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Preface

Recent developments on economic, social, cultural and political fronts among Asian
countries give us an impression that perhaps this century, the 21st century, belongs
to Asia. I used the words “impression” and “perhaps” to emphasise that we are not
sure that the Asian Century is, indeed, happening or about to happen. As per the 2011
Asian Development Bank report, Asian countries do possess the capacity necessary
for economic supremacy. According to the 2012 Australian government white paper,
‘Australia in the Asian Century’, “the transformation of the Asian region into the
economic powerhouse of the world is not only unstoppable, it is gathering pace”.

Great Britain dominated the 19th century; known as the British Century. Then,
we saw the advent of the American Century in the 20th century. Many of us now
believe that the influences of USA in the world arena are in decline, and the Asian
countries are coming to prominence. There is optimism that in the 21st century, the
Asian countries will show greater political and cultural influence in the world. We
are now talking about a Chinese century, an Indian century or even a Pacific century.
But could this really happen? What are the signs?

The British century was the result of the industrial revolution and Britain’s colonial
endeavours. The American century was largely due to exploitation of intellectual
capital matched with entrepreneurial behaviour. Sometimes I wonder, what force
could create a “wave” in Asian countries similar to the waves which gave rise to the
British and American centuries. Perhaps it is not only one force, but a combination
of forces that would generate make this wave in Asian countries. Population for sure
is one such factor. A huge young population in Asian countries is an advantage.
Education is another factor; Asian countries are producing a well educated and
qualified workforce. Furthermore, cultural and social developments have exposed
Asian citizens to outside world. Last but not least, we have seen industries becoming
more competitive and innovative.

All these forces lead me to believe that we need a holistic framework to under-
stand the Asian century phenomena. We need to bring to bear many dimensions
in explaining this trend. This is exactly what the 2013 international conference,
Managing the Asian Century, aimed to achieve. In this conference, we put together
several tracks covering areas such as economics, production, marketing, finance,
entrepreneurship, education, culture, and psychology. The conference offered both
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academics and practitioners the opportunity to share knowledge and experience rele-
vant to Asian countries. The overarching question was how we together can facilitate
further development in emerging Asia. The book represents selected papers from the
conference.

The conference attracted huge interest from academics and practitioners around
the world because of importance of the theme areas and the conference’s timeliness
in addressing the needs of Asian countries. For instance, the Asian nations must
address weaknesses in education investment, women’s rights technology, climate
change, wage inequality, poor governance and corruption. This means there are
huge challenges for businesses to establish world class practices; societies to change
attitudes and embrace non-indigenous cultural influences; governments and leaders
to find new ways of leading their nations.

The conference received papers from 21 different countries. However, the main
contributions were from authors in Asia-Pacific region given the proximity of
Singapore to the countries in this region.

Each full paper was put to the review process and was reviewed by at least two
experts. This proceedings includes only the accepted papers and is organized in 9
(nine) parts, confirming with major tracks as per the call for papers:

Part 1: Global Education (global education hubs, offshore campuses, spaces for
innovative learning, development and education, life-long learning)

Part 2: Antecedents of Asia’s Competitiveness (Innovation, productivity, clusters,
emerging economies)

Part 3: Emerging Trends in Banking, Finance and Accounting (IFRS convergence in
Asia, alternative models of banking)

Part 4: Psychological Issues in Asia (tropical psychology, societal attitudes)

Part 5: Emerging Retail and Service Industries (retailing, leisure industries,
e-commerce, marketing, supply chain)

Part 6: Entrepreneurship, Creativity and Innovation (entrepreneurial skill devel-
opment, models of innovation, Asia’s potential, investment in creativity and
innovation)

Part 7: Systems Thinking and Systems Practices (systemic thinking models, system
dynamics, qualitative modeling, case applications)

Part 8: Tourism Initiatives, Relationships and Issues in Asia-Pacific (Eco-tourism,
sustainable tourism, tourist behaviour, sports and event management, destination
management, tourism policy and planning)

Part 9: General Topics (not covered in a specific track)

July 2013 Purnendu Mandal, PhD
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Chapter 1
Exporting Work-Integrated Learning
to Asian Environment

Helga Nagy, Christine Bilsland and Philip Smith

Abstract This paper discusses the work-integrated learning (WIL) program of a fully
foreign owned and operated university in Vietnam (FUV). It explores the elements
of reflection, coaching and mentoring that are implemented to help students ease
the transition from higher education into graduate-level jobs. The paper examines
the above elements in their review of the extant literature and hypothesizes that they
positively contribute to the transition process. This exploratory study suggests that
the elements of the WIL program support interns in feeling more comfortable in their
first real job, and more adaptable to new work environments.

1.1 Introduction

In Vietnam, in recent times a demand for a workforce with a different skill-set has
been noted; this demand is mainly driven by large multi-national corporations and
has changed the graduate labor market. According to a report by the Ministry of
Labor, Invalids and Social Affairs (MoLISA) [1], Vietnam’s labor market is moving
away from relatively low productivity, labor-intensive agricultural sector towards
higher value-added, technology and capital intensive industries and a sophisticated
service sector. Better qualified and more highly skilled workers are now required to
fuel Vietnam’s growth [1].

Today’s challenging environment demands the continuous acquiring and devel-
oping of new skills and knowledge including the critical generic skills, also known as
employability skills required by all employees to succeed in adapting to a workplace.
According to Down [2], tertiary institutions play a vital role in ensuring that students
develop the appropriate learning and research skills and other generic capabilities
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to equip them for workplace learning. Van Rooijen [3] argues that the successful
universities of the future will enjoy their interaction with society focusing no longer
primarily on the next generation academics, but rather on effective graduates that
have real added value to employers and society. Candy states that universities have to
be more attentive to the demands of employment, which subdivide into two elements:
the technical knowledge and skills required to function effectively in the workplace,
and a set of generic attributes or personal transferable skills such as communication,
teamwork, computer skills, and personal organization.

As pointed out by Hager and Holland growing demand from business and em-
ployer organizations calls for graduates to possess attributes different in addition to
discipline-specific knowledge that is taught at higher education institutions. Industry
is seeking attributes to be developed in students by educators that include: the ability
to work independently as well as in teams; adaptability to rapid changes in the nature
of work; self-management; and, the ability to work creatively.

The practices of one such tertiary institution in developing employability skills
among its students form the basis of this paper. Work-integrated learning (WIL), also
referred to as experiential learning or internship exposes interns to significant direct
consequences for their immediate decisions and actions. Itis through work-integrated
learning that practice and its effects can be appreciated, examined and explored in
ways not available to units delivered solely on-campus. A learning model applied
at one foreign university in Vietnam (FUV) illustrates how the experiential learning
of an internship combined with self-reflection and additional support in the form
of coaching and mentoring aims to equip business undergraduates with work-ready
skills.

The paper begins by describing some of the drivers which have prompted the FUV
to incorporate WIL into the curriculum of business undergraduates. From there, it
examines the literature informing our understanding of reflection, coaching and men-
toring as crucial development tools in the WIL program. Next, we discuss how the
elements of the program strive to improve the personal and professional skills of
interns. Examples of feedback from both interns and work supervisors are provided
to illustrate the perception of the program. Finally, the paper establishes the pro-
gram’s benefits with regard to adaptability and work-readiness, and proposes further
research.

1.2 Skill Shortages in Vietnam

The following discussion explores and expands upon the critical importance of
employability or work-ready skills for the development of Vietnam’s economy.

In addition to technical skills there is a universal requirement for more generic
soft skills variously known as employability skills or work-ready skills. Numerous
organizations in the country have undertaken research and conducted surveys related
to work-ready skills. The Manpower Group identifies problems with poor commu-
nications skills, and a lack of knowledge of law, finance, foreign languages and
computers. A report by NESO Vietnam (Netherlands Education Support Office) and
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Vietnam’s Ministry of Education and Training (MoET) highlights that 60 % of young
laborers who graduate from training establishments need to be retrained for at least
6—12 months after being recruited.

On the occasion of the 2nd International Human Resource Management (HRM)
Conference in Ho Chi Minh City in July 2011, Ms Nguyen, the Deputy General
Director of the Vietnam Chamber of Commerce and Industry, addressed several
drawbacks for the country’s economy. Specifically Ms Nguyen stressed that only
30 % of the country’s workforce are trained and that graduates lack the ability to
apply theory into practice.

Financial institutions in the country for example, complain that many fresh grad-
uates in economics and banking-finance cannot immediately fill positions because
their English and ‘soft’ skills are far from what banks require. This skill shortage
has prompted some banks to become involved in education themselves building their
own banking schools and training graduates for the banking sector. Other sectors are
also very active in providing employability skills training to new employees. Unilever
for example, attracts graduates with their unique ‘Unilever Future Leaders Program’,
and Ernst and Young offer students tailored programs ranging from a two-week work
experience, to leadership programs and 12 months industry placements.

Having established the importance of employability skills for business and hence
Vietnam’s economy, we now review the extant literature supporting the learning tools
of reflection, coaching and mentoring applied in the WIL program.

1.3 Literature Review

1.3.1 Reflection

Self-reflection has long been recognized as a technique to reinforce learning and
is leveraged to assist students adapt to the new processes and environment of the
workplace.

According to Fade reflection involves describing, analyzing and evaluating our
thoughts, assumptions, beliefs, theory base and actions. Daudelin argues that re-
flection is the process of stepping back from an experience to ponder, carefully and
persistently, its meaning to the self through the development of inferences. Gold-
smith suggests that reflection should be continuous, a habitual activity, an ongoing
conversation with the self that moves hand in hand with the experience. In contrast,
Sweitzer and King note that reflections are structured activities that give the per-
son a chance to pause and think about their work experience and reactions to that
experience.

Reflective learning in assisting interns adapt to the workplace is consistent with
the approaches of Griffin, Lorenz and Mitchell. They present the act of reflection dur-
ing internship as outcomes-based, with students not only considering the outcomes
required, but also reflecting on the experience itself. Similarly, Black and Plowright
present reflective learning by a four dimension model. Their model embraces the
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professional practice experience, reflection on learning, purposive reflection to
develop learning and to improve professional practice and finally, a realization that
a reflective ‘dialogue with self” is transformational. This last element supports the
development of habitual reflection throughout life as argued by Goldsmith.

The FUV’s WIL program leverages structured activities requiring regular reflec-
tions following each workshop as noted by Sweitzer and King, and for reflection to
become “habitual” as encouraged by Goldsmith. WIL workshop conveners encour-
age students to “step back” and “ponder” the workplace experience, to analyze and
contemplate that experience, and consider approaches to be taken.

According to Smith, a recommended method of reflection and learning is that
of Action Learning. A form of learning by doing; and through experience, both
the individual and the organization gain added skills. Thus, Smith claims that the
organization is used as a relatively safe learning laboratory in which the individual
may reflect upon their own performance after practicing with real issues. This view
is supported by Trede who sees reflective practice as becoming aware of one self
and others in order to explore and understand how different communities view the
world, and thereby yielding appropriate choices.

The element of reflection is added when re-experiencing the events and interac-
tions in the safe and supportive environment of a WIL workshop at the FUV. Another
important element—coaching and mentoring is examined in the following section.

1.3.2 Coaching and Mentoring

Coaching and mentoring have been adopted by numerous education institutions all
over the world. Coaching delivers results in large measure because of the support-
ive relationship between the coach and coachee. This relationship is also evident
in Crane’s three phases of the transformational coaching approach: the ‘Foundation
Phase’ (establishment of trust and shared expectations; setting organizational con-
text), the ‘Learning Loop’ (create mutual learning, deepen insight and respect) and
the ‘Forwarding-the Action-Phase’ (make things happen).

Bates sees supervisors of work-integrated programs performing a gatekeeper role,
assessing the students’ maturity, values and ability to join the profession. Parsons et al.
recommend that university advisors and workplace supervisors or mentors should
work together to promote a nurturing environment for the student intern. This runs
contrary to the ‘sink or swim’ philosophy of some organizations in which each new-
comer is expected to navigate their own path. Daud et al. argue that through feedback
given by the host organizations concerning interns, corrective actions can be identi-
fied by business schools in order to better prepare interns for the employment market.
According to Liu et al., a mentoring attitude from the supervisor provides timely
assistance and protection when needed throughout the interns’ learning experience.

In a study undertaken by Lazovsky and Shimoni to analyze the ideal mentor
traits, interns identified professional knowledge, availability and approachability as
the most desired traits of the mentor. This view is further supported by Hillman who
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states that a mentor’s impact depends in large part on the mentor’s skills, commitment
and availability.

As pointed out by Parsons et al. academic advisors of the FUV’s WIL program
meet with each student and their work supervisor in the workplace to discuss the
program, and remain available for support and consultation over the course of the
internship semester. The benefit of having a coach and/or mentor available throughout
the 12 weeks of the internship eases tensions and uncertainties especially in the first
few weeks in a new environment.

In the following section we examine the elements of the WIL program, to reveal
how those elements may prove beneficial to an intern’s adaptability and learning in
a workplace.

1.4 Elements of the WIL Program

To keep up with Vietnam’s growth and an increasing demand from the FUV’s industry
partners, employability skills have been integrated into all undergraduate programs.
The soft skills of leadership, creativity, and the ability to teach and learn are really
the essence of what an employer is looking for in a job applicant. For example:
leadership is practiced during numerous team assignments where students take on
various team roles; creativity is a core element in entrepreneurial programs; and,
the ability to teach and learn is reinforced by in-class presentations and student-
led tutorials. It is specifically the development of these competencies in graduates,
together with self-reflection, while receiving active coaching and mentoring support
that distinguishes this FUV’s WIL program.

1.4.1 Reflection

Reflections form one important assessment element in the WIL program at the FUV.
As illustrated in Black and Plowright’s multi dimensional model of reflective learn-
ing for professional development, the core element of the WIL program at the FUV
is of multi-dimensional nature as well. The first three dimensions are reflected in
the FUV’s WIL program as the intern’s workplace (the source), reflective practice
throughout the program (the target) and development of new knowledge by build-
ing on current and prior knowledge (the purpose). Reflective blog entries written
by interns are practiced bi-weekly; these entries form part of the WIL program’s
assignments and are used to capture emotions and thoughts as they occur during the
internship and to help interns develop greater self-awareness.

The model’s fourth dimension—*‘dialogue with self’ emerges in WIL as an in-
ternship reflection paper that forms the final assignment in week 12 of the program.
Interns are requested to reflect on the whole experience of the internship by demon-
strating a depth of insight into their own personal development, achievement of
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goals, own strengths and weaknesses, career planning and the overall learning from
the experience of the internship.

1.4.2 Coaching and Mentoring

When recruited, interns often rotate within departments to experience different situ-
ations, eager to implement prior academic knowledge to work and develop practical
skills. At the same time, interns also have to learn to adapt to new environments, and
communicate and work with diverse groups of people.

Coaching and mentoring form a critical part of the WIL program at the FUV.
Similar to Crane’s three phases of transformational coaching the WIL program also
consists of three stages. In the first stage, trust and shared expectations are established
and discussed when academic advisors meet interns and their work supervisors at the
workplace, in order to gain a mutual understanding of the WIL program’s objectives
as per Crane’s ‘Foundation Phase’. The second stage aligns with Crane’s ‘Learning
Loop’, and consists of work supervisors performing a coaching role. In which they
help interns achieve mutually agreed goals by engaging them in active dialogue to:
draw their attention to issues that may not have surfaced previously; acknowledge
progress achieved; deliver constructive feedback; and, assist them to re-frame critical
experiences.

The third stage as referred to by Crane as the ‘Forwarding-the-Action-Phase’
includes mentoring support by an academic advisor and/or work supervisor to facil-
itate and guide the intern’s learning. During this stage, academic supervisors mentor
interns by sharing their own life experience and knowledge, and engaging interns
in discussions and dialogue during the workshops. Depending on the professional
background and experience of the work supervisor, they may take on the role of
mentor as well: providing support and guidance at the workplace; showing interest
in the intern; making themselves available; encouraging the growth of mutual trust;
thereby enabling enhancing the intern’s development.

The FUV has since its establishment in the country focused on forming partner-
ships with both local and international companies. The FUV’s career center actively
engages with potential employers and provides a number of services to support a
mutually successful internship: communicating placement criteria; clarifying the
host company’s responsibilities; communicating the FUV’s expectations; and, re-
viewing position descriptions of those to be made available to students. Since the
start of the program in February 2010, over 400 industry partners have accepted over
1,200 business undergraduates to undertake internship programs in their organiza-
tions, providing hands-on experience and preparing them for the job market. The
entire WIL program is designed to provide the intern with the opportunity to receive
industry feedback and guidance to raise awareness of own level of ‘employability’
or work-readiness, thus enabling the intern to enter the workplace easier.
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1.5 Methods

This paper relies on selected samples of individual’s comments collected from
informal discussions in the WIL workshops. The individuals included 936 business
undergraduates enrolled in the one semester WIL program at the FUV from
February 2010 to June 2012 along with approximately 300 work supervisors at
the FUV’s hosting organizations. Students secured internships in a wide variety
of organizations and locations, with more than 60 % placed in companies in the
South of the country and 40 % in the North. Hosting organizations included a mix
of local, international and joint-venture companies, in industries ranging from
finance to hospitality, market research to apparel, logistics to consultancy, and event
management to FMCG. All students were required to work 40 h per week and attend
five bi-weekly supplementary workshops.

A mixed method case study methodology was applied. The qualitative data were
collected from interns’ comments throughout our discussions of shared experience
during the five WIL Workshops and also in coaching sessions. While one part of
the qualitative analysis relied on anecdotal evidence gained from the interns, written
comments from work supervisors were taken from the performance appraisal of
interns that they completed at the end of the intern’s work placement. We consider
this type of analysis important for our research to support our findings, especially as
the emphasis is on the intern’s own experience and feelings during the placement.

The supervisors were asked to provide written comments on the intern’s perfor-
mance in the performance appraisal. Content analysis was then applied to categorize
these comments by subject, and identifying a need for improvement or demon-
stration of commendable performance. The subject categories are reported in the
charts below as Fig. 1.1—Comments by Work Supervisors on Intern’s Commend-
able Performance, and Fig. 1.2—Comments by Work Supervisors on Intern’s Areas
for Improvement. Each chart records only the number of times a subject was men-
tioned, but not the intensity of the comment as it could be graded descriptively for
example: excellent, very good, good, well, great etc.

1.6 Findings

We found indications that the elements of reflection, coaching and mentoring have
a significant impact on the overall outcome of the WIL program and the intern’s
work-readiness. Our findings are supported by the comments from both interns and
work supervisors:

Comments from interns were taken during discussions at the fortnightly work-
shops between the intern and the academic advisor. Although most interns were
familiar with the process of writing reflective papers using formal language during
their studies, we noted that during these discussions the interns used informal lan-
guage perhaps indicating greater spontaneity in sharing candidly their feelings and
experiences.
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Written comments from work supervisors were taken from the performance ap-
praisal provided at the end of each semester. Both work supervisors and interns were
informed of the purpose of the performance appraisal as per the participant infor-
mation sheet, and were invited to participate in the research. Taking the busy work
schedules of work supervisors into account, we requested them to briefly point to
some strengths and also areas for improvement of interns. These comments were

Fig. 1.2 Comments by Work Supervisors on Interns’ Areas for Improvement
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also disclosed to the intern during a de-brief on their overall performance at the end
of the internship.

1.6.1 Comments From Interns

We have learned from discussions with interns that once they started the habit of
regularly reflecting on their own performance together with observations, they be-
come better aware of one ‘self’. What is particularly interesting is how interns value
reflective exercises during their internship: “. .. after reflecting on the workshops, 1
have a feeling of more deeply realizing things in reality, especially at work ...”;
“. .. after reflecting on my experience, [ know what I should develop and improve to
mature myself in the near future”.

In addition, most students realize that work-ready skills can best be obtained
during exposure to real-life challenges and situations. Recognizing the value of a
grassroots learning experience has surfaced in numerous discussions with students:
“I have learned that it is more important to overcome the unexpected circumstances
by myself and learn other valuable experiences”; ... doing internship has brought
me many benefits such as recognizing my strengths and weaknesses, and improving
my drawbacks through supervisors’ feedbacks”.

Feedback and support from work supervisors who take on the role as coach and/or
mentor are considered to be very beneficial in encouraging and inspiring interns to
achieving goals and moving forward: “Feedback from my working supervisor is
like a motivation for me to try my best for the next time”; ... the attitude of my
supervisor strongly inspires and encourages me to duel with difficulties”.

1.6.2 Comments From Work Supervisors

The perception of the WIL program is further supported by written comments from
work supervisors on the interns’ commendable performance, providing valuable
information not only on their strengths but also pointing to areas for improvement.
Figure 1.1 illustrates the work supervisors’ perception of the intern’s performance
during the placement: Whereas the term ‘work attitude’ was recorded more than
210 times associated with a positive adjective indicating that interns demonstrated
a positive approach towards work, the terms ‘responsible/professional’ was only
recorded somewhat over 110 times, followed by the terms ‘passionate/enthusiastic’
and ‘adaptability to workplace’. With most students lacking work experience during
their studies, we assume that especially when entering a new environment for the
very first time interns want to leave a good impression, for example: arriving on time;
complying with company rules and regulations; and, demonstrating a drive to learn.
Figure 1.2 shows work supervisors’ comments on areas in which interns may need
improvement. The term ‘pro-active’ was recorded over 130 times as a descriptor of the
most important subject to be improved by interns. This was followed by ‘professional
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communication skills’, recorded over 80 times, and ‘experience in discipline/job
area’ and ‘attention to detail’ among the third and fourth most important area for
improvement. We assume that the reason for this could be attributed to: the students’
lack of exposure to real-life situations and scenarios at a workplace; acting outside
their comfort zone; shyness and anxiety; or their own perception of how an intern
should behave.

1.7 Conclusion and Recommendations

The WIL program at the FUV is more complex for lecturer/coordinators to facilitate
than standard university academic subjects because it involves multiple relationships
and the interpersonal skills to support all stakeholders, namely the career centre, the
individual student, the direct work supervisor and in many cases a representative of
the HR department of the host company. While coordinating the WIL program since
its start in February 2010 we conducted scores of coaching sessions, examined sev-
eral hundred internship reflections and supervisor feedback reports, and personally
witnessed the maturing process of several hundred interns.

This research provided exploratory evidence suggesting that significant positive
benefits for students may be derived from the WIL program at the FUV. Many
students consider an internship a crucial element of their higher education experience,
especially for easing the transition from university to work. Furthermore, feedback
from both the interns and work supervisors suggest that the distinguishing features
of the program—the core elements of reflection, coaching and mentoring add to
its efficacy. However, more academically rigorous research is needed to support
our contention that these elements are critical to enhancing the process of interns’
adaptation.

It is hoped that the suggestions presented in this paper could be considered by
education institutions in Vietnam when aiming to embed WIL throughout their course
curriculum, and by organizations in the country in understanding the value of an
internship process when recruiting tomorrow’s employees.
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Chapter 2
Asian-Australian Nexus: An Educational
Challenge

Robbie Robertson and Anita Lundberg

Abstract The Asian century raises a number of challenges that derive from conver-
gence, global multicentredness, and the emergence of a more engaged diverse world.
Some nations use multiculturalism as a tool to address these challenges. However, in
a diverse and globalizing world, it is appreciating what we share in common rather
than notions of difference that will become more important in enabling harmonious
and evolving relationships to prosper and feed creativity.

At James Cook University, the School of Arts & Social Sciences has pondered
these issues while planning for a new interdisciplinary major. The purpose of the
Asian Nexus major is not to introduce notions of difference or exoticisms; rather, it
is to contextualize the Asian century within the human story, to prioritize intertwined
histories and cultures, and to focus on common goals that confront shared social,
economic, environmental, demographic and educational issues.

2.1 White Paper

In October 2012 the Australian Government released a White Paper on Australia in
the Asian century. It begins with the following words:

Asia’s rise is changing the world. This is a defining feature of the twenty first century—the
Asian century. These developments have profound implications for people everywhere. . ..
Within only a few years, Asia will not only be the world’s largest producer of goods and
services, it will also be the world’s largest consumer of them. It is already the most populous
region in the world. In the future, it will also be home to the majority of the world’s middle
class [1].

It describes the Asian century as an ‘Australian opportunity’; the tyranny of distance
that North America and Europe once presented has been replaced by the ‘prospects
of proximity’[1].
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The White Paper set out five broad policy directions for Australia ‘to make the
most of opportunities presented by the Asian Century’. These included building ca-
pabilities (understanding Asian cultures and languages), operating in and connecting
to growing Asian markets (growing Asia-capable leaders), and deeper and broader
relationships (involving two-way movements of people, especially students). It en-
visaged that ‘By 2025, Australia will be a more prosperous and resilient nation, fully
part of the region and open to the world’ [1]. Its people will be more literate in Asian
languages; indeed many will have studied in Asian countries.

Refocusing Australia to profit from the shift in economic and political power to
Asia makes national sense given the region’s importance to Australia’s economy and
the rise of new world powers such as China and India. However, none of this is
entirely novel. Japan began its postwar recovery in the 1950s. Its resultant trading
partnership with Australia helped end the country’s discriminatory ‘white Australia
policy’. Likewise, so did education. The Colombo Plan, the famous scholarship
aid program, operated between 1951 and the mid 1980s bringing Asian students to
Australia to study. Successive governments have deepened and extended diplomatic,
cultural, and economic linkages with Asian states and regional institutions. Asia’s
share of Australia’s trade in goods rose from one third in 1980 to two thirds by
2010 [1], transforming Australian businesses in the process. The growth in minerals
trade with Asia has had a similar impact on Australia’s workforce and industry, and
lifted living standards. As Asia’s middle classes expand, Australia now sees new
opportunities for businesses and services, especially in manufacturing, agriculture,
tourism and education. Education is Australia’s third largest export.

2.2 Deeper Engagement

However, the White Paper’s economic opportunism (‘cashing in on an emerging
Asian middle class’) might very well prevent ‘Australia’s search for deeper engage-
ment with its region’ from being realised [2]. In other words, if Australiareally wishes
to engage with Asia then it may have to do things differently. In Ramesh Thakur’s
words, Australia’s embrace of Asia must be familial, not simply transactional:

Australian leaders are yet to grasp that the criteria of validity and authority that facilitate the
creation of deep and lasting bonds are culturally constructed [3].

By this Thakur means much more than the White Paper’s—as yet unfunded—focus
on languages and cultures, which—under the banner of Asian literacy—has already
been tried variously over the past 40 years with only limited success [4], in large
measure because there exists little infrastructure outside of migrant communities to
sustain language acquisition. Perhaps these communities offer other opportunities
for familial engagement that go beyond the current focus on languages and culture.

Nine per cent of Australia’s population were born in Asia, with the largest number
of arrivals today being from India and China. Over 10 % of Australians speak an Asian
language at home [1]. Presumably these people do not require a refocus and could be
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further skilled to provide valuable educational and business linkages with Australia’s
northern neighbours. Moreover, Asians dominate Australia’s skilled migrant intake
as well as its international student population. Indeed some commentators argue that
this Asian presence means that ‘Australia already has the human capital necessary to
prosper in the Asian century’, and that the real barrier to engagement lies not in any
lack of Asia-relevant capabilities but in regional and, importantly, local Australian
obstacles [5].

For example, while Australia claims to be a successful multicultural country, it has
done little to transform its national identity or symbols of nationhood to accommodate
diversity. Asians may be part of the demographic mix, Thakur notes, but they are
scarcely visible in Australian public or corporate life. Indeed no Asian formed part of
the White Paper’s taskforce—perhaps one reason why the paper tends to view Asia
as something only to be experienced (consumed) or learned about; the quintessential
‘other’ [3]. Nothing short of a ‘fundamental change in [Australia’s] national psyche
is required for the Asian century’, argues Australia’s former UN Security Council
representative, Richard Woolcott [6]. Asian engagement can only happen once the
‘otherness’ of Asia is minimized through ‘cultural learning’ and the evolution of an
all-encompassing national identity [2].

Much of the criticism of the White Paper has focused on its mercantilist tenor [2],
on the Government’s failure to envisage Australia’s future as anything other than a
primary producer fortunately located alongside the world’s new growth centre [7],
and on Australia’s reluctance to change familiar European and American allegiances
[8]. However, some commentators, like Adelaide University’s Professor Kanishka
Jayasuriya, see the White Paper’s emphasis on engagement through literacy as an
instance of rent seeking by vested language interests that will ultimately make more
difficult the symbiotic generation and application of critical knowledge about Asia’s
new social and political dynamics that Australia seeks [9]. He is not alone. Others
have argued that ‘Encouraging students to grasp Asian history, without necessarily
requiring the commitment to learn a language, is more likely to be the seed of a
lifetime interest.” Language is a perishable skill, ‘subject to market demands’; hence
businesses will always judge the option of buying skills according to need a cheaper
option than financing state-mandated mass language acquisition. Journalist Daniel
Flitton argues that ‘rich Australian miners haven’t been stymied by any language
barriers in helping turn China into Australia’s largest market’ [10].

2.3 Transnational Education-Engagement

That the White Paper views educational engagement as a central component of its
Asian century strategy is not in itself at bad thing, particularly if it encourages greater
educational mobility and transforms Australia’s self image. But, says Jayasuriya,
a focus solely on languages and culture—the platform for Australian engagement
since 1945—misses the whole significance of changes in Asia over the past two
decades. Itimposes a form of “‘methodological nationalism” that seeks to understand
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“countries” as a whole in terms of their distinctive cultural characteristics’. He argues
instead that “We need to focus much more on confronting and dealing with. . . sets
of issues that are often transnational rather than national in origin’[9].

Jayasuriya does not suggest that the detail of countries and their cultures be
neglected, but that academics must develop ‘an approach that combines an under-
standing of the specific political and social contexts that characterise the region with
one of larger global and regional processes.” This approach avoids ‘the particular
set of assumptions about the mainsprings of social and political change’ inherent
in Asian language and culture strategies and enables collaboration with researchers
in the region to be institutionalized. The focus is on ‘real world problems [such as
inequality, urbanization, environmental issues, health, governance] and notions of
transdisciplinarity’[9]. These problems are not country-based; they have transna-
tional roots and consequences. Herein lies the challenge that the Asian century
poses for academics, and not just Australian ones. The challenge comes in several
forms.

2.4 Convergences

First, the Asian century heralds the possibility of eventual global economic conver-
gence, no matter how unevenly. Asia contributed over 60 % of world GDP in the late
eighteenth century but 150 years later its proportion had fallen to one quarter. It is
often said that victors write history; certainly among the beneficiaries of what has
been termed the Great Divergence [11] were people who used their new fortunes as
evidence of their genetic superiority. Such comfortable Spencerian notions lingered
painfully throughout the last century and proved detrimental to international rela-
tions and development. However, behind them lay other less directed assumptions
that have proven much more difficult to overcome. These relate specifically to the
role of “Western’ civilization in driving development and change.

In Australia today such misunderstandings of the complex shared nature of human
development and change, often results in dichotomous notions of development—the
West versus the rest. Accordingly Asia’s resurgence is often viewed as a threat to an
otherwise indispuTable (Western) heritage; hence former Australian Prime Minister
John Howard’s recent attack on a proposed new national school curriculum for failing
to prioritize Australia’s ‘British heritage’ [12]. However, such attacks are not always
welcomed. NSW Supreme Court Chief Justice Tom Bathurst believes that such
attempts to impose a uniform national identity ignore ‘the great social, cultural and
economic benefits that Australia has reaped from. . . diversity’ [13]. Indeed, creating
a national identity inclusive of diversity and relating it to a common human story
might seem sensible in an age of visible, albeit uneven, economic convergence. After
all Asia now contains 60 % of the world’s middle classes, its proportion of world
output is set to rise to at least 50 % by 2030, and its consumption to 60 % [1]. Yet, in
the face of this remarkable transformation, Australia’s national conversations seem
unconnected to the diverse contours of this emerging Asian century.
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2.5 Multicentres

Second, the Asian century promises a much more multicentred world. After nearly
two centuries of American, European and Japanese dominance, Brazil, Russia, India,
China and Korea (variously configured as BRIC and BRICK nations) now figure
prominently alongside the former imperial centres. This transformation requires a
considerable change in popular perceptions, but such change, as we know from past
experience, does not come easily. The parallel to this multicentred change is the
decline in the one people-one nation foundations of many countries. Many states
now promulgate forms of multiculturalism to realise adjustment to very different
societies from those originally conceived.

However, multiculturalism—if understood as a mix of disparate cultures—is
limited as a definitional and imaginary tool. Multiculturalism exists principally to
accommodate cultural differences within increasingly multicentred countries. In this
scenario national transformations mirror international changes and require similar
changes in perceptions. Wherever imperial or contemporary policies have brought
once disparate peoples together, multiculturalism has become an important initial
means to build harmony and trust. But multiculturalism also draws attention to dif-
ferences that in the longer term need to be deemphasized if cultural stereotypes are
to be overcome and societies transition to something new.

In our view, it is appreciating what people share, or face, in common—while
acknowledging differences—that will be more important in growing enduring har-
monious and evolving relationships that promote creativity for a sustainable and
increasingly urban middle class world. Indeed it is this ‘commonsense image of
society’ that Judith Brett believes most Australians hold, ‘of a society composed
of individuals and families [rather than distinct ethnic or religious blocs] mixing in
the day-to-day world’, learning from and mutually respecting each other [14]. This
approach needs also to be applied to relations outside national boundaries, espe-
cially given that the Asian century is occurring within the context of growing global
interconnectedness.

2.6 Connectivity

Herein lies the third challenge for academics. Connectivity is not the same as eco-
nomic convergence and, contrary to popular thinking, difference—often impacted
on by distance—remains a crucial feature of contemporary globalization [15]. Dif-
ference still affects the movement of people, goods and services across borders;
it reflects self-interest, and often correlates with geography. In an age of global-
ization, we continue to live very differentiated localized lives. Economist Pankaj
Ghemawat, in his seminal World 3.0, argues that the market recognizes the im-
portance of difference. McDonalds—the archetypal globalizer and bé te noir of
antiglobalizers—deliberately blends standardization and localization to satisfy the
tastes of its different markets [15]. This was famously introduced in the hamburger
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scene of Pulp Fiction [16]. At a recent Parliamentary Inquiry into IT pricing in
Australia, Microsoft’s managing director, Pip Marlow, argued that

At Microsoft, while we operate in over 100 countries around the world, we don’t operate
on a single, global model. In fact the countries that we operate in are very different and
therefore the way that we compete and. . . deliver products and services every day in these
countries can be very unique. [17]

Such fragmentation has political as well as economic objectives, as recent concerns
about the future of the Internet suggest [18]. Globalisation, whether digital or phys-
ical, does not create a flat earth of smooth homogeneity. The landscape remains
differentiated, rough with clusters and gaps, hills and troughs. Indeed we recognise
difference in the way we function as individuals; it shapes our emotions and personal
relationships [15]. Yet we have also to learn what we share in common if difference
is not to strangle growth.

Ghemawat argues that today’s challenge is to find ‘a new way to look at the world’,
not past ways of viewing the world such as nationalism or notions of global citizen-
ship. Certainly there can be no gain from a return to localization or the restoration of
national exclusivity. That lesson was learned painfully during the 1930s and 1940s
when interconnectivity was denied and national agendas ruled supreme, producing
both depression and wars. That is a past with no sustainable future. And yet despite
everything that we know of that past, we stand in a very uncertain position, having
glimpsed the beginnings of a radically different future for humankind, yet knowing
that much of what we have conjured as globalized remains unrealized and mired in
the politics of nations, ethnicities and religions. To move forward we need to ground
ourselves in a shared reality still foreign to us, one that recognises the importance of
building bridges that span distances and fostering multiple contacts and engagement
over time [15].

2.7 Asian-Australian Nexus

At James Cook University—an Australian international university with campuses in
North Queensland and Singapore—our School of Arts and Social Sciences has been
pondering these issues while planning for a new interdisciplinary major addressing
this Asian Nexus. The purpose of this major is to introduce our students—Asian, Aus-
tralian, Eurasian, Indigenous, European—to a suite of subjects that contextualize the
Asian-Australian nexus within the greater human story. Rather than reinforcing an
imaginary exoticism of Asia or Australia by emphasising difference, the major will
prioritize entwined histories and cultures, focusing on common goals that confront
shared social, cultural, economic, environmental, urban, demographic and educa-
tional issues. This is no easy task, not least because it incorporates a substantial
challenge to how we organize ourselves to think about others and ourselves.

There are institutional constraints as well. Universities recreate the world ac-
cording to specialisms—in part because specialisms enable very specific skills to
be developed, and in part also because they create structures that can be managed
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and programs that can be marketed. These are all sound educational-managerial
principles. However, within the ‘universe’ of the university discipline specialisms
can encourage the creation of ‘sacred turf’ that requires special protection. Such
protection strategies can take many forms. Historians, for example, might priori-
tize national histories or promote histories deemed relevant by tradition, by victors,
by the location of their institution, or by perceived continuities of history—thereby
sanctifying certain histories and placing them beyond revision.

We have no issue with students learning the specific techniques of disciplines,
this is desirable; but rarely are disciplines as unique or self contained as we imagine.
For instance, geography might incorporate a variety of strands: physical, economic,
human, urban, development, cartography and so on. In other words, most disci-
plines recognise that diversity is required in order to understand the world and
that specialisms can in effect stretch into infinity. Nor do we actually live as ge-
ographers, historians, anthropologists, archaeologists, political scientists, literary
theorists, language experts etc. Society is not constructed according to disciplines.

The time has come (in fact, has been here for some time; the notion having
been well articulated since the 1960s) to recognize the value of bridging disciplines
to produce interdisciplinary academic practitioners able to understand the value of
different specialisms and able to put them to work for common objectives. At one
time, in its own narrow way, development studies promised this outcome. [A more
broadly conceived program was similarly envisaged through the history and philoso-
phy of science.] Certainly for people who worked in such fields sharing projects with
economists, sociologists, demographers, historians, economists and political scien-
tists [or with scientists, anthropologists, philosophers, literary theorists, historians
and sociologists as well as writers, poets and artists], the results were always more
exciting and rewarding than if pursued through the solitary lens of one discipline. And
this to some extent is the rub. Disciplines provide valuable perspectives and skills,
but the goal of tertiary education should not be to lock people into an academic strait
jacket; rather it is send them forth on a lifetime of exploration, collaboration and
innovation.

2.8 Networked University

As a University with campuses in northern Australia and Singapore, and with an
explicit tropical agenda, we need to prepare our students for the changes and con-
sequences that will derive from the Asian century. Evidence from our School’s
departments suggests that no one major or stream of subjects specifically addresses
these changes or their consequences. Accordingly we have determined that each of
our Bachelor of Arts disciplines should have at least one subject specifically on an
Asian topic. These subjects will be grouped to form a new secondary major addressing
the Asian Nexus. In keeping with Jayasuriya’s strategy for problem-oriented study,
the Asian Nexus will generate in-depth knowledge of a common set of problems per-
taining to the wider region. It will be interdisciplinary in form and transnational in
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scope; its aspiration—to provide students with the necessary background knowledge
to understand the regional and global contexts of the issues it raises.

Although the major is not intended to begin until 2015, we have attracted eight pos-
sible subjects: a historical background to the making of the Asian century, an exami-
nation of Asian urban development within a global context, an analysis of leadership
for the Asian century, an investigation of intercultural psychology, Asia’s archaeo-
logical and anthropological diversity, and studies of Asian cinema and cross-cultural
literature. We are hopeful that other schools in our University will provide us with
subjects on health, demography, economic development and environmental issues.

In addition, we are planning a new subject on intercultural learning, designed to
expose students to an understanding of their cultural selves through cross-cultural
experiences. This subject will embed students for up to a month in universities
in Thailand and India where we have already established teaching, research and
placement relationships that we hope eventually will form the basis for networked
mobility. A variety of activities will be arranged for these students; for example work
with museums, international offices, welfare and community-based organizations,
as well as special projects. Students in Australia would have access to national Asia-
Bound grants. In effect, these grants are part of a ‘reverse Colombo Plan’. Rather than
students from Asia studying in Australia—which played a crucial role in the demise
of the notions of difference that promoted the ‘white Australia policy’; students from
Australia are encouraged to study in Asia—and we would hope with similar positive
intercultural effects.

Because we intend to teach some of these subjects in Singapore or offer them from
Singapore, the opportunity also arises for Australian students to study four of the
major’s subjects during a semester at JCU’s Singapore campus. Singapore’s trimester
organization could make it possible for such study to occur over the Australian
summer vacation period. Alternatively, single subjects might be offered in block
mode in Singapore to attract students between Australian semesters. Additionally
we anticipate that our Singapore campus will enable us to expand the range of
language majors that we currently offer; thus for language students the Asian Nexus
major might complement an extended study in Singapore. And, of course, we hope to
encourage students on our Singapore campus to study for a semester on our Australian
campuses.

2.9 Conclusion—Asian Century to Asian Nexus

The major addressing the Asian Nexus, seeks—within normal academic
constraints—to transform our students into practitioners able to engage with the
University’s location in the tropical world, the University’s location at a cross-roads
of Asia, and further to the global world—with all its promises and dilemmas. We
want to offer our students authentic opportunities to become problem-solvers and
partnership builders. Above all, our students must grasp how Asia is transforming
our common human story into something that will be both challengingly foreign, yet
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unmistakably familiar (for all the world). But this will not be a unique shift in the
human story; indeed before this century is over we will be talking about the African
century.
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Chapter 3
Using Eportfolios in Transnational Asian
Campuses

Christine Bilsland

Abstract Research indicates that using ePortfolio assessment can result in high
levels of motivation, critical thinking, and engagement. This paper suggests that
benefits of ePortfolio assessments are especially valuable for Asian higher education
students from Non-English Speaking Backgrounds (NESBs). More specifically, the
paper proposes that transnational universities provide explicit guidance, coordinated
feedback and develop offshore staff commitment when implementing ePortfolios in
their Asian campuses.

3.1 Introduction

Electronic portfolios (hereafter called ePortfolios) in higher education are funda-
mentally collections of students’ work [1]. Work samples can include anything that
can be digitally stored—not only text, but images, video and sound files. Interest in
ePortfolios as assessment tools has increased significantly in the twenty-first century,
not only due to technology advances but also thanks to social, economic, political
and demographic shifts [2]. Higher education practitioners value not only the assess-
ment evidence but also the student-centred learning and engagement that ePortfolios
appear to nurture [3].

An ePortfolio can be assessed as one summative online collection, offering
convenience for both learner and assessor. However, the value of ePortfolios as
transnational assessment vehicles is not limited to online convenience. Due to the
flexibility of evidence that ePortfolio technology enables, this paper proposes that
ePortfolios give transnational universities the ability to offer offshore students lo-
cally and culturally relevant assessment opportunities. In addition, carefully planned
ePortfolio assessment strategies effectively support development of process skills
and critical thinking through formative assessment that incorporates early and regu-
lar feedback. The paper also addresses relevant cross-campus assessment moderation
issues.
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3.1.1 Definitions and Scope of Paper

This paper will use the term transnational university to refer to a university (the
home campus) that delivers its programme to students in an offshore location (the
host campus). Online degrees are related to “transnational higher education” as their
activities are conducted across borders; however, online degrees are not incorporated
into this paper’s scope. The paper’s focus is on higher education institutions that
deliver their “product” in a face-to-face delivery mode overseas.

Technology issues are outside this paper’s scope. Although technology consid-
erations are clearly fundamental to any successful ePortfolio implementation, this
paper will limit its discussion to the value that ePorfolios can bring to a transnational
environment from a learning perspective.

The paper sets a foundation by reviewing the impact of Asian campus enrolments
on Australian universities in terms of meeting offshore student needs. Then, ePort-
folio assessment approaches linked to meeting offshore learning needs are outlined,
followed by a discussion of challenges faced by transnational students relevant to
assessment and how ePortfolio assessment can provide support in these areas. The
paper reviews implications for assessment moderation, and highlights the need for
organisational alignment and communication with offshore staff. It identifies three
key focal areas especially relevant to effective transnational ePortfolio assessment:
explicit guidance, co-ordinated feedback, and staff commitment.

3.2 Literature Review

The expansion of higher education across national boundaries has become an estab-
lished global phenomenon. Students travel overseas in order to obtain either all or part
of their degree in a foreign country. However, a potentially more risky facet of this
global phenomenon is illustrated when universities deliver their programmes locally
in a foreign ‘offshore’ location. According to Ziguras, offshore student enrolment in
Australian universities stood at 20,000 in 1998. According to Australian Education In-
ternational, this figure increased to over 76,000 in 2010. The Australian Learning and
Teaching Council’s (ALTC) two year project of 2010 reported that more than 70 %
of Australian Universities’ offshore projects were located in four Asian countries —
Singapore, Malaysia, the People’s Republic of China (PRC) and Hong Kong.

The Australian Vice Chancellors’ Code (AVCC) directs universities to ensure that
the education they provide relates to the student’s context. This point is especially
relevant to Australian universities delivering courses in Asia. The Code requires that
institutions

ensure that international students not only gain an understanding of their discipline and
associated studies in an Australian context but also, where possible, be given the opportunity
to relate these studies to their home environment (AVCC 2002, p. 8).

A critical challenge for transnational universities is to effectively equip interna-
tional students with appropriate guidance and support to achieve university-standard
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outcomes. The International and Global Engagement section of the Australian
Government-commissioned Bradley Review identified the need for universities to
improve student support mechanisms, to provide all students with an education ex-
perience that enables them to get the most out of their courses, and to fulfil employer
work-readiness requirements on a global level. O’Keeffe and Donnelly report that
ePortfolio use can encourage greater participation from “non-traditional” learners,
including international students. Therefore, ePortfolios enable transnational univer-
sities to help their offshore students make the most of their degree experience through
greater participation.

According to O’Keeffe and Donnelly ePortfolios encourage learning beyond the
classroom. It makes sense for transnational universities to explore how ePortfolio
assessment approaches can be used to support offshore students to apply their learning
to their own local environment, in ways they find relevant.

3.3 EPortfolio Assessment Approaches: “Product”
and “Process”

Barrett [3] describes two approaches to using ePortfolios; the process or “workspace”
element and the product or “showcase” element; furthermore, she emphasises the
importance of the “learning” or process element, which often incorporates reflection.

Portfolios have evolved somewhat organically from their original use in artistic,
creative, and engineering fields to wider applications in higher education. This evo-
lution has moved in conjunction with shifts from teacher-centred to student-centred
learning approaches, for example those proposed by Biggs and Tang. Authors such
as Harvey et al. reported increased emphasis on graduate attributes, employabil-
ity skills, and the need for graduates to be “job ready”. A corresponding call to
document “authentic learning” by Hallam and Creagh advises universities to adopt
ePortfolios to demonstrate evidence of students’ work readiness as well as to de-
velop their communicative and process abilities. Constantly improving technology
provides transnational students and higher education providers with increasing ac-
cessibility to ePortfolio tools. Batson claims that these tools enable students to take
control of their own learning.

Using ePortfolios as assessment evidence that demonstrates student achievement
appeals to transnational educators who work with Non English Speaking Background
(NESB) students because they can assess students on their ability to perform the re-
lated task at hand, rather than assessing their English ability. However, James et al.
and Sullivan et al. conclude that assessing reflective “process” elements can be prob-
lematic due to the subjective nature of reflections, which can compromise assessment
reliability. Both the process and the showcase elements of ePortfolio assessment pose
challenges for transnational educators. Challenges relate to assessment relevance;
alignment of both staff and students to the purpose of ePortfolio assessment projects,
and provision of effective guidelines. A major challenge is dealing with marking and
moderation concerns. The next section of the paper discusses these challenges.
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3.4 Challenges Faced by Transnational Students/Universities
in Learning and Assessment

Biggs and Tang point out the importance of applying effective teaching principles
to all students instead of focusing on differences. However this section will identify
issues that apply in particular to transnational students that are relevant to ePortfolio
assessment. In addition to the obvious challenges that NESB students face with doing
university-level work in a non-native language, Asian students often come from
different primary/secondary education backgrounds (teacher centred), and different
cultural backgrounds. Offshore teaching and moderation of ePortfolio assessments
also represent a challenge faced by the university itself.

3.4.1 Lack of Familiarity with a Teacher Centred
Learning Environments

Because many Asian students come from a more “teacher-centred” scholastic envi-
ronment they may be used to doing what the teacher wants rather than directing their
own learning, a feature of ePortfolios. Adapting to a change in education style, as
well as a major change in how assessments are done (ePortfolios instead of an exam,
for example) requires quite a significant adaptation on the part of the transnational
student. Janosik and Frank interviewed ten second-year Master degree home campus
students who participated in an ePortfolio-assessed project. An emerging theme from
their study was the difficulty students experienced adapting to change.

Presumably offshore undergraduate students face similar or even greater difficulty
than Janosik and Frank’s subjects when introduced to ePortfolio assignments. They
already face challenges adapting to a different educational system delivered in a
foreign language. Therefore, the commitment of the teacher to the ePortfolio assess-
ment is even more crucial in the Asian offshore campus than it is in the transnational
university’s home campus.

3.4.2 Lack of Familiarity with Assessment Environment

Arkoudis outlined several challenges regarding assessment that international students
face when studying in a foreign university context. The notions of “cultural capital”
and “hidden curriculum” articulated by Devlin illustrate difficulties that students
from a non-traditional background may encounter with ePortfolio assessments in
transnational universities. Cultural capital incorporates tacit assumptions about how
things are done, while the hidden curriculum includes values and beliefs represented
by the “official discourse”.

Transnational universities can’t assume that their Asian offshore students will
possess this cultural capital of the university, or that they will readily recognise all
that the hidden curriculum incorporates. For example, the “hidden curriculum” of
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reflective writing that ePortfolio assessments often encompass requires students to
write in a personal style. However students from Asian sociocultural backgrounds
may find writing about themselves, their emotions, difficulties, hopes and future
dreams inappropriate in an academic setting. They need additional guidance and
support to write assessments in this style. Janosik and Frank’s previously mentioned
research on Masters students introduction to portfolio assessment found that although
students learn much about themselves through the use of reflection, they need a great
deal of regular reassurance and support throughout the process.

3.4.3 Possible Cultural Differences

Research on cultural differences in education has been well documented, as well as
criticised. However, research of cultural differences could be usefully applied to gain
better understanding of challenges that offshore students experience when presented
with unfamiliar ePortfolio process assessment elements. For example, according to
the Hofstede index of “uncertainty avoidance”, Australia scores a mid-range 51 indi-
cating a pragmatic approach that focuses on planning and rules. Vietnam scores 30,
indicating less emphasis on planning and rules but more on actual practice. An ePort-
folio task that emphasises a process element such as project planning may generate
fundamental miscommunication between local Vietnamese students, local teaching
staff, and the Australian host campus staff. Therefore university course developers
will need to incorporate assessment criteria and possibly marking allocations to raise
offshore student awareness of the importance of demonstrating planning and process
in ePortfolio assignments.

3.4.4 Teaching and Moderation Challenges Faced by
the Transnational University

Universities with high numbers of offshore students such as RMIT, Curtin, Monash
and the University of South Australia (reported by Australian Education Inter-
national) have produced reports to gain insight into challenges of transnational
assessment and moderation. Thuraisingam et al. discuss how moderation in the
transnational education environment is constantly dynamic and subject to systemic
tension. This tension is enhanced by sociocultural factors inherent in the use of
‘mediating tools’—defined as “means with which the subjects perform the activity”
incorporating “policies, practices, rubrics, exemplars, types and standards of assess-
ment and processes, assessment protocols, communication language and culture and
other resources”.

In terms of ePortfolio assessment this is an interesting finding, as Thurasingam
et al. also indicate that these tools carry cultural and historical meaning with them.
It is relevant to ePortfolio assessment—a relatively new assessment technique,
possibly at risk for subjective grading. When combined with goals to use ePortfolio
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assessment as a tool to provide offshore students with the benefits of flexibility
and fairness to demonstrate their real subject achievements, this study supports
the need for further collaborative research on dealing with systemic tensions
inherent in moderating transnational ePortfolios, and work on establishing tools
that use ePortfolio assessment to achieve valuable outcomes for both the students,
prospective employers and the university itself.

3.5 Recommendations to Deal with Challenges Through
ePortfolio Assessment

3.5.1 Explicit Guidelines

Although provision of clear assessment guidelines is an assessment fundamental,
according to James et al. “the process for arriving at a grade is a mystery for many
international students”. When unfamiliar assessment elements are embedded into
ePortfolio assessment tasks, transnational students require explicit guidance and
instruction that highlight these particular elements. Arkoudis reported that having
all assessment expectations explained is a key area of international students’ con-
cern. Therefore, universities must systematically provide clear, specific and complete
guidance on what needs to be done (assessment evidence) and how it needs to be
done (assessment process) when introducing ePortfolio assessments to transnational
students.

Providing exemplars of ePortfolio assessments provides clear, valuable guid-
ance. The Centre for the Study of Higher Education’s 2002 publication on assessing
students unfamiliar with assessment practices in Australian higher education recom-
mends provision of exemplars—a memorable comment from the report was “without
these (exemplars) it’s the equivalent of trying to write a PhD without ever having seen
one”. The desirability of providing ePortfolio exemplars for students is supported by
various researchers.

Additional time to explain ePortfolio elements in class may be required in order
to support students to effectively develop process skills.

3.5.2 Coordinated Feedback

Giving early, timely, frequent and appropriately useful formative feedback is crucial
in the offshore environment, particularly at the start of the ePortfolio introduction.
Harris et al. and Smyth et al. noted the importance of formative feedback in ePort-
folio implementation. Snider and McCarthy studied international student ePortfolio
users, and reported that students valued this formative feedback support. Providing
feedback helps students feel recognised, and can usefully improve their assessment
results as well as their perceived skill.
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Students need to be guided early, not only to make sure they are on the right
track but also to develop and maintain motivation and enthusiasm for ePortfolio
assessment. Additionally, obtaining early and continuous feedback is an effective
strategy for staff to monitor student progress (both on “evidence” and on the ‘pro-
cess” reflective elements of the ePortfolio) and to identify “at risk” students early
enough to intervene. Additionally staff should gain improved insight into their stu-
dents personally (from reading reflective entries). Regular, planned communication
of the resulting student feedback from offshore teaching staff to the home campus
course management and administration can be used as a research source to enable
the organisation to become more aware and responsive to the offshore environment.

3.5.3 Develop Offshore Staff Commitment

Offshore teachers may also require additional support due to the lack of implicit
cultural capital and understanding of the “hidden curriculum” when presented with
ePortfolio assignments with different expectations than the methods of assessment
they are accustomed to. According to Johnson and DiBiase, supported by Harris
et al. it is critical to instil perceived value into ePortfolios. Staff buy-in is crucial
from the start of an ePortfolio project. Without commitment of staff to the inherent
value of the ePortfolio, students lose motivation and aren’t likely to productively
participate in ePortfolio activities. This may be especially true in countries where
the primary/secondary education environment has, until now, reflected a teacher-
centred approach. Therefore, it is important to establish offshore and onshore staff
buy-in from the start of the ePortfolio implementation. To ensure this, offshore
staff should be part of the ePortfolio assessment development process. Selection of
content to reflect local requirements, incorporating learning outcomes relevant to
both local students and their prospective local employers, establishing marking and
moderation procedures need the contributions of offshore staff. The offshore staffing
environment, for example offshore staff members are often sessional and hold other
jobs, also needs to be considered when scheduling workload.

Thuraisingam et al. in their report on assessment moderation in transnational
education also recommended that ePortfolio marked exemplars be shared with all
teaching and marking staff in all campuses. These should be made available early
in the semester, so that teachers clearly know what standards are expected of the
ePortfolio assessment and can feed back appropriately to help their students during
the process.

3.6 Conclusion

The body of research on ePortfolios in higher education is growing. However, there
is a gap in research on ePortfolio application to learning and assessment issues spe-
cific to offshore transnational campuses Applying a standard “template” ePortfolio
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strategy to a university’s home and host locations, rather than an adaptation strategy,
is too risky to implement without first researching the offshore market situation and
needs.

This paper identifies three elements of ePortfolio assessment with particular
relevance for transnational universities that warrant further research. These ele-
ments encompass appropriate guidance, effective formative feedback provision,
and collaboration with staff to develop commitment to ePortfolio implementations
offshore.

The responsive communication and personal attention that is inherent to timely,
valuable formative feedback on ePortfolio projects could also provide the transna-
tional university with incidental benefits; more highly motivated students who
demonstrated higher affiliation with the transnational university. Collaborative re-
search between universities on ePortfolios should investigate ePortfolio assessment
practices in offshore Asian campuses, especially for Australian universities that
espouse ePortfolio projects as well as offshore delivery of these projects in Asia.
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Chapter 4
International Higher Education: Reasons
Students Choose Singapore

Robyn Anderson

Abstract A gap exists in the research literature on why international students choose
to study at offshore, higher education, Australian campuses in Singapore. The paper
presents findings from a focus group interview, which shows that higher education
institutions in Singapore have become a viable alternative to the traditional study
destinations of the United States, the United Kingdom or Australia for many students
in Asia. Factors influencing students’ choice of study destination and choice of higher
education institution are discussed, and based on these observations and Australia’s
connection to Asia, suggestions are offered to strengthen this growing area.

4.1 Introduction

International students are defined as “students who have moved from their country of
origin for the purpose of studying”. International students from Asian have tradition-
ally sought to study in the United States, the United Kingdom or Australia because of
the quality and reputation of universities in these countries. Australia, in particular,
has developed international education into an industry generating Australian $ 16.3
billion in export income per year [1]. One aspect of this growth industry has been
the development of offshore higher education campuses, particularly in the Asian
region. Despite this growth in offshore campuses, there have been no known stud-
ies on why international students might choose to study at an Australian offshore
campus, and particularly a campus located in Singapore. The study thus seeks to
understand why one group of international higher education students chose to study
at an Australian, offshore, higher education campus in Singapore rather than study in
Australia or elsewhere in the world. The paper first considers some of the literature
on international education. A methods section outlines how the study was conducted,
followed by the findings and discussion of the study. Finally, recommendations are
offered with the conclusion.
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4.2 The Literature

The literature focuses on three areas for consideration in the study and includes:
the globalization of higher education; Australian higher education and offshore
campuses; and factors that may influence international students’ choice of study
destination. Each area will be discussed in turn.

4.2.1 The Globalisation of Higher Education

As economies and societies have become more globalised, so has higher education.
According to the United Nations Educational, Scientific and Cultural Organization
(UNESCO), the number of students who enrolled in a higher education course out-
side their country of citizenship increased from 0.8 million students worldwide in
1975 to 4.1 million students in 2010, representing more than a fivefold increase.
The Organization for Economic Cooperation and Development (OECD) argue that,
as the world becomes more globally oriented, students too are increasingly seeking
overseas study destinations to gain a more global perspective in their professional
fields, possibly to improve their employment prospects upon graduation. While tra-
ditional study destinations such as the United States (US) received the largest share
of international students in 2010 with “17 % of all foreign students worldwide, fol-
lowed by the United Kingdom (UK) (13 %), (and) Australia (7 %), new forms
of international higher education are emerging in the form of offshore campuses,
and particularly in Asia. Asian students currently represent 52 % of international
students enrolled worldwide and characterise one of the major growth areas of in-
ternational higher education with Asia becoming one of the world’s fastest growing
study destinations. Such changes may reflect the differences in countries’ interna-
tionalisation approaches, such as proactive marketing in the Asia- Pacific region and
the consequent setting up of offshore campuses.

4.2.2 Australian Higher Education and Offshore Campuses

Offshore campuses are operations where higher education institutions expand, some-
times through franchised agreements, and from where they are based, such as in
Australia, to beyond their borders to countries such as Singapore. Whilst offshore
campuses are not a recent phenomenon, “they are becoming more prolific and world-
wide, their numbers have increased eightfold between 2002 and 2009”. Offshore
campuses are becoming a more common feature of international higher education,
and as Norris notes, in 2009 there were 162 offshore campuses worldwide. Matchett
states that many “international students at Australian universities” did not step ashore
lastyear. .. choosing instead to “study at branch campuses overseas”. Of the 308,234
overseas students enrolled at Australian universities in 2011, 79,826 (26 %) of these
students were enrolled as offshore students [2]. The Royal Melbourne Institute of
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Technology (RMIT), Murdoch University, Monash University, Swinburne Univer-
sity and James Cook University were among the top five universities that experienced
strong growth in offshore enrolments from 2004 to 201 1. The next section considers
factors, which may influence international students’ choice of study destination.

4.2.3 Factors Influencing International Students’ Choice of Study
Destination

A number of important factors determine international student’s choice of study des-
tination choice. Mazzarol and Soutar suggest that international students more often
choose their study destination according to the relative costs of education and liv-
ing expenses. The deterioration of international enrolments in the United States and
the United Kingdom may account for this choice and may be one reason why Asia,
including Singapore, has been one of the fastest growing regions for international
higher education. Sidhu, Ho, and Yeoh, similarly noted in their study of international
students at the National University of Singapore that Singapore’s lower cost of living
compared to that of North America, Europe or Australia was significant in attracting
students to study in Singapore. A country’s immigration policies may allow or dis-
allow international students to migrate for the purposes of study. As such, “several
OECD countries have eased their immigration policies to encourage the temporary or
permanent immigration of international students”. The OECD argue that students’
choices are more often “based on the quality of education offered, as perceived
from a wide array of information on, and rankings of, higher education programmes
now available, both in print and online”. The emergence of university rankings and
the relative importance given to them by many Australian universities reflects the
perception that the quality of the institution is important for international students.
Mazzarol and Soutar and Sidhu, Ho, and Yeoh, similarly found that for international
higher education students, quality of education is an important factor. A range of
other factors may also influence international students’ choice of study destination
such as “the flexibility of programmes in counting time spent abroad towards degree
requirements; recognition of foreign degrees; the limitations of tertiary education in
the home country; restrictive university admission policies at home; geographical,
trade or historical links between countries; future job opportunities; (and) cultural
aspirations”. The next section considers how the research was conducted to answer
the research question: Why one group of international students chose to study at an
offshore Australian higher education campus in Singapore rather than in Australia
or elsewhere in the world. The research method looks at the research approach, data
collection tools and method of analysis.

4.3 The Research Method

To understand why one group of international students chose to study at an offshore
Australian higher education campus in Singapore rather than study in Australia or
elsewhere in the world, a qualitative approach was employed. Grounded theory was
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the chosen paradigm of inquiry and as a tool for analysis “for examining established
concepts afresh”. While various studies have offered reasons for students’ choice of
study destination, reasons for students’ choice of an Australian higher education cam-
pus in Singapore may be different, particularly as context may influence outcomes
[3]. To answer the ‘why’ of any research endeavour, McNaughton and Hughes sug-
gest that a focus group interview is an appropriate data collection tool to discover
the views of a specific group of people regarding a specific topic. The focus group
participants included one group of international students who chose to study at an
Australian campus in Singapore. The ten participants included five male students
and five female students; eight students were from India and two students were from
China. Of this cohort, nine students were aged 2223 years and one student was aged
30-40 years; eight were masters students and two were bachelor degree students un-
dertaking courses in information technology, business or education. The focus group
interview was conducted on 15 November 2012. Following general introductions, the
question, “Why did you choose to study at an Australian university in Singapore?”’
set the course of the interview; in this way, no ‘priori categories’ limited students’
constructions of the topic. The focus group interview was approximately 50 min in
length, was recorded and transcribed for later analysis. Pseudonyms were used to
preserve anonymity outside the group. The transcript was returned to the researcher
and made available to participants to verify its authentication.

Analysis of the transcript data included coding according to themes and cate-
gories constructed from the discourses on which the participants drew. The concept
of discourse defines ways of thinking within institutions, demarking boundaries of
possible truths in language. Within international higher education there are a range
of competing and contradictory discourses, which are influenced, by discourses in
the wider society. Discourses influence the decisions international students make in
choosing a study destination and in the particular institution for study they choose
as well as how they are described or positioned within those discourses. There was
a constant movement between analysis, reflection, (re)reading and (re)writing until
the research was complete. The research essentially involved consolidating, condens-
ing and weaving together of individual student views on study destination choice.
Bryman and Burgess suggest that there “is no standard approach to the analysis of
qualitative data”. The next section considers the findings and analysis of the focus
group interview.

4.4 Findings and Discussion

4.4.1 Discourses in International Education

The focus group interview was analysed using the concept of discourse to understand
why international students chose to study at an Australian university in Singapore. It
revealed that students drew upon a range of discourses available through the media
and internet, including discourses of educational quality, cost, international/global
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exposure, multicultural environments, visa issues, safety, proximity to one’s home
country, and Singapore as an educational and financial hub. The three most significant
reasons for choosing an Australian university in Singapore, drawn from the discourses
used, will be discussed in turn.

4.4.2 Quality of Education

Eight of the ten students interviewed said that the quality of education was one of
the main considerations in choosing a study destination:

I think the main reason I came to Singapore . .. I think the quality of education. (Soo, Focus
Group Interviews, November 15, 2012).

The emergence of university rankings and the relative importance given to it by
many Australian universities, who advertise rankings on their websites, reflects the
perception that the quality of the institution is important for international students.
As Mazzarol and Soutar and Sidhu, Ho, and Yeoh, noted, for international higher
education students, quality of education is an important factor and their choices may
be influenced by the reputation and information about the institution. Similarly, for
many, the quality of education available at a chosen study destination was also tied
to the quality of the university, and specifically, an Australian university:

Well firstly it would be the reputation of the university, I mean, I know that the Australian
standard was what I was looking for ... (Win, Focus Group Interviews, November 15,
2012).

The quality of education that they (the Australian university) could provide in that one year
was of a high standard. (Krishna, Focus Group Interviews, November 15, 2012).

Ok, I actually applied to an Australian university and I got my admission as well. But then,
there wasn’t enough time for my visa processing. Nevertheless, I didn’t want to give up
because I like the standard for Australian education so it was a blessing, which came out
that you have an Australian university here in Singapore (Bibi, Focus Group Interviews,
November 15, 2012).

The OECD states that students’ choices are more often “based on the quality of
education offered, as perceived from a wide array of information on and rankings of
higher education programmes now available, both in print and online”. Many of the
discourses relating to quality of education were drawn not only from online sources
available through the Internet, but also through talk in the community and among
friends, as one student revealed her source:

Through the internet (and) a couple of close friends (Chanda, Focus Group Interviews,
November 15, 2012).

Students in the interview believed that studying at a high quality educational institu-
tion, no matter where it was located, positioned them well in their future job prospects
and career opportunities. “Tuition costs do not necessarily discourage prospective
international students, as long as the quality of education provided is high and its
likely returns make the investment worthwhile”.
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4.4.3 Costs

Six of the ten students interviewed stated that relative costs associated with study
were a consideration in their choice of study destination, which Mazzarol and Soutar
similarly found. In the context of competitive markets for international tertiary ed-
ucation of similar quality, lower educational costs including the cost of living, are
more likely to attract international student, which some students in the focus group
indicated:

The expense of everything (in Singapore) is much better compared to other countries . . .
(Ravinder, Focus Group Interviews, November 15, 2012).

Compared to the US and UK, the affordability is quite low in Singapore—that’s my first
reason (for studying in Singapore). (Krishna, Focus Group Interviews, November 15, 2012)
Second, I think the cost ... cost is not as high as Australia or other European countries or
the UK (Soo, Focus Group Interviews, November 15, 2012).

For students, the issue with costs was mostly related to the overall cost of education
and living expenses during the course of study. For some however, the cost of fees
at the chosen institution were also a consideration:

Actually ... I came to know about the university because of my friend who just joined
the semester before I joined ... he told me the cost of everything in Singapore and the
university, the expense, the fees, everything. Compared to other universities like (the) US
and UK, which I applied (to) ... I feel like the cost, the fee structure and everything is like
lesser than that (the US and UK) because I had to take a loan—so I feel that by studying
at JCU Singapore it’s a good standard of education and less expensive. (Ravinder, Focus
Group Interviews, November 15, 2012).

The fast-tracking of courses at particular institutions is a further attraction for students
as it reduces the length of time spent overseas, the cost of living in another country
and therefore the overall cost of education as Mazzrol and Soutar suggest and as one
student indicated.

For me it (the choice to come to Singapore) was the time period of the course, that is the
one-year course that I am doing and considering the cost of the degree, the one-year course
(fast-tracked) was also affordable (Kriskna, Focus Group Interviews, November 15, 2012).

As study and living costs are important factors for international students, Australia
may see areduction in international student numbers if the Australian dollar continues
to strengthen. However, offshore campuses in low-cost locations may be a viable
solution.

4.4.4 International/Global Exposure

Six of the ten students interviewed had taken up the discourse of ‘global exposure’
and was one of the main reasons they came to Singapore. The OECD suggests that
“(o)ne way for students to expand their knowledge of other societies and languages,
and thus improve their prospects in globalised sectors of the labour market, such as



4 International Higher Education: Reasons Students Choose Singapore 37

multinational corporations or research, is to study in tertiary institutions in countries
other than their own”. In an increasingly globalised world, students are likely to
better position themselves as competitive in the job market if they gain international
experience, exposure, and an ‘international’ perspective during their studies. When
asked why they chose to study in Singapore, six of the ten students interviewed
revealed that they had clearly taken up this discourse to better position themselves
for their future:

Researcher: So why did you choose to leave (home country)?
Bibi: For a new perspective . . .

Most of the students’ references concerned exposure to other cultures and education
systems within Singapore:

I want exposure and another country’s education system ... (Ravinder, Focus Group
Interviews, November 15, 2012).

I too wanted global exposure so as I studied in my country for the past 20 years, I wanted a
global exposure and I came out of my country (Mutha, Focus Group Interviews, November
15, 2012).

Yeabh, it is definitely the global exposure that makes the difference (Chanda, Focus Group
Interviews, November 15, 2012).

I need an international education so I chose this university (Lalit, Focus Group Interviews,
November 15, 2012).

The ConfluenceEdu website reinforces this discourse of global/international expo-
sure to prospective international students, particularly students from India, affirming
that study in Singapore might ensure from the subject position of ‘international ex-
posure’, they might positioned as having a “global outlook”. As many of the students
in the focus group interview were studying business degrees, it may have been even
more imperative that they gain a ‘global outlook’ of overseas business methods to
position themselves well in their profession.

4.5 Conclusion and Recommendations

The study sought to understand why one group of international higher education
students chose to study in Singapore at an Australian higher education institution.
The focus group interview found that students drew on a range of discourses drawn
from the Internet, media and wider society relating to educational quality, interna-
tional/global exposure and cost of living and education. In relation to choosing an
Australian university, students took up discourses relating to the university’s repu-
tation and quality of education, the fast tracking of courses and relative costs. Thus
students in the focus group interview indicated overall that they chose not to study
in Australia or elsewhere in the world because a similar quality of education could
be offered to them at a lower overall cost. Given that such students chose Australian
campuses in Singapore for these reasons, further research into how Australian uni-
versities might better cater for and improve the experience of international students in
Australian offshore campuses in Singapore or elsewhere in Asia, might better support
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Australia’s third largest industry, international higher education. As higher education
becomes more globalized, international student enrolments worldwide are likely to
increase, particularly if the cost of higher education in traditional study locations
such as the UK, the US or Australia continues to remain high.
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Chapter 5
TCK Professional Development for International
School Teachers in China

Yvonne McNulty and Margaret Carter

Abstract Inthis paper we draw on a qualitative study of 21 focus groups at two inter-
national schools in China, to examine the professional development of international
school teachers in response to the needs of third culture kids (TCKs). Comparing the
perspectives of 42 teaching staff and 37 parents, this study presents new perspectives
and insights in exploring whether teachers at international schools in China have the
skills and competencies to be responsive to the needs of TCKs, and where gaps in
their professional development may exist.

5.1 Introduction

The purpose of our study is to examine the agenda for professional development
for teachers in international schools in China in response to the needs of ‘third
culture kids’ (TCKSs). Our fundamental argument is drawn from Grimshaw and Sears,
wherein the needs of TCKs differ from those of children from non-expatriate families.
‘We contribute to the literature on international education by extending the very small
number of empirical studies that explore international school teachers’ professional
development and diversity in education. Carter and McNulty, for example, found in
their study in Singapore that international school teachers’ often require a specialized
set of skills and competencies to effectively cater for the specific needs of TCKs. In
drawing on data from 21 focus groups of teachers and parents at two international
schools in Shanghai, we build on extant literature to provide international school
teachers and parents a voice in which to share their ‘lived experience’ regarding TCKs
in the international school setting. We further extend prior studies by gathering data
from the parents of TCKSs, an under-researched population.
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5.2 Third Culture Kids and International Schools

Third culture kids are the children of parents who live in a foreign country for their
work. Such ‘work’ may include occupations in the military, diplomatic corps, mission
field, non-profit sector, education, and international business. TCKs differ from
global nomads (people who are living an international lifestyle) because the TCK
experience is specific to childhood. The TCK experience is marked by the continual
process of living in and among different cultures which Pollock and van Reken
argue ‘affects the deeper rather than the more superficial parts of [TCKs] personal
or cultural being’. TCKs’ life is therefore impacted by the two interconnected realities
of being raised in, and experiencing: (1) a truly cross-cultural world beyond only
watching, studying or analyzing other cultures from a distance; and (2) a highly
mobile world which continually changes in terms of people, places, and things.

TCKs spend a significant portion of their developmental years outside their par-
ents’ culture. Useem defines three cultures that TCKs inhabit. The first is a child’s
country of origin and/or parental culture, of which they hold a passport but may or
may not have been born in. The second culture is the host country in which a child
is currently living. The third culture is the community within the second culture
that a TCK most identifies with in terms of a shared lifestyle and meaning, e.g. an
expatriate compound, or an international school.

We define an international school as one that is ‘independent of any national
system of education, and that offers a curriculum which is different from that in
the host country’. The international school represents the ‘third culture’ in which
many TCKs are immersed and in which they find comfort, security, and a sense of
shared identity. Its significance is therefore critical in helping TCKs thrive in their
international environment, largely because it provides them with a sense of belonging
in relationship to others of a similar background.

5.3 Professional Development for International School Teachers

Interest in the professional development of teachers in international schools stems
from the well documented research linking quality training and quality learning and
teaching environments. This research has consistently demonstrated that the profes-
sional development of teachers is the cornerstone of excellence, wherein ongoing
staff training contributes to the optimal development of children and reflects the
quality of the curriculum and pedagogy children are immersed in. Adapting from
Evers et al., we define teachers’ professional development as authentic participation
in professional learning sessions. This includes training, reading, dialoguing, exper-
imenting, reflecting, and collaborative activities formally delivered and informally
experienced as on-the-job work integrated learning.
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5.4 Research Questions

Building on extant literature (e.g. Alviar-Martin and Ho 2011; Evers et al. 2011),
this study is salient in informing the professional development agenda for teachers
in the international school context, both in China and further afield. We outline two
specific research questions:

RQ1: What is teachers’ experience with TCK professional development and learn-
ing?

RQ2: (a) What do teachers say they need in terms of ongoing professional develop-
ment in relation to the TCK issue? (b) What professional learning do parents’
perceive teachers of TCKs require?

5.5 Method

In April and October 2012, we conducted 21 focus groups with approximately 80
teaching staff and parents at two international schools in Shanghai. (Given the limited
time teachers have available to contribute to outside research, this methodology is
seen as most appropriate as data can be collected quickly and efficiently over a short
period of time). Participants were recruited via email invitation disseminated by a
senior member of staff at each school who facilitated our access. An invitation letter
outlining the project details was attached to the email invitation, along with a consent
form, with staff and parents volunteering to participate by indicating their interest
and availability directly to a member of the research team. Participants were drawn
across the infant, junior, middle and senior school. Focus groups were held during or
immediately after school hours, in the school grounds, and were recorded, running for
between 1 and 3 h each, and being facilitated by a member of the research team. Staff
participants ranged from active full-time teaching staff, counselors, subject teachers,
learning support, and heads of departments. Parent participants were mothers and
fathers of children enrolled at each school.

Data were coded using NVIVO v9.0. Transcripts were content analysed and com-
mon themes identified. To facilitate greater reliability and validity of the data, both
researchers coded data independently to facilitate a process of inter-rater reliability,
coming together post-analysis to discuss discrepancies and agree on common themes.

5.6 Findings

5.6.1 What is Teachers’ Experience with TCK Professional
Development and Learning?

Our findings show that there is no clear answer as to how international school teachers’
receive their learning and training specific to TCKSs in the international school context
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to then translate this training specific to TCKs in the classroom. Mirroring other
findings in relation to general professional development, teachers do not perceive
that they are provided with specific and relevant formal training to help them acquire
expertise on supporting TCKs, relying instead on their own self-education, from
the children in their class, and from peers. Professional development as on-the-job
training therefore emerged as a critical, albeit informal and reactive, method of
training for international school staff. Some teachers’ noted their experience was
gained through student interaction, with “students’ as teachers”.

Additionally, the relationship between parents and teachers is seen by many teach-
ers as a form of professional development unique to the international school context,
with a greater emphasis on building this relationship than in home-country schools.
Teachers therefore prioritized home-school communication, recognizing that a high
level of parental involvement in TCKs schooling is common among most schools
they had taught in:

I think parents for TCKs are much more involved in their child’s education . . . and I think we
do try to involve them in maybe not so much in all areas of the curriculum but particularly
things like reading, we give feedback and parents are involved in those kind of things at
home and through the homework and the communication that we have. (Staff, School #1)

5.6.2 What do Teachers Say they Need in Terms of Ongoing
Professional Development in Relation to the TCK Issue?

Our second research question explores which areas of professional development
teachers in the international schools identified as enabling and empowering them to
respond to the needs of TCKs. This includes what they would prioritize in terms
of being inducted, mentored, and supported in their professional learning specific
to TCKSs. From participant responses we identified a number of important training
needs.

5.6.2.1 Formal Induction Training for Staff and Students

Staff spoke highly about the practical aspects of induction provided by their school,
and that the information given was very helpful. But some staff also spoke about
superficial attention to TCK issues during induction at all levels of the school or-
ganization, for students as well as staff. Many felt that the TCK phenomenon is
trivialized and not given the importance it deserves. Ideas to better prepare teachers
for the TCK classroom include:

Something like a bridge, a stepping stone, a little haven. We use to have this back in my
school in the UK, a big forum where students could come in and talk about things, not just
to the counselor, not like an AA type of thing, but where they are expressing their views and
thoughts. But it also factored in their orientation. They are given a period where they are
breathing in the school. We are picking up on their experiences and we can talk about that
in a friendly environment and explore how they are thinking and feeling. (Staff, School #2)
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5.6.2.2 Curriculum Training and Pedagogy

Teachers working with TCKs would like to honour childrens’ heritage and life cir-
cumstances as part of their curriculum. Professional development here needs to be
imbedded in curriculum pedagogy professional development more directly:

In Year 3, the topic for the first two weeks is ‘You and Me’. I always make a big distinction
between where you identify with as in a countrys; it is entirely up to you and it’s not determined
necessarily by your passport. The reality is, the majority of our children are Chinese, but
have a passport of a different nationality. The majority of them probably spend as much time
here as anywhere else. It’s down to what they identify with, as opposed to a piece of paper.
(Staff, School #2)

The relevance of the curriculum to cater for the student population was identified
by teachers as a conflict and a challenge. Bridging the curriculum gap is a major
challenge, especially when children come from a different national curriculum to
that at their school.

5.6.2.3 Identity Development and the Learner Profile

Identity was named by teachers as one of the biggest challenges for TCKs. Creating
teaching and learning spaces responsive to building TCKs sense of identity was
named as a priority professional development need. Teachers acknowledged that
students of certain ages struggle with TCK identity issues, e.g. where am I from?
Which location is meaningful to me? In terms of professional development, teachers
recognised that this was a significant issue for older students in particular, but there
is no formal training or system in place to assist them to respond and address student
identity issues. Some addressed it based on personal and private experience (as the
parents of TCKs or being an adult TCK), some referred them to the school counsellor,
and others relied on prior experience at other international schools:

I see it from this one student, she says it straight out, she sees herself coasting from one thing
to another and she can’t truly and internally represent who she is. She is struggling with that
so she is always experimenting with different belief systems, different cultural values. What
is she meant to do? She is continually struggling with that in her head but she does know
that in the paradigm of things there is a western culture that is a dominant running system,
and then there’s a sub-culture that she may belong to. (Staff, School #2)

5.6.2.4 Mobility and Transitions for Students

A consistent issue for teachers inherent in the international school context is the high
mobility and transitioning of students in and out of the school system. Repatriation or
re-assignment to another location was found to be a major source of stress for teachers
because they often felt ill-equipped to prepare students, the class and themselves for
the sadness and grief that accompanies the regularity of students transitioning out of
the school. The reality of being an international school teacher is nonetheless that
students do have high mobility and will be transitioning in and out of the school
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setting. In the absence of formal training to cope with this aspect of their role nor a
formal process within the school to draw upon, many teachers implement informal
pastoral care based on personal or prior experience. Part of this focus centers on
recognition and respect of TCKs and issues surrounding their life journeys:

I think staff are quite constantly on alert that there are new children. We do have certain
periods in the year where there are big influxes but we have new children arriving every
week too and it’s not uncommon to see a staff member walk down the hallway and stop
and speak to a child because they have that look of ‘oh my god’. They’ve got a shiny new
uniform and so on. I think in maybe a home UK school it wouldn’t occur to you, it wouldn’t
be on your radar that that child’s new—but here, because they’re new constantly, we as staff
are all aware of that and all try as best we can to help them. (Staff, School #1)

Acknowledging and supporting student transitions was a priority for many teachers.
Many devised environmental systems, creating a sense of security and belonging.
How this culture was achieved varied between teachers’, curriculum areas, and
developmental levels:

I have really clear routines in my classroom, and the clearer the routines, the easier it is for
TCK children ... I think it’s good for any child but I think it’s even more vital for those
children who don’t have a clear understanding of how this place called ‘school” works in
this system. So I’ve always found in my experience that not deviating from those routines,
which sounds really inflexible, but then they know exactly where they sit. It gives them a
sense of security. (Staff, School #1)

5.6.2.5 Staff Workload

There is a strong sense that parents to not understand the workload of an international
school teacher in comparison to their home-country experiences with local teaching
staff. Managing this workload is a major concern in order to avoid burnout:

I'have a larger workload here than I did in the UK, but it comes with a lifestyle that I wouldn’t
have had in the UK. (Staff, School #1)

5.6.3 What Professional Learning Do Parents’ Perceive Teachers
of TCKs Require?

5.6.3.1 Mid-term Entrants

The time of the year TCKSs enter the curriculum program warrants particular attention.
Parents identified many problems with mid-term starters in relation to them being
embraced into the classroom culture, curriculum gaps, and cracking friendships and
social groups:

You would think because they’ve got kids slotting in all the different time through the year
that there’d be this continuum of “Alright, we’ve got a new person, this is where we’re at”
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and have someone focus on that child to say “Right, have you got this? Have you got that?
Have you got that?” But there isn’t. (Parent, School #1)

5.6.3.2 Curriculum Gaps

Bridging the curriculum gap is a major challenge for children and parents, especially
when children come from a different national curriculum. Gaps need to be addressed
and clearly communicated to parents to assist in each child’s learning and to reduce
stress at home which can sometimes be ongoing for a number of months or years
until a child has ‘caught up’:

This is a [national] school and therefore it is fine to study [its currency] and all of that, but
let’s also acknowledge that there are renminbi. We don’t go to the shop with US dollars or
whatever. We go with RMB. (Parent, School #2)

5.6.3.3 Employing High Quality Teachers

While parents perceived that professional development in relation to TCKs is essen-
tial for international school teachers, many also felt that ‘being a great teacher’ is
more than simply receiving training. During the focus groups, there was frequent
discussion about the motivation for teachers’ to commit to an international school
career as a profession, either as a deliberate career choice or a fall-back job for those
wanting to travel and work overseas:

Part of getting what the TCK is about is just being a great teacher who can understand each
child’s needs individually and cater to that. (Staff, School #2)

5.7 Conclusion

Five important stakeholders directly benefit from the findings of the research overall.
The most important is international school teachers in terms of informing their over-
all professional development. A second beneficiary is TCKs themselves, in terms
of having teachers who are more responsive to their needs, i.e., by building the ca-
pacity of teachers to respond to the needs of TCKs enrolled in their schools/in their
classroom. Schools also benefit in terms of enhancing their profile as an institution
that intentionally addresses the “TCK’ child, to then (1) improve their standing in the
international community as a school that cares, and (2) building the attractiveness
of their school to potential enrollees/parents. Local governments also benefit from
the enhanced learning and training of international school teachers, particularly for
nations (1) seeking to fulfill their broader national strategies at the geo-political level
(e.g. to attract high level foreign talent to, for example, Singapore, Hong Kong and
China), and (2) to enhance the credibility of their country as a knowledge hub. Lastly,
academia benefits from our study given that this research represents an opportunity
to make an original contribution to the literature on an under-researched topic.
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Overall, our findings constitute an incremental but important step towards under-
standing how professional development in the international school context can help
teachers acquire a specialised set of skills and competencies to effectively cater for
the specific needs of TCKs. In doing so, the TCK phenomenon can be more specifi-
cally reflected in the curriculum to become part of the culture of a school community,
which will ultimately enhance the overall wellbeing and wholeness of each child in
the international school setting in China.



Chapter 6
GlobalNxt University: A New Paradigm
in Transnational Education

Kanishka Bedi and Amy Wong

Abstract Transnational education is characterized by diversity in teaching and learn-
ing, as the learners are normally located in a host country different from the awarding
institution (Machado, Tertiary Education and Management 8(2):97-112, 2002).
The transnational educational model requires knowledge and information presented
across national boundaries by educators or educational materials through various
electronic means (Global Alliance for Transnational Education (GATE) Certifica-
tion 2003). This paper discusses the academic heritage of GlobalNxt University, a
purely online academic institution with a transnational outreach in terms of students
and faculty that delivers degree programs through a global classroom pedagogy. The
paper also examines the development, aspirations, challenges and the way forward
for the university.

6.1 Introduction

Recent advancement in information technology has changed the nature of global
educational knowledge and gave rise to a new knowledge economy. The new infor-
mation and communication technologies facilitate different and more decentralized
ways of providing education, and this contributes to the restructuring of teaching,
learning, and research in the higher education system. Increasingly, tertiary institu-
tions in Asia are adopting transnational education as a key strategy to diversify and
internationalize their higher education systems [1, 2].

As information technology innovation and infrastructure improve, online educa-
tion gains popularity and acceptance. This paper discusses the academic heritage
of GlobalNxt University, a purely online institution with a transnational outreach in
terms of students/faculty that delivers degree programs through a global classroom
pedagogy. The paper also examines the development, aspirations, challenges, and
the way forward for the university.
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6.2 Transnational Education

Following the Code of Good Practice in the Provision of Transnational Education
adopted by the Lisbon Recognition Convention Committee, transnational education
is defined as “all types of higher education study programs, or sets of courses of
study, or educational services in which the learners are located in a country different
from the one where the awarding institution is based [3].” These higher education
programs may belong to the educational system of a country different from the one
in which they are offered, or may be offered independently of the national system.

As such, transnational education, which crosses the borders of higher education
systems, is characterized by diversity in teaching and learning, as the learners are
normally located in a host country different from the awarding institution [4]. The
transnational educational model requires educational knowledge and information
presented across national boundaries by educators or educational materials through
various electronic means [5].

6.2.1 Types of Transnational Education

There are several types of transnational education, depending on the different institu-
tional arrangements [4]. One common arrangement is the franchising process, where
the franchisee provides part of the educational program of the franchiser higher ed-
ucation institution, which can be recognized as partial credit towards a qualification
at the franchiser’s home country. Another arrangement is via the establishment of a
branch campus by a higher education institution to offer its own programs in another
location. In addition, two or more institutions can agree on a joint study program in
terms of study credits and credit transfers, so that students can articulate into another
institution’s program. A higher education institution can also offer international or
off-shore programs, although such programs are seldom recognized in the host coun-
try. Other arrangements include establishing a corporate university or engaging in
distance or online learning via remote means.

6.2.2 Pros and Cons of Transnational Education

Transnational education represents an important contribution to improve access to
higher education, especially in under developed countries or countries where the
demand far exceeds the supply from the country’s official higher education system.
With transnational education, there is diversification in the way in which educational
programs are delivered, and greater opportunities for the emergence and development
of new types of transnational education. In addition to generating extra revenues,
institutions engage in transnational education to achieve internationalization, build
a solid international profile, and promote intercultural cooperation with reputable
home institutions.
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The growth of transnational education, however, has created some problems of
transparency and regulation, especially in the case of dubious degrees or bogus
titles. There is also a lack of processes and mechanisms in place to monitor the
regulation, quality assurance, and recognition of the increasing diversification of
higher education. Moreover, there is a basic need for consumer protection to ensure
that students are awarded titles with formal and substantive value that are accepted
and recognized by other academic institutions or employers.

6.2.3 Issues and Challenges

Several issues and challenges exist in transnational education, some of which include
regulation, quality assurance, and recognition issues as discussed below.

* The regulation of transnational education is a complex issue as it crosses cultural,
linguistic, legislative, national and intercontinental borders. The complex nature
of regulation gave rise to difficulties in adapting and coordinating the different
systems within one regulatory framework. As a result, reputable universities might
find it hard to expand their programs outside their home country, while non-
recognized institutions might continue to operate in different national contexts
simultaneously.

* Quality assurance relates to how students can be guaranteed adequate quality stan-
dards of study programs and degrees awarded. Quality assurance in transnational
education raises transparency and quality control issues, as it is not subjected to
the national mechanisms of quality assurance. In some arrangements of transna-
tional education, the programs offered in the host country are integrated in the
official system of the awarding institution’s country. The awarding institution is
then subject to quality assurance system in its home country, and as a result, the
host country programs are most probably recognized in the home country. In this
case, the awarding institution is responsible for maintaining the quality of its pro-
grams, and this acts as a mechanism to protect its standard in order to prevent
its image from being tarnished. In other arrangements of transnational educa-
tion, the awarding institution might not be part of any official system. In order
to legitimize their courses, such institutions may seek international accreditation
by private agencies such as the British Accreditation Council and the Council for
Higher Education Accreditation, or enter into alliances with reputable universities.

* Recognition of institutions and of programs is a complex subject that relates to the
issue of accreditation. In this aspect, [3] provides a framework on the principles of
quality assurance and evaluation of programs. This framework aims to contribute
to consumer protection for students, employers, and other stakeholders as well
as to facilitate the recognition of qualifications. In most cases, recognition is
almost always granted for program articulations, while franchised institutions,
branch campuses, off—shore institutions, distance learning, and corporate or online
universities receive much less recognition.
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6.3 GlobalNxt University

According to the estimates of the Global Alliance for Transnational Education in
the late 1990s, the demand for transnational education in Asian countries will in-
crease to more than 480,000 students by 2020 [5]. Many of these higher education
learning opportunities will be delivered through offshore branch campuses, twinning
arrangements, international distance education, while students enrolling in transna-
tional education will inevitably rely more heavily on information and communication
technology.

6.3.1 History and Background

GlobalNxt University achieved university status in 2012; a decade after U21Global
Graduate School was established as a global online graduate school. Founded in
2001, U21Global began as a pioneering academic partnership that originally involved
up to 21 prestigious universities internationally renowned for their teaching and
research. Through a cutting-edge online learning model, U21Global was able to offer
its students the same standard of high-quality programmes found at traditional world-
class brick-and-mortar universities, but packaged and delivered in an innovative,
technology-enhanced format. U21Global enrolled over 9,000 students across 72
countries and developed a distinguished reputation for high-quality, academically-
rigorous, online programmes.

At the invitation of the Ministry of Higher Education, Malaysia, to build a world-
class, technology-enabled university, a new full-fledged university was established.
The new university was named GlobalNxt University and adopted Malaysia as a
hub for its global academic operations. As a full, autonomous university in its own
right, GlobalNxt University was accorded the rights to apply its pioneering online
learning model to a much broader range of programmes and schools where it con-
tinues to raise the benchmark for online education with its emphasis on interactive
pedagogy, advanced learning technology and use of PhD-qualified global faculty.
Clearly, GlobalNxt University is well placed to take forward U21Global’s original
vision of global, borderless education to the next level.

6.3.2 Development and Aspirations

GlobalNxt University is a part of Manipal Global Education (MaGE), an international
higher education group providing education and training services to over 300,000
students, from 6 universities and 9 campuses across 5 countries. GlobalNxt Uni-
versity is a pioneering academic institution that delivers degree programs through a
unique online global classroom pedagogy. Through a state-of-the-art online learning
platform, the university offers students highly interactive learning at any time, and
from anywhere. GlobalNxt University is fully committed to providing student-centric
lifelong learning that delivers meaningful and relevant educational outcomes.
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The university’s globally diverse student population is represented by over 72
different countries. In addition, through close industry partnerships, the univer-
sity has talent development programmes with over 100 multinational companies.
Courses currently offered by GlobalNxt University include Masters of Business Ad-
ministration (MBA), Postgraduate Diploma of Business Administration and Master
of Science in Information Technology Management. The university also develops
customised programmes for organisations to meet their specific talent and skill de-
velopment requirements. Plans are in the pipeline to offer a suite of undergraduate,
graduate research and doctoral programmes, as well as establish new schools in
education, media and health sciences over the next 3 years.

6.3.3 Constructivist Pedagogy

The pedagogy at GlobalNxt University is inspired heavily by the constructivist
paradigm of learning, which focuses on knowledge construction rather than knowl-
edge reproduction. A large majority of students at GlobalNxt University are mature
adults having several years of work experience. It is likely that they would have
gained rare insights in certain specific domains of expertize. The asynchronous dis-
cussion boards in the Learning Management System (LMS) allow for sharing of
such tacit knowledge with peers and faculty. The 24 x 7 availability of the LMS
is conducive as the students are scattered across different time zones. A dedicated
program executive in every course acts as the first point of contact for the students,
in case they face any problem related to technology, textbook, content, or due to any
other reason. Every student has to undergo a mandatory orientation program before
undertaking a course so as to achieve a level of comfort with the LMS tools and
online pedagogy.

The online content created by GlobalNxt University includes a mix of text, anima-
tions, multimedia, interactive exercises and hyperlinks. It helps to engage the learner,
while allowing ample flexibility for content access even with a weak Internet con-
nection. The illustrations used in the content are taken from different continents in
order to address the needs of the transnational student population. The e-library is
another useful resource consisting of research databases such as journals, industry
reports, case studies, e-books, podcasts and videos. Students are expected to refer
to these resources while working on their assignments, action learning projects, and
the final examination.

Another distinguishing feature of the GlobalNxt pedagogy is the presence of a
PhD-qualified faculty. The faculty actively guides the asynchronous discussions,
by sharing anecdotes, experiences, and providing additional information. Dis-
cussion boards and assignments such as the Action Learning Projects (ALPs),
Work-Integrated Projects (WIPs), and Final Reflective Projects are facilitated and
evaluated by the faculty on pre-determined evaluation criteria. All faculty members
have to undergo a three-week purely online faculty training program (FTP) before
commencement of their first class.
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6.3.4 Mode of Examination

GlobalNxt University adopts the Open Book and Open Web (OBOW) examination
system for final assessment in a course. Students are allowed to refer to books, online
content, Internet resources, and other academic resources in the e-library during the
24h of time available for exam completion. Keeping in view the global student
base, a window of 72h from Friday morning of the East (Malaysia time) to the
Monday morning of the West (USA West Coast) is provided. The question paper for
the OBOW examination is an authentic assessment instrument created exclusively
by the faculty. It is based upon a real life case covering topics discussed in the
course. Students, playing the role of consultants, are asked to suggest a pragmatic
and implementable solution to solve the problem depicted in the case. As such, there is
constructive alignment of pedagogy, curriculum and assessment in that a case-based,
problem-solving approach is complemented by an authentic assessment regime.

6.3.5 Quality Assurance

GlobalNxt University has put in place an Academic Council, which is instrumental in
ensuring that the university fulfils its mission. Through standards, frameworks and
process, the Academic Council ensures that key decisions are discussed amongst
academic stakeholders and that high standards of academic quality are maintained.
It also provides a structure to support and promote continuous innovation in teaching,
research and external engagement.

The online content developed for the courses is authored by an international
faculty with strong credentials in the subject matter. It is double-blind reviewed to
ensure its quality and relevance to the global student base. The content is continually
updated and reviewed by the in-house faculty experts to include latest developments
in the field.

As part of quality assurance, there are three mandatory surveys in place. The
student evaluation of faculty (SEF) consists of 21 criteria divided into 5 categories
such as personal attributes, learning facilitation, quality of feedback, overall rating,
and overall satisfaction level. The performance of the faculty is regularly monitored
by the Subject Chair as well as the Dean of Faculty Affairs for future appointments.
The other two surveys include the student evaluation of the subject (SES) and the
faculty evaluation of subject (FES), which provides feedback for quality control and
continuous improvement.

6.3.6 Challenges and the Way Forward

GlobalNxt University is essentially a new institution registered as a full private univer-
sity with the Ministry of Higher Education (MOHE), Malaysia and its programmes
are therefore internationally recognised. In terms of transnational education mode,
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it is neither a franchisee arrangement, nor a branch campus of an existing institu-
tion in another geography. Despite that, it faces most of the challenges typical of
transnational institutions discussed earlier.

Regulation poses a challenge for GlobalNxt University, as MaGE had already
started a brick-n-mortar university (Manipal International University—MIU) in
Malaysia in 2010. In addition, the other online institutions in Malaysia were not
doing very well. Even with an invitation from the Malaysian government to establish
an online university, it took about 2 years for GlobalNxt University to receive its
final approval. In regulating the university, MOHE has to comprehend the unique
transnational model involving students as well as faculty based out of different coun-
tries. Fortunately, GlobalNxt was able to benefit from the experience of MaGE in its
establishment of a Medical College in Malaysia a few decades back, which resulted
in its strong standing with the Malaysian government due to its contributions in the
field of medical education.

In terms of quality assurance, U21Global helped GlobalNxt University show-
case established systems of quality assurance such as EFMD CEL accreditation and
AACSB membership. Nevertheless, GlobalNxt University has to align these systems
to the requirements of MOHE, which was a time consuming but beneficial experi-
ence. Recognition, which relates to the issue of accreditation, is another challenge
for GlobalNxt University. The university prides itself in its leading-edge online peda-
gogy and highly experienced faculty. In order to gain further recognition, GlobalNxt
University is establishing itself as a research-led institution and collaborating with
premier institutions throughout the world. It has set up an International Advisory
Council (IAC) for advising the university on a range of issues such as educational
trends, industry needs, research focus, international partnerships and learning in-
novation. Members of the IAC are respected leaders and authorities drawn from
business, academia and government. The IAC is international in its composition
reflecting the university’s desire to maintain globally diverse perspectives.

In terms of student outreach and awareness, GlobalNxt University has to allocate
its marketing budgets judiciously in order to reach out to its potential students world-
wide. The presence of MaGe recruitment network/offices, particularly in South Asia,
the Middle East and North America helped support such activities. Another challenge
faced is the lack of awareness about the effectiveness of online learningin most parts
of the world except North America. GlobalNxt University tackled this issue by target-
ing various corporations for training their executives in online/blended pedagogy so
that these potential employers would spread positive feedback about online learning.

6.4 Conclusion

GlobalNxt University has been fortunate to enjoy the rich heritage of quality educa-
tion from U21Global and the vast resources of MaGe, which jointly provide it the
necessary support to manage most of the challenges. Moving forward, GlobalNxt
University aims to enter new domains such as education, media and health sciences,
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while creating undergraduate, graduate research and doctoral programmes. Its strong
linkage with the industry helps it overcome barriers that are new to online and blended
formats of education.
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Chapter 7
Small Steps Towards Student-Centred Learning

George M Jacobs and Hwee Leng Toh-Heng

Abstract Student-centred learning classroom practices are contrasted with those
in teacher-centred learning classrooms. The discussion focuses on the theoretical
underpinnings of the former, and provides nine steps and tips on how to implement
student-centred learning strategies, with the aim of developing the 21st century skills
of self- directed and lifelong learning in students.

7.1 Introduction

Over the past 200 years, the world, including Asia, has witnessed a global paradigm
shift, which has impacted many aspects of society. This paradigm shift remains
ongoing, and its impact has varied in different parts of the world. In general, we
can see this shift as a move to distribute power in its various forms more evenly.
For instance, 200 years ago, slavery was legal in many countries, few people could
vote and socio- economic mobility was highly restricted. In great contrast, today,
slavery is largely illegal, universal suffrage is practised in the majority of the world’s
countries and many people climb the socio-economic ladder. In Asia, we have seen
many of these changes; yet, as in other continents, more remains to be done.

This equalising paradigm shift has impacted education in at least two profound
ways. First, 200 years ago, most children lacked the opportunity to go to school, even
primary school, whereas now, we see increasing opportunities provided for young
people and even older people, not just to attend primary school but even to attend ter-
tiary education. Asia has an outstanding record of improvement in this area. Second,
formerly education was a very top-down process, with classrooms dominated by
teacher talk and rote learning. The constellation of educational practices associated
with this top-down approach to education has been characterized as teacher-centred
learning. Such instruction has long reigned in Asian education. The focus of the
current paper involves the shift to what is known as student-centred learning. More
specifically, the paper focuses on an offshore campus of an Australian university.
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The current paper begins by explaining student-centred learning and contrasting
it with teacher-centred learning, and then discusses why student-centred learning
should become more prominent in education. The main part of the paper outlines
and gives examples of some small steps that educators at preschool, primary, sec-
ondary, tertiary and adult education can take to lay a foundation for shifting toward
student-centred learning. Examples of these steps will be provided from study skills
workshops done at the Australian university.

7.2 Student-Centred Learning

One means of understanding student-centred learning is to contrast it with the previ-
ously dominant paradigm in education, teacher-centred learning. In a teacher-centred
learning class, typically, the teacher stands in the front of the classroom lecturing and
leading. Students speak only when called on by the teacher. Interaction between peers
during a lesson is not encouraged, as their attention should be focused on the teacher
or engaged by the textbooks and written work on their individual desks. The teachers
and other education professionals, the experts in knowledge and skills, decide on the
curriculum content and dispense it accordingly in classroom lessons [30].

Assessment is another area where teacher-centred learning and student-centred
learning differ. In teacher- centred learning classrooms, the teachers conduct as-
sessment of student achievement to ascertain deficiencies in student learning and
to determine a grade for each student [28]. In student-centred learning classrooms,
students actively participate in the peer and self-assessment process, in conjunction
with teacher assessment, for formative assessment [16]. In other words, the students
learn to analyse and evaluate their own learning process with the support of teachers,
rather than wait for teachers to tell them where their learning is deficient.

Motivation for learning also differs in the teacher-centred learning and student-
centred learning classrooms. In the teacher-centred learning classroom, motivation is
largely extrinsic, with teachers using both reinforcements and punishments to encour-
age student learning [7]. In contrast, teachers in student- centred classrooms focus
on enabling student autonomy in learning, working on the students’ intrinsic moti-
vation for learning new ideas, skills and knowledge [14, 25]. Teachers’ perception of
their role in student learning also differs in the teacher-centred and student-centred
classrooms. In the teacher-centred classroom, teachers perceive themselves as trans-
mitters of existing knowledge, whereas in the student-centred learning classroom,
teachers see themselves as facilitators of active student learning of new and change-
able knowledge [12]. Similarly, the teacher-centred learning and student-centred
learning classrooms have differing views regarding outcomes in student learning.
The teacher-centred classroom is designed with a focus on cognitive achievement,
while the student-centred learning classroom incorporates the affective awareness
(e.g. intrinsic learning motivation arising from a stronger sense of wellbeing during
the learning activities) as one of the lesson objectives [27].
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Table 7.1 Selected continua where teacher-centred learning and student-centred learning differ

Teacher-centred learning

Student-centred learning

Teachers and course materials are seen as all
knowing; knowledge is seen as fixed

Student talk is mostly directed at teachers,
i.e., teacher-student interaction

Teachers and administrators are the only ones
who decide what will be studied and how it
will be studied

Assessment is done only by teachers
Learning tasks are seen as preparation for
what students will do after their education
Extrinsic motivation is the dominant form of
motivation

Most questions/tasks have only one correct
answer; students are to repeat what they have
been taught

One way of teaching predominates

Teachers and course materials can be wrong;
teachers are co-learners along with students;
knowledge is changeable and subject to
debate

Students also talk to peers, i.e., peer
interaction

Students also have a voice in what they will
study and how they will study it

Students also do peer and self assessment
Learning tasks can also connect to students’
lives in the present

Teachers attempt to build students’ intrinsic
motivation

Many questions/tasks have multiple correct
answers; students are to go beyond what they
have been taught and to thereby develop
thinking skills

Multiple way of teaching are used

Affective outcomes, such as enthusiasm for
learning and empathy, are also important

9. The focus is almost exclusively on cognitive
outcomes, such as test scores

The teacher-centred classroom places power firmly in the hands of the teachers
[30], while the student-centred classroom transfers some of the power over learning
from expert teachers to student learners [20]. The differences explained above, how-
ever, do not represent two polar ends of a continuum. Rather, the focus of learning
in these two types of classrooms can move to and fro within different lessons, en-
abling teachers and students to draw the best outcomes from their strengths. Indeed,
teacher-centred learning and student-centred learning are best understood as a single
continuum. Table 7.1 provides a comparison of the two types of classrooms.

7.3 Reasons for Student-Centred Learning

Two reasons provide the greatest incentive for implementing student-centred learn-
ing in classrooms. First, student-centred learning reflects the reality of how students
learn regardless of how we teach. Cognitive and Socio-Constructivist Psychology and
related theories now predominate in Educational Psychology, whereas when teacher-
centred learning dominated, Behaviourist Psychology was the main paradigm [4].
Cognitive and Socio-Constructivist studies of how learning takes place tell us that
we cannot pour knowledge into students’ heads; they must actively construct knowl-
edge for themselves. Furthermore, emotions, not just information, matter to students.
Similarly, we cannot motivate students to be lifelong learners; they must find the mo-
tivation within themselves [11]. Thus, by aligning our instruction with the elements
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of student-centred learning, we align our instruction with the practical realities of
how our students actually learn.

The second reason for using student-centred learning is the type of learning that
students need to prepare themselves and society for a better future, the learning of the
21st Century skills [24, 31]. The past 200 years have seen huge and parallel expan-
sions in democracy and access to information. These trends look set to continue, and
education is necessary for this development to be beneficial to both the individual and
society. The focus of student-centred learning on lifelong learning, thinking skills,
managing diversity in the environment and the social nature of learning, potentially
empower students to shape the future in ways in which the planet and its inhabitants
can co-exist and thrive.

7.4 Moving Toward Student-Centred Learning

Scholars of organisational change [23] and change in education [9] talk about the
need for systemic, organization wide change. There is wisdom in their view that
one teacher cannot do much to effect change. However, waiting for system-wide
change can often be a painfully long and frustrating process. Thus, educators who
wish to see their institution or at least their own classrooms move towards student-
centred learning may want to set off on the journey on their own, perhaps enlisting
their students and one or two colleagues [29]. As Bovey and Hede [2] indicate in
their study of individuals and their resistance to organisational change, when change
is perceived as part of one’s personal growth and development, resistance to change
can be reduced thus enabling system-wide organisational change to take place more
smoothly and effectively.

The rest of this paper provides some ideas for small steps that educators might
wish to take to more closely align their classrooms with student-centred learning. The
authors serve as learning advisors at James Cook University’s Singapore campus.
They have used all these steps themselves and have had some success with them. The
steps are based on the nine continua enumerated in Table 7.1 along which teacher-
centred learning and student-centred learning differ. Please note that the presentation
of the steps do not imply any order in which the steps must be done. Teachers are
advised to use these as guides for how they can implement student-centred learning
strategies in their own classrooms, as these steps are merely examples of how to
more closely align education with student-centred learning.

Step 1 Educators Are Learners, Too! The teacher-centred learning paradigm sees
educators and educational materials as the experts and repositories of knowledge.
However, in today’s knowledge-based economy and world, so much lies beyond the
grasp of even the world’s top experts. For instance, what is thought to be known
may tomorrow be shown to be wrong [3, 18]. Students need to understand this
reality. Teachers can aid this understanding by challenging students to individually
and collaboratively search for more information to build knowledge [8, 22, 26], to
create new knowledge [15, 19] and to teach it to their teachers and classmates. One
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of the benefits of teachers admitting a lack of knowledge is that this admission makes
education more exciting, because students are no longer confined to learning what is
already known. Now, students are invited to join with teachers and others in a grand
quest for greater understanding of our wonderfully complex world.

A small step: Find a time to admit that you (and probably all the experts on the
topic the class is studying) do not know important information related to what the
class is studying. It should not be long before an opportunity for such an admission
arises. For example, in our study skills workshops on writing, we talk about the fact
that we are writers too, and we admit that we are still struggling to improve our
writing skill, so as to communicate more effectively with our audiences.

Step 2 Students Talk Much More Active learning is sometimes used as a syn-
onym for student-centred learning. Active learning fits the cognitivists’ and socio-
constructivists’ view that students construct their own learning [5]. Language plays a
crucial role in knowledge construction. That is why small group activities (with two
to four students) feature prominently in much of student-centred learning, because
groups allow for much more student talk [32]. Compare the quantity of student talk
in a teacher fronted classroom with that which occurs during group activities. With
a teacher dominated interaction pattern, only one person speaks at a time, and that
person is usually the teacher. Even when the teacher is not speaking, there is still
only one person, the student called on by the teacher, who speaks. In such a situation
with a class of 50 students, only one student speaks at a time, i.e., 2 % of the class.
Contrast this with the same class of 50 but this time, students are talking in pairs.
Now, 50 % of the class are speaking.

A small step: After speaking for a while, the teacher stops talking and gives
students a short, doable question or task to do in pairs. This will help them process
the content that was just delivered. As students interact, the teacher walks around and
monitors what students have constructed in their minds. Our study skills workshop
often features many activities that students do in groups of two. For instance, in a
workshop on “How To Be a Good Groupmate”, students tell their partners about a
successful group experience and analyse what made the group experience successful.

Step 3 Students have a voice in what and how they study Cognitive psychologists
suggest that instruction works best when it connects to students’ current knowledge
and interests. In other words, new learning needs to connect to students’ schema, i.e.,
their background knowledge [4]. Furthermore, student engagement and ownership
may increase when they are involved in deciding what and how they study [27].

A small step: The teacher asks students to contribute examples on the topic that
the class is studying. For instance, if the class is studying employee benefit packages,
students can give examples from their work experience or from people in their social
network, or on the Internet. An example from our study skills workshops would be
that when students do writing activities in the workshops, they choose their own
topics.

Step 4 Students have a role in assessment In the teacher-centred learning paradigm,
teachers conduct all assessment as students are not deemed sufficiently competent
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to evaluate their own or their peers’ work [28]. However, involving students in
assessment familiarises them with and helps them internalise assessment criteria.
Another advantage of students participating in assessment is that now many people
can offer feedback. As a result, students receive more immediate feedback, and this
facilitates more task improvement [1]. Nonetheless, students cannot be expected
to provide assessment of the same depth and breadth that teachers provide. Thus,
rubrics assessment is recommended for peer and self-assessment by students, with
prior discussion and practice in using the rubrics assessment tool to enhance student
feedback for task improvement [21].

A small step: For an assignment, students are given a rubric or checklist, which
is discussed in class. Before the assignment is handed in, students exchange their
assignments with a peer who looks through their partner’s work and highlights at
least three points in the rubric/checklist that the partner has done well. The checker’s
name appears on the students’ work. In one activity during the James Cook Univer-
sity (Singapore) study skills workshop of citations and references, students practice
writing references. These references are checked by their partners who refer to the
examples of the various types of references.

Step 5 Learning connects to students’ lives beyond school In the teacher-centred
learning classroom, students learn in order to cover the syllabus and prepare for
summative assessments [28]. In contrast, the student-centred learning paradigm seeks
to closely connect learning to the outside world, as is expressed in this quote from
Dewey, who pioneered many of the concepts embraced by student-centred learning,
“The acquisition of skills is not an end in itself. They are things to be put to use, and
that use is their contribution to a common and shared life” [6, p. 11].

A small step: Teachers learn about students’ lives and interests. They look for
examples that fit students’ lives. For instance, if students hope to find jobs in a
particular industry after graduation, teachers use examples from that industry or
ask students for such examples. The initial study skills workshop at James Cook
University (Singapore) features a component on happiness, including a video that
talks about the advantages of happiness in the workplace.

Step 6 Intrinsic motivation is the ideal In the teacher-centred classroom, teachers
act as the main motivators of students, giving praise and using grades to encour-
age students to study hard [7]. In other words, motivation is external, i.e. extrinsic.
While extrinsic motivation may seem necessary in order to encourage students to
prepare for and attend class, complete assignments, and perform in summative as-
sessments, it does not grow students’ interest in what they are studying; indeed,
studying just to gain rewards may dampen any interest that students might originally
have. The student-centred classroom, on the other hand, seeks to develop intrinsic
motivation. Such motivation, coming from within, is more likely to be sustainable.
Many of the previous steps work towards the development of intrinsic motivation.
For instance, Step 1 invites students to join the community of scholars who are
searching for understanding and applications. Steps 2 and 3 encourage students to be
more active and to play a greater role in shaping their learning. Step 5 helps students
discover the importance for themselves and others of what they are studying.
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A small step: Teachers stop class 5 min before it is scheduled to end and ask
students to write briefly on (a) what was the most interesting idea in today’s class, (b)
how thatidea could be useful for them and others, and (c) how they could find out more
about that idea. This helps to encourage metacognitive reflection, a quality exhibited
by highly motivated students [17]. The theme of one of the James Cook University
(Singapore) study skills workshops is ‘Study Smarter, Not Harder’, including the
topic of scheduling. In that workshop, students create their own schedules, including
time for pursuing their interests, academic and otherwise.

Step 7 Learning tasks encourage thinking In teacher-centred classrooms, students
focus on absorbing the information dispensed to them by teachers and lesson mate-
rials, and being able to reproduce that information in assignments and exams [12].
The student-centred learning paradigm takes that a step further by asking students
to elaborate and build on the information given. The teacher-centred learning model
is built on the premise of the past, where information was limited and difficult to
find. However, in today’s knowledge-based world, information is plentiful and eas-
ily accessible. What matters now and in the future is the ability to elaborate on
that information, to understand, teach, apply, analyse, evaluate and synthesise that
information by creating and building new information [22].

A small step: Ask students to take what the class is studying and imagine teaching
that information or concept to the person sitting next to them on a bus or a younger
family member or one of their grandparents. In other words, students need to explain
what they have learned to someone with little or no background on the topic. It might
seem that it is easier to explain something to someone without much prior knowledge,
but in reality, such explanations require a deep understanding. An example of how
thinking is encouraged during the James Cook University (Singapore) study skills
workshops would be when students practice summarising, which involves identifying
and paraphrasing the main ideas.

Step 8 Teaching takes place in multiple ways Teacher-centred learning focuses on
didactic teaching, where the teacher/lecturer stands in front of the class and lectures
on the key concepts and knowledge, perhaps with the help of pictures, PowerPoint
presentations or videos [12]. This single direction flow of information conflicts with
another lesson from Cognitivism and Socio-Constructivism, i.e., that different people
learn in different ways [10]. In other words, to help students learn, a variety of
teaching strategies should be employed.

A small step: Ask students to create visuals to illustrate key concepts. Visuals in-
clude graphic organisers, such as mind maps, flowcharts, Venn diagrams and graphs,
as well as drawings, photographs and videos. These visuals should be integrated with
words, either spoken or written. Role plays offer another means of teaching via mul-
tiple modes. For instance, during the James Cook University (Singapore) study skills
workshop on working in groups, students create role plays to demonstrate positive
and negative ways to interact with group mates.

Step 9 Affect receives attention Inthe teacher-centred learning paradigm, short range
results, e.g., test scores, dominate. Affective issues, such as classroom climate
and students’ emotions, receive little attention. While results certainly do matter
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Table 7.2 Summary of student-centred learning and classroom tips

Student-centred learning steps Classroom tips

1. Educators are learners, too Invite students to search for and add new information

2. Students talk much more Give doable tasks to students to work on in groups of

two to four

3. Students have a voice in what and  Invite students to contribute examples for discussion
how they study during the lesson

4. Students have a role in assessment  Provide peer and self assessment using rubrics

5. Learning connects to students’ Use examples from students’ environment and interests
lives beyond school

6. Intrinsic motivation is the ideal Prove opportunities for individual reflection at the end

of a lesson to help students link the lesson to what
matters to them
7. Learning tasks encourage thinking. Invite students to explain knowledge learnt to others

8. Teaching takes place in multiple Invite students to create visuals based on key ideas
ways
9. Affect receives attention Promote mutual respect between teachers and students

and among students

in student-centred learning, affect also receives major attention. This fits with Step 6
about intrinsic motivation. If students are to become lifelong learners, they need to
find learning an engaging process [31]. For instance, what is the value of knowing
how to read if students dislike reading? In keeping with Maslow’s [13] hierarchy
of needs, educators should also look to making the classroom a place that provides
for students’ needs for emotional security, connections with others, self-esteem and
opportunities to develop their potential [27].

A small step: Incivility on the part of both students and teachers can hinder
the building of learning climates that match Maslow’s vision. Educators can set an
example of civility by, for instance, avoiding sarcasm and being respectful when
dealing with all students, even the weakest ones, even the ones who show little
civility towards teachers and peers. Another idea for taking into account the impact
of affect on learning would be the use of doable tasks in the study skills workshops
done by the learning support advisors at James Cook University (Singapore). By
designing tasks in which our experience suggests students can succeed, we strive to
boost students’ self confidence and to help them believe that we can offer them useful
guidance. Another way that we help students succeed is by asking them to work in
groups of two with someone from a different country.

Table 7.2 summarises the nine steps and the classroom tips put forward for
educators to embark on the student-centred learning journey in their own classrooms.

7.5 Conclusion

This paper began by explaining student-centred learning and how it contrasts with
teacher-centred learning. The largest section of the paper provided further explana-
tion of nine sample elements of student-centred learning and suggested small steps
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that educators might take, given the constraints of their own context, to implement
each of those elements of student-centred learning. Examples were given from the
work of learning advisors at James Cook University’s Singapore campus.

With the many changes the world, including Asia, is undergoing, with the many
challenges Asia faces, student-centred learning seems more important than ever.
Thus, to fulfil the potential of the ongoing equalising paradigm shift towards a better
world for all, educators should not wait for top down change but, in the spirit of
the paradigm shift itself, educators should team with colleagues and students today
to do what they can to bring to life the student-centred learning vision. The small
steps suggested in this paper may be of use along that path towards student-centred
learning.
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Chapter 8
The Competitive Advantage of Singapore
Tertiary Education

John Vong, Insu Song, Nguyen Tan Phat, Huynh Khanh Linh
and Channary Ou

Abstract According to UNESCO?’s final figures for 2009, since 2000 the number
of international students has increased by 75 %, about 8 % annual growth rate. The
number of international students in Singapore is also expected to grow at 10 % an-
nual rate reaching 150,000 in 2015. Singapore has become one of most favorite
destinations for international students for higher education, its growth rate surpass-
ing traditionally favored Western countries, such as US. International students have
also become an important economic factor. The total economic contribution from
international students studying in Singapore is about 2 % of Singapore GDP. We
have surveyed 234 students who are currently studying in Singapore to find out the
competitive advantage of Singapore Tertiary Education. The results show that recom-
mendations from friends and teachers have major influences on students’ decision in
choosing schools and countries, followed by country factors, such as personal secu-
rity. Surprisingly, schools’ promotional activities and agents have limited influence
on students’ decision making.

8.1 Introduction

In recent years, the number of international students around the world has increased
dramatically in spite of global economic downturn. According to UNESCO’s final
figures for 2009, the number of international students rose by 75 % between 2000 and
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2009. This figure reached 3.43 million in 2009, and is expected to increase annually
by 12 % [1]. According to the UK Vision 2020 report, Asia is set to account for 70 %
of the global demand for international higher education by 2025.

‘While Western countries, such as USA, UK, Australia, still remains as the favorite
destinations, with great demand and development of several Asian countries in edu-
cation, a new trend is starting to emerge. Base on the Times Higher Education World
Reputation Rankings [2], many of Asia’s institutions have become mainstream top
universities in the world, making Singapore, Japan, Korea, or even China as poten-
tial destinations for study abroad. In particular, Singapore places strategic intent to
increase international students, such as the ‘Global School house’ blueprint [3]. Sin-
gapore is now expecting to host 150,000 foreign students by 2015, creating 22,000
jobs and contributing approximately US$ 5 billion to the economy, about 2-5 % of
Singapore GDP [4]. Therefore, there are great opportunities to invest in education
industry. In a business context, understanding customer behavior is very important
for firms to design their own business strategies. According to Phillip Kotler [5], in
order to create value for customers and build meaningful relationship with customers,
marketers must first gain fresh and deep insight into what customers need and want,
and this is also critical in developing competitive advantages of the firm.

The main objective of this case study is to discover the factors that influence inter-
national students in choosing their schools. Unlike previous studies, data are collected
from students who are currently studying in many different public and private uni-
versities in Singapore. In particular, the case study focuses on proving the following
two key hypotheses that are important for the market research of educational sectors:

* Hypothesis 1: Surrounding relationships affect more on students than students’
personal experiences when students consider their study abroad.

* Hypothesis 2: Institutional factors are more important reasons for students than
country factors when deciding to study in Singapore.

The paper is organized as follows. In the next section, we review previous stud- ies
in educational service markets. In Sect. 3, the research methodology is described. In
Section 4, we summarize the survey data collected for the study. In Sect. 5, we show
the results of the analysis. Finally in Sect. 6, we discuss the results and conclude
the paper.

8.2 Background

8.2.1 Types of Information Sources Affecting International
Students

According to Phillip Kotler [5], international students rely on the following types
of information sources in choosing educational institutes: personal sources (family,
friends, acquaintances, etc.), commercial sources (advertising, sales people, etc.),
public sources (Internet search, firm ranking, etc.) and experiential sources. An
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early study done by Steadman and Dagwell [6] shows that the opinions of family
and friends have major influence on students’ choice of colleges. Donnellan [7],
in a paper exploring the impact of marketer controlled factors on college choice
decisions by students at a public research university, concludes that beyond the
influence of parents, the others factors such as personal contacts and social life also
have great impact on students’ decisions. Similarly, Mdrio Raposo and Helena Alves
[8] concludes that personal perception including background, financial ability and
culture have the greatest positive impact, while the influence of external factors, such
as advertisements, has negative impact on the decision-making. However, students
now depended on more variety of information sources, in particular information
available on the internet, for their decision-making [9].

8.2.2 Institutional Factors in Choosing Universities

Chapman [10] proposes a model of students’ decision making process in selecting
colleges. The model emphasizes three main factors: (1) quality of faculty; (2) quality
of degrees; and (3) overalls academic reputation. These factors are mainly based on
educational quality of institutes. Coccari and Javalgi [11] point out that, in addition
to the educational quality factors, cost and variety of courses offering also have
impacts on students choosing colleges. Furthermore, Kallio [12], in a re- search of
the college choice decisions of graduate students, highlights factors of institutional
quality, reputation and course diversity. Another research of students’ preferences
for university conducted by Soutar and Turner [13] reports that stu- dents are now
more concerned about the bottom line outcome after they completed their degrees.

8.2.3 Country Factors in Choosing Study Abroad Destinations

Shanka et al. (Tekle Shanka 2005) examine the major reasons why students chose
Australia. They report that the distance of the school to a student’s home country
is a vital factor that influenced international students’ choice followed by safety,
educational quality, cost of living, and tuition fee. Similarly, Rajdeep Singh [14], the
executive director of Angad Info—Overseas Communication Consultancy, states that
safety and cultural similarities are Singapore’s advantages that ensures in bringing
international students, especially from India and regional areas. Yilin et al. [15] in a
study on Chinese students’ decision making of oversea studies claim that those who
are willing to study abroad have strong motivation to live and work overseas after
graduating, indicating that students are more independent in choosing study aboard
destinations.
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Table 8.1 Demographics of respondents

India China SE Asia Other Sum Percentage

NUS 7 31 4 2 44 19
NTU 3 2 3 0 8 3
JCU 22 21 39 26 108 46
SIM 0 5 6 4 15 6
MDIS 0 0 2 3 5 2
PSB 4 7 4 7 22 9
NYP 0 3 5 0 8 3
Other 3 4 11 6 24 10
Sum 39 73 74 48 234 100
Percentage 17 31 32 20 100

8.3 Methodology

We have surveyed international students who are currently studying in Singapore.
A questionnaire is designed to gather the following types of information from the
international students using a five-point Likert scale:

1. Information sources that affected students in choosing studying abroad destina-
tions, such as agent and the internet.

2. Country factors, such as living condition and safety.

3. Institutional factors, such as campus facilities, institute reputation, and student
service.

Respondents are also asked to rank top 10 countries which they had considered
before coming to Singapore. The collected data are than analyzed using SPSS for
demographic analysis, descriptive statistics to remove outliers and noise, and select
appropriate analysis methods. One-sample t-test and paired-sample t-test are then
selected to prove the two hypothesis stated in Sec. 1.

8.4 Survey Data

Data collection is conducted from the 8th of August to 17th of August in 2012. The
respondents are diploma, foundation, bachelor, master and PhD students and they
are randomly picked from various different public and private universities across
Singapore including SIM, JCU, NUS, NTU and other private educational institutes.
Questionnaires are completed in two ways: online and delivery collection. For on-
line survey, the questionnaire are posted in Survey-Monkey, and the link of the
questionnaire is sent to the international students in Singapore.

Table 8.1 shows the demographics of the respondents. A total of 234 survey
responses are collected. About 24 % of respondents are from public universities and
the majority of the rest are from other well-known private higher learning institutes.
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Fig. 8.1 Course
demographics of respondents
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The majority of them are from South East Asia and China which account for over 60
in total numbers of respondents. Few respondents are from Europe, USA, Australia,
Japan, and South Korea.

Figure 8.1 Shows the distribution of types of degree the respondents are currently
undertaking.

8.5 Analysis Result

Table 8.2 summaries the ranks of countries that the respondents selected as their
preferred destination before coming to Singapore for their studies. Despite that the
students are currently studying in Singapore, the students considered other western
countries as their favorite destinations.

One-same ¢-tests are performed on the average scores of survey responses with
p =10.05 to test Ho: information type X is used in decision making. According to the
testing result, students use the following information sources to make their decisions:
(1) information from the internet; (2) suggestions from their familiars including their
parents, teachers and friends; (3) promotional activities of schools, such as adver-
tisement and events. Surprisingly, agents’ opinions are not used in decision making.
It also shows that the following country factors also play an important role in their
decision making in the following order: Safety, Living condition, Education quality

Table 8.2 Rank of countries for overseas education

Priority of choices
1st 2nd 3rd 4th S5th Total choices

)] 2 3 C)] 5 ©®=M+D+B+HBH+O)
USA 75 53 29 12 2 171
UK 51 53 39 14 5 162
Australia 47 41 42 13 3 146
Canada 14 11 13 15 7 60

Singapore 11 12 12 12 11 58
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guarantee, Job & Settlement, International experience, Location, Cultural similarity,
Living cost. It also shows that the following institutional factors are important in the
following order: Program, Reputation, Facilities, Academic activities, Admission
condition, Tuition fee, Student services, and Campus activities.

Paired-sample t-tests are performed to test the two hypotheses defined in Sec-
tion 1 with p =0.05 (two-tailed). The tests shows that the average scores surround-
ing relationships are significantly higher than personal experiences. It also shows
that the average scores of institutional factors are significantly higher than country
factors.

8.6 Discussion and Conclusion

Based on what are found out in the case study, higher learning institutes and the
government of Singapore should be concentrated on using Internet and alumni com-
munity for their communication activities, and country’s specific feature as well
as education quality and institutes’ reputation should be highlighted. Furthermore,
higher learning institute in Singapore should provide a multi-national environment,
and design their academic and campus activities aligning on Singapore’s experience.
For further research, studies will need to concentrate on com- paring competitive ad-
vantages of Singapore higher learning institutes to competitors in Northern America,
Europe and Australia. These developments could help Singapore players to determine
relevant competitive strategies.
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Chapter 9
Transnational Psychology: A Case Study
of South East Asia

Lennie Geerlings, Anita Lundberg and Claire Thompson

Abstract In the last two decades transnational education has intensified. This paper
provides a case study of transnational education in South East Asia by mapping
historical and current transnational psychology education in Australia, Singapore
and Malaysia. Given psychology’s roots in Europe and the United States of America,
and its close interrelation with norms of ‘western’ societies, the data accrued from
research for this paper raises important questions regarding how South East Asian
countries are dealing with foreign influence through education.

9.1 Introduction: Changing Education

In recent decades, education has become increasingly transnational [1-7]. In Asia,
several countries are in a race to be named an ‘education hub’. In other words,
through education these countries aim to develop a strategic pool of local and in-
ternational actors who engage in knowledge production and innovation initiatives
[3]. The rationale is that education can contribute to the economic growth, human
capital development, and talent attraction, required for progress of the ‘knowledge
economy’ as a new stage of post-industrial development [8]. Strategies include pri-
vatization of education and massive cross-border expansion [5, 7, 9—12]. Prestigious
foreign institutes are invited to collaborate with local institutes and countries open
their borders for the development of international campuses.

Transnational education is frequently studied in terms of governance [6, 7, 10, 12].
However, as the education hub quest matures [13], government strategies to set up
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transnational education are near complete. Therefore, this paper proposes a different
vantage point for transnational education: studying the actual university programs.
This has two benefits. Firstly, university programs provide a source of content that
allow us to look beyond the organizational, political, and economic benefits of in-
ternationalization of education. In other words, investigating curricula returns our
attention to the actual educational activities [14]. Second, university curricula are a
temporary consensus of competing interests in shaping future citizens [15, 16]. They
can be regarded as a source of discursive power. Curricula may therefore provide
insights in how ‘education hub’ countries are dealing with competing social, cultural,
material and geopolitical interests [17].

This paper outlines an interdisciplinary case study of transnational exchanges
in psychology education. It focuses on Australia, Singapore and Malaysia as these
countries experience massive transnational expansion of education. Psychology is of
specific interest as it can be viewed as a ‘western’ science and discipline. It developed
in Europe and the United States of America and is based on western values, such as
individuality [18-21]. This study places a special emphasis on clinical psychology,
which is the examination, treatment and prevention of psychological ‘maladjustment,
disability and discomfort’ [22]. It is intertwined with norms for behaviour in society.
Therefore, to trace exchanges of psychology in South East Asia means tracing how
the region deals with foreign influence through education.

9.2 Historical Transnational Psychology

This section briefly outlines the history of transnational psychology. A fuller
exposition can be found in Geerlings, Thompson and Lundberg [23].

Psychology education developed from the second half of the nineteenth century
onwards in Europe and the United States. Since the opening of the first psychological
laboratory by Wilhelm Wundt at the University of Leipzig, Germany, in 1879, the
PhD (Doctor of Philosophy) in psychology was introduced in European universities
[20, 21]. Psychological knowledge was taken up and further developed in the United
States. When Lightner Witmer opened a university clinic at the University of Penn-
sylvania, USA, in 1896, clinical training was added to the PhD [24]. This can be
regarded as the start of clinical psychology education.

Psychology was adopted in Australia in 1913, when the first psychology lecturer
was appointed at the University of Western Australia [25, 26]. The early Australian
programs depended heavily on foreign psychology developments, and most lectur-
ers were trained in the ‘west’. [25, 26]. The Second World War accelerated the
development of clinical psychology [25-27]. Clinical psychology education was
taken up by the majority of universities in Europe, the USA and Australia. In the
USA, clinical psychology education was standardized. In 1949 the combination of
academic research and practical training was set as the standard model for clinical
psychology education during the Boulder Conference [24, 27]. An alternative, more
practice-based model was developed in 1973 in Vail, USA.
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The Australian Colombo Plan visiting lecturer Beryl Wright brought psychology
education to Singapore in 1952 [28]. The Colombo Plan was a developmental aid
scheme for Asia and the Pacific, originally signed in Colombo by Australia, Canada,
India, New Zealand, Pakistan, Sri Lanka, and the United Kingdom [29]. The aid pro-
gram incorporated education involving both experts travelling to Asia and the spon-
sorship of students from developing countries in Asia to study at western universities
of the signatory countries, including Australian universities. The first psychology pro-
gram started at National University of Singapore (NUS) in 1987; a master of clinical
psychology in 1998, patterned after programs in British universities [30, 31].

In Malaysia, the first department of psychology was opened at the Universiti
Kebangsaan Malaysia (UKM; National University of Malaysia) in 1979, although
psychology subjects had been taught previously to serve other disciplines [31, 32].
Psychology was introduced by the first two Malaysian psychologists. It was further
adopted by other universities. Similar to Australia and Singapore, the majority
of these early programs in Malaysia depended heavily upon imported models
although there is some evidence of contextualisation in Malaysia [28], notably by
the International Islamic University of Malaysia which integrated psychology with
an Islamic outlook [33].

9.3 Transnational Psychology Today

Since its introduction into Australia, Singapore and Malaysia, psychology education
has followed the same curriculum—however, there are differences in the landscapes
of psychology education in each of these countries. This section emphasises clini-
cal psychology (both Boulder and Vail models: Master of Clinical Psychology and
Doctor of Clinical Psychology).

9.3.1 Australia

In Australia clinical psychology is the most popular postgraduate program, offered in
32 out of 40 Australian universities. Clinical programs are highly standardized, they
usually take 2 or 3 years to complete and contain a coursework, research and pro-
fessional experience element. Coursework is mainly focused on psychopathology,
diagnosis, and intervention of psychological disorders listed in the standard diag-
nostic manual, DSM. The majority of the universities report a competitive selection
process; only a few students are admitted to these programs each year.

The Australian clinical psychology programs are quality checked by the Australian
Psychological Accreditation Council (APAC). Quality is defined by duration, course
structure, course content, assessment methods, staffing, resources, and the quality of
the practical components [34]. APAC accreditation enables unconstrained exchange
of psychology students across Australian universities. However, for students with a
foreign degree, admittance to psychology programs is difficult as it requires APAC
accreditation of previous degrees.
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Australia is one of the main exporters of psychology education to Asia [35, 36].
Eleven out of thirteen Australian universities have international offshore campuses
based in Asia, two of which offer psychology education in joint degrees with Sin-
gaporean and Malaysian institutions (Central Queensland University; University of
Wollongong; University of Melbourne), and two offer independent programs (James
Cook University (JCU) and Monash University). One university offers clinical psy-
chology (JCU Singapore campus). In sum, five Australian universities are involved
in psychology education in Singapore and Malaysia [37]. In contrast, in Australia,
there are no foreign institutions involved in psychology education.

9.3.2 Singapore

In the last two decades, university education in Singapore has changed dramatically,
driven by the Global Schoolhouse initiative [10]. Through the Global Schoolhouse
program Singapore aims to become a main exporter of education in the region by
attracting large numbers of international students [7, 12]. Strategies include collab-
oration with foreign universities and institutes and the development of international
campuses in the city-state. In 2011, Singapore hosted 16 foreign tertiary institutions
[42]. These foreign universities and institutes can collaborate with local education
providers in various ways [38]. This study is confined to international campuses
offering on-site degree education and joint degrees.

Clinical psychology is available in Singapore in one national university program
(National University of Singapore); in a program from a foreign university (JCU
Singapore) and in a joint degree of a local and foreign university (NUS—University
of Melbourne). The latter two programs are APAC accredited. The Singapore Psy-
chological Society does not yet accredit psychology programs. However, the APAC
and local clinical psychology programs in Singapore are similar to each other and to
their Australian counterparts in their duration, method, curricula and selectivity of
candidates.

9.3.3 Malaysia

Malaysia aims to develop two regions into centres of education excellence: Educity
in Iskandar and Kuala Lumpur Education City (KLEC) in the Klang Valley [5, 7].
From 1996, international campuses were allowed to establish themselves in Malaysia
[39]. To date, this has resulted in five established international campuses throughout
the country, of which two offer psychology education (the Malaysian campuses
of University of Nottingham and Monash University) [40]. In total 16 Malaysian
universities offer psychology, of which seven are public universities. Geographically,
the majority of these universities are located in KLEC. Exceptions are located in the
North (Universiti Utara Malaysia), in Sabah (Universiti Malaysia Sabah), in Kuantan
(University College Shah Putra), in Selangor (Universiti Selangor) and one university
in the Iskandar hub (University Tun Hussein Onn Malaysia).
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The specialised area of Clinical Psychology is offered in two Malaysian universi-
ties (Universiti Kebangsaan Malaysia and HELP University). These two clinical
programs are similar to Australian and Singaporean ones in terms of duration,
method, curricula and selectivity. Similar to Singapore, the Malaysian Psychological
Association does not yet accredit psychology programs. However, noteworthy in the
Malaysian masters’ curricula is its attention to sociocultural issues [32, 41]. This
cultural contextualisation is unique to the Malaysian programs.

9.4 Ciritical Questions and Future Directions

The data outlined above illustrates how psychology education and knowledge are
historically and currently exported and imported in transnational domains. Psychol-
ogy originated in Europe and the USA, and the development of psychology as a
science and discipline is based upon these western developments (which were based
on exchanges of scholars and ideas). However, Psychology has a shorter history
in Australia and South East Asia. Its development in the region is built upon prior
developments of psychology in the west. In other words: the psychology brought to
the South East Asian region is western psychology.

Psychology in Australia and South East Asia has been based upon a one-way
‘flow of knowledge’ from north to south, from west to east [42]: South East Asian
academics who studied abroad brought western psychological knowledge back to
their home countries. Today, we are seeing the beginnings of exchanges taking place
within South East Asian countries—in local-foreign collaborations and in the im-
portation of foreign campuses, including a strong presence of Australian campuses
and joint degree programs. This situation opens up the question of whether these
transnational collaborations in psychology contribute to knowledge sharing, or to
the continued imposition of western psychology in South East Asia.

The many APAC accredited programs in Singapore may point out that a bi-
directional flow of knowledge has yet to be attained. The strict standardisation of
curricula from Australia to Asia also indicates a unidirectional flow of knowledge.
The diversity of the education provider landscape created through transnational
education has not yet opened up a bi-lateral or multi- lateral flow or exchange of
knowledge, however, the very complexity of this landscape suggests the potential
for this opening.

The assumption in psychology is that it is a ‘global curricula’. This is particularly
apparent in clinical psychology, where it is assumed (and taught) that its knowledge
and norms for behaviour are applicable in all countries. Given clinical psychology’s
reliance on the diagnostic manual, DSM—already substantially criticised for being
based upon western knowledge and for medicalising behaviour [43]—this opens
up critical questioning of the sociocultural consequences of the import-export of
transnational psychology education for South East Asian countries. This calls for an
urgent need for further study.

Specifically, these conclusions point to the need for a postcolonial perspective on
transnational education in which the negotiations of local and foreign geopolitical



78 L. Geerlings et al.

and anthropological influences in education in South East Asian countries are illumi-
nated. Such interdisciplinary inquiry may provide insights into how we ensure that
psychology programs are contributing to enhancing academic excellence, promoting
social justice and creating responsiveness toward societal mental health needs.
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Chapter 10

Challenges in Teaching Tertiary English:
Benefits of Action Research, Professional
Reflection and Professional Development

Pamela Arumynathan and Boby S. Kappen

Abstract This study identifies challenges that teachers face in English classrooms at
the tertiary educational level. A focus on the complications that commonly arise from
curricular, extra-curricular and professional hurdles helps to resolve those problems
and provide answers through recommendations for increased collaboration, reflec-
tion and action research. The results indicate the benefits to teachers of participating
in professional and language development courses, creating a more comprehensive
course syllabus/outline, professional reflection and increasing efficiency by using
action research.

10.1 Introduction

Teachers at many levels are increasingly more distracted from their immediate class-
room responsibilities, while at the same time, their classroom responsibilities are
growing more encompassing and rigorous. This is especially true at the tertiary level
where the final goal of preparing competent and capable students has real world and
immediate implications. Some of the most common struggles facing English teachers
include helping students to develop oral, aural, written and verbal communication
skills including, pronunciation and grammar. The practical problems teachers face
include the classroom related concerns of management and student motivation both
of which are a means, directly related to the preparation and implementation of
multiple assessments ends. In addition to these challenges, teachers are faced with
modern trends of high-stakes-test scores acting in place of school and state policies
[1]. The defacto policies demand that teachers present demonstrable learning im-
provements through adequate student test-pass-rates. An example of these tests is
the International English Language Test Proficiency or IELTS [2].

Teachers react and cope in various ways. On the positive side there are those who
vary their teaching style to foster a non-threatening learning environment or one
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which encourages effective communication [3]. However, some alter their teaching
methods away from student-centered and toward, the less preferable, test-centered
style [1]. Others reject the demands dictated by their supervisors; yet remain adamant
for a less obtrusive change [4]. On top of this, teachers have extracurricular work
such as creating and improving curricula of their schools. While professional devel-
opment is widely regarded as a necessary component for successful institutions, it is
not always provided. Teachers, however, do need a professional growth technique or
strategy on which they can rely to improve themselves and their work. Thus this study
will argue that incorporating the practice of action research can provide a beacon for
teachers struggling to cut through the fog, created by their ever-increasing responsi-
bilities, in the interest of efficiency related to all of their work. When action research
is incorporated with regular professional reflection, collaboration and professional
development, English teachers at the tertiary level will experience increased efficacy
in their classrooms and in their work. The following literature review explores the
guiding theories, which lead to this assertion.

It is always wise to acquire wisdom from the past to face the challenges of
the present. Ryan [5] suggests that knowledge of language theories, the numer-
ous language acquisition and development theories, is necessary for an informed
investigation of this topic. Some of the theories include those of Noam Chomsky
who developed many theories that acknowledge the presence of innate language
skills in children; Lev Vygostky, believed socialization of humans can be seen in
self -talk, a behavior linked with the practice of thinking in a language and Carl
Rogers who believed that given positive regard, a person will naturally realize their
self-actualization [3]. Applying these theories in language development suggests
the following: Language and grammar skills are innate in people, can be developed
through socialization, which is expressed in self-talk and is changeable by experience
through adaptation. Thus it can be reasonably assumed that students, with proper
guidance, can reach fluency and achieve English proficiency in communication.

Action research is widely regarded as a useful tool for teachers. According to Moll
[6]“One type of research that has been carried out by teachers in their classrooms
is ‘action research’, that is teacher-initiated classroom investigation which seeks
to increase the teacher’s understanding of classroom teaching and learning, and to
bring about change in classroom practices. It is precisely this type of research that
we believe should also be brought into the university classroom. Action research
promotes reflection of one’s own practice.” The primary focus of this research is
defining the roadblocks that teachers face in guiding their students to achieve English
proficiency in communication. As action research is useful in identifying questions
and determining methods and solutions to problems, it will be the primary tool used
within this research.

10.2 Significance of the Study

This study shall identify the challenges that teachers encounter in a tertiary edu-
cational institution. After thorough identification of the challenges, suggestions for
solutions and recommendations based on current techniques and strategies will be
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offered. The results of this study will benefit participating teachers and their stu-
dents by exhibiting to them the importance of including action research in their
work. Through collaborative professional reflection with the teachers, a promotion
of professional development and incorporation of action research, an increase in
English efficiency and English language abilities is predicted. Additional benefits
include developing more comprehensive course syllabuses and outlines along with
an expansion of professional and language training for the teachers. The students
of teachers who practice action research will likely see the most benefit as their
language skills improve due to improved teaching techniques. All of this will help
both teachers and students succeed in their chosen fields, especially related to us-
ing English for professional purposes as the target language becomes increasingly
prevalent on a global scale.

10.3 Reflection in Teaching: Theoretical Background

Reflection in teaching is largely elaborated in Dewey’s writings [7]. Reflection ap-
pears as the most viable of all theories since reflection “enables us to solve problems
while we are engaged in our normal practice. It allows us to confront and overcome
anomalies (doubts, uncertainties, surprises, interruptions) in our experience. It can
help us look back and understand what has happened” [7]. Dewey defined reflective
thinking as “the kind of thinking that consists of turning a subject over in the mind
and giving it serious and consecutive consideration” (Dewey, as mentioned in [7]).
It is different from daydreaming since reflective thought in Dewey’s concept is dis-
ciplined, problem centered, purposeful and directed—*"intent on understanding and
creating meaning from an interaction or realization” [8]. The only similarity between
reflective thought and daydreaming is that both are conscious streams of thought and
internal processes of the mind.

Heflich and Iran-Nijad [8] describe the five phases in the reflective cycle of thought
that Dewey writes about. It is interesting to note how these are very much amenable to
the practice of English education: (1) a doubt or uncertainty that arises unconsciously
about an activity (a lot of espoused methodologies in English teaching are Western
based and may not be much applicable in the local context); (2) the active organization
of the uncertainty into a question to be solved (objective measures confirming the
presence of the problem is taken into consideration); (3) the problem is thoroughly
organized and a tentative solution is formulated (here the outlines of the possible
solutions are written based on teacher’s knowledge and first-hand experience of
the class); (4) a rigorous examination of the idea is made (the tentative solution is
consulted with other experts in the field or with literatures); and (5) action and testing
of the hypothesis to see if the planned solution to the problem actually does what is
expected (the finalized solution is tried and tested, this is the trial and error phase
resolving challenges in English teaching—this stage can happen in many cycles until
the problem is resolved). Similar to Dutertre’s [9] execution of her action research,
she went through at least four cycles. As Dewey concept shows reflective thinking
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in adjusts the phases to the start, a kind of feedback loop, until the problem at hand
is resolved.

Following the ideas of Dewey, Schon introduces the concept of Knowing-In-
Action (KIA). KIA happens every time knowledge occurs due to internal or external
environmental situations. Heflich and Iran-Nijad [8] explains it this way: when we
see a face we recognize who that face is but we can’t explain how the process occurs.
Schon explained that reflection happens when “there is a surprise, when something
interrupts the flow of the KIA that guides our everyday activity.” This is similar to
Dewey’s beginning of reflection triggered by uncertainty and doubt. Schon explained
that this interruption in the KIA, or the surprise or doubt, that which can be resolved
by reflection in two ways: Reflection-on-action and reflection-in-action. Reflection-
in-action happens when one looks back in the KIA and thinks why the surprise
has occurred. It occurs when after some considerable distance is established with
the KIA, one thinks critically and ‘evaluatively’. Reflection-in-action happens on
the spot when the surprise occurs. It is almost always intuitive. Action research uses
both reflection-on-action and reflection-in-action but gives weight to the utility of the
former due to its carefulness in documenting and delivering set solutions to problems
at hand.

Heflich and Iran-Nijad [8] opines that reflection is an alternative to the failing
rigid radical-scientific approach that is permeating the present educational system.
Kompf and Bond [7] on the other hand criticize the overuse of reflection beyond
its conceptual definitions and limit it as a philosophy similar to hypothesis testing.
Kompf and Bond [7], however, mentioned the theory of Jean Piaget to support the
concepts proliferated by Dewey and Schon on reflection.

Piaget’s terminology explains the process of reflection [7]. According to him,
the existence of a schema is found in all people. It is the “fundamental unit of
organization derived from experience and produces a unified pattern of behavior” [7].
When new information is at hand, adaptation happens. Kompf and Bond [7] explain
that “Adaptation is facilitated by the complementary process of assimilation and
accommodation. They added that, “assimilation integrates environmental influences
into an already-existing physical or cognitive structure thereby extending existing
schemata. Accommodation alters physical or cognitive structures having to do with
new patterns of behavior.” Reflection involves the schema’s transformation either by
assimilation or accommodation.

On the administration of a solution for the problem at hand, in delivering action
research, this research takes on the theory of humanism, particularly that of Carl
Rogers. Rogers (as mentioned in [7]) “advocated . . . “whole person” learning, which
promoted cognitive and affective learning simultaneously. ...” According to most
experts the inclusion of both cognition and emotion, the inclusion of both interests
and challenge motivates students [10]. Ginsberg [7] furthers, “Teachers facilitate
this type of learning with what Rogers . . . termed “realness”. .. or being genuinely
you in the relationship with learners. The notions of positive regard for the students,
a holistic view of them, and engaging in constructive relationships with them are
all integral to the concepts of humanistic education.” The constructive relationship
with the students in English as conceptualized in this research is found not just in
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classroom teaching or facilitating, but also on the conversations pertaining to the
resolution of problems. Action research will be openly administered and comments
and opinions of the students shall be taken into account to develop interventions and
to measure the success of these interventions. The review of literature shows that
this unconditional positive regard or caring is identified as one of the most important
characteristics of an effective teacher [11].

10.4 Synthesis

The review of the related literature outlines the challenges or problems that face
English teachers. Two of the most important and prevailing problems in our age are
(1) the English proficiency or linguistic competence of the teacher and (2) the specific
needs of the students. The need for English proficiency and linguistic competence
seems to be a by-product of the increase of ESL students because of the influx of
the internet where the language medium is mostly English. The specific needs of
the students refer to their cultural and situational specific needs ranging from their
religion, social class, country, personality and/or even their motivation for studying
English. This review featured six cases of action research. All of which intervened
to help students learn English by letting the teacher adjust his curriculum, teaching
style or even his over-all approach to the student. One researcher even asked teachers
to act as defacto students. Action research is a viable solution to the challenges at
hand. It is not a new concept in English teaching but a lot of teachers avoid it because
they don’t see the practicality of research in general [4]. However, action research is
practical. It is flexible and its theoretical base, as mentioned here, is compatible with
the busy academic life of the teacher. The theoretical foundations from which this
study will be built upon will be the theories on reflection according to Dewey, Schon
and Piaget (as mentioned by [7, 8]. The outcome of the action research relies heavily
on humanistic theory, particularly that of Rogers and Maslow, who articulated the
importance of positive regard, warm feelings and a caring approach—which needs
to be communicated to the student to support him in this cycle of teaching and
learning and research—for the student to develop the language skills needed for him
to succeed.
The literature review leads to the following aims of the study:

1. Identify the challenges faced by teachers of students in an English language
preparatory course.

2. Develop interventions leading to solutions, to the problems, through teacher
collaborations.

3. Spotlight the effectiveness of these solutions in helping teachers.
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10.5 Descriptive Research Notes

The goal of this review is to identify ways teachers can improve in the classroom. The
research of literature including: on-line publications, archival websites, books and
other publications will be used to gather and sort information. Surveying the literature
indicated that the various challenges and needs are found in many TEFL/TESL
settings regardless of country or demographic status. Thus, the next course of action
was to identify how the authors resolved the challenges indicated in the literature. As
these are all preliminary findings, additional literature will be added as the specific
problems of the study are identified and developed.

This review will show teachers’ preferences related to action research and the
use of professional reflection. The literature review shows that solutions exist for
the challenges facing teachers, professional reflection is the place they can start.
The information gathered here-in is based on internet and library searches that used
effective teaching of ESL/EFL students, challenges, professional reflection and ac-
tion research as key words. During the course of the review the settings of the
search engine were set to PDF files only, as online research is commonly found
in PDF format. The purpose of this practice is to find documents found in online
English journals (TESL- Electronic Journal and others). Notes are kept on scratch
paper emphasizing key words and useful quotes—anything that is related to helping
teachers to improve their classroom teaching. The current literature review, still a
work in progress, has produced the statement of the problem along with reflection
statements. The overarching purpose of this work is to explore how action research
can be implemented in the local setting. This will be achieved through identification
of the most pressing and common challenges that teachers encounter, accompanied
by suggestions for how action research can be a catalyst of change for the good of
ESL/EFL teachers and the success of their students.

10.6 Benefits of this Research

Singapore government is moving towards making Singapore an education hub by
2020. As such, this research is of extremely high relevance as it is focused on En-
glish Language learners at tertiary levels, which comprise mostly of foreign students
studying English Language in Singapore. The benefits are at three levels: (a) in-
dividual teaching level, (b) institutional level, and (c) national level. The research
findings, which would bring to light the problems faced by teachers and students
would help educators, education administrators and the relevant authorities look into
the problems and find relevant solutions thereby making the education landscape
more appealing and relevant to future students, their parents and educators.
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10.7 Action Plan

At the time of writing the action plan is not yet finalized. Approval from the Research
Supervisor and face validation of the instruments cited here are needed before final-
ization. However, the action plan will focus on interventions, for English classroom
teaching, improving students’ oral and/or written communication skills. The study
plans to report only one action plan. However if the action plan proves to be suc-
cessful it shall be administered again (with modifications from feedback) to initiate
a continuous and systemic part of English education in the institution.
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Chapter 11
MOOCs vs MMOGs

Chek Tien Tan

Abstract Much hype has been centered on MOOCs, or Massive Online Open
Courses, in higher education recently. They possess the noble aim of bringing top
quality education to the masses, often for free, but suffer from several drawbacks
that include student motivation and a lack of team-based activities. Other than to al-
leviate some of these shortcomings, the main goal of this paper is to explore what the
design of Massively Multiplayer Online Games (MMOGSs) can offer for the design
of MOOC:s. A review of MOOC:s is first presented, followed by a dissection of the
general structure of MOOCSs with a formal game perspective. A comparative analysis
with MMOG:s is then provided which finally leads to a set of design guidelines for
creating more engaging MOOC:s.

11.1 Introduction

MOOCs (Massive Online Open Courses) are widely considered to be the potential
game changers in higher education and have been given much attention recently,
with some of the world’s leading colleges competing to offer a rapidly increasing
number of online courses as well as build the supporting technical framework behind
them. On the contrary, MMOGs (Massively Multiplayer Online Games) have been
around since the dawn of computer gaming in the 1980s. Good MMOGs are well
known for their ability to engage players for countless hours and provide a heightened
sense of intrinsic motivation, amongst other qualities from the concept of flow by
Csikszentmihalyi [1], which is used widely to explain positive gaming experiences.

Although MOOCs have enjoyed wide positive reception, they are mostly well
received for their potential benefits rather than currently perceived benefits. For
example, Vardi highlighted that MOOCs might be seriously lacking pedagogy and
popular only for getting a fast and free education from prestigious colleges [14]. In
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one case, a MOOC that had over 40,000 students was stopped halfway due to massive
student complaints . Ironically, it was a MOOC that taught online education. Indeed,
as we will see in the review of MOOC:s in the next section, current MOOCs lack some
of the important components that provide essential graduate attributes. Nevertheless,
if designed properly, we believe MOOCss do possess the potential to revolutionize the
way tertiary education is being delivered and also how accessible quality education
is to the masses, hence this paper hopes to provide some insights into how to design
it better.

In the rest of this paper, a review of some of the most prominent MOOC:s is first
presented. We then introduce MMOGs and analyze their game design strategies in
terms of formal and dramatic elements. We then dissect MOOCsSs with the same game
design perspective and finally conclude with a set of design guidelines for creating
more engaging and complete MOOC:s.

11.2 MOOCs

Although the notion of MOOC:s originated sometime in 2008, the term MOOC only
became widely popular when Stanford University launched three official courses
for free public enrolment in the year 2012. These three courses received a massive
reception around the world with enormous enrolment numbers. From then on, many
initiatives followed suit with some of the world’s leading colleges like Stanford, MIT
and Havard heavily invested in the development of MOOCsSs. Hence it is no surprise
that the more successful and well-known MOOC:s have roots in these universities,
which includes Coursera?, edX * and Udacity *. Hence MOOCs are largely known to
represent full-blown university courses that are offered for public enrolment online.
This means a typical MOOC comprises of lectures, assignments, quizzes and final
examinations, but are delivered using online mediumes. It is worth nothing that there
are a number of popular online educational resources, like Khan Academy? and
MIT OpenCourseWare ®, which do not possess strict enough structures to fit into this
modern definition of MOOC:Ss, but have very similar goals. In general, MOOCs can
certainly take on a large number of variations depending on how loose one wishes to
define it but we will limit our discussions to the typical notion of full-blown university
online courses. Hence we will look at Coursera, edX and Udacity in more detail.

! http://www.insidehighered.com/news/2013/02/04/coursera-forced-call-mooc-amid-complaints-
about-course.

2 https://WwWw.coursera.org

3 https://www.edx.org

4 https://www.udacity.com

5 https://www.khanacademy.org
6 http://ocw.mit.edu
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11.2.1 Coursera

Coursera was founded by Stanford University professors Andrew Ng and Daphne
Koller. It started offering courses from only Stanford University, the University of
Michigan, Princeton, and the University of Pennsylvania, but has since expanded to
become the largest MOOC portal offering over 350 courses from a large variety of
disciplines from more than 60 universities, at the time of writing. Coursera courses
represent typical MOOCsSs with courseware organized into lectures, assessments and
discussion forums. The courses run at fixed periods with a clear start and end date
with weekly content and assessment deadlines given as they are released. Enrolled
students have to adhere to the stipulated schedule.

Lectures are video recordings delivered via an advanced web player that allows the
student to change playback speeds. The lectures look mostly professionally edited,
and feel more engaging than a traditional voiceover slide presentation. For example,
in the course Statistics:Making Sense of Data, the lecturer speaks in a self video
overlaid on top of content material. He even appears to be looking at the correct
locations of text he is referring to in the content behind him. The content material
also often involves animated digital handwriting used to engage the attention of
student viewers.

A prominent feature of the video lectures is that they contain breakpoints that
require students to answer short quizzes before continuing. The videos in Coursera
are simply short-circuited and an online form is presented to the user to prompt for an
answer to a question. Students can also choose to skip the quizzes to continue viewing
the video. The only feedback the student gets in these quizzes is the correctness, and
the results of these quizzes do not affect the video afterwards

The assessment items often includes automatic software graded multiple choice
questions as well as peer graded work that have more complex submission formats.
Students will get grades for these items that count toward their final course grades.

The discussion forums are simple online threaded discussion forums that are
commonly seen on the web. This non-real-time interaction seems to be the only
mode of communication between the instructors and the students, as well as between
students.

11.2.2 edX

edX is a not-for-profit organization founded by Harvard University and the Mas-
sachusetts Institute of Technology. It has since expanded to include a total of 12
universities as partners. Compared to Coursera, edX has a much smaller number of
courses, around 33 at the time of writing. edX has a very similar structure to Cours-
era with similar courseware content whereby students need to adhere to the strict
timelines of each course.

The format of the videos in edX reflects most closely to traditional recorded
university lectures. For example in the course Stat2.1x Introduction to Statistics, a
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typical video shows PowerPoint slides guided by a virtual pointer with a voiceover
from the lecturer, and in CS188.1x Artificial Intelligence, the video is a mix of
PowerPoint slides and recordings of the lecturer appearing to give actual lectures to
live audiences. Just to be clear, the videos are pre-recorded and not streamed live.
The videos appear to be non-interactive, in that there are no embedded quizzes in
the midst of viewing, unlike the ones Coursera has.

The graded assessments are similar to Coursera’s, which include automatic and
peer graded tasks. The discussion forum also appears to be of a similar type, which
contains non real-time threaded posts.

One unique offering of edX is that its platform technology is also open-sourced,
which includes a course authoring tool, assessment tools and even an Artificial Intel-
ligence (AI) grader based in machine learning. This is an important feature of edX
that aims to advance the state of the art in MOOCs by giving developers free access
to a good starting framework.

11.2.3 Udacity

Sebastian Thrun, David Stavens and Mike Sokolsky, who are all prominent re-
searchers in computer science, founded Udacity. Udacity started from a Stanford
University experiment (which Sebastian Thrun was a part-time Professor at) with an
online course, much like the story of Coursera. Udacity has an even smaller number
of courses, 25 at the time of writing, and the structure of content in Udacity is very
similar to those of Coursera and edX, with Lectures, assessment items and discussion
forums at the core. However, Udacity’s MOOC offering does differ quite a bit from
those of Coursera’s and edX’s.

Firstly, Udacity does not require students to adhere to a fixed semester timeline.
Students can complete the courses entirely in their own pace. This means more
flexibility, but also means that it is harder for the instructors to coordinate, and
that group-based assignments will be really complicated to implement. Currently, it
seems like all assignments in Udacity are individual-based. That being said, most
assignments in Coursera and edX are also targeted at only individuals.

Secondly, the video lectures in Udacity have a different level of engagement.
One visible difference is that all courses are delivered in a very similar way, with
the lecturer primarily using a digital pen to illustrate concepts, with the hand totally
visible. Like Coursera, Udacity’s videos have short quizzes that break up the lectures
to engage the students. But unlike Coursera, the quizzes actually blend into the visuals
of the content. For example, in the course Introduction to Statistics, each quiz actually
involves the lecturer asking a question in the midst of his lecture, and writing the
question digitally by hand on the screen. He then draws a text box by hand and asks
for an input from the student. The text box then displayed to the user is actually
overlaid onto the actual position where the lecturer draws his hand-drawn box. This
most likely aims to provide a more seamless and engaging experience than the static
one in Coursera. Whether it actually does provide this heightened experience is a
research question to be uncovered by more formalized experiments, but from the
personal usage experience of the author, he certainly thinks it does.
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For the assessment items, the graded assessments also follow a similar video-
based quiz approach, including assignments and final examinations. This aims to
make the whole experience uniform and seamless to increase engagement. In all, the
usability of the website also appears to be much more intuitive and simpler, as the
student simply needs to follow the linear path depicted by the videos. The discussion
forum however, is largely similar to Coursera and edX.

From the above review of the major players, the biggest advantage of MOOCs
over traditional classroom seems to be the delivery of lectures. Using recorded video
means students can watch them at their own time, scrub forwards and backwards and
change playback speeds. One big advantage is that these capabilities make it more
conducive for students to grasp difficult concepts where there is a need for repeated
viewing. Also, the embedding of short practice quizzes within the videos makes it
more engaging than static videos and also provides a more interactive experience,
which has been known to improve learning [11].

Apart from the improved lecture delivery, the rest of the MOOC offering has
several potential drawbacks however, including the following:

¢ The improvement in video lecture delivery does not guarantee a student will want
to look at them if one is not motivated by the course nature. Making the course
purely online might be worse if the student is not even motivated to start looking
at it, but the course is essential for his overall studies. To make this point clearer,
take for example a student studying a game development degree. Calculus is an
important fundamental knowledge for many graphical techniques in games, but it
is common that many students are not able to see the value when they are taking it
in a foundational year. Hence if the degree was entirely online, this student might
fare badly or in the worst case not even try to go through the calculus course.
Hence the issue of motiving and engaging students is a bigger problem in online
courses as the responsibility of learning falls entirely on the students.

¢ Current approaches seem to favor tasks that can only be performed individually,
whilst most educators would agree that group work is an important aspect of
learning in many disciplines [12].

e There is a lack of the human touch and the participation in a real community.
Most current approaches to interaction revolve around the use of online discussion
forums. When all interactions are non real-time and happens without knowledge
of what the others look like or how the others sound like, learning feels like a solo
endeavor. In addition, having all the assignments done individually reinforces this
separation. Prior study has shown that there is a significant difference in learning
perceptions when the notion of a social community is absent [2]. Provision for
more interaction modes between students are needed, even if they are done in an
online setting.

* In the online assessments there seems to be no requirements for presentations.
Classroom presentations are an essential part of tertiary courses as public speaking
is a core graduate attribute valued by many professions. Technology does allow
for streamed presentations but perhaps the sheer size of the MOOCs poses a big
practical challenge for developers.
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In the first instance it seems like going back to a traditional mode of face-to-face
classroom delivery solves some of these problems. Hence one solution might be the
popular concept of blended learning [6], whereby face-to-face delivery mixed with
online solutions have been shown to improve learning outcomes [7]. However, this
paper proposes an alternative solution, and that is the use of MMOG design concepts
to improve these aspects, and possibly even increase the value proposition beyond
these problems.

11.3 MOOCs as MMOGs?

MMOGs take on a variety of genres but have several distinct characteristics can be
implied by the name. Firstly the words ‘“Massively Multiplayer Online” in MMOG
means that it involves a large number of online players. The second part of the name,
“Game”, naturally means that it is a digital game, and the notion of a game is what
primarily empowers the MMOG experience.

Some of the most successful MMOGs currently include League of Legends, World
of Warcraft, and Diablo III7. In 2011, 7 years after the release of World of Warcraft, it
still had over 10 million paid subscribers® with over 600 million hours played in the
United States and Europe region. In these kind of games, concepts of engagement,
immersion, and flow [8] are often used to explain the positive player experiences
leading to their massive success. Hence, to understand how they have achieved these
positive player experiences, we will need to analyze the components of such games.

The structure of an MMOG can be concisely decomposed using concept of for-
mal and dramatic elements [3]. Formal elements include the online players, clear
game objectives, software defined game rules, core gameplay procedures, game re-
sources, artificial conflict, virtual game boundaries and clear outcomes. Dramatic
elements a mix of mimicry, alea and agon play, progressively harder challenges, a
game world premise, fantasy characters and an immersive story.

Now let us look at the structure of a MOOC in the same formal and dramatic
element style used for games. It can be seen that formal elements are very similar to
MMOGs, which includes online students (players), course objectives, course rules,
study plans (procedures), learning resources, tests (conflict), course boundaries,
and graded outcomes. However, dramatic elements seem to be drastically different
from MMOGs:

11.3.1 Play

MOOC:s basically provide just one form of “play” within a strict rule-based system,
and that is the competitive “play” between each student and the course system. There

7 http://www.forbes.com/sites/johngaudiosi/2012/07/11/riot-games-league-of-legends-officially-
becomes-most-played-pc-game-in-the-world/
8 http://www.bbc.co.uk/news/technology-15672416
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is also a strong emphasis on attaining final grades that depend on single-attempt or
limited-attempt assessment tasks. This limits the amount of free-play in the system.
Failure to attain the required grades for each assessment also adds to the looming
possibility of needing to repeat the course several months later only when it is next
offered. Most would agree that the experience it provides can hardly be classified as
play, and is closer to “work” instead.

Although MMOG:s also provides play within a relatively tight rule-based system,
MMOGs have a form of play that emerges from a mix of competition, chance-based
play, and role-play. Players often have an almost unlimited number of tries at a quest
or puzzle until they finally figure out how to conquer them. Moreover, players can
often choose from various modes of play that involves different player interaction
types. A well playtested ecosystem of play is hence a core component of successful
MMOGs. MOOCs can perhaps incorporate a more flexible and varied nature of play.

11.3.2 Challenge

The types of challenges presented to students in MOOCsS include practice quizzes
(in the video lectures), graded assignments, and graded tests. Most of the time these
challenges are just chronologically successive tasks given according to what was
taught so far, and are not purposefully designed to cater to the increasing skills of
the students. These tasks, especially the graded assessment items, are usually few in
numbers, and are of moderately high difficulty, with the same difficulty presented to
all students regardless of their ability, in order to fairly spread the grade distribution.
This potentially hinders learning for slower paced learners when their skills do not
match the time these assessments are given out.

In MMOGs or even most good games in general, balancing challenge is consid-
ered one of the most crucial aspects of design in order to achieve positive, engaging
player experiences. Game designers spend a majority of time playtesting and metic-
ulously tweaking each game parameter in order to get the level progression right so
that players can easily get into the mental state of flow during play. In general, it
means that as the player’s skill improves, the game should present an appropriate
heightened challenge in order to motivate play progression so as to maintain an op-
timal experience that is constantly intrinsically satisfying. For example one strategy
to achieve this is to keep player performance in close check as frequent as possible
with game levels and quests kept small and contained, especially at the start. It is
also important to understand different players might progress differently, so the de-
sign needs to take this into consideration. The correlation of flow to positive player
experience has been shown by a large number of studies [4, 9, 13] and is hence a key
notion MOOCs might be able to learn from.



96 C.T. Tan

11.3.3 Premise, Character and Story

MOOCs do not have a crafted premise, character or story. On the contrary, these
elements are usually what stand out the most to players in many MMOGs. A large
portion of any MMOG investment usually goes into the careful crafting of immer-
sive game worlds with deep, compelling characters and storylines. Perhaps when
compared to single-player Role-Playing Games (RPGs), stories in MMOGs are less
well-received, but there is little doubt premise and characters play a big part in the
play experience [10]. Moreover as mentioned, the stories in MMOGs can be treated
as the emergent relationships in player-to-player interactions in the game world.
When the premise and character design have enough depth, players can easily form
stories around their interactions. Premise, character and story have also been shown
to be important measures of immersion for games [5], and MOOCs might similarly
use this to their advantage.

11.4 Designing MOOCs with MMOGs

With the comparative analysis in the previous section, we can now derive several
guidelines to improve MOOCs from a design perspective.

* Focus on getting the challenge progression correct.

This might mean a major re-design of the quizzes, assignments and tests in order
to have a gradually rising challenge that accumulates each additional set of knowl-
edge presented via the videos. This also mean having a lot more points of practice
throughout the MOOC:s that are small and test concise portions of knowledge.
Moreover, instructors should allow students to practice applying concepts a large
number of times in different situations before going on to more difficult concepts.
This adheres to good challenge design, whereby for example in games after a new
mechanic is introduced, multiple successive levels will test the player in various
ways, before requiring to combine the mechanic with the player’s previous arsenal
of skills for a next higher challenge.

There is also a need to recognize that every student progresses differently, so
it might be good to ensure he/she is able to competently make use the current
knowledge first, before allowing him/her to proceed, akin to the level progression
system in games. Hence we suggest allowing for repeated tries in graded assess-
ment tasks. To progress to the next task, it is important to ensure the student has
acquired the required knowledge up to the current point. It is a pity that current
MOOC assessments serve more as performance evaluators rather than learning
facilitators. However, we recognize that this depends a lot on the goals of the
instructor, as to whether it is more important to make sure every student has the
best learning experience, or to make sure that students are judged, ranked and
rewarded accurately.
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Nevertheless, as with good MMOG:s, a lot of user testing needs to be employed
in order to get the challenge aspect right in MOOC:s.

» Have different student interaction modes for assignments.
For example, include team assignment “arenas” in which fixed roles have to be
taken in order to complete the assignments. Then groups of students can arrange
for times to meet online and tackle these assignments together. This is much
like the multiplayer dungeons in MMOGs. Another example might be student
versus student assignments in which students go against each other in friendly
competition much like the player versus player arenas in MMOGs. Care needs
to be taken in distributing course credit however, as too much competition might
deter learning instead. Having various student interaction types can also help
develop different inter-personal skills common to many graduate attribute goals
of universities.
In addition to the provision of more interaction modes, the use of technology
familiar to MMOG players can be employed to enhance the way these interac-
tions are performed. In MMOG:s, especially intense dungeon battles that require
a lot of coordination, live voice communication tools are often used, and players
sometimes have to be in constant communication in order to conquer the chal-
lenges properly. Many multiplayer games have this feature built into the system
as well. MOOC:s can also consider integrating such technology such that it can
increase the human touch and sense of participation in a community, which has
been shown to be of great value in learning [2]. Coupled with group video stream-
ing technology, group presentations in these assignment “arenas” will likewise
be possible. Use of appropriate technology already prevalent in MMOGs would
hence serve to enhance the social benefits of learning even more.

* Create premise and characters.
In the first instance this might be in the form of consistent aesthetics across all
MOOCs in a MOOC university portraying a theme in which each student is
required to have a character representation of themselves. Having a story around
them might be even more compelling but as mentioned story can be built by the
student interactions if a strong premise and rich characters are present. Moreover,
designing story is especially time-consuming and the returns might not be high
enough to justify the investment, hence we suggest that story be optional.
As discussed, it is evident that premise, character and story are central to immer-
sion in MMOGs and using this to engage students in MOOCs might be something
worth trying out. Increasing the immersive experience might also improve the
intrinsic motivation required to “attend” the classes online, even if it was the
Calculus course that students might hate in a game design online degree.

11.5 Conclusion

In this paper, we have provided a review of popular MOOCs and pointed out several
shortcomings. We then perform a structural analysis of MOOCs from the viewpoint
of MMOG:s so as to compare the similarities and differences in order to extract the
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elements of success from good MMOGs. We find that the main insights MMOGs
can offer are the design of the dramatic elements in MMOGs, hence we have also
provided an elaboration on ways to implement them. Note that we do not exclude the
fact that a closer look at the formal elements might uncover more insights, but this
paper limits the discussion on the areas that are most glaringly absent in MOOC:s,
and those are the dramatic elements.

On the whole, we are not claiming that this is the best or preferred way to resolve
the current issues or is the best way to enhance MOOCs. What we aim to provide is an
alternative lens to look at MOOC design and proposing that more can be done is this
aspect to investigate the possibilities of applying MMOG design to MOOCs. We are
also not advocating that MOOC:s will take over tertiary education, but acknowledging
that they will potentially have a big impact on education. We hence hope to contribute
to that impact in a positive way.

In terms of limitations, development time is certainly a prohibitive factor in taking
up our suggestions. We do recognize that a lot of the guidelines are easier said than
done. However, they are at the most they are as hard as making a game, and the game
industry is a well-established industry with many good processes to gather from. The
implementations are certainly technically feasible, but business wise it might be a
harder decision to make. One primary issue is also the fact that this has not been
tried before and investing resources into it might be extremely risky for the MOOC
providers. One way for instructors might be to collaborate with game companies to
enhance their MOOC:s.

Hence as future work, we aim to perform a formal investigation into the proposed
benefits of our guidelines. We hope to embark on actually designing a simple MOOC,
which we will coin gMOOC (gamified MOOC), that includes the dramatic element
designs that we have discussed. We will then perform a formal user study on whether
gMOOCs indeed have an edge over current MOOC:s.
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Chapter 12
The Evolution of Business Models in the Video
Game Industry

Roberto Dillon and Ori Cohen

Abstract This paper aims at discussing the evolution of business models that have
characterized the video game industry in recent times and use it as a starting point
to predict possible scenarios that may develop in a near future. Different trends will
be reviewed and discussed both under a general, worldwide perspective as well as a
more localized, Asian one to gain insights on how this sector is evolving into new,
unexpected directions.

12.1 Introduction

Despite the Video Games industry being generally considered “recession proof™ [1],
[2] its traditional ways of doing business by funding game projects to be published
on high end dedicated consoles sold through retailers and physical shops have gone
through a constant decline at alarming rates after peaking in 2008. During 2012
many analysts were actually expecting a turnaround in November, with the Christmas
season approaching and the launch of the Wii U, the latest console from Nintendo,
but, surprisingly the data from NPD still showed an 11 % year over year decline [3].

So, what is happening exactly in the video game industry? Is it evolving into
something else where people enjoy games in novel ways which are more difficult to
track and quantify? Most importantly, by analyzing the latest developments, can we
make some educated guesses on what could be the next evolutions and opportunities
that will arise in a near future?

To address these questions, we will start by describing the different developments
and trends that completely reshaped this industry thanks to very fast advancements
across different technologies.
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Fig. 12.1 Percentage of population accessing the Internet for selected Asian countries, showcasing
excellent results in several regions while also showing margins for further growth. (Source: Internet
World Stats as of June 2012)

12.2 The Rise of Online and MMO games

Internet penetration did great strides in the last 10 years all around the world. This,
together with a more reliable infrastructure, allowed for faster connections and,
ultimately, offered novel ways of accessing games. Internet population growth was
particularly evident across Asia and even more so in South East Asia where many
countries can now proudly assert to have a significant share of their population online
(Fig. 12.1).

These terrific developments allowed for new ways to communicate, exchange
information and, last but not least, play games.

While online gaming was by no means a new concept, ‘“Neverwinter Nights”,
the first online game to also offer a proper GUI and a graphical representation of
different environment for players to explore and coexist in, was released in 1991
[4], it was only around the turn of the century with ground breaking successes like
Everquest and World of Warcraft that Massive Multiplayer Online (MMO) games
reached their apex and mainstream popularity.

These persistent virtual worlds were accessible by monthly subscription, provid-
ing their developers with a continuous stream of income. At the same time, players
started buying and selling virtual item by using real money, developing in game eco-
nomic systems comparable to those of real countries: it was estimated in 2002 that
Everquest was the 77th richest country in the world, sandwiched between Russia and
Bulgaria with GDP per capita higher than that of the People’s Republic of China and
India. A few years later, on October 7, 2010 World of Warcraft reached a subscriber
base of over 12 million players, making Blizzard one of the most profitable software
development companies in the world.

Most importantly, from a business perspective, the game clients for connecting
to nearby servers and start playing MMO games were not only distributed through
retailers in physical format but they soon started to be also available for download
online, giving developers a new way to get in touch directly with their audience
cutting any eventual middleman.
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Fostered by a faster and more reliable internet infrastructure, the growing popu-
larity of MMO games to be played online via subscription models was the first big
event to shake the traditional boxed game sales business.

12.3 The Rise of Social Networks and Free-to-Play Gaming

The next important event we need to focus our attention on to understand the modern
scenario is still closely related to the exponential growth of the internet population.
This time, though, it didn’t involve only traditional gamers but also a more general
crowd, often referred to as “casual gamers”.

More specifically, developers realized that social networks like Facebook, due to
their extreme popularity among internet users worldwide (see Fig. 12.2 for statistics
in Asia) were actually viable platform to deliver a new type of games.

These games relied on the viral qualities offered by the new hosting social platform
where players could spontaneously promote games they were playing among their
friends but, to exploit these possibilities to the fullest, developers had to evolve both
their development and business models.

Traditionally, in fact, games to be sold at retail had to be highly polished and
thoroughly tested before sending out the final, gold master into production but this ap-
proach proved too slow and ineffective for the new online medium where it was soon
realized that capturing a critical mass of users as fast as possible was of paramount
importance instead. Developers decided then that, instead of waiting till being able
of releasing a fully polished game, it would be much more effective to start releasing
the game as soon as it reached a minimum amount of playable features, called the
“Minimum Viable Product” or MVP.

The MVP would be good enough to test the audience’s reception and then the team
would keep developing new content, fine tuning and polishing the playing experience
according to users’ feedback while the game, in the meantime, slowly but naturally
went viral.

This development approach also had a natural consequence from a business per-
spective since, in general, a MVP can’t be sold upfront as a boxed game or even as a
digital download either. To facilitate the viral spread, players needed to access it for
free, and this implied a completely different monetization strategy: the game would
be free to play but there will be several opportunities for players to spend money
within the game, to acquire special virtual goods or speed up specific processes.

This strategy, called In-App-Purchase, or IAP, quickly became the standard
business model for all companies developing games on social platforms like
Facebook.

Results were explosive and beyond expectations: Zynga, a pioneer in the field
founded in 2007, quickly surged as the most powerful player thanks to games like
FarmVille which was able to gather more than 60 million active monthly users at its
peak in 2009.
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Fig. 12.2 Percentage of Internet population subscribed to Facebook in Asia: with a few notable
exceptions, people who are online most likely also have a Facebook presence, especially in South
East Asia. (Source: Internet World Stats as of June 2012)

The explosive rise in popularity of social Free to Play (F2P) games among players
became so pervasive that accessing playable content for free started being an expected
feature for all online activities, disrupting even the business models of other types of
games, like MMO, that were very successful up to that point by using more traditional
subscription models.

For example, the highest profile title released in the last few year, “Star Wars:
the Old Republic”, developed by BioWare/EA with an estimated budget in excess
of US$ 150 million, was released with critical acclaim and had a truly encouraging
start: despite players had to pay both for the game itself and then pay a US$ 15
monthly subscription fee, the game captured 1 million subscribers within three days
from its launch but then didn’t manage to keep the momentum going. In a matter of
months, players started complaining about having to pay monthly fees and the user
base dropped at an alarming rate. Ultimately, the subscription model proved itself
unable to sustain the game and developers had to reorganize it to make it accessible
also as a free to play experience with in-game-purchases to keep people engaged.

Around the same time, even for the most successful MMO game of all time, World
Of Warcraft, started to suffer the popularity of free to play games and, after peaking
in 2010, it started shedding players at an alarming rate.

In the end, to keep the game relevant, free to play access had to be given here
as well, showing that games based on subscription models alone are not sustainable
any longer.

12.4 The Rise of Mobile

The last few years didn’t witness only the rise of online gaming experiences played
on PCs, though, and another even more disrupting phenomenon occurred: the rise
of mobile platforms.

While analysts and the gaming industry at large have been bullish on the prospects
of the mobile sector since the beginning of this century, an excessive market fragmen-
tation and overly tight control by carrier operators prevented it to really establish itself
ata mainstream level. Things changed completely when Apple released the iPhone in
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2007 with its annexed AppStore in July 2008. Since then, mobile devices and online
stores became increasingly popular and are now becoming the devices of choice for
surfing the internet, as shown in Fig. 12.3.

Obviously, the new platforms didn’t pass unnoticed to game developers and count-
less games started being developed and published with very interesting results as
soon as the mobile audience proved itself particularly receptive to the consumption
of games, so much so that, today, more than half of the most popular paid apps being
purchased on Apple AppStore are games and games also represent about 70 % of the
top grossing apps, according to iTunes data.

Indeed, recent data show that smartphones and tablets are increasingly becoming
the platform of choice for gamers and that a significant percentage of people prefer
playing games on the mobile device rather than on a computer or console.

When the first games started being released, most of them adopted the revenue
model common to retail games: players had to pay a certain amount of money
upfront to get the game. As this scenario proved to be highly profitable, more and
more games were produced and released, with a very important consequence: while
at retail games have limited shelf space and a rotation of titles is automatic with a
new release substituting an older one, in digital stores shelf space is unlimited. This
quickly resulted in a very crowded space where visibility became a real issue, day
after day.

In fact, in most app stores, visibility is determined by popularity, i.e. the more a
game is downloaded, the easier it is to find as it climbs the charts and it is displayed
among the top titles in its category. But in an environment where we have more than
one hundred titles added each day (for example, at the time of writing, on Apple’s
i0S AppStore, there are 130 new games released daily) how can a game get more
downloads to become more visible and then be downloaded even more?

Investing in marketing would be a natural, though expensive, answer but there is
also a cheaper possibility: slash prices. The latter is exactly what happened across
all app stores, with apps in general and games in particular being sold for less and
less and, when even the minimum threshold of $0.99 was not enough anymore to
attract a meaningful interest, games started to be given away for free.

Once again, free to play superseded more traditional approaches and changed the
underlying revenue models from pay to download into advertisement based ones,
where ads are displayed during the game or, more commonly for top grossing games,
in an in-app-purchase model, exactly like it happened for MMO games when players,
spoilt by many other free to play games, became tired of paying a subscription fee.

12.5 Game Industry Market Size and Future Projections

So, where are we headed? The traditional PC and console games with their tradi-
tional retail distribution model are obviously going through a tough period, possibly
changing forever as the large companies that have been producing retail box titles
are in the process of transitioning and consolidating.

However on the other side, social games, casual games and mobile games are
growing at exponential rates and taking a big share of the play-time, and revenue.
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The interesting finding is that not only they are compensating for the loss in PC-
console-retail, they are actually enlarging the size of the market as a whole. Thanks to
mobile devices, gamers have access to games anywhere and anytime. In the US and
UK 59 % of mobile phone owners are playing games, and the number has increased
by 45 % from 2011 to 2012.

Social and mobile games for their simplicity, and accessibility are now being
played by demographics that traditionally have not been playing games in the past,
in 2012 an equal number of male and female played mobile games while in 2011
55 % where male and 45 % female. In addition the average age of mobile player is
now 39.5 years old, and the time spent playing and frequency of play has increased
to 96 % playing a game at least weekly in 2012 compared to 84 % in 2011.

The game industry is estimated at around US$ 70B in 2012, and 49 % is estimated
to be the revenue from Online and Mobile games. The size of the industry is expected
to grow to US$ 83B by 2016 and the share of online and mobile game to grow to
55 %. The numbers vary between different research groups and method, but the
general consensus seem to be that online games and mobile games are the reason of
the growth in the games industry.

12.6 Conclusions

In the end, with the seemingly unstoppable rise of online and mobile games, are high
quality boxed games going to disappear entirely and, with them, their creators as
well?

The debate, fostered by data like those seen in Fig. 12.1, is very lively and pes-
simistic views tend to be common among analysts and industry insiders alike. Indeed,
many companies were recently forced to significantly scale down or close altogether,
bringing further consolidation in the industry.

Anyway, we should not forget that we are talking about a sector still worth several
billion dollars so, while a significant downsizing is most likely going to continue,
boxed games won’t disappear completely: in a way not dissimilar to the passionate
communities who, today, keep collecting and buying old classic games, a sizable
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group of players will always be interested in boxed games delivered on a physical
medium.

Under this scenario, specialty shops selling “Collector’s Limited Edition” of video
games will still have a significant niche of customers, notwithstanding the fact that
a downloadable “standard edition” of the game itself will likely be the main distri-
bution method to reach an audience big enough to justify a quality production and,
henceforth, securing a proper development budget.

Most importantly, though, the recent evolution we are witnessing is also offer-
ing plenty of opportunities to smaller developers for entering the industry, also in
developing and emerging countries.

The barrier of entry, in fact, has never been so low, with platforms counting
hundreds of millions of users who are easily reachable.

Indeed, studios focusing on mobile and social games have recently spawn all
around Asia, not only in fully developed countries like Singapore and Japan, but also
in emerging countries like Vietnam, Thailand and Indonesia, where we can count
hundreds of small companies and start-ups developing games and related services
for these new platforms.

In this burgeoning environment many opportunities may be available for discov-
ering new niche audiences, like the online video and music distribution models over
the last couple of years have shown, where long tail models have created vast op-
portunities for many niche content producers that meet the demand for more such
segmented content. The low barrier to entry, which allows even a single developer
to release a new game, quickly and with almost zero budget, gives opportunity for
many niche games to target a smaller player group.

The other side of the coin, unfortunately, is that all this also means higher com-
petition and lower visibility for most products, regardless of their quality, like the
Oyatsukai case study showed.

As the market becomes more and more crowded, a need for discriminating good
from bad and give proper visibility to worthy products becomes of paramount im-
portance to keep players interested as well as allowing talented teams to be profitable
and develop new content.

How can this be achieved?

Most likely, the various app stores will have to find new ways to give exposure to
titles and simplify searches but developers also have to understand how to capitalize
on the popularity of the different platforms by finding a synergy between them.

This might be achieved also thanks to the help of a new breed of smaller pub-
lishers who are not concerned about providing big funding for AAA projects but,
instead, can help in the marketing and cross promotional activities together with the
ability, as discussed in, of offering a consistent gaming experience of a given title
across multiple platforms. In this way players can seamlessly switch between social
networks on PC to mobile while playing the same game and discover new ones as
well.

A helpful step in this direction seems offered also by the latest effort from Mi-
crosoft with the newly launched Windows 8, providing a common platform for
applications and games across PCs, phones and tablets.
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In any case, the console manufacturers are definitely not giving up: Nintendo
releasing the Wii U, in November 2012, Sony announcing the PS4 in February 2013,
and Microsoft expected to announce the new XBOX during the year as well. Some
predict that those would be the last generation of consoles as we know them but 2013
would be most likely an exciting year for the industry with such large announcements.
It would be very interesting to see how these companies are planning to regain their
relevancy and maintain their market share. If their strategy turns out to be successful,
we could expect an even larger growth in the industry in the coming years.
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Chapter 13
Investigating Leadership Barriers
in South-East Asia

Murray Prideaux

Abstract This paper explores barriers impacting on leadership in Singapore,
Malaysia and Thailand. The rise of the Asian Century is bringing global impli-
cations which are driven by leadership. However, what leadership is remains unclear
and appears to be many things to many people. The unique contexts of Asia are not
adequately explained by the “Western’ centric positivist psychological and social-
psychological frames of the extant literature. This study brings a ‘macro’ country
perspective within the emerging ‘Worldly’ view to investigate leadership through lo-
cal practice and indigenous notions. Our results suggest that understanding barriers
specific to country is important to develop robust leadership practice in the wider
Asian context.

13.1 Introduction

Leadership is one of the most studied areas of management sciences and yet remains
one of the least understood [1-3] and curiously uninformed Hackman and Wageman
(2007) p. 43 cited in [1]. Drawing on Gallie’s notion of an ‘Essentially Contested
Concept’, Grint [4] suggests that leadership also is an Essentially Contested Concept
noting that ‘a consensus of the definition of leadership is unlikely, even in the long
run’ (p.i). Extending Grint’s concept, Day and Antonakis [1] note that leadership is
an evolving construct reflecting the dynamic and turbulent nature of the environment
in which ‘leader ship’ is increasingly being called on to operate [5].

Despite the intense study of leadership, little is understood about: barriers; the
effect of barriers on leadership actions; the context in which leadership is embed-
ded; the influence of context in shaping effective leadership practice [2, 6—10]; the
evolving dynamic of context [11]. Further, the study of leadership should not be con-
fined to accepted boundaries and perspectives such as cross-cultural [12]; similarities
(etic) or differences (emic) [12]; and national culture. Barriers that inhibit effective
leadership need to be examined within the broad context of leadership actions. There
are few studies investigating leadership in Thailand, Malaysia or Singapore [12].

M. Prideaux (D<)
School of Business, James Cook University, Townsville, Australia
e-mail: murray.prideaux @jcu.edu.au

P. Mandal (ed.), Proceedings of the International Conference 111
on Managing the Asian Century, DOI 10.1007/978-981-4560-61-0_13,
© Springer Science+Business Media Singapore 2013



112 M. Prideaux

Therefore, an objective of this paper is to contribute to the increased understanding
of barriers as they relate to leadership within a broad country context.

13.1.1 Western Perspective

Zhang suggests that ‘Western’ centric positivist psychological and social-
psychological frames may have limited applicability to non-western contexts, thus
leading to a difficulty in understanding leadership outside the contexts in which the
theory has been developed. With the rise of Asia, the significance and importance of
understanding leadership concepts within the context of Asia becomes paramount.
However, Asia is not a homogenous entity. Local and regional indigenous contexts
abound which may lead a thicker understanding and insight into leadership practices
generally.

13.1.2 Worldly View

Gosling and Mintzberg remind us that the world in not uniform, ‘life on this globe
is made up of all kinds of worlds. .. and there are plurality of worldviews (p. 58).
Turnbull et al., argues that any conceptualization of leadership needs to consider a
‘worldly view’ by embracing the diversity of ‘deep-rooted indigenous perspectives
from around the world’(p. 86). Viewing leadership from the worldly view opens
up the possibility understanding leadership within context and the influence of such
context on leadership.

13.1.3 Contextualisation and Context

Contextualisation is the act of placing [leadership] into a proper context that allows
arich dynamic portrait to be weaved. Leadership is to a large extent determined and
shaped by the parameters and dynamics of context and influencing barriers. Gint
argues that leadership involves a social construction of the context, rather than a
dominant and proactive role of the ‘leader’. Successful rendering of context legit-
imises the leader’s actions while also limiting alternatives available. Thus, according
to Grint, context is more than a particular situation as postulated by dominant con-
tingency theories, leading to considering not ‘what is the situation, but how is it
situated’. Further, Grint suggests that ‘context is not the framework in which lead-
ers operate but part of the arena that they struggle to control’. Contextualisation, is
the act of placing an event in its proper context- within the ‘web of personalities,
circumstances, and occurrences that surround it’.

Hutchins contends that context is not ‘a fixed set of surrounding conditions but
a wider dynamical process of which the cognition of the individual is only a part’.
Hence leadership as a personal endeavour needs a physical and psychological context
to be performed, as ‘there is no creation without place’. However, leaders rarely do it
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alone and that a dynamic interaction exists between the leader and the environment.
‘By placing context centre stage, and explicating the practice of leadership as an
inherently contextual performance, it offers a relatively untapped approach to the
understanding of leadership work and suggests the value of this approach in provid-
ing a rich resource of data for the development of innovative theory’. Gummesson
comments ‘All management contexts offer different lookouts, which pave the way
to different perceptions of what is going on’. This suggests that leadership is deeply
rooted in context in which the ‘leader’ finds him or herself in. However, what are
the barriers and contextual influences that shape and mould leadership in a particular
context?

13.1.4 Barriers

Barber and Metcalf observe that there is a lack of consensus in the literature of a
definition of what a barrier is, while writing about quality and management notes that
research specifically devoted to barriers is still very scarce. Several studies do mention
barriers in relation to leadership without providing an adequate definition relating to
leadership context. Barriers have been defined as factors, events or phenomenon that
prevent or control individuals from making progress’ [10] or ‘any obstacle, pitfall,
drawback, limitation, or difficulty that arises’. Maskell-Pretz and Hopkins [9] make
a case that barriers may be tangible or intangible, actual or perceived by the recipient.
Further, Ismail & Ibrahim investigating barriers faced by women in a Malaysian oil
company, identified family-related, societal and organisational-related barriers [10].
Yunggar found language to be a further significant barrier in Malaysia. McCarthy
reviewing a number of studies on differences between British and German leaders
suggests that distinctions seem to stem from educational and cultural differences.
These act as barriers, particularly for German leaders, in movement between firms
and within industries. Collinson reflecting on research mainly in UK organisations
identified a recurrent theme of leadership ‘distance’ where leaders were seen as ‘out
of touch’ with employees and everyday organisational practices.

13.2 Research Context

Two research questions are addressed. First, what barriers to leadership are evidenced
by leaders in Thailand, Malaysia, and Singapore? Second, are these barriers different
or similar in each country? This study is significant as it aims to contribute to the
theoretical knowledge about barriers to leadership within broad country contexts to
develop leadership capacity appropriate to the context in which leadership actions
are being taken.

The study is important for four reasons: first, the paper engages the call for
leadership studies in specific cultural contexts and from a worldly view. Second,
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leadership models developed in a western context may not translate to non-western
contexts such as Asia. Third, the rise of Asia has highlighted significant differences
between ‘Eastand West’. Organisational leaders need to be equipped with appropriate
leadership and management frameworks to allow Asian leaders to more closely relate
to their Asian counterparts. Finally, understanding leadership barriers contributes to
enhanced leadership effectiveness. Leaders are able to develop greater understanding
and appreciation of the barriers underpinning ‘leader ship’, and the value of resulting
outcomes of leadership actions.

13.3 Research Method

Research data is drawn from Thailand, Malaysia and Singapore using a mixed method
approach. Quantitative data from Singapore and Malaysia are drawn from survey re-
sponses while data from Thailand is drawn from a pilot study employing qualitative
interview techniques. Participants were sourced employing a stratified randomised
sampling approach from public and private business. Initially, interviews were con-
ducted with organisational managers and leaders across all levels to gain an insight
into three key areas; leadership context, barriers and issues. In total 25 interviews
were conducted in Thailand, 35 interviews and six focus groups in Malaysia, and 29
interviews in Singapore. Interviews were recorded, transcribed and analysed to iden-
tify key themes. Questionnaires were developed for Singapore and Malaysia using a
likert five-scale with space provided for respondents to write individual responses if
they chose to. A questionnaire is yet to be developed for Thailand. Questionnaires for
Malaysia and Singapore were pilot tested in-country, revised and then administered.
Survey distribution and collection reflected the particular cultural and contextual pe-
culiarities of each country identified during interviews and focus groups. Completed
questionnaires were entered into SPSS for analysis. A total of 1600 questionnaires
were distributed across two countries: 300 in Malaysia; and 1300 in Singapore. An
overall response rate of 88 % was obtained after removing incomplete questionnaires
from the sample. The country response was Malaysia 201, and Singapore 1213.

13.4 Results

Seven barriers coalescing into three significant themes of leader age, resistance to
change and leader self-interest emerging were identified in Thailand. Fourteen bar-
riers are identified in Malaysia centring on leader follower interaction, trust and
relationship development between leaders and followers. Finally, eight barriers re-
sulting in two themes of employee distance and cultural memes were identified
in Singapore. Table 13.1 shows the barriers categorised as underpinning dynam-
ics (external) barriers; contributing situational environmental (internal) barriers; or
amalgamation combining both internal and external factors. Barriers are influenced
by and influence leader actions and subsequent outcomes.
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Thailand. Two key external [cultural] barriers, Sabai Sabai and Keang Jai emerge
to significantly influence leadership action. Combined with the number of amalga-
mation barriers leadership capacity is likely to be significantly influenced by cultural
traditions, values and customs.

Malaysia. Two external, eleven amalgamation and one internal barrier were iden-
tified. Due to the likely combined effect of the number of amalgamation barriers and
the apparent importance of the external barriers, this may suggest that foundational
issues, particularly cultural traditions, values and customs may appreciably impact
leadership capacity.

Singapore. The majority of the barriers are classified as amalgamation while no
internal barriers were identified.

13.5 Discussion

This study contributes to developing our understanding of leadership barriers in an
Asian context. Further, the paper adds to developing leadership capacity by address-
ing two research questions. First; responding to research question one, ‘what barriers
to leadership are evidenced by leaders in Thailand, Malaysia, and Singapore?’, and
supporting Amaral and Sousa’s call for deeper understanding of barriers, a total
29 barriers have been identified that appear to impact on leadership. Considering
research question two, ‘are these barriers different or similar in each country?’, ex-
ternal barriers in Thailand and Singapore appear to exert a significant influence on
leadership and are culturally based. In the case of Malaysia, external barriers also
appear to be culturally based from a perspective of division rather than unity as appar-
ent in Thailand and Singapore. Across the countries an apparent common underlying
theme of leaders expecting followers [employees] to follow without questioning the
leader is apparent.

The research offers a lens to examine leadership barriers across three Asian coun-
try contexts. This research has demonstrated that the importance of barriers appears
to be related to the cultural traditions, values and customs and possibly economic,
linguistic and political development of the nation, adding support to McCarthy'’s,
Yunggar’s, and Collinson’s findings. Singapore for example, is highly developed eco-
nomically and politically, whilst demonstrating linguistic harmony when compared
to Malaysia. Finally, within the limitations of this research, the identification and
categorization of barriers within a country context seems important and contributes
to our further understanding of leadership in South-East Asia.

13.6 Implications, Limitations and Future Directions

In a time of uncertainty brought about by the rise of Asia, the global financial crisis,
climate change, and shifting of economic and political power from west to east, a
universalistic simplistic view of leadership is appealing and very tempting.
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This paper has attempted to identify leadership barriers without imposing western
frameworks of analysis. Results suggest that dominant theoretical approaches are too
‘situational’ focused. Leadership is a complex dynamic blend of factors and elements
that in some instances appear to bear little, if any, relationship to conventional leader-
ship thinking. This serves to remind us that contemporary leadership study has been
narrowly focused, compartmentalised suffering a western industrialised mindset.

It is important to bear in mind the limitations of this study. The research is ex-
ploratory, sample sizes are limited and reports pilot study results in Thailand. Further,
data collection is restricted to the major commercial locations due to the logistical
difficulties of accessing a broader population base. Future research could extend the
reach of the study in an attempt to identify further leadership barriers and strength
of the relationship, if any, between the various barriers identified. Such research,
it is suggested, needs to first focus attention at the country level to shed light on
the dynamic contextual issues at work. Further cross-country comparisons are also
necessary, particularly in the emerging ‘east’ as the influence of western domination,
and leadership, eases.
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Chapter 14
Australian Connection in Asia: Australians
Working in Singapore

Robyn Anderson

Abstract There is a significant gap in the research literature on Australians work-
ing in Singapore. The aim of this paper is to make a contribution to the research
evidence base by presenting the results of a survey of the Australian expatriate com-
munity working in Singapore. A mixed methods approach using both quantitative
and qualitative data revealed that the average Australian working in Singapore was
well educated and generally worked as a professional or in senior management po-
sition. Most saw that working in Singapore was a significant career opportunity, but
also saw that one of the main benefits of working in Singapore was the low tax rate in
Singapore compared to Australia. Many saw that building personal and professional
relationships while they were in Asia was important to investment for Australia’s
connection with Asia in the future. The study provides recommendations for future
policy and practice.

14.1 Introduction

The study addresses an information gap in the Australian expatriate community,
and in particular, Australians working in Singapore. It considers both Australians
who live and work in Singapore but return to Australia regularly and still regard
Australia as home, and Australians who have emigrated to Singapore and now con-
sider Singapore home. Demographic information regarding the Australian expatriate
community in Singapore, including their work profiles has not been readily avail-
able from any known websites including the Ministry of Manpower Singapore, the
Australian High Commission Singapore or from the Department of Immigration and
Citizenship, Australia. Thus, the study sought to understand several key aspects
of the Australian migrant community working in Singapore including their demo-
graphic and work profiles, remuneration packages and future aspirations. The study
provides the background and context for the study, that is, Australian emigration to
Singapore. A methods section then describes how the data was collected, followed
by the study’s findings and discussion. Recommendations arising from the research
are offered followed by a brief conclusion.
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14.2 Background

While Australia may be better known as a country of immigration, it is also a country
whose population has increasingly sought migration. Escalating globalization, along
with advances in travel, technology and communications have generated increasing
opportunities for Australians to live and work overseas, sometimes permanently.
This section discusses the Australian global labour pool and its migration from Aus-
tralia, increases in migration to Singapore and the future aspirations of Australian
expatriates.

14.2.1 Migration From Australia

An increasing number of Australians are becoming “global commuters” due to
the growing “internationalisation of labour markets and global demand for skilled
workers”. In 1979-80, 6, 986 Australian-born emigrants left Australia, but by
2008-09, this number had increased six fold to 41,249. Australian-born migrant
destinations are also changing. The Department of Immigration and Citizenship
distinguishes between Australian-born emigrants and overseas-born Australian emi-
grants as overseas-born Australian emigrants are more likely to return to their country
of birth than Australian-born emigrants. Although most Australian-born emigrants
(45.6 %) departed for the United Kingdom, the United States or New Zealand in
2010-11, an increasing number left to live and work in Asia. In 2010-11 alone,
9.4 % of Australian-born emigrants departed for Singapore. Australia’s current em-
phasis on engaging more closely with Asia may see further increases in Australian
emigration to Asia [1], [2].

According to the Department of Immigration and Citizenship, data collected in
2010-11 indicated that most Australians (63.8 %), departing permanently gained
employment prior to leaving. This concurs with a study by Hugo, Rudd and Harris,
which found that one of the more common reasons for Australians to migrate over-
seas, was for employment. Most Australian-born migrants are highly skilled or are
professionals. The Australian Bureau of Statistics [3] states that Australian expatri-
ates are among the most highly educated among OECD expatriate populations with
44 % of expatriates having a high level of education. Of the data more recently col-
lected in 2010-11, 23,892 or 42.34 % of those migrating were professionals, while
11,825 or 21 % were managers. A further 33.9 % (including children) stated on their
passenger cards that they were not in the labour force nor were they employed. Thus
two thirds of Australians leaving permanently held highly skilled, professional or
managerial occupations. The reasons more often given by Australians for migrating
to another country relate to employment. Hugo, Rudd and Harris in discussing an em-
igration survey conducted in 2002, state that 43.0 % of people left Australia because
of ‘better employment opportunities’, 36.0 % because of ‘professional development’
and 32.0 % left because of a ‘higher income’.
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14.2.2 Immigration to Singapore

While there is no publically available data on the exact number of foreigners in
Singapore, including Australians, Wong indicates, “foreigners constitute 15 % of the
population and over 20 % of the labor force in Singapore”. The foreigner labour force
increased fourfold from 1970 to 1999 and further doubled from 686,200 in 2001 to
1,157,000 in 2011. Included in the foreign labour force are both skilled and unskilled
workers. Of the foreign labour force, Yeoh and Lin state that skilled workers and
professionals account for 22.0 % (approximately 240,000) of Singapore’s total non-
resident workforce. According to the Ministry of Manpower, the professional and
skilled foreign labour force is part of 7,000 multinational companies operating in
Singapore. Singapore’s goal to become a financial hub and a major player in the
globalized world requires that a highly skilled global, labour force be attracted to
working and living in Singapore. As the Ministry of Manpower promote, “global
citizens will also feel right at home forging a career in Singapore”.

Similar to the selective nature of migration worldwide, Singapore’s labour force
has been highly selected and regulated and includes ‘foreign talent’, drawn from
Asia and Western developed countries including Australia. Kaur argues, “the current
immigration framework has been progressively modified to attract those with higher
qualifications, as well as business people and entrepreneurs”. Singapore promotes
itself to a potential, highly qualified migrant population as having a safe living
environment, a low tax rate, and a thriving business hub where highly skilled workers,
businesses and corporations can progress.

14.2.3 Future Aspirations of Australian Expatriates

Hugo, Rudd and Harris conducted a study that considered Australia’s diaspora or
migrant population. According to their study, although most of Australia’s diaspora
leave for career related opportunities, many, particularly younger Australians, con-
sider Australia ‘home’. However, while their study found that most indicated that
they would return to Australia if they could secure a better job or higher salary, this
motive decreased with age and when a partner was non-Australian. Almost 80.0 %)
stated that overseas residency benefited their careers, families and lifestyle and also
held benefits for Australia as well. The benefits for Australia included their promo-
tion of “goodwill towards Australia” and their “skills” and “contacts” that could be
taken back to Australia when they returned. This may be significant in forging future
relations between Australia and Asia in the ‘Asian Century’.

14.3 Data Collection Method

To effectively examine the views and profiles of the Australian expatriate popu-
lation working in Singapore, the study adopted a mixed methods approach using
quantitative and qualitative data. Data collection was through an online survey
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developed jointly by the Australian Chamber of Commerce Singapore (AustCham)
and James Cook University Australia (JCUA). Ethics Approval was sought from
JCUA and received in March 2011; the online survey was launched in May 2011 and
concluded in October 201 1. The survey offered participations information about the
project and required them to give their informed consent before commencing the sur-
vey. Participants (Australians working in Singapore) were then asked to respond to
thirty-four (34) closed-end questions but were given the opportunity to add additional
comments in open-ended questions. Key questions focused on the demographic pro-
files of Australians working in Singapore, their professional and/or business profiles,
how well they are repatriated in Singapore and their future aspirations. The survey
was emailed to AustCham members and other organizations in Singapore such as
the Australian International School Singapore, United World College of South East
Asia, the Australian and New Zealand Association (ANZA), Australian universities
and other organizations where Australians working in Singapore might be recruited
for the survey. Assurances were given to participants that their responses would be
treated with strict confidence and individual responses could not be identified. The
results of the survey, when completed, showed that 468 Australians had responded.
Data analysis of the survey focused on the demographic and work profiles of Aus-
tralians working in Singapore. Descriptive statistics and graphical illustrations were
used in the analysis. Analysis of qualitative data, derived from open-ended survey
questions, included coding according to themes constructed from the discourses upon
which the participants drew and from the literature. The findings from the survey are
presented in next section.

14.4 Findings and Discussion

The survey considered the demographic profiles, work profiles, remuneration pack-
ages and future aspirations of Australians working in Singapore. Each will be
discussed in turn.

14.4.1 Demographic Profiles of Australians Working
in Singapore

Of the Australians working in Singapore who were surveyed, most (42.2 %) were
aged 40-49 years. The next most common age groups were 30-39 years (27.0 %)
and 50-59 years (20.6 %). The survey showed that Singapore attracts a younger
group of working Australians; almost three of four Australians working in Singapore
(74.7 %) were aged 49 years or less. A trend for younger Australians to work in
Singapore concurs with Hugo, Rudd and Harris’ findings that Australian expatriates
are generally younger. Many participants indicated that they hoped return to Australia
for retirement. On the whole, more male Australians work in Singapore (59.6 %) than
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female Australians (40.4 %), although in Australians aged 39 years or less the ratio
of working men to women was almost equal. However, the ratio of men to women
increased significantly with age. Among the 60 4 age group, 83.3 % were men
compared to only 16.7 % of women. The majority of working Australians surveyed
were married (72.0 %), 15.6 % said they were single and 12.4 % indicated that they
were in a committed relationship. A higher percentage of women indicated that
they were single (22.4 %) compared to men (11.3 %), and a higher percentage of
women indicated that they were in a committed relationship (14.9 %) compared to
men (10.9 %).

Most participants in the survey (45.6 %) indicated that their highest educational
qualification was a bachelor degree and a further 26.2 % said that a master’s degree
was their highest educational qualification. A small number had either a professional
doctorate (0.5 %) or a Doctor of Philosophy (3.9 %). Thus more than 3 out of 4
Australians working in Singapore had at least one university degree. Hugo, Rudd
and Harris found that “emigration from Australia is unquestionably selective of the
more highly educated, more skilled sections of the population. Over two-thirds of all
Australia-born permanent departures and Australian resident long-term departures
are managers, administrators, professionals and para-professionals”. While Hugo,
Rudd and Harris’ findings are similar to the findings of the current study; findings
from both studies are higher than those from the Australian Bureau of Statistics [3],
which found that 44.0 % of Australian expatriates had a high level of education.
Macgregor, Leigh, Madden and Tynan similarly found that 43.3 % of Australian
emigrants were “tertiary educated”. Gaur found in Singapore that the proportion of
foreign workers in managerial, professional and technical occupations was about
40.0 % in 1999. The much higher rate of tertiary educated working Australian in the
survey may be the result of Singapore’s more recent preference for highly educated
foreigners.

14.4.2 Professional and/or Business Profiles of Australians
Working in Singapore

While two of every five Australians (40.8 %) had worked in Singapore for five or
more years, most (59.2 %) had worked in Singapore for less than five years sug-
gesting that many Australians, in an increasingly global world, come to Singapore
to gain international experience and as a career stepping stone. For more than half
(53.2 %), Singapore was not the first overseas country in which they had worked
overseas, confirming Hugo, Rudd and Harris’ claim that Australians are becoming
“global commuters”. Of those who had worked in overseas locations before Singa-
pore, almost one in six (14.1 %) had worked in the United Kingdom. Other more
popular work destinations before coming in Singapore included Hong Kong, the
United States, Japan, China and Thailand.

Approximately half of Australians working in Singapore (50.3 %) had only one
working contract since coming to Singapore. Of those who have had more than one
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contract since coming to Singapore, 17.1 % had a contract with the same organiza-
tion. However, 18.3 % secured a contract with a different organization and 14.3 %
had contracts with several different organizations. Thus almost one third (32.6 %)
of Australians had secured work contracts with different companies in Singapore
indicating there may be a significant amount of ‘company hopping’ by Australians
working in Singapore.

More than half of Australians working in Singapore (53.0 %) said they renewed
a work contract in Singapore because they preferred to live in Singapore. Several
respondents indicated multiple reasons; 26.2 % said that they renewed a work contract
in Singapore because there was an improvement in salary, 17.3 % said it was because
they could not get similar work in Australia, 10.9 % said it was because there was an
improvement in bonuses, and 9.4 % said it was because there was an improvement in
working conditions. A further 26.7 % had other reasons for renewing a work contract
in Singapore such as the lower tax rate in Singapore compared to Australia.

14.4.3 Remuneration Packages of Australians Working
in Singapore

While nearly half (45.3 %) earned between Singaporean $ 10,000-30,000, more than
1 in 8 Australians working in Singapore (12.9 %) said that they earned more than
Singaporean $ 50,000 per month. In considering almost half of Australians work-
ing in Singapore who were surveyed (48.0 %) earned in excess of Singaporean
$240,000 per year (approximately Australian $ 190,000). Hugo, Rudd and Harris
found that Australian expatriate incomes above Australian $ 200,000 per year were
over-represented . . . inAsia (24.4 %).While nearly twice this many Australians work-
ing in Singapore earn close to Australian $ 200,000 or more, it may be a reflection of
an increase in salaries over almost 10 years. For most Australians working in Singa-
pore (45.5 %), salary packages included salary plus bonus plus benefits; for 19.1 %,
it included salary only; for 18.7 % it included salary plus benefits; for 11.9 % it in-
cluded salary plus bonus and for 1.3 % it included commission only. Another 3.5 % of
Australians working in Singapore said that their salary package included other items
such as directors or professional fees. Of the 64.2 % of Australians working in Singa-
pore who said they received some salary package benefits, most (83.2 %) indicated
that the main benefit was health insurance. Other salary package benefits included
accommodation allowance (53.8 %), relocation allowance (43.7 %), superannuation
(34.4 %), annual return flight/s home for self/spouse/family (31.9 %), children’s ed-
ucation assistance (23.7 %), annual return flights to home country for self (19.7 %),
general utilities e.g. electricity and phone (14.3 %), club membership (11.5 %) and
home helper (0.7 %). A further 5.7 % said they received other benefits as well such
as a car, phone and entertainment allowances. For Australians working in Singapore
who receive bonuses, most (76.4) received between Singaporean $ 10,000-50,000
per year. However, 4.1 % said that they received more than Singaporean $ 500,000
in their last bonus.



14 Australian Connection in Asia: Australians Working in Singapore 125

14.4.4 Aspirations of Australians Working in Singapore

Most Australians working in Singapore agreed that one of the main benefits of coming
to Singapore was the low tax rate (62.2 %). Almost the same percentage (62.0 %) saw
that the international experience they gained in Singapore was a good stepping-stone
in their career. Reference similarly found that one of the reasons that Australians
gave for emigrating overseas was ‘better employment opportunities (43.0 %), and
professional development (36.0 %). A large percentage (58.4 %) also saw that one
of the main benefits of coming to Singapore was the broader cultural experience for
themselves and in some cases, their families. For many (45.2 %), the higher income
in Singapore was also one of the main benefits of coming to Singapore. The shorter
the time Australians had worked in Singapore, the more likely it was that they saw
the international experience as a good stepping stone career-wise as being one of
the main benefits. The longer Australians worked in Singapore, the more likely it
was that they saw the low tax rate in Singapore as being one of the main benefits of
living in Singapore. It is likely that those who saw working in Singapore as being a
good stepping stone career-wise were also very career focused and continued up the
career ladder elsewhere.

Most (65.5 %) Australians working in Singapore said that family living in Australia
was the main reason they would most likely eventually return to Australia while
64.2 % said they would eventually like to return to Australia because of the ‘Australian
Lifestyle’. This concurs with Hugo, Rudd and Harris’ findings of their study of
Australian expatriates that lifestyle and family become overwhelming reasons for
returning to Australia. Hugo, Rudd and Harris similarly found that most Australians
eventually return home although the desire to return to Australia declines with age.
Australian expatriates living in Asia were more likely to eventually return to Australia
than those living in other places such as the United States or Canada.

14.5 Conclusion

This study has given some insights into Australians working in Singapore. Specif-
ically the study has considered the demographic and work profiles, remuneration
packages and future aspirations of this group of Australians. Findings of the study
show that the typical Australian working in Singapore is well educated, holds a pro-
fessional or high managerial position more often in the financial industry, is married,
male and relatively younger (aged 40-49 years). More than half had at least one
other overseas posting before coming to Singapore and saw that working in Sin-
gapore was a good stepping-stone career-wise. While the majority of Australians
working in Singapore had a working contract with no fixed term, most renewed their
contracts because they prefer to live in Singapore. Australians working in Singapore
are generally well remunerated, with almost half receiving a salary package, which
included salary plus bonus plus benefits. Although most indicated that they would
prefer to continue working in Singapore because of the lower tax rate compared with
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Australia, most aspire to returning to Australia to retire eventually. To further support
Australians working in Singapore, as well as Australians in other overseas locations,
itis recommended that a register of Australian expatriates be created; further research
be undertaken to identify ways in which working expatriates and their families can
be better supported while working overseas; and how barriers such as the current
Australian tax rate might be re-evaluatedin an effort to attract this valuable group of
Australians back to Australia.

References

1. ANZA Australian and New Zealand Association. (2013). “ANZA membership information”.
http://www.anza.org.sg. Accessed 12. Apr. 2013.

2. AustCham Singapore. (2013). Membership rates and benefits. http://www.austcham.org.sg/.
Accessed 12. Apr. 2013.

3. Australian Bureau of Statistics. (2012). “Australian expatriates in OECD countries, 4102.0—
Australian Social Trends”. http://www.abs.gov.au/ausstats. Accessed 12. Apr. 2013.



Chapter 15

Analysis of Key Factors to Develop an
International Trade Policy of Thailand for
Joining the Asean Economic Community (AEC)

Padcharee Phasuk and Jong-Wen Wann

Abstract Thailand is planning to join the Asean Economic Community (AEC). With
the goal to open the market to reduce or quit regulatory or various measures to control
the trade, which it is barriers to services and investment between the members of the
10 ASEAN countries. Thailand, thus, needs to know her strengths and weaknesses
completely in order to make policy adjustment for the next five years. Problems
that may be caused by participating the AEC to Thailand such as the labor shortage,
particularly workers from Burma who might be moving back to Myanmar, the exports
of Thailand may lose a lot of volume due to the opening of the ASEAN countries
together, and lose of market share in domestic form importing goods from ASEAN
countries. Based on the concerns mentioned above, this study is aimed to find the
key factors affecting economic growth of Thailand and to provide suggestions to the
Thai government in international trade development. LISREL model will be used
for examining the relationship among economic variables, such as labor, foreign
investments, export and import volume, government spending, tariff rate, and the
influence of specific variable effects on the economic growth of Thai’s agriculture
sector. Data for analysis are separating by the year (1997) of the Asian financial
crisis in order to compare with the results in changes of international trade policy.
The factors that significantly influence the growth of the Thai economy in each of
the periods are expect to be identified from the LISREL results, which may help the
Thai government making better decisions for negotiation under the AEC rules.

15.1 Introduction

As an open economy, Thailand has been increasingly dependent on international
trade; according to the ratio of the value of international trade that this value consist-
ing of exports and imports of gross domestic product (GDP). The national average
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increased from 38 % in 1957 to 69 % in the year 1996, which reflects the Thailand’s
economic dependency on economic world rather and foreign trade playing an impor-
tant role in the economic system of Thailand at the end of the last century. Due to the
Asian financial crisis in 1997, the foreign investors lacked confidence in Thailand’s
economy at the beginning of this century, especially the lack of confidence on foreign
exchange rate of the baht. Thus, making attack on the baht value and economy growth
of Thailand is declined which resulted in the development international trade policy
of Thailand. The Thai government had decided to focus on trade liberalization under
the World Trade Organization (WTO) and regional economic integration, including
the integration of different sub-regions of the country have agreed to cooperate with
neighboring countries.

Thailand is a member of the trade group shall be affect either directly or indirectly
by the international business. In order to protect commercial interests, increase the
bargaining power to negotiate and create economic strength to members, itis essential
to understand the essence of economic integration. Actually, Thailand’s exports
constitute over 75 % of the country’s GDP in 2011, compared to only 45 % prior
to the 1997 crisis. Therefore, the development of trade policy of Thailand raises the
question whether Thai government has been sufficiently and consistently assessed
the impacts of pursuing greater economic integration in the future or not? This study
aims to identify the key factors affecting economic growth of Thailand to participate
in regional economic integration, the Asean Economic community (AEC), and to
provide further suggestions to the Thai government in international trade policy
development.

A LISREL (linear structure relationship) model will be use for examining the
relationship among economic variables, such as labor, foreign investments, export
and import volume, government spending, tariff rate, and the influence of specific
variable effects on the economic growth of Thai’s agriculture sector. Data for analysis
are separating by the year (1997) of the Asian financial crisis in order to compare
with the results in changes of international trade policy. The factors that significantly
influence the growth of the Thai economy in each of the period are expect to be
identified from the LISREL results, which may help the Thai government making
better decisions for negotiation under the AEC rules.

15.2 Reviews

15.2.1 The Key Factors Determining Trade Policy

At the macroeconomic level, the export-led notion explains how Thailand relies on
export earnings to boost its growth. At the sector level, in a dynamic setting, it can
be observe that the growth of the traditional sectors facilitates the industrial develop-
ment of the country [1]. Another extension is the treatment of socioeconomic groups.
Based on the neoclassical trade theory, trade expansion is expecting to increase the
demand for relatively abundant, lower-skilled labor and reduce wage disparities
among groups of workers. In other words, growth in international trade can entail



15 Analysis of Key Factors to Develop an International Trade Policy . .. 129

beneficial effects for workers in developing countries. Kim and Viporn [2] presented
model is more detailed and algebraically more complex, as it disaggregates the matri-
ces of both final domestic and import demands by different income groups. Another
extension is the treatment of socioeconomic groups. Economic classes are defin-
ing not only by income levels but also with other attributes, such as skill level and
type of work. A growing number of empirical studies have used partial-equilibrium
approaches to estimate the impact of international trade-as measured by import pen-
etration, exchange rates, protection rates, trade reform, and export orientation-on
wage dispersion in developing countries [3]. In order to gain a deeper understanding
of the effect of policy changes such as the liberalization of foreign trade and foreign
direct investment (FDI), an examination of individual firms, both local and foreign,
could provide insightful findings [4]. Prapha [5] suggests that Thailand would like
to be a so-called “rich” economy, but its productivity remains low. To address this
issue, it will need more advanced technologies and better training for labor force. In
addition, the strong Thai Baht offers an opportunity for Thailand to import the essen-
tial innovation that will boost the country’s long-term competitiveness. Moreover,
Sussangkarn [6], a TDRI Distinguished Fellow, argues that Thailand has historically
been dependent on its export markets. A weak exchange rate, which is kinder on
exports, has been give high priority in the past and is still give that priority now. The
dependence on exports of Thailand was heightening following the affect of the Asian
financial crisis in 1997.

15.2.2 International Trade Policy of Thailand Before 1997

The report of Ichikawa [7] indicated that the Thailand Board of Investments (BOI)
provided tax incentives to promote foreign investment, which has been a similar
attempt to make the whole kingdom function like an export promotion zone. Then,
the Thai government divided the nation into three zones with different tax incentive to
reduce the heavy concentration of industrial activity and set up an export-processing
zone to create specific promotional locations. Because of the pro-industry policy
as well as political and social stability, Thailand is experiencing a boom in foreign
investment particularly from Japan and Taiwan. However, some implicit policy biases
had against the agriculture sector such as an export tax on rice, caused agriculture fall
far behind the other sectors. In contrast, despite rapid increases in productivity for
manufacturing products, the Thai government has protected import -substitution-
manufacturing products through a high import tax and regulation of the number
companies in the same field; this keeps prices for these manufacturing goods high.
There are no similar measures for agricultural products.

15.2.3 International Trade Policy of Thailand After 1997

Thailand learned from the 1997 financial crisis, which are, firstly, domestic financial
systems should has been liberalized before opening up to foreign capital and strict
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bank regulation and supervision are necessary for financial liberalization to prevent
the capital influx and investment in unproductive sectors. Secondly, the flexibility of
exchange rate system is required as free capital movement and pegged exchange rate
are a dangerous combination. Moreover, to rely on foreign capital, FDI is better than
portfolio investment and loans since free capital movement, especially short-term,
is difficult to control. Finally yet importantly, good governance in both public and
private sectors is important. The corruption in the public sector and the irregularities
in business practices lead to lack of foreign investors’ confidence and create efficient
loss [8].

15.3 Empirical Study

15.3.1 Appling the Linear Structure Relationship Model
(LISREL) for Key Trade Factor Analysis

The study will apply the linear structure relationship model to formulate and ana-
lyze the effects of the critical factors on the performance of Thailand’s trade policy.
Because of The LISREL covers a wide range of models useful in the social and be-
havioral sciences, including confirmatory factor analysis, path analysis, econometric
model for time series data, recursive and non-recursive models for cross-sectional
and longitudinal data, and covariance structure models [9]. The structural equation
model based on procedures have an advantage over those first-generation techniques
such as principal components analysis, factor analysis, discriminate analysis, or
multiple regressions because of the greater flexibility that a researcher has for the
interplay between theory and data [10]. The LISREL model has several dominant
features such as firstly, it allows for measurement of error in the variables. There-
fore, it has preliminary agreement is less and it is possible that the data will be based
on assumptions rather than general statistics analysis. Secondly, the LISREL model
will provide information about the direct and indirect effects, the influence between
dependent variable and independent variables, and other variables in the model.
Thirdly, the LISREL can predict or evaluate the relationships among multiple vari-
ables within one single model, so lead to less error in forecasting. The last reason
is the LISREL model consonant with empirical, which can provide information that
will lead to generalization phenomenon and to create new important knowledge.

15.3.2 The Expected Sign

Before the Asian finance crisis 1997, expected sign effect between international trade
policy and economic growth rate had a negative effect (H5a), wherewith Thailand
has the highest wall tariff rate; it is influencing the foreign direct investment in
Thailand. During this period, as begin the development of advanced technology in
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agriculture sector, Thailand has a lot to inject capital to support this development.
Household sector had a positive effect on international trade policy and economic
growth (Hla&H1b) because the consumption expenditure had a positive effect on
international trade policy according to Jorg Mayer [11] said that domestic demand
could also expand other relatively large and rapidly growing developing countries
and household consumption as a driver of global growth. Business sector had a neg-
ative effect on international trade policy and economic growth (H2a&H2b) because
of in the business sector consists exchange rate, tariff rate, import, inflation rate and
labor force which that the observed almost had a negative effect on observed vari-
able of international trade policy. For example, Schuh [12] was the first to argue that
the overvalued dollar caused the decline in agricultural exports due to their relative
expense in other countries and argue that the over valuation of the exchange rate had
a large negative effect on agricultural exports. The business sector likely the cost
of developing country, so expected a negative effect on economic growth. Govern-
ment sector had a positive effect on international trade policy and economic growth
(H3a&H3b) because of the level of capital formation variations in the government
sector is likely to influence FDI and economic growth as well. Neoclassical growth
model postulates that developing economies that have a lower initial level of capital
stock tend to have a higher marginal rate of returns (productivity) and growth rates
if adequate capital stock is injected [13]. Supported this expected positive effect on
economic growth by Soi [14], found that final government consumption had a posi-
tive effect on GDP growth rate. Foreign sector had a negative effect on international
trade policy and economic growth (H4a&H4b) wherewith before Asian financial
crisis 1997 had high tariff rate and the international trade policy would to protect
domestic trade especially the product of the agriculture sector (Fig. 15.1).

After the Asian finance crisis 1997, expected sign effect between international
trade policy and economic growth rate had a negative effect (H5a) wherewith Thai-
land has still developed conduct mega—project in infrastructure to support the
openness in Asean market. For this mega—project, it is the high cost of the drive to
the economic growth in Thailand, the return in this period still doesn’t cover the cost
of investment. Household sector had a positive effect on international trade policy
and economic growth (Hla&H1b) that similar effect in before Asian finance crisis
1997. The business sector and government sector had a positive effect on interna-
tional trade policy (H2a&H3a). In after Asian financial crisis 1997, the Thailand has
strategies to join the Trade FTAs with several groups to reduce tariff rates of major
import and exports of Thailand. As the expected sign of foreign sector were posi-
tive effects of international trade policy (H4a). The linkage between FDI variable
in foreign sector, trade openness, and economic growth ought to be positive. Not
only this, this nexus should be co-integrated in the long-run [13]. But the foreign
sector had impact from the high competitiveness of Asian countries to reduce of
tariff rate which market share of the export market of Thailand has less than the last
time. Therefore, the expected significant effect on economic growth had a negative
(H4b). The government sector had a negative effect on international trade policy and
economic growth (H3a&H3b) because of Thai government have to use many the
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external long—term debt for development about infrastructure to support the trans-
portation agricultures product each region of Thailand such as double track railway.
A higher level of Thailand’s public debt had a negative effect on economic growth
(Fig. 15.1).

15.3.3 Data Sources

The dataset of this study comprises 448 observations, which include 32 annual ob-
servations (1980-2011) for fourteen economic variables represent the key factors
affecting economic growth of Thailand. Because of data for analysis in this study
has small size, it might cause problems about sample size effect and not be identi-
fied variable of the model. This study used the generated data method to decreased
sample size effect by means of added data to fifteen times of amount of parameter.
The this method used the function random data O to 1, defined scale to be equal to
the desired volume, and determined probability of random data equal 1/number of
annual. Therefore, the dataset of this study comprises 2,940 observations for fourteen
economic parameters.

The observed variable data between 1980-2011 were sourced from World Bank’s
World Development Indicators database (WDI) and the United National Conference
on Trade and Development (UNCTAD) statistics. The details are as follows:

The agricultural raw material export, agricultural raw material import data, agri-
culture labor force and the tariff data were source from The World Integrated Trade
Solution (WITS) database.

The variable is measured as the weighted average tariff rate. Exchange rate data
were source from WDI (2005). The exchange rate is measured as the period average
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exchange rate—the number of local currency units that can be traded for one US
dollar.

The household consumption expenditure, gross capital formation, general gov-
ernment final consumption expenditure, the external long-term debt of developing
economies by lending source, migrants’ remittances, and inflation rate were sourced
from the UNCTAD’S statistics.

The FDI stock levels as obtained from OECD Statistics and Printed issues of
UNCTAD’s World Investment Report (WIR).

The GDP data measure gross domestic product is endogenous talent variable
data between 1980-2011 as sourced from the World Bank’s World Development
Indicators (WDI 2005).

15.4 Results

15.4.1 Finding Key Factor in Before Asian Financial Crisis 1997

Before the Asian financial crisis, evaluating the fit of the entire model has a chi-Square
=27.77, degree of freedom = 24, probability level =0.26982, and the root mean
square error of approximation (RMSEA) =0.026. The chi-square is not significant
at the 0.05 level and RMSEA value under 0.05, It means the model fit is good.
Because of the model has condition number indicates severe multicollinearity, so
need to cut the observed variable for the model good fit. Observed variables were
eliminated from the study of this period is the import volume of Asian countries
except Thailand, worker remittance, external long-term debt, and population. The
AGFI tends to increase with sample size. As with the GFI, values for the AGFI also
range between 01 and it is generally accepted that values of 0.90 or greater indicate
and value for the SRMR less than 0.05 with well fit model [15]. Thus, the null
hypothesis of this model are accepted and directional hypothesis for test relationship
between talent variable and observed variable are accepted in H2a, H4a, H4b, and
HS5a reject in Hla, H3a, H1b, H2b, and H3b (Fig. 15.2).

The correlation between international policies of Thailand, economic growth and
a key factor have concluded as follows, the business sector and foreign sector had
correlated significantly in a negative with international trade policy. The key factor
had a direct effect on business sector was tariff rate and labor force, which the both
key factors had a negative effect and positive effect respectively. The export volume
of Asian countries except Thailand had a positive effect on foreign sector. However,
only the foreign sector had correlated significantly in a negative with economic
growth that accord to the hypothesis of expected sign effect between variable in
basic concept. Caused form has only exported volume of Asian countries except
Thailand had direct effect significant that another variable not significant. So the
key factor had indirect effect on economic growth was an export volume of Asian
countries except Thailand. Wherewith the foreign direct investment had a direct effect
to international trade policy, including labor force and tariff rate had an indirect effect
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Fig. 15.2 The result of LISREL model before Asian financial crisis

on international trade policy, resulted in the international trade policy had a negative
effect on economic growth. This results according to the hypothesis of expected sign
effect.

15.4.2 Finding Key Factor in After Asian Financial Crisis 1997

After the Asian financial crisis, evaluating the fit of the entire model has a chi-Square
=47.60, degree of freedom =45, probability level =0.3675, and the root mean
square error of approximation (RMSEA) = 0.016. The chi-square is not significant at
the 0.05 level and RMSEA value under 0.05, It means the model fit is good. The model
of this period has a same problem with before the Asian financial crisis, the model
has two observed variable were eliminating is the import volume of Asian countries
except Thailand and population. The AGFI has a value greater than 0.90 indicate and
value for the SRMR less than 0.05 with good fitness model. Thus, the null hypothesis
of this model are accepted and directional hypothesis for test relationship between
talent variable and observed variable are accepted in H3a, H4a, H4b, and H5a reject
in Hla, H3a, H1b, H2b, and H3b (Fig. 15.3). The correlations between a key factor
and international policy of Thailand have concluded as follows, the foreign sector
had correlated significantly in a positive that agrees with the hypothesis of expected
sign effect in basic concept. The government sector had correlated significantly in
a negative with international trade policy. Because of the key factor had a direct
effect on foreign sector were exported volume of Asian countries except Thailand
and worker remittance, which had positive effect and negative effect respectively.
The key factor had a direct effect on government sector was external long-term debt
and gross capital formation, which the both key factors had a negative effect on the
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Fig. 15.3 The result of LISREL model after Asian financial crisis

government sector. During this period, has only foreign sector correlated significantly
in a negative with economic growth, which not accord to the hypothesis of expected
sign effect in basic concept, due to the same reason at before the Asian financial
crisis. Thus the key factor had indirect effect on economic growth was an export
volume of Asian countries except, worker remittance, and FDI which it had a direct
positive effect on international trade policy.

15.5 Conclusion

The correlation between key factor and international trade policy estimate from the
LISREL model has a different key factor in before and after the Asian financial crisis
1997, which key factor different in the business sector, foreign sector, and government
sector. The international trade policy has correlation with worker remittance in after
an Asian financial crisis period but in before the Asian financial crisis period has
not. The tariff rate not significantly in after the Asian financial crisis, because of
has negotiated free trade both within and outside the Asian region after an Asian
financial crisis period. In addition, provide to foreign direct investment have increased
coefficient value in this period. Interesting issue found in the result is the worker
remittances are having correlation to international trade policy in after an Asian
financial crisis period. The causes of the worker go to work aboard increased because
of economies in Thailand declined from the Asian financial crisis. The labor force
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had an indirect effect on international trade policy in the both periods that according
to the actual condition of agriculture sector in Thailand, which the labor intensive
has influence to this sector. Therefore, the correlation between the international
trade policy and a key factor from the estimate of LISREL model could be reflect
to Thailand’s economic situation in before and after Asian financial crisis periods.
Thus, finding the key factor from relationship with the international trade policy,
it is a suitable factor for estimate effect on economic growth of Thailand. The key
factor has a correlation and indirect effects on economic growth in before the Asian
financial crisis were labor force, tariff rate, FDI, export volume of Asian countries.
The key factor has a correlation and indirect effects on economic growth in after the
Asian financial crisis period were worker remittance, FDI, export volume of Asian
countries, external long—term debt, and gross capital formation. Form the result
found that the effect of the key factor in economic growth, it is reflected in the
change in international trade policy of Thailand had an effect on economic growth.
The development of international trade policy of Thailand, the government should
be focused on foreign direct investment and market share in Asian countries, which
these variable has an influence on international trade policy and economic growth.
Thus, the government should develop the international trade policy for suitable for
foreign direct investment. For the tariff rate, the Thai government should consider to
the tariff wall each of product in agriculture sector before negotiation under the AEC
rules, which it could protect loss of volume of market share in the Asian market.
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Chapter 16
Antecedent Analysis of Indonesia’s
Creative City: The Case of Bandung

Adiwan Aritenang

Abstract Decentralisation in Indonesia has brought different impacts to regions fol-
lowing its development path dependence and institutional arrangements. This study
aims to understand the role of both path dependence and institutional arrangements
in the process of developing a creative city. This paper studies the city of Bandung
development to unfold the system that supports its role as a creative city. The paper
found that path dependency as historically centre of creative studies and emerging
creative class has accelerate the city’s new economic activities.

16.1 Introduction

The rise of local economic development begins with Indonesia’s politics that shifted
from centralized regime to democratic reform between 1997 and 2000 [1]. There
are various theories and concepts of developing creative cities and other supporting
theories on urban and regional planning, institutions and economic geography. How-
ever, these literatures originate from the western and advance countries. Thus, it is
the interest of this paper to study an empirical case of creative city in a developing
country.

The research found three important results first, institutional and political change
has introduced new administration on the city’s economic development. Second,
the establishment of numerous universities provide both research and creative-class
society. Third, the role of geographic proximity to market that accelerates trade and
actor networks.

The following section overviews the existing literature in the development of
CClI in cities. The next sections discuss the lineage of creative city and analysis of
the elements of Bandung as a creative city. The last subsection draws the paper’s
conclusion and policy implications.
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16.2 Literature Review: Decentralisation and Creative City

The end of centralized regime begins with the industrial deregulation of post-oil
boom economy and financial crisis. While the industrial deregulation introduced
new private entrepreneurships, industrial openness and trade liberalization, the fi-
nancial crisis causes high inflation and violent social movements. The result of
combination of these social rearrangements ended the centralized regime and opens
democratization of regional autonomy.

However, the implementation of decentralization has been link to increase regional
disparities [2]. As devolution gives authority to district governments who are lack of
talent and experience bureaucrats, local economic development might be depend on
the local government’s capacities [3]. Moreover, divergent economic structure and
activities might increase economic disparities among regions. This is particularly
concerning in the fiscal administration as districts only have authorities on limited
number of taxes and levies. On the other hand, as globalization progressed, economic
growth engine shifted from manufacturing to knowledge and creative-based econ-
omy. This new economic development has been widely investigated the relationship
and importance of cultural economy and human creativity [4] and [5]. Overall, it can
be summarised conclude that the contribution of CCI can be seen by four models,
which are the welfare economy, competitive, growth and innovation models [6].

Institutions and path dependence play important role in the development of city as
a centre of CCI. Studies of CCI emphasises endogenous development that recognized
the local endowments and institutions [7], [8], [9], [10], [11]. The endogenous
growth model emphasises the role of regional policy by promoting localities that
acknowledges differences in local endowments and development policies. Thus, the
CCI contribute significantly to regional development and this depends on regional
potentials. The creativity and culture notion has moved towards the centre of urban
policy literature following the emergence interest in “creative cities” and “urban
generation through art and culture” [12]. The basis for this type of city development
is creativity on artistic and technological creativity. The literature of creative city
can be analysed through three critical elements that emphasis the place, production
system, and networks of stakeholders [11].

16.3 The Lineage and Institutional Reproduction
of Creative City

Historical Overview Since the Dutch colonial period, Bandung has strong link and
economic dependence with Jakarta. In 1888, the first railroad between Bandung and
Jakarta (then it was called “Batavia’) was built to link both cities. This road devel-
opment has boosted economic activities in Bandung due to the proximate distance.
Furthermore, the city’s elevated landscape attracts the European as holiday destina-
tion and became an exclusive resort area for plantation owners and business people
from Batavia. This introduces the first wave of cultural industry in the city with the
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European lifestyle cafes, restaurants, shops, and art-deco hotels. There were also
large ballrooms and theatres that made Bandung named as “Paris van Java” [13].

In the 1980s to 2000s, economic growth forces Jakarta citizen to widen consump-
tion activities. Bandung began to attract Jakarta citizen with local brand foods that
become must-visit locations such as Yogurt at Cisangkuy Street and Kartika Sari, and
fashion shops such as Jeans clusters on Cihampelas street, factory outlets and distri-
bution outlets (distro) locations in the city centre. In the late of 2000s, following the
political and institutional shift of decentralisation, the emergence of governance and
openness on networks, a new wave of cultural movement raise with the collaboration
of artist, local government and international agencies such as the British Council.
These actors actively promote CCI that relies on the emergence of technology and
highly skilled creative graduates, which established the notion “Bandung creative
city”. This shift certainly lays the future path for Bandung as the creative city in
Indonesia.

Decentralisation of administrative and political change Following the financial
crisis in 1997 and the fall of the New Order regime, Indonesia begins the decen-
tralization political period. Devolution has bought the local governments to develop
their respective regions local and knowledge based. The role of governance is an
important factor in the development of creative industries. Population and economic
activities are both spiky that is concentrated only in several regions. These regions
have ecosystems of leading edge universities, high power companies, flexible labor
markets, and attained to the demand of commercial innovation [14].

These conditions are slightly visible on the case of Bandung city. The rise of
creative class of highly educated and creative people in Bandung is clearly shown
as agents of change that replace and supports local governments as the engine of
local development. The creative class of Bandung fits with the characteristic that
Florida described which are: their preference of location choice is rich in cultural
diversity, enjoy appealing amenities, and comprising new systems for technological
creativity and entrepreneurship [5]. This is seen at the Helar Festival, a creative
industry festival, initiated by the Bandung Creative City Forum (BCCF) that attempts
to integrate 15 creative industry actors and business within the West Java province.

16.4 The Lineage and Institutional Reproduction of Creative
City

The “Jakarta Effects” Since its early days in the colonial period, Bandung has
been a gateway for the westerner from Jakarta. The distance between both cities
is approximately 123 km (76 miles) with a travel time less than 2 hours by road.
There are several advantages that Bandung has with its distance proximity with
Jakarta. First, Jakarta’s wealthier and populated citizen means abundant consumer
for Bandung’s CCI. Since the operation of highroad between Jakarta and Bandung in
2004, the number of Jakarta vehicles and people has overwhelmed the Bandung city
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every weekend. Whilst in the city, visitors from Jakarta are attracted to Bandung’s
CCT such as local foods and fashion outlets. A specialize community also attracted
to music activities, performing arts, and art galleries that are spread across the city.

Second, Bandung has been the location for pilot projects of central government’s
research and development (R&D) activities. The proximate distance enables cen-
tral governments R&D agencies, which based in Jakarta, to operate the activities
nearby. Third, the city also enjoys an intensive knowledge and network exchange
from Jakarta’s metropolitan society. This society enables higher level of creative ac-
tivities with the existence of western-import lifestyle but with local adaptation such
as steak house restaurants, music concerts, and mixed-use café-bookshops.

The Production System of Creative Industry This section provides an example
the creative industry production system using the fashion industry as an illustration.
The study on Suci and Binong Jati area shows the difference of development of
specific industry [15]. The study shows that that Suci area, which since 1982 has
been famous for T-shirt production, is produce by order, not produces for business
commodity. However, several big productions start to design, produce, and selling
their unique T shirts and related items, such as the C59 production. The area became
the birthplace of the Distribution outlets (distro) concept that relates fashion and
music indie labels. These distro places can be seen as a physical hub for music
communities for information on music and music related activities such as concerts,
rare music products and recording [13].

As a result, the distro reflects a high producer-consumer relationship with a
medium-high variation of products. On the other hand, Binong Jati area is con-
centrated with knitwear fashion homemade producers. The nature of the production
system enables local households to produce thee without tight producer-consumer
relationship such as found in the Suci area. The area is low quality of infrastructure,
highly populated and low qualities of spatial settlements. Despite these conditions,
the products are export across the country and abroad.

The CCI Networks in Bandung Actor networks have been widely acknowledged
as an important factor in the CCI. In Bandung, networks among CCI actors are
in presence and have contributed significantly to the growth of the industry. The
Bandung Institute of Technology (ITB) has been known as the initiator of CCI in
Bandung. For instance, ITB’s Faculty of Arts and Design since 1972 has held the
art market (pasar seni) for almost every five years, which includes art and cultural
product exhibition, music and street dance performances, and culinary'. Hence,
the market has been routinely held long before the BCCF and creative city notion
introduced in the city. The city and art society has been fortunate by the long presence
of the faculty until now. The faculty also has the most complete and integrates
courses and degree on CCI. Another contribution of ITB is the creation of Arte-
polis, a committee specifically formed to held international conference and design

competition, under the architecture program?.

! Kompas Newspaper, Transaksi Pasar Seni ITB Rp 4 Miliar, June 8th 2010, Accessed May 30th
2013.

2 http://www.arte-polis.info.
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The BCCF is a community forum consisted of representatives of various creative
industry communities including traditional arts, clothing and fashion, music and
visual arts, urban enthusiast, and urban heritage society3. Furthermore, the forum
has also attracted non-artisan actors to support their activities such as local and
national journalist, intellectual property lawyers, and urban planners. The forum
becomes a hub for creative and cultural communication among the actors. There are
almost weekly intellectual discussions and shows programs in the forum that cover
debates on culture, education, gender violence, and sociology impact of nuclear
development.

Finally, referring to present European-style creative cities, networks can be iden-
tified through the psychical presence of cultural and arts centre. Creative cities have
large sum of funding for the creation of such cultural and arts centres. For exam-
ple, the Guggenheim Museum in Bilbao (Spain), Tate Arts gallery in London (UK)
and Kanazawa Citizen’s Art Centre in Kyoto (Japan) were built specifically as the
landmark of creative cities. Furthermore, in the UK, lower tier cities also have fol-
lowed this landscape development such as Tuner Contemporary gallery at Margate
and Creative Quarter at Folkestone. This physical modern, specific-purpose built
cultural and arts centre symbol is absence in Bandung. However, if one look closer,
the cultural and creative symbol is spread across the city such as Sasana Budaya
Ganesha (for music concerts, indoor art exhibitions), Gedung Sate Park (helarfest,
food bazaar, and traditional market), and numerous art galleries. The lack of budget
and absence of such CCI landmark can be replaced by traditional spaces in the city,
which successfully supports Bandung as the hub for cultural and creative economy.

16.5 Research Conclusion

Devolution has forced local government to shift administration and political agenda
from government to governance that incorporates local stakeholders including civic
societies, universities, and core to the creative industry, the artisans’ community. The
national political shift to devolution has empowered local endowments and embedded
local institutions to emphasis development according to local path dependence in the
context of CCI in Bandung. Furthermore, while Jakarta provides market and hub
of technological sources, the presence of universities and higher education with CC
courses also has provides the city with a pool of creative and highly skill cultural
young people. These young people become the generator of CCI through their unique
networks and art competencies, and perfectly fit with the creative class characteristics
as proposed by [10]. This study also has highlights the network-define place making
that replaces symbolic cultural and arts landmark, and tourism attraction, as found
by [16]. Overall, the combination of cultural traditional activities and external roles
of devolution, universities, and distance proximity to Jakarta has accelerated the
development of CCI

3Website and information regarding the actors of Bandung creative city is available at
http://commonroom.info.
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Considering the current condition of CCI in Bandung, there are two ways to
optimize the momentum. First, the local governments should be more available and
adjust to the community’s networking characteristics. The shift of local government
mindset on their position in the city and roles in the network will increase their
capacities and capabilities in local CCI development. Second, the city should also
intensify the role of external networks such as the British Council and Ministry
of Trade. Both institutions have international and national experiences, agenda and
policies that the city could gain benefit. Despite CCI in Bandung are develop naturally
from embedded cultural activities from past period, the presence of external forces
and path dependence has transform the industry and city to a national and global
recognized creative hub. Hence, development concept of CCI in Bandung should be
carefully examined to ensure the industry’s and city’s sustainability in the future.
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Chapter 17

Work-Life Interventions: A Review
on Balance, Harmony, and Creativity
as an Indicator of Policy Effectiveness

Ong He Lu Calvin and Senthu Jeyaraj

Abstract The purpose of this article is to examine the literature streams relevant to
the constructs of work-life balance and work-life harmony, and to explore the current
approaches in measuring the efficacy of work-life initiatives in organizations. Con-
ceptual differences between work-life balance and work-life harmony were found
and based on knowledge gaps identified within the literature, a cognitive dissonance
approach to quantify the differences was proposed. Second, the review indicates
there is a lack of evidence demonstrating the strategic value of work-life initiatives
in organizations. Hence, an approach adopting creative work performance as a mea-
sure of the efficacy of work-life initiatives is suggested. Implications addressing
these research gaps are discussed.

17.1 Introduction

Employees in contemporary societies are constantly faced with challenges associated
with conflicts between work and life roles. Studies have found that work-life issues
impact everyone irrespective of individual demographics, social economic status, or
family structure. In addition, stress resulting from work-life conflicts affect employ-
ees’ general well-being, and impedes individual job performance. For these reasons,
cumulative interest in the nexus between work and life has generated substantial
attention to approaches directed at attaining congruence between work and life in
the literature. In addition, a growing base of research suggests that work-life stressors,
when not adequately dealt with, leads to negative organizational outcomes. In re-
sponse, organizations invest significant amount of resources to implement work-life

O. H. L. Calvin (E)
Singapore Campus, James Cook University Australia, Singapore
e-mail: helu.ong@my.jcu.edu.au; amingo55 @hotmail.com

S. Jeyaraj
OrgCognisance, Singapore
e-mail: senthu.jeyaraj@orgcog.com

P. Mandal (ed.), Proceedings of the International Conference 145
on Managing the Asian Century, DOI 10.1007/978-981-4560-61-0_17,
© Springer Science+Business Media Singapore 2013



146 O. H. L. Calvin and S. Jeyaraj

initiatives targeted at alleviating work-life stressors. However, despite the associated
costs, measures of the efficacy of work-life initiatives have rarely been aligned with
key business strategies of contemporary organizations.

Hence, the purpose of this review is twofold. First, the paper aims to examine the
literature streams relevant to two work-life approaches, work-life balance (WLB) and
work-life harmony (WLH). A cognitive dissonance approach to corroborate evidence
of differences between the constructs will be considered based on the identification
of knowledge gaps in the literature. Second, a new measure—based on creative work
performance—that sheds light on the relationship between key business strategies
with work-life initiatives is proposed.

17.2 Defining Balance and Harmony

In the conceptualization of WLB and WLH, it is important to note that both constructs
share several similarities that expand and shape our understanding of the work-life
interface. First, the dimensions of work and life assume a reciprocal bidirectional
cross-domain influence where experiences in one domain can positively or negatively
affect the outcomes in the other domain. Second, the interface between work and life
is dynamic and complex and includes affective, social, and behavioral dimensions.
Third, an understanding of two related work-life constructs—work-life conflict and
work-life enrichment—is essential in conceptualizing balance and harmony. Work-
life conflict occurs when demands and responsibilities from work and life domains
are mutually incompatible resulting in a form of inter-role conflict. In contrast, work-
life enrichment arises when experiences in one role supplement the functioning of
the other role.

17.2.1 Definition of Work-Life Balance in the Literature

Traditional definitions view WLB as the absence of conflict between work and life
domains or the frequency and intensity in which work interferes with family and vice
versa. For example, Frone proposed that WLB is achieved when there is minimum
conflict between work and family. He further suggested that conflict represents only a
single component of WLB and included a second component, work-life enrichment,
in his approach. Building upon the notion of bi-directionality of work and life, and the
components of conflict and enrichment, Frone proposed a model of balance based on
the type of interaction (enrichment versus conflict) and direction of influence (work
to family versus family to work). He contends that balance ensues when low levels
of inter-role conflict and high levels of inter-role enrichment are present.

Diverging from the traditional views, contemporary schools of thought have
emerged in the approach of WLB. For instance, Clark proposed a new theory of
WLB known as the work-family border theory. Central to this theory is the view
work and life are distinct domains, each with its own borders defining where domain-
specific behaviors begin or end. In this view, people are seen as daily border-crossers,
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transitioning between both spheres. Therefore, work-family border theory is a the-
ory, which explains how individuals manage and negotiate between the domains of
work and life in order to attain WLB. Based on this theory, Clark described WLB
as the achievement of satisfaction and good functioning in work and home domains
with minimum conflict. More recently, Greenhaus and colleagues, influenced by the
work of Marks and MacDermid defined WLB as “the extent to which an individual
is equally engaged in—and equally satisfied with—his or her work role and family
role”. This definition combined the prominent emphases of engagement and equality
in the study of WLB. They argued that the definition offers a more comprehensive
classification by including both positive and negative balance. In addition, Green-
haus and colleagues proposed three components of WLB: (a) time balance (i.e. equal
amount of time spent between roles); (b) involvement balance (i.e. equivalent level
of psychological involvement in both roles); and (c) satisfaction balance (i.e. same
level of satisfaction gained from both roles). In this view, balance is perceived on a
continuum where each end is anchored by extensive imbalance in favor of a particular
role (i.e. work or life).

17.2.2  Definition of Work-Life Harmony in the Literature

In a recent review, McMillan, Morris, and Atchley, introduced a new conceptu-
alization of work and life known as work-life harmony. It is defined as a pleasant,
harmonious arrangement of work and life roles that is integrated into a single narrative
of life. The approach postulates that harmony results when resources gained through
work-life enrichment are positively aligned with, and serve to alleviate stressors
raised from work-life conflicts. Hence, harmony entails a sharing of role respon-
sibilities and is negatively related to role inequities, which results from work-life
conflict. There are two distinct characteristics of WLH. First, WLH can be applied
at the levels of both individuals and organizations. Individually, harmony can be ex-
amined by the levels of conflict experienced and enrichment gains achieved through
implementation of work-life initiatives. At the organizational level, these individ-
ual markers can be accumulated across departments or across the organization, and
the aggregated tallies can then be used as indicators of the general ‘well-being’ of
the organization. McMillan and colleagues argued that this approach can determine
if additional interventions are required to increase employees’ resources to reduce
work-life conflict and in turn, lead to increased perceptions of harmony. Second,
it should be noted that the integration of work and life in the approach is not a
zero-sum game. Hence, it is possible to attain a surplus of gains through work-life
enrichment, which cumulates positive perceptions of WLH and ultimately increasing
organizational performance.

There are several predecessors to the notion of WLH. For example, a large scale
qualitative study by Hill et al. found numerous complementary aspects between the
domains of work and life and proposed a paradigm shift which focuses on harmony
rather than balance. They contend that work-life interventions targeted at realizing
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harmony will achieve greater success compared to initiatives implemented in hopes of
attaining balance. Similarly, in adopting Maslow’s Hierarchy of Needs for employee
commitment, Stum proposed that WLH represents the pinnacle of employee needs
in the modern-day work-force. Lastly, Wiley and colleagues created a program titled
“Intentional Harmony: Managing Work and Life” in an effort to address a perceived
gap in work-life management training programs.

17.3 Differences between Balance and Harmony: Perspectives
on Work and Life

It is evident in the aforementioned literature that a major difference between WLB
and WLH lies in the perspectives of the work-life domains. Often, research in WLB,
adopt a conflict based outlook where work and life are perceived as separate and
individual domains constantly competing for an individual’s resources. This was
clearly illustrated in the work-family border theory by Clark who contrasted work
and life as two separate worlds with different purposes and cultures. He argued that
it is precisely this segmentation of domains that created the prospect of producing a
synergy between them. Further, Greenhaus and colleagues proposed that achieving
balance entails committing equivalent amounts of time and psychological involve-
ment, as well as attaining identical levels of role-related satisfaction in both work
and life roles. Hence, the concept of balancing work and life is a zero-sum game
where committing resources to one domain is perceived as taking away resources
from the other, resulting in constant contention between the domains.

In contrast, WLH adopts an integrative approach where work and life are per-
ceived as complimentary rather than conflicting domains. This was highlighted in
Hill et al.’s work, which identified complementary aspects between the work-life
domains. Based on these findings, Hill et al. argued that the traditional approach of
WLB is limited in its conflict-based approach as it disregards the complimentary as-
pects between the work-life domains. In addition, McMillan and colleagues posited
that WLH involves successful integration of work and life where both domains move
in tandem with minimum conflict. The emphasis of the approach, therefore, focuses
on enrichment rather than conflict. Furthermore, the concept of integrating work and
life in the approach is not a zero-sum game where a surplus in enrichment gains
between the domains is possible.

Despite the apparent conceptual differences between WLB and WLH, there re-
mains to be a lack of empirical evidence to validate differences between these
constructs. Moreover, with the exception of Hill et al.’s work, predecessors of the
notion of WLH have adopted the term harmony, even though their work was con-
ceptually based on balance. For example, although Wiley and colleagues titled their
program “Intentional Harmony: Managing Work and Life”, the main objectives of
the program—to promote positive role-balance and reduce role-conflict—were more
reflective of a balance approach. Further, Stum defined WLH as “the drive to achieve
a sense of fulfillment in balancing work and life responsibilities”. Subsequently, am-
biguity in the way harmony is defined with the word balance can lead to confusion
in construct development that aims to measure WLB and/or WLH.
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Furthermore, due to the fact that WLH is a relatively new construct in the litera-
ture, measurements have largely been dedicated to quantifying WLB. For instance,
traditional measures of WLB were based on individual’s self-report assessment while
contemporary approaches have attempted to measure WLB as a dependent variable
using a composite score of multiple items measuring an individual’s ability to bal-
ance work and life demands. Nonetheless, there is currently no measurement that can
be applied to measuring both WLB and WLH, and efforts pertaining to quantifying
the differences between these constructs remain absent in the literature. For these
reasons, it is imperative to provide a valid measure of the differences between these
constructs in order to address this research gap.

17.3.1 Cognitive Dissonance as an Indicator of Difference
between WLB and WLH

Cognitive dissonance theory postulates that conflict in an individual’s thoughts, emo-
tions, and behaviors creates an aversive emotional state called dissonance, which
motivates efforts to restore consistency. As noted earlier, the work-life interface is
multifaceted and it encompasses affective, social, and behavioral dimensions of an
individual. For these reasons, it is possible to suggest that a lack of harmony or
balance between work and life produces conflicts in the comparable dimensions of
an individual’s thoughts, emotions, and behaviors, and hence, generates dissonance.
In this view, individuals’ attempts to attain WLB or WLH can be perceived as efforts
to reduce the unpleasant state of dissonance.

Therefore, it can be argued that measuring an individual’s level of dissonance
while adopting a balance or harmony approach to work-life issues can offer an in-
dication of the conceptual differences between the constructs of WLB and WLH.
Based on this framework, individuals adopting a WLB approach will arguably ex-
perience greater levels of dissonance due to the conflicting nature of work and life
domains in its approach while individuals adopting a WLH approach will generate
comparatively lower levels of dissonance.

In sum, the cognitive dissonance framework provides a plausible solution in
quantifying the conceptual differences between WLB and WLH. Such an approach
addresses the above-mentioned research gap in providing empirical evidence to
delineate both constructs.

17.4 The Importance of Work-Life Initiatives and Measures
of its Effectiveness

Research has repeatedly found that work-life stressors, when unresolved, impede
employees’ job performance and are often associated with negative organizational
outcomes such as decreased job satisfaction, increased absenteeism and turnover
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intentions, and so on. In response to these findings, progressive organizations attempt
to assist employees to relieve these stressors by implementing work-life initiatives.
Work-life initiatives are organizational policies, practices, and benefits that are delib-
erately designed to lessen the bidirectional stressful demands and conflicts between
the spheres of work and life while promoting balance, enrichment, harmony, and
facilitation between the domains. These initiatives are often considered to be a major
concern to the executive management and organizations invest a considerable amount
of resources into implementing these policies. For instance, Fegley estimated that the
implementation of work-life policies costs organizations approximately 38 % of an
employee’s annual salary. Therefore, given its significance and associated expenses,
cost-benefit analyses of work-life initiatives represent an important consideration to
both organizations and scholars in the field.

Existing efficacy measures of work-life initiatives have largely adopted organiza-
tion outcomes as indicators of policy success. For example, studies have examined
the impact of work-life initiatives by tracking employee absenteeism, turnover in-
tentions, organization commitment, and staff retention rates. While other studies
have assessed the correlation of the implementation work-life initiatives with firm
productivity and employee job satisfaction. However, by adopting these indicators,
the existing measures do not sufficiently demonstrate the strategic value of work-life
initiatives in contemporary organizations. It is apparent, therefore, that there is a lack
of research assessing the relationship between key business strategies and work-life
initiatives.

17.5 Creativity and Innovation: A Key Business Strategy
in Contemporary Organizations

Rapid technological advancements, market instability, and increased market de-
mands from global markets are hallmarks of the conditions under which 21st century
organizations operate. Under these conditions, contemporary organizations continue
to realize the importance of creativity and innovation in organizations, and increas-
ingly depend on these qualities to sustain a competitive edge in the dynamic and
fast-paced present-day environment. Studies have found that market instability and
demands serve as a dominant force in stimulating innovation in organizations. In
addition, technological capabilities enhanced the accessibility of domain-relevant
knowledge, and employee discretion and autonomy both of which, facilitates cre-
ative work performance. Creativity and innovation also plays an integral role in the
profitability of organizations, and are positively related to other key aspects of orga-
nizational functioning, such as organization’s ability to respond to crisis, improved
planning processes, increased employee job satisfaction, and enhanced teamwork,
collaboration, and organizational citizenship behaviors.



17 Work-Life Interventions 151

17.5.1 Differences between Creativity and Innovation

Creativity can be broadly defined as the production of novel or original ideas that are
appropriate and applicable in any given domain while innovation is the production of
new products or services through successful implementation of creative ideas within
an organization. In this view, creativity is seen as a product of human cognition where
innovation is the behavioral outcome of the preceding cognition. Hence, individual
creativity offers the basis for innovative behaviors and serves as a determinant of
innovation in organizations. As a result, employees’ ability to be creative in their
work plays an integral role in the success of contemporary organizations and it is for
this reason, that individual creativity has become an increasingly valuable asset to
organizations today.

To summarize, evidence from the current literature suggests that creativity and
innovation are essential aspects in many organizations today. Given that creativity
acts as a pre-cursor to innovative behavior, it can be argued that individual creativity
alone can serve as a key indicator in the strategy approach of quantifying the efficacy
of work-life initiatives.

17.6 Implications and Conclusion

Two significant research gaps in the field were identified in this review. First, al-
though there are apparent conceptual differences between WLB and WLH, there is a
lack of empirical evidence validating the differences between these constructs. Based
on the differential views on the work-life domains, adopting a cognitive dissonance
process to provide empirical evidence of dissociation between both constructs ap-
pears to be a promising approach, and one that has yet to be considered in research.
Second, measures quantifying the efficacy of work-life initiatives have rarely been
aligned with key business strategies of most organizations. Nonetheless, current lit-
erature suggests that a key business strategy in contemporary organizations involves
maintaining a creative workforce. Therefore, it is possible to suggest that individ-
ual creativity provides a plausible approach to align the quantifying of the efficacy
of work-life initiatives with key business strategies of contemporary organizations.
Moreover, although both work-life initiatives and creativity are major concerns in
contemporary organizations, no research till date has attempted to examine the re-
lationship between the two. Therefore, it can be argued that such an approach can
prove valuable to both organizations and scholars in the field.

17.6.1 Implications

There are several implications worth noting in addressing the identified research gaps.
First, providing empirical evidence of the dissociation between WLB and WLH can
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expand and shape our understanding of these concepts. An improved understanding
of the concepts can enhance attempts at construct development aimed at measuring
these constructs. In addition, conceptual clarity into work-life approaches can aid
HR professionals to strategically develop effective work-life interventions targeted
at alleviating work-life stressors. Second, by offering evidence of the strategic value
of work-life initiatives, organizations can evaluate the degree to which these initia-
tives can enhance the organization’s key business strategy. This in turn, influences
organizations’ willingness to implement work-life initiatives in the workplace. Fur-
thermore, if an organization’s key business strategy is to enhance creativity in the
workforce, then with a better conceptual understanding of the concepts of WLB and
WLH, future studies can investigate the relationship between these two concepts to
creativity. This can in turn, determine if an approach is a more conducive interface
for creativity and innovation than the other, or if both are conducive.

In sum, the current review proposes two plausible approaches that can help
address the identified research gaps in the literature. Research adopting these ap-
proaches need to be conducted to develop a more complete understanding of these
work-life constructs and the strategic value of work-life initiatives in contemporary
organizations.



Chapter 18
The Impact of I.T. Development Outsourcing
on Worker Dynamics in Vietnam

Anna Shillabeer

Abstract Information technology (IT) is a key employment sector in Vietnam and
has experienced huge growth over the past decade. Given the low wages and op-
erating costs in Vietnam it is an attractive location for international IT outsourcing
companies and is currently ranked 13th in the world. This new business model has
changed the attitudes and dynamics of the available workforce and has implications
for the growth and competitiveness of the Vietnamese IT industry. This paper will
discuss the background of the IT industry in Vietnam and the resultant impact of out-
sourcing on Vietnamese culture, education, local industry development and growth,
and workforce attitudes.

18.1 Introduction

Outsourcing has become as integral a part of the IT industry as collaborative teams or
overtime. It is difficult to talk about the current IT development environment without
using these terms. Some of the world’s largest IT companies and employers, includ-
ing IBM, Apple and Intel, are riding on the outsourcing trend [1]. A background
understanding of the history of outsourcing is provided here as it is important to
define the contextual foundations of the current phenomenon. Outsourcing was be-
lieved to have been conceptualised in the 1880’s when the textile industry in New
England, America began to move its production mills to the Carolinas to take ad-
vantage of lower production, taxes and human resource costs [1, 2]. This led to
prolonged debate regarding the appropriateness of the model. There were concerns
raised about the use of child labour, racial segregation, loss of jobs in the home
state and a lack of worker protection. Often generations of families were employed
at a single mill and there was a trend of families relocating from the north to fol-
low the mills and chase opportunity. After the Great depression in 1929 many lost
their jobs and whole families became unemployed. Without transferrable skills they
could not find employment elsewhere [3]. Prior to the passing of the 1933 National
Industrial Recovery Act employers could each autonomously set and regulate their
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own working rules and standards [3]. The passing of the act led to national guide-
lines on industrial relations and better working conditions for most. Investigating
the current outsourcing environment and particularly in the IT industry reveals many
parallels between events of 150 years ago and the present day. Some may argue that
little progress has been made in terms of managing and implementing this business
model.

This paper will provide a global perspective on IT outsourcing and will identify the
barriers and opportunities in play. It will focus upon the Vietnamese context and will
discuss the impact of outsourcing on local workers and the working environment.
It will conclude by highlighting the lessons that can be learned and how outsourcers
looking to enter Vietnam can avoid the more negative impacts whilst taking full
advantage of the positive potential.

18.2 The Global Context

In 2012 as Barack Obama and Mitt Romney were contesting for the position of US
President for the next 4 years, outsourcing became a topic of hot debate. Romney
considered outsourcing to be one answer to fears over rising unemployment by both
keeping industries alive, and therefore maintaining jobs in the country, and expanding
skilled employment options in locations most in need of assistance [1]. In contrast
Obama was reported to be against outsourcing as it essentially represented the export
of jobs from America. In practice it was alleged that both supported financially or
conceptually those who practice outsourcing [1, 4]. Any topic that provides debate in
the American presidential election process is considered a global issue. Outsourcing
has become a source of global debate well beyond the US election. The following
discussion provides an overview of the debate.

18.2.1 Owutsourcing criticisms

There are many criticisms of outsourcing with the following most commonly
presented:

e It is a method to avoid unions and hence the requirement to involve the work-
ers in decisions and address their workplace needs [1]. There are many ethical
arguments presented against outsourcing on the grounds that it results in worker
exploitation especially in locations where there are minimal industrial relations
laws or protections. For example, there are suggestions of child labour in some
parts of Asia and long working hours with few breaks [5].

» Low-cost workers are exploited resulting in significant gaps between wages paid
in the home country and that of the country being outsourced to [1]. The argu-
ment comes both from displaced workers and outsourcing employees. Displaced
workers object to being replaced by cheap labour when they had potentially been
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loyally employed for a company for many years and had become highly proficient
in their job. Outsourcing workers know that the company had previously been
happy to pay significantly more than they are being offered but they are unable
to negotiate due to insufficient workplace agreements or fear of losing their job
which may be supporting more than one generation of family members.
Outsourcing leads to a loss of jobs for those most disadvantaged in the home
country and exacerbates the unemployment problem [1, 6]. The loss of jobs is
often long term with reports of up to a third of outsourced persons not finding
employment within 3 years [6]. Where jobs are found they are frequently at a
lower level of pay. Chronic unemployment can become endemic in families with
subsequent generations relying on government benefits. Unemployment means
low income which in turn leads to lower education and then employment oppor-
tunities for children and the vicious cycle continues. This cycle is exacerbated as
the children have no employed role models to advise on career choices or provide
access to education especially at the post high school level.

There is a danger of entire industries being ‘hollowed out’ [1]. This results in
industries that are fragmented with the seat of decisions being in one country and
the actual production work in another location. This can present significant cultural
issues with decisions being made without consideration of the environment they
are being made for and resentment or non-compliance resulting. Management at
a distance presents new business risks. Communications often occur through a
translator with a loss of meaning and misunderstandings being common. This can
mean costly delays in decision implementation and operational schedules. This
clearly defeats the purpose of outsourcing to reduce costs.

18.2.2 OQutsourcing Advantages

Outsourcing presents an opportunity to create new, more skilled opportunities or
employment where there was little previously [1]. It provides a significant number
of jobs in very poor populations and can result in improvement of living standards
for thousands of people through employing several hundred people who can then
support their families. In countries where skills are low, outsourcing can provide
an opportunity for improved training and up skilling as supervisory, management
and more technical roles become available over time. This provides long term
improvement for the whole population and a sustainable future for the country.

Many large corporations have employed outsourcing to minimise their costs and
maintain more profit in their home. The cost of IT development is $400-$ 1,000
a month per employee in India or Vietnam. This is several times lower than in
Europe or the U.S. [5]. As a result outsourcers can facilitate improvement in
living standards for local employees that would not have been possible without
the profits realised through off shore production [5]. Employees are also able to
access significant non-financial benefits including medical and personal accident
insurance, subsidised food and transportation, supported accommodation, per-
sonal health care, education benefits for themselves and families, flexible salary
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benefits and maternity leave. Health benefits in particular are of immense value
in countries where there is little or no healthcare insurance and low accessibility
to high quality healthcare as a result. Many employees working in an outsourcing
capacity experience untold lifestyle changes and wealth and their families and
often whole towns and villages benefit as a result.

18.2.3 Outsourcing Drivers

e Transportation, coordination and operational costs have been lowered sig-
nificantly through improved communication technologies and faster transport
options. This has provided efficiency gains in travel and enabled management
teams to commute greater distances with relative ease and to be able to remotely
manage and monitor operations of external suppliers, contractors and production
locations [1]. The opportunity to reduce operational costs and optimise busi-
ness processes, whilst maintaining production quality is fundamental to the drive
towards increased outsourcing.

e Customers want cheaper products without lowered quality and outsourcing is an
obvious business choice to meet this demand.

* Investors want greater profits. By saving money through reducing human resource
costs without reducing the product cost or value, organisations have an opportunity
to provide sustained improvement in investor returns.

* In the software industry the time to market is a critical success factor in determin-
ing the viability of a product, or even a whole company when there are so many
competitors in the market place. Similarly the time taken to address security risks
or provide updates is equally important in retaining market share. Having access
to a 24 h working day by outsourcing to teams in different time zones is a key
facilitator of rapid delivery [5].

18.2.4 Outsourcing Around the World

Currently the United States and India are the biggest players in the outsourcing
market, with the USA on the demand side and India on the supply side. American
companies paid over $ 17.6 billion for offshore outsourcing serviced in 2005 with
India exporting over $ 23 billion in that same year and increasing to $ 50 billion in
2008. China, is a major competitor for India in the general offshore manufacturing
market, but is not yet a significant threat to the I'T-services market. Their revenue from
software and IT-enabled services is a fraction of that from India but their position on
the market is increasing rapidly. Their major advantage is that the labour costs are
considerably lower than in India. This gap is expected to increase due to the labour
costs in India increasing quickly [5]. The global top 10 outsourcing countries are
shown in Table 18.1 [7].
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Table 18.1 Top 10 outsourcing destinations

Rank Country Overall Operating Resources  Business Avg
cost & skills environment
1 India 7.1 8.3 6 4.2 6.2
2 Indonesia 6.7 8.6 4.3 44 5.8
3 Estonia 6.6 7.5 5.2 6.9 6.5
4 Singapore 6.5 6.4 5.7 9.4 7.2
5 China 6.4 7 5.6 5.6 6.1
6 Bulgaria 6.4 8.8 2.9 5.2 5.6
7 Philippines 6.3 9 2.8 39 5.2
8 Thailand 5.9 8.2 2.3 59 5.5
9 Lithuania 5.9 7 39 6.5 5.8
10 Malaysia 5.8 7.9 22 6.9 5.7

Whilst India is ranked in first place there are 3 strong contenders for the position;
China, Singapore and Estonia. Singapore is a significant threat due to its very high
skills and resources, and business environment rating however its operating cost
rating is higher and reduces a key opportunity presented by outsourcing. Estonia
and China are a similar threat but fall behind in terms of cost and skills availability.
With attention to these points they could be strong contenders for the top position
especially in the US for off shore production. In a trend that began in the late 1970s
and picked up speed in the 1990s, with the opening of trade with China, India and
Eastern Europe, competition from foreign imports forced U.S. firms to find cheaper
and better ways of doing business [5]. India clearly took best advantage of this
opportunity but the others are not far behind.

18.2.5 Downward Trend in Qutsourcing

Information technology and IT-enabled services employed approximately 4 million
people in 2008 and accounted for 7 % of GDP and 33 % of India’s international
business influx. The cost advantage for offshoring to India has recently reduced from
1:6. to, at best, 1:3. Given the narrowing of the pay rates and reduced cost advantages
there is an alarming level of attrition occurring in outsourcing organisations [8].
India’s $ 30bn IT service industry, is gradually losing its competitive advantage. It is
predicted that by 2015 the 1:3 cost advantage will be closer to 1:1.5 and it will then be
inefficient to use Indian labour. This will potentially trigger a massive shift away from
India and to other countries. South East Asia would seem like a rational choice given
its proximity and cultural similarity to India. Relocation costs could be minimised
and operational logistics and management budget only minimally affected. There
would also be an opportunity to relocate Indian resources to assist with start-up.
Vietnam would be in a strong position to take advantage of this shift if it acts now to
overcome a number of barriers and build on its strengths.
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18.3 The Vietnamese Context

Whilst Vietnam is gaining in socio economic and commercial maturity it is still expe-
riencing significant social issues. The World Bank reports that the poverty headcount
is at 20.7 % and unemployment was at 2.4 % in 2008 and 2 % in 2011. What this
obviously suggests is that while there is little unemployment, rates of pay are very
low. This is an ideal scenario for outsourcing companies; a willing workforce that
would be easily attracted by financial incentives. Given that Vietnam’s per capita
income was just $ 1,270 in 2011 the incentives could include doubling this amount
and still represent an insignificant cost to a major IT outsourcing company.

Whilst a 2 % unemployment rate seems very low as compared to many western
countries, this still represents millions of people given Vietnam’s population of close
to 100 million. In HCMC alone, the centre of the IT industry, 143,600 people
claimed unemployment benefits in 201 1. Whilst the unemployment rate in rural areas
is similar to that of urban areas, those who are employed on average experience a lack
of work for 25 % of each year [9].The overall unemployment figure is further diluted
by the fact that seasonal workers, workers with labour contracts of less than one year
and employees of companies with under 10 employees cannot claim benefits if they
lose their jobs and hence are not counted in the numbers. To claim benefit, all other
employees have a compulsory insurance levy that takes a significant proportion of
their monthly salary. This salary deduction contributes to the poverty trap for many
low paid workers. Vietnam has recently undergone an economic slowdown that has
contributed to an increase in unemployment costs for the state and greater numbers
of people looking for work. This again provides an impetus for outsourcers to look
at Vietnam and engage the skilled but unemployed workforce that is available.

18.3.1 Workforce Characteristics

The U.S. war in Vietnam ended in 1975 leaving a significantly skewed population.
It is estimated that up to 12 % of the population was lost with most being men. Since
the end of the war there has been a focused rebuilding effort. As a result of this,
the Vietnamese people are characterised by being resourceful, entrepreneurial and
willing to take risks. This again serves the needs of outsourcing companies well as
they are working with a population not afraid to do something different and learn
new skills.

The Vietnamese people are hard working with some in the hospitality industry
anecdotally revealing they work up to 16h a day, 6 days a week for what they
consider to be the good wage of $400 USD per month. Although they would appear
to be an ideal workforce there are some characteristics that need to be understood by
those looking to use Vietnamese labour. They are a sensitive people that do not react
well to criticism or close scrutiny of their work. The Vietnamese workforce is heavily
unionised. Workers are not afraid to demand their rights and do not appreciate being
asked to do something outside of their contract. Strikes are not uncommon and union
or Government mediators are frequently used to resolve issues. These strikes most
frequently occur over pay or overtime.
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The skew towards a younger workforce means potential longevity in terms of
worker employment however it is not without its own inherent issues. The availability
of world class higher education options for young people is recent and although
growing, their family centred culture presents a constraint to the western concept
of leaving home and moving to the city for University study. This is especially true
for daughters. As a result of this cultural barrier, less than 15 % of young workers
undertake any technical training, and very few have a high level of work ready
skills [9]. Of those that do gain a tertiary education, only a small number have an
opportunity to learn English or another language and this can present a considerable
communication barrier for overseas employers.

With considered management the Vietnamese people are a dedicated, skilled
and dependable resource but a deep understanding of the cultural landscape and
employment laws is required for any level of success to be achieved.

18.3.2 OQutsourcing Engagement in Vietnam

Vietnam’s outsourcing sector is benefiting from the rising costs and growing problems
in the Indian and Chinese business environments. A number of US companies are
showing increased interest in Vietnam as a potential outsourcing destination in light
of trade tensions with China and lowered cost effectiveness of dealing with India [7].
Vietnam has proven to be an effective base for smaller-scale IT operations, but lacks
the numbers of skilled workers necessary for larger initiatives. The lack of key skills
is a result of the nation’s previously poor technical education system. The biggest
obstacle that Vietnam faces is the lack of English speakers as noted earlier. This is a
key barrier to the Vietnamese IT sector becoming a major global competitor [7].

Vietnam has tremendous potential to become an IT outsourcing hot spot. Salaries
of junior employees are only 23 % of similar positions in the US and senior or highly
skilled employees earn 32 % of that collected by their US counterparts. The country
has already gained the endorsement of some of the top companies in the world,
including Intel, which built a USD 1 billion computer chip plant in the country [7].

It would appear that the time is right for Vietnam to become a significant out-
sourcing option for major overseas companies however there is a potential hurdle on
the horizon. For the first time there has been policy consideration of the outsourcing
sector by the Vietnamese Government. A new labour code was released on May 1st,
2013 and while its direct impact is as yet unknown, section 5, articles 53-58 present
much to consider by potential outsourcing companies. Of particular note is article
56.5 as discussed following in a recent news briefing:

the outsourced employee’s salary [should not be] lower than that of the outsourcing party’s
employees at equal levels, doing the same or equivalent job, and further on in article 58.3
this right is codified. The issue of equality between outsourced and regular employees is
reiterated in article 57.2 which states that the working conditions of outsourced employees
cannot be worse than the working conditions of the non-outsourced employees of the same
company doing equivalent jobs.
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Prior to this new code being released, Vietnam was ranked 13th in the world with
a cost competitiveness index of 7.4 which is in the top 10 [7]. Whilst the cost of
real estate and taxes are competitive, the very low human resource cost makes Viet-
nam most attractive. The effect of the labor code may be to throw Vietnam out of
contention for consideration as an outsourcing option in the future given that there
are other barriers in terms of business and political environment issues and poor
infrastructure [7]. The ramifications of the implementation will be closely watched
by employers and employees alike.

18.3.3 The Effect of Outsourcing on Vietnamese Workers

For many young Vietnamese the opportunities provided by outsourcing companies
are very attractive. The opportunity to earn (relatively) high wages and have a 40 h
week upon graduation from an IT or computer science degree together with the
social status afforded by working for an international company cannot be measured.
This is a very desirable goal. Many are willing to pay the higher education fees to
attend an English speaking university to further increase their potential to secure
this type of work. The effect of this is to change the education platform and give
young people aspirations that are way beyond what previous generations could even
dream of. They are becoming more westernised in their attitude towards money,
material goods and workplace quality. Whilst this is a positive step forwards it also
means that the traditional values of being family centred, having a connection to the
past and building Vietnam rather than the individual are being lost. The workforce
is becoming more mobile and urban migration is increasing as young people seek
opportunities in major cities or overseas. Outsourcing provides these young people
the chance to live a very different life than their parents and will set a precedent for
all that follow.

Outsourcing offers all workers the chance to change their lives through increased
pay and working conditions. Many companies are targeting the more highly skilled
workers to reduce training costs and lag time and there is an expected increase in
demand of at least 60 % for technical and managerial staff over the next 3 years
[9]. The effect of this has been to drain Vietnamese companies of their most skilled
people who have often been with the company for many years. Vietnam is following
the path of India and Sri Lanka who now both have double-digit attrition rates. This
lowers the potential for Vietnamese companies to be able to compete with overseas
companies as they cannot pay the higher wages or maintain skills within their teams.
They constantly have to recruit but find the pool contracting as competition for human
resources increases in an industry where skill demand already far outweighs supply
[9]. The stability that used to characterise the Vietnamese workforce is being eroded
and the skills maturity in local businesses is also being lost. Local businesses train
and develop their young employees then lose them when an international company
offers to double their pay. This is a natural event, we would all be attracted by this,
but the impact upon the IT workforce is highly detrimental.
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Companies such as IBM are investing heavily in Vietnam and are developing
links with local universities to access the best graduates and influence a curriculum
that suits their needs. Whilst the investment of millions of dollars is a welcome boost
to the technology landscape of Vietnam these initiatives raise questions of longevity.
India followed a similar trajectory, a rags to riches story for its workers but we now
see that dream fading as higher costs and the attraction of cheaper and easier business
environments in near neighbours becomes a strong driver for change. The future of
millions of outsourcing employees is of concern. If Vietnam does become the next big
thing in IT outsourcing, what would become of its technology workers if companies
move offshore or change their skill requirement? There is already evidence of worker
retrenchments after major projects with specific skill sets are completed. Vietnamese
workers would not be willing to go back to their old jobs and conditions and pay level
[6]. They will, as seen in other countries, potentially become a significant burden on
the Government or their families if they were not eligible for unemployment benefit.
This would be of most impact on younger Vietnamese who had never experienced
anything but the international context. We must also be cognoscente of the fact
that local businesses are already struggling and many will simply not be there to
return to.

18.4 Conclusion

In Vietnam outsourcing is creating a whole new attitude in its young people entering
the workforce. They are moving their interest away from local businesses and are
willing to sacrifice family, stability and culture to work for an outsourcing company.
This trend however is likely to be transient as demonstrated by many other countries
and the end result for Vietnam may be increased unemployment, loss of skills and
experience that could have driven Vietnam towards international competitiveness
and potentially a long term deterioration in the technology industry as a whole.

The new labor code has the potential to protect Vietnamese workers from some
of the more negative impacts seen in other countries however the impact is not clear.
The Vietnamese Government should make every effort to resolve ambiguities as
outsourcing parties must understand in advance which specific regulations apply to
them. Itis also important to ensure that it actually provides the safeguards it intends to.
The unemployment insurance regulations for example could easily be exploited and
leave Vietnamese workers with little recompense if they are retrenched after a short
term project is delivered. The new code could guide and streamline IT outsourcing
by overseas companies and benefit the Vietnamese and global economies but it could
also kill the potential for Vietnam to be seen as an attractive location for outsourcing.
Only a retrospective analysis will reveal the true impact.



162 A. Shillabeer

References

1. CNN Election Centre. (2012). http://edition.cnn.com/2012/07/10/politics/campaign-wrap.
Accessed 25 April 2013.

2. http://www.historync.org/textiles.htm. Accessed 12 Feb 2013.

3. The New Georgia Encyclopaedia. (2012). http://www.georgiaencyclopedia.org/nge/Article.
jsp?id=h-2606 S. Pearlstein, (2012). The Washington post. Business. Outsourcing: What’s the
true impact? Counting jobs is only part of the answer. Accessed 12 Feb 2013.

4. Hasan. (2013). Directory Journal How Outsourcing Affects. The U.S. Economy, http://www.
dirjournal.com/business-journal/how-outsourcing-affects-the-us-economy/. Accessed 25 May
2013.

5. SourcingLine. (2012). http://www.sourcingline.com/top-outsourcing-countries. Accessed 12
Feb 2013.

6. HKNET. (2002). What is the effect of outsourcing to countries like India with lower wages
from the perspective of the Netherlands, Hong Kong and China? http://bohknet.tm.tue.nl/
section71/02-v2.htm. Accessed 12 Feb 2013.

7. http://www.ilo.org/public/english/dialogue/actemp/downloads/projects/youth/vietnam_
reportvS.pdf. Accessed 5 March 2013.

8. Business.Gov.in. Effects on Indian economy. http://business.gov.in/outsourcing/indian_eco.php.
Accessed 12 Feb 2013.

9. Mitra, S. (2008). Forbes.com. The coming death of Indian outsourcing, 02.29.08.


http://www.georgiaencyclopedia.org/nge/Article.jsp?id=h-2606
http://www.georgiaencyclopedia.org/nge/Article.jsp?id=h-2606
http://www.dirjournal.com/business-journal/how-outsourcing-affects-the-us-economy/
http://www.dirjournal.com/business-journal/how-outsourcing-affects-the-us-economy/
http://bohknet.tm.tue.nl/section71/02-v2.htm
http://bohknet.tm.tue.nl/section71/02-v2.htm
http://www.ilo.org/public/english/dialogue/actemp/downloads/projects/youth/vietnam_reportv5.pdf
http://www.ilo.org/public/english/dialogue/actemp/downloads/projects/youth/vietnam_reportv5.pdf

Chapter 19
Development of an E-Health Strategic
Framework for Vietnam

Anna Shillabeer

Abstract Vietnam has a population of 91.5 million with 70 % living in rural areas.
Much of the population is not well serviced by infrastructure of any form that would
support e-health. There is no defined e-health infrastructure or management strategy,
however Vietnam does have a number of population health issues that could be
somewhat addressed by e-health initiatives as has occurred in so many other similar
geographies. The key problem is how to develop and manage a sustainable e-health
strategy and implementation framework. A number of significant barriers have been
identified including a lack of infrastructure to enable e-health delivery, poor strategy
development, a lack of co-ordinated effort towards defined goals, skills shortages
in critical areas including health information management, mobile technologies and
security and a lack of cultural sensitivity by current research groups and funding
bodies. Breaking down these barriers is critical to any future progress towards an
e-health platform. This paper discusses the Vietnamese health environment, the e-
health barriers, drivers and opportunities in Vietnam and outlines a framework for
future progress towards a time where e-health is an integrated part of the healthcare
system.

19.1 Introduction

The trend in modern healthcare is towards making health ubiquitous to enable equity
in accessibility and delivery of quality healthcare services. By providing sustainable,
standardised primary healthcare options to whole populations there are considerable
benefits to be realized. Enabling centralized data collection and analysis, integrated
patient management and evidence based clinical and operational decisions are unfa-
miliar concepts and beyond the ability of the current healthcare system in Vietnam
to envisage.

The very nature of e-health initiatives call for a ubiquitous solution and there has
been huge success in such technology applications around the world. The healthcare
environment in Vietnam and South East Asia as a whole however is highly fragmented
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Table 19.1 Comparison of healthcare environments

Context Vietnam Thailand Laos Indonesia Philippines Australia U.S. Norway
Urbanisation % 30 34 33 44 49 89 82 79
Health workers  1.22 0.3 027  0.29 1.15 3 27 41
per 1000
Maternal deaths 59 48 470 220 99 8 24 7
per 100k
Child mortality  19.61 1541 56.13  20.06 18.19 4.55 598 35
per 1000
Health spend as 7.2 39 4.5 2.6 3.6 8.5 16.2 9.7
% of GDP
Hospital beds 3.1 2.1 0.7 0.6 0.5 3.82 3.1 3.52
per 1000
Years of educa-  10/94 12/92.6 9/73 13 12/92.6 21/99 16/99 17/100

tion/literacy

Statistics from [5]

and presents a number of unique issues that have to date prevented any real progress
towards implementation of e-health solutions. Given the advancements in technol-
ogy training and investment in healthcare by the government and health insurance
providers in Vietnam the time is now ripe to start developing such solutions.

A current project by the Health Research Group (HRG) within RMIT International
University Vietnam is investigating the potential for e-health solutions in Vietnam
and is working towards development of a strategic framework for e-health imple-
mentation in the country. The first milestone for this work was in identifying if there
is a feasible mobile technology and transmission foundation upon which to launch
e-health solutions. The ability to transmit data over some communications channel is
a critical requirement for most e-health systems and without this capacity any further
work would be futile. This paper presents the current state of understanding in this
area and presents early findings that will inform future work.

19.2 The Vietnamese Health Environment

Vietnam has a long history of traditional medicine. Seventy percent of the population
live in rural areas and represent a number of separate cultures each with their own
beliefs, some of which are very isolated such as the Hmong people in the northern hills
area. Many have little or no access to modern healthcare facilities or clinicians so the
traditional ways are retained for those people. Healthcare provision and knowledge
across Vietnam is frequently received through community elders and family. This
results in fragmented populations and practices. A significant proportion of these
people are also very poor (Vietnam’s per capita income was just $ 1,270 in 2012)
and cannot afford high quality treatments or insurance policies or most significantly
for this project, technology. A comparative overview of the Vietnamese context
against other locations is provided in Table 19.1.
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Fig. 19.1 The 4 tiered Vietnamese healthcare structure

Table 19.1 identifies a number of foci for healthcare improvement in Vietnam. The
most obvious is maternal and child health where according to the CIA [5] Vietnam
is doing better than many other Southeast Asian countries but is well behind the rest
of the developed world. Viet Nam News on July 11th, 2012 reported that while the
statistics had improved dramatically over the past 12 years there was still a significant
difference between urban and rural rates of maternal and newborn deaths. This is
believed to be due to limited access to healthcare and far lower rates of trained
obstetricians in rural areas compared to cities. This is identified as an area for greater
investment by government and presents a viable area of focus for research in this
country.

The formal healthcare system in Vietnam has a four tiered healthcare model as
shown in Fig. 19.1. Patients are usually diagnosed within a commune level healthcare
institution and are then referred up through the tiers until they reach a National
Hospital which specialises in the treatment of a particular serious or chronic illness
such as late stage renal failure, AIDS or cancer. These National Hospitals also provide
some palliative care support but this is not a common practice. Some patients may
move several times

from their rural homeland until they are admitted for treatment. This can take
months and cover great distances resulting in dislocation and isolation. Vietnamese
culture is very strongly family oriented and hence the potential for dislocation in
particular is a significant deterrent to accessing healthcare services even if available.

Unfortunately even when a patient is diagnosed and admitted for treatment often
their situation does not improve. Hospitals are very overcrowded and under staffed
across the country in both rural and urban locations. There are several reports that
suggest patients cannot even assume basic rights as there are not enough beds to allow
for one for each patient and doctors see on average 100 patients every day and hence
often do not have time to even inform patients of their diagnosis or treatment options.
Recent work by the HRG with the Ho Chi Minh Cancer Hospital revealed that there
were up to 300 new diagnoses per day, an average of greater than two patients per
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bed, 10,000 outpatients to be managed, long queues waiting in hot buildings or sitting
on floors outside or in stairwells and most alarmingly, less than 60 % of patients are
told their diagnosis. These observations are common around the country.

The healthcare system has at best a tenuous ability to adequately meet the needs
of the people it is designed to serve. This presents a very complex and unconstrained
environment in which to introduce any new population health initiative.

19.3 The Vietnamese Technology Environment

19.3.1 Capability

Vietnam has approximately 1,000 software outsourcing and IT businesses with most
being small-sized businesses of 10-30 employees. There were 120,000 employees
working in software and IT services in 2011 which was a twenty-fold increase com-
pared to 2002 [3]. “In developed economies like the U.S. and European nations, IT
accounts for some 7 % of gross domestic product (GDP), while the figure in Vietnam
is less than 2 % [4]. Although behind the world figures for GDP the annual growth
rate was reportedly 25-35 % over the past 10 years for this industry segment [3]. Due
to this growth, the demand for IT specialists by outsourcers including IBM, Intel and
Apple in particular has far exceeded the supply. Many outsourcing companies have
been involved in global e-health technology development. These companies are gath-
ering the best graduates and experienced staff available in Vietnam and hence have
the experience, knowledge and skills to provide healthcare solutions for Vietnam.
The question is whether there are sufficient numbers of qualified Vietnamese to fill
the need.

To meet the need for skilled professionals the number of universities and colleges
offering a computing focused program has grown over the past 10 years. There are
currently 277 institutions with a total enrolment of 169,000 students, with 56,000
fresh students enrolling annually [3]. Whilst skills are becoming available, especially
in the area of mobile technologies, there is currently no identified opportunity to
specialise in health systems development or informatics. This is an obvious issue that
needs to be addressed if Vietnam is to take and maintain control of this important
public service sector.

19.3.2 Technology Adoption

Research suggests that mobile phones are the most widely adopted form of technol-
ogy in the world, including in developing countries. Data from Vietnam showing
that there are 143 mobile phones per 100 people clearly supports this claim. Of those
using mobile phones 30 % use their phone to access the internet and 35 % use it for
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Table 19.2 Mobile technology adoption [2]

Metric Value

Total domestic connection bandwidth 425,538 Mbps
Users per capita 35.58 %

Users 31,304,211
International connection bandwidth 346,997 Mbps
Domestic connection bandwidth 460,374 Mbps

Total VNIX network traffic 134,850,152 Gbytes
Dot VN active domain names 229,815

Allocated IPv4 addresses 15,551,232
Allocated IPv6 addresses 73,015,820,288/64
Total broadband subscribers 4,325,995

3G phone subscribers/100 people 8.5

3G service coverage 30 cities and provinces
Number of 2G/3G cell sites in the south west 7,100

social networking [1]. Data for fixed line internet access shows that only 8/100 peo-
ple across the world are connected and in Vietnam the level is much lower at 4.3/100.
There is a significant skew towards younger users with a reported 95 % of those
aged 15-24 having internet access of some form [1]. This is an important statistic
in the context of the research presented here as it has already been identified that
most health information comes from older members of the community and family
members, especially parents. The data on technology adoption suggests that these
are the people least likely to have access to current, clinically accurate (if the correct
sources are accessed) and appropriate information to counsel others with. Table 19.2
provides an overview of mobile technology adoption in Vietnam.

The reliability of Vietnamese networks has been evaluated as ‘suitable’. Testing
shows that metrics such as successful call rate and service availability achieve over
99 % and complaints are measured at less than 0.1 % with 100 % response rate within
24 hrs.

There are a number of government initiatives that aim to strengthen the
mobile/Internet technology context in Vietnam by 2015 including:

* The licensing of 4G services
* Ensuring 4045 % of households have a telephone and Internet access
* Providing mobile coverage to 90 % of the population

Since becoming officially connected to the global internet network in 1997 the in-
dustry has grown significantly to currently support 19 Internet service providers,
1,064 licensed websites and 335 social networking sites. 3G Internet users account
for 18 % of the population.

Vietnam is a good fit for the application of e-health technologies given that it
has reasonably good literacy rates as shown in Table 19.1, the number of University
technology graduates in the workplace is growing and there is a high level of tech-
nology uptake and reliability of infrastructure is good. Most importantly Vietnam
is experiencing a strong drive towards technology adoption and social equity with
other countries in the health domain.
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19.4 Barriers to E-Health

Given that early findings suggest that the foundations in terms of skills, technology
and connectivity are all either well developed or being developed, the question arises
regarding why we are not seeing e-health implementations in Vietnam. The reason
is a number of significant barriers including Vietnamese culture, lack of coordinated
international interest and investment and the physical geography of Vietnam.

19.4.1 Vietnamese Culture

As discussed in the section on the Vietnamese healthcare environment, there are
significant cultural differences to be considered when looking at any new healthcare
initiative especially one as innovative as e-health. Given the reliance on traditional
medicine and the low level of technology adoption by older Vietnamese there is
little prospect for successful implementation of a public e-health solution. Many
Vietnamese have little or no contact with the healthcare system or technology during
their lives so expecting a high level of buy-in is unrealistic. There is a similar story
with clinicians who have little in terms of formal IT training or experience. Clinician
input is critical to the development of any technology driven health system. Informed
input is the only way to have any confidence in a successful outcome. Untrained or
novice users cannot hope to fully engage or be able to influence technology design
decisions.

The Vietnamese culture, political system and history have led to a people who do
not feel comfortable questioning anyone in a perceived position of power, doctors
included. The following quote by a doctor in the cancer hospital is both a reason for
concern and a clear demonstration of the lack of empowerment patients accept.

If the patient is diagnosed with cancer, the doctor generally keeps it a secret from the patient.
The family is told first, and it is the family’s decision whether or not to tell the patient. .. .
Patients sometimes undergo treatment for prolonged periods of time without knowing the
real cause of their illness.

This leads to some significant barriers to the use of e-health solutions. If the patient
never knows what their diagnosis is, how do they know what questions to ask? How
do they find information to inform themselves? How do they comply when they have
no knowledge of what is being done and why? If they are not made aware of the
seriousness then expecting them to comply with an at home solution for example
will not succeed. Their first instinct will be to return to their family and care for them
in their usual manner, either nurturing or working. The extra burden of monitoring
or learning new technologies will not be integrated into their already busy lifestyle.

19.4.2 International Interest and Investment

There has been little investment in e-health in Vietnam. The RICE project is def-
initely the exception. Most projects have been concerned with preventing disease,
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vaccinating children and providing basic necessities such as clean drinking water.
Vietnam is a country that is evolving and in some respects is still third world and
raising the status of the country has taken precedence over other initiatives. These
foundational improvements are not questioned but they have been fragmented, ur-
ban focused and not whole of population initiatives. Without a level playing field the
divide between rural and urban healthcare may grow leaving rural areas even further
disadvantaged.

Until the early 1980s there was little open access to Vietnam and there are still
some perception problems from foreigners regarding access, business operations,
investment processes and research potential. There are also barriers with the Viet-
namese who are a proud people who want to maintain control over their country
and also do not understand how to attract overseas investment or work with western
attitudes and processes. This presents a critical barrier to progress in many fields,
health included.

19.4.3 Geography

Many large areas of Vietnam are inaccessible due to rough terrain and insufficient
transport infrastructure. Installation and management of mobile technologies and
relay stations is an almost insurmountable problem where the only access is by foot.
The key barrier to e-health implementation in this context is therefore infrastructure
enablement. Most infrastructure projects are managed and financed by external in-
vestors used to working in far different geographies. Little local expertise is used or
developed thus removing control from the Vietnamese people, increasing expenses
and lowering sustainability.

These barriers are not unique to Vietnam and have been met and addressed in other
locations such as Africa and Korea however they are not currently being managed
in Vietnam. These barriers must be reduced or removed before any investment of
time, people, technology or finance to e-health. Any strategy must ensure that these
issues are managed at the outset and consideration is given throughout the lifespan
of a healthcare reform program. Failure to do this will result in fragmented, divisive
solutions that cannot be implemented to solve the population health issues that they
could provide most benefit to.

19.5 E-Health Drivers and Opportunities

Although there are a number of barriers there are also many opportunities available
and a number of important drivers that provide motivation for developing a focused
research effort towards e-health solutions in Vietnam. These opportunities and barri-
ers will require input from internal and external stakeholders to provide momentum
and sustained progress.
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19.5.1 Opportunities

» There is a growing technology maturity and increased training options will build
skills capacity required to build e-health solutions. Vietnam needs help to realise
a higher state of maturity in health management and technologies and this will
require significant international expertise on the ground in the medium to long
term. This presents a number of opportunities for training providers and healthcare
technology mentors.

* The government is ready to invest and there is sufficient demand to ensure that
action will be taken, but it needs to be guided, cost effective, culturally sensitive
and sustainable.

* Thereis a government awareness of mobile solutions and technology driven initia-
tives and there is arealization of the potential for technology solutions to overcome
several of the biggest health issues facing Vietnam now and into the future. The
Health Ministry and clinical stakeholders will need expert input to design and
deliver measurable solutions.

» External investment and interest in the region and Vietnam in particular is in-
creasing. There are millions of dollars being invested in technology and health
projects. There is however a need for an integrated, unified approach to prevent
fragmented solutions and repetition as has been seen in the past. There is also a
need to have a defined focus on e-health strategies and technologies as they offer
a feasible solution to a number of endemic issues.

These opportunities demonstrate that Vietnam has likely reached a tipping point for
e-health. There is investment potential and key stakeholders are realizing there are
solutions to critical health issues but there is currently no roadmap or strategy to
progress.

19.5.2 Drivers

e The current healthcare model is clearly failing and some method of providing
broad scale health improvement programs, chronic disease management outside
of the hospital system where possible and public health monitoring is critically
important.

¢ Internal migration from rural to urban areas means that there are condensed pop-
ulations that have open access to technology and broadband connectivity. It also
means extra pressure on urban health services leading to a pull for innovative so-
lutions given that real estate is limited in terms of an ability to expand but greater
service provision is demanded.

* There is a defined government policy direction towards equity in healthcare but
the current situation is one of great disparity. Any solution that aims to create
more equitable access to healthcare and health information must be broad scale to
ensure that the gap between rural and urban healthcare services does not become
more endemic.
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Fig. 19.2 Strategic framework for e-health in Vietnam

The healthcare system in Vietnam is not sustainable in its current form and while
there is limited opportunity to expand hospitals or provide more beds, e-health pro-
vides a proven tool to take advantage of a number of these drivers and improve
healthcare provision for all Vietnamese as a result. E-health has been demonstrated
elsewhere to be able to outsource some treatment to community health providers
and to be an important tool in preventative health programs to reduce the burden on
an already overstretched system. These opportunities and drivers should inform any
future national e-health strategy.

19.5.3 Strategic Framework

A number of success factors and enablers have been identified that will influence
and guide future progress in Vietnamese e-health research and developments. These
constructs are the foundations upon which a strategic framework for e-health solu-
tions in Vietnam have been built. This strategic framework is shown in Fig. 19.2.
Standardisation, sustainability, education and funding are the most critical factors
to consider and must be the measures of success for any initiative. These measures
can only be achieved by a collaborative, international engagement by experts across
a number of domains including technology, commerce, public health, government
and education. Whilst international collaboration is vitally important it must include
Vietnamese representatives at all levels to ensure long term support and sustainability.

As discussed in this paper, any solution must be implemented within the specific
cultural and political environment that Vietnam presents. Achieving, sustainability
and population support will require large scale education from three angles:
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* To inform the general Vietnamese population on the technology, benefits and
personal impact of e-health

» To increase the skills and knowledge of Vietnamese technology developers and
managers

* To inform external parties of the Vietnamese environment and technology
landscape.

Only with empowerment of the Vietnamese people through education can there be
an accepted, comprehensive, sustainable solution to any issue in any domain.

Vietnamese technology and health graduates are trained in global skill sets. Viet-
nam is at a level of low maturity, however for change to be sustained they must adhere
to global standards for health and technology developments. The Vietnamese are a
proud people that are ready to move forwards and embrace the best the world has
to offer however they have generally had little opportunity to demonstrate what they
have to offer or be exposed to standards and healthcare technologies. Any external
collaborator must be ready to be open and transparent in all communications and be
ready to enforce global best practice and standardized tools and methodologies to
ensure long term maintainability.

Significant funding will be required to provide a solid base upon which to develop
wide scale solutions. Too often small projects have been implemented with minimal
impact then have no strength to be maintained or extended overtime. The healthcare
issues raised in this paper are widespread and require national attention. Little will
be achieved in terms of population health or e-health acceptance by further small,
localized attempts at proving the concept is of value. For real progress to be made
it must be a focused approach with collaboration across geographic boundaries and
skill sets with local and international funding.

19.6 Conclusion

Vietnam is a country experiencing a period of economic and social transition fol-
lowing a time of prolonged unrest and stagnation and its embrace of the technology
age where its people are learning to live with new found freedom, peace and com-
parative wealth. It is a country offering many opportunities both to its own people
and overseas interests. It has a complex cultural context that informs everything that
occurs, including healthcare. There is a trend is towards greater investment in Viet-
namese Health initiatives and technology but little expertise in actually delivering
innovative, technology driven solutions. Collaboration between internal and external
stakeholders is seen as a critical factor for the future of e-health as it is not a well
understood concept in Vietnam.

This complex environment presents both barriers and opportunities and significant
investment has been made in both research and infrastructure projects although there
has been little directed towards e-health research. A major limitation to progress
is that there are no national solutions, no consensus on direction and little local
expertise, strength or strategy. A high level strategic framework has been developed
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that highlights the following critical activities to promote progress and facilitate
future success:

Develop and promote a centralised, co-ordinated effort to identify research
opportunities rather than follow a fragmented, narrow focused approach.

Have a coordinated internationally funded strategic approach. This will reduce
the reliance on a single source of funding and ensure program longevity.
Implement and manage a structured, strategic approach to solutions development
instead of a trial and error, isolated attempt by those who enter the country, test
an idea and leave or do not gain the support they require for continued research
and hence have their work curtailed.

Apply and monitor internal control and external collaboration. The Vietnamese
must be an integral part of any project team at all levels and must be empowered
to ensure projects are implemented, championed and sustained in a culturally
sensitive way. External collaborators are required to ensure rigor, global standards
and sufficient expertise is applied.

There should be a ubiquitous solution to health research. Too much work only
solves part of a problem or benefits a very small subsection of the population and
little measurable value is delivered. This creates reluctance for further investment
and leaves projects with an unfinished or low impact outcome.

The building blocks required for successful e-health implementation are available and
have been tested around the world. The technology platforms, skills and infrastructure
to support e-health are available in Vietnam. It is now time to create a positive
environment and develop global collaborations in which to plan to build and test
broad scale e-health solutions in Vietnam for the benefit of all Vietnamese people
and South East Asia as a whole.
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Chapter 20
Chinese Companies Enter the German Market;
But are the Germans Prepared?

Rainer Lisowski

Abstract Germany is Europe’s most populated country and it is actual locomotive
for growth. The Germans have a positive image in China. However, this appreciation
is not mutual. Various polls indicate that Germans are reserved concerning China’s
rise; some even dislike outward foreign direct investment (OFDI) from Chinese
Companies flowing to Germany. Nevertheless, Chinese investments in Germany will
accelerate in the near future; already it increased from 600 million € 2 years ago to
more than 800 million €. Experts predict a further massive increase. Asian OFDIs in
Europe will be an integral part of the Asian Century, transforming the host countries,
just as western OFDIs changed Asia during the last decades. This article analyses
the German “China readiness” in the field of public economic policy at a local level.

20.1 Dynamic Asia—Sleepy Europe

Asia is growing. It is quite simple to track this development, if you take a look at
Asian Cities. Shanghai’s Pudong for example just 21 years ago was a peripheral
suburb with buildings that seldom rose beyond four or five stories. Less than a
generation later large skyscrapers mark the scene, visually engraving a vivid history
of economic success and large sums of money pouring into the country from all over
world. Massive funds from everywhere have been attracted by a prosperous outlook
on the future in Asia. Not only in Shanghai, also in Singapore, Kula Lumpur and
other Asian Cities.

In Europe we will not find such a development. Even countries and cities
that are doing extraordinary well (like London or Barcelona) cannot match the
pace of their Asian sisters. If we take a look into the IMF-statistics, the picture
becomes even clearer: Germany—Europe powerhouse right now—contributed to
World-GDP-growth in 2012 with 0.3 %. China in contrast contributed to stunning
37.4 %. Given the assumption that no disruption occurs, the next century truly will
be the “Asian one”.

Is this a new development? Probably not so much. The late economist Angus
Maddison from the University of Groningen (Netherlands) calculated that for more
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than eighteen of the passed twenty centuries, a combined China and India have
contributed with more than 50 % of the world GDP. So, “the past two centuries of
Western domination of world history are exception, not the rule, during 2000 years
of Global history.”[1]. So maybe the world is just swinging back into it’s ‘natural
balance’ after two centuries of unexpected Western predominance.

However, this development will have a large impact—on Asia, as on the West
as well.

20.2 Asian Investments will Change the West

Western Investments have changed Asian Countries during the last three decades. The
impact of this development can be seen across Asia, not only in cities like Singapore
or Shanghai, where a multi-national, western influenced atmosphere and business
culture has developed.

The “Westernization” of different cultures has been an academic topic for years.
Buruma and Margalit worked out, that fear about the “westernization of culture”
(often a homonym for ‘Americanization’) has been a topic for years around the
globe.

What we will observe in the near future is the impact of the Asian Century on
western countries. A large part of the original “Westernization’ of Asian culture has
been introduced by foreign investments: Western products, western Management
styles, Western culture and soft power. During the next 10-20 years, we will experi-
ence a development into the opposite direction. As more and more Asian companies
go out and become global players, they will export their values and culture with them
as well.

A good example is China: Although large parts of the country remain underde-
veloped, more and more Chinese companies become economically involved abroad,
buying foreign companies or founding foreign bases. The Chinese Central Govern-
ment supports and fosters this development, proclaiming the EHZE zou chu qu
(‘going out’) strategy. Only recently a Chinese official in a conversation with me
coined this development to a good phrase: “Right now, whole Europe is on sale. And
we will buy.”

Chinese Investments in Germany already expanded massively during the last
20 years. From 1990 to 2009 they rose from 70 million € to more than 600 million €
in 2009. This equals a steady increase of 14 % a year. Concerning to experts, Chinese
OFDI in Germany will rise above 2 billion € within the next 7 years.

20.3 How German Cities Prepare for the ‘Asian Century’

In the end, all investments are local. Each company has to evaluate any given micro-
location regarding it’s strengths and weaknesses. And in international—even more
in cross-cultural—investment decisions support for investors by local government
is one important indicator that has to be checked first. So, we wanted to know, if
German Cities show any kind of effort to prepare for and to attract investment from
the Middle Kingdom. The results are quite interesting, see Fig. 20.1
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Table 20.1 Chinese OFDI in

Year OFDI from China in Germany
germany (1990-2009)

(Source: German Federal OFDI in million € Change in million € Change in %
Bank 2011) 1990 70 _ _

1991 79 9 12.9
1992 106 27 34.2
1993 144 38 35.8
1994 123 —-21 —14.6
1995 124 1 0.8
1996 125 1 0.8
1997 186 61 48.8
1998 148 —38 —204
1999 129 -19 —-12.8
2000 157 28 21.7
2001 177 20 12.7
2002 153 —24 —13.6
2003 156 3 2.0
2004 191 35 224
2005 235 44 23.0
2006 328 93 39.6
2007 444 116 35.4
2008 564 120 27.0
2009 613 49 8.7
Average change in % from 1990 to 2009 14

Asia became the second most important region for sistership agreements, straight
after Europe. We discovered that sixteen out of Germany'’s fifty biggest cities employ
a special ‘China Desk’; 54 % of these employ at least one person working full-time
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Fig. 20.1 Twinning Agreement of Germany’s fifty biggest Cities. Development and status-quo
2013
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on China-related issues. And German cities also developed a new kind of ‘strate-
gic partnerships’. We analysed several cities in detail. Among the most interesting
cases was the relative small City of Oldenburg EREEM), who's Mayor Gerd
Schwandner recently has been awarded honorary citizen of Chinese city, an honour
given only to half a dozen German people. Oldenburg’s China Desk, headed by native
Chinese Wei Zuo developed a so called ‘four track’ strategy, using science, culture,
economy and exchange on an administrative level to create ties between themselves
and six Chinese Counterparts.

To sum it up, our impression is that the administrative branches of German Cities
are quite active to connect themselves with China and thus prepare for the Asian
Century yet to come.

But what about the political branch? German cities traditionally are self-governed
(“Kommunale Selbstverwaltung’), which means, that a directly elected Mayor—
who generally is the most powerful political figure because he directly controls the
administration—is checked by a local parliament. Parliament seats are usually taken
by voluntary politicians (“Hobbypolitiker”), meeting once a month or less frequently.
Nevertheless, they play a vital role in formulating municipal policies.

We wanted to know: What do party politicians and members on a local level think
about Chinese Investments and China in general?

20.4 The case of the Christian Democratic Union (CDU)

The Christian Democratic Union is the predominant party in Germany’s electoral
system. Except two elections (1972 and 1998) it has been the strongest party in all
elections to the German Federal Parliament (Bundestag). For 44 out of 64 years
the German Chancellor was a Christian Democrat, this means more than 2/3 of the
history of the Federal Republic of Germany has been ruled by Chancellors from the
CDU. Reason enough for us, to start our analysis with this party in Spring 2013.

20.4.1 Acknowledging the Asian Century to Come—But
Disliking it

First of all, we asked CDU party members if they think that China will become more
influential in the future. Of our participants, 99 % think so. Almost 40 % even believe
that in the near future China will become the most important country of the world
(Fig. 20.2).

Anyhow, only 16 % have a positive perception of China. Almost half of the
participants of our survey regarded China’s image as negative.

This gloomy picture becomes clearer, when we go into more details.
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Fig. 20.2 China’s image
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20.4.2 China vs. the U.S.: The lack of Trust Worthiness

What if China was a person? What would her perception be like within the CDU?

We asked our participants to rate China concerning these items: Sympathetic,
trust worthy, egoistic, influential, innovative, good reputation, Nation with culture
(Fig. 20.3).

To get a more meaningful picture, we asked participants to do exactly the same
for the United States. The reason is quite simple: The CDU under it’s first chancellor
Konrad Adenauer established the deep-rooting ties modern Germany has with it’s
Western Allies (“Westbindung”), especially the United States.

Interestingly, both large powers are regarded as similar in aspects as “influential”
or “egoistic” (as if Germany was not)

20.4.3 Sceptic About Chinese OFDI

Does this general perception have an influence on the way CDU party members see
investments from an Asian country?
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Question: What do You think about Chinese Direct Investments in Germany?

Presumably yes. At least the question whether Chinese investments are positive
or negative splits the entity of all participants into two halves: 46.3 % regard this
trend as being negative and 41.1 % think this is a positive development (Fig. 20.4).

In other words: Chinese companies generally invest almost 30 million € each year
in Germany. These investments help to save or increase jobs and prosperity in
Germany—but the ‘help’ from abroad is anything but welcome.

The situation within the CDU concerning a negative Chinese image heavily re-
flects the general situation in the German public. From representative polls we know
that most Germans are sceptical towards China’s (and Asia’s) rise—and even towards
Chinese investments in our country. What can be done to convince people—either
party members or the general public—about the positive aspects of the Chinese and
Asian rise?

20.5 What Can be Done to Better Prepare for the ‘Asian
Century’?

20.5.1 Strengthen Ties on a Municipal Level.

Our survey on the CDU indicates that party members expect their CDU-Chancellor
to criticise China more often. However, they also believe that municipalities should
strengthen their ties with Chinese cities for mutual benefit of the citizens. In other
words: people seem to expect politicians on the national level to be critical against
China but to do more to connect the municipality with it’s Chinese counterparts. So,
City-to-City liaisons could be a kind of “Trojan horse” to make people in Germany
feel more comfortable with China (see graphics) (Fig. 20.5).
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Fig. 20.5 How public Authorities should behave regarding China—on a national and local level

20.5.2 Communicate Contemporary Asian Success Stories—Apart
Jfrom Culture.

As mentioned above, the CDU party members very well realise that China is a nation
with culture. To promote a more positive view on China, the Chinese Embassy, as
well as other official bodies very often highlight the 5,000 years of Chinese history.
Our survey indicates this might be the wrong strategy: People already know about
China’s long and honourable history. Anyhow, this perception does not relate into
a more positive view on China in general. We think that the time might has come
to publish different stories on China in specific and Asia in general. Stories about
successful transformation of Asian societies. From poor, rural societies to urban
middle-class dominated ones.

20.6 Summary, Discussion and Results

During the Asian Century we will see more and more OFDI from Asia to Europe.
This development will have a mutual benefit—and it will change Western societies
exactly in the same way that western commitment has changed Asia.

Public authorities in Germany and elsewhere in Europe will do more to market
investment opportunities and to attract OFDI from Asia, especially from China. Until
now, responsible politicians fail to convince their own followers on the positive as-
pects of this trend. Public opinion in Germany still is quite hostile to increasing OFDI
from China. Especially the media often depicts the Middle Kingdom negatively.

And politics? In the case of the CDU party members we have monitored that
scepticism can be attributed to a lack of trust due to a lack of knowledge. Two
necessary actions should be taken: (1) city-to-city liaisons between Asia and Europe
should be fostered. Cultural aspects and exchange should be used in the future as
they have been a bridge to mutual understanding in the past. Nevertheless, additional
stories should be told to the European audience: About Asian values, about positive
developments like rising wages and the massive growth of middle class households
across Asia. Also political successes should be explained: Asian societies live in
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relative personal freedom, stability and peace. The West should learn more about
this. Maybe it will lead to more Asian ‘soft power’ in the world.

20.7 Our Methodology

In Spring 2012 we did some research on the “China Strategies” of Germany’s fifty
biggest Cities. The backbone of our research then were in-depth, qualitative inter-
views with officials representing some cities of the survey. From April to May 2013
we conducted an online-survey within three regional branches of the CDU in the
state of Lower Saxony. Out of each branch, three local chapters were selected due
to their spatial structure: Three urban branches, three suburban branches and three
rural branches. 432 people opened the questionnaire, 192 people filled in at least
one question. Until now, we only conducted our descriptive statistics.

Acknowledgement I would like to thank my research assistant Marian Duram for his support in
conducting the two studies mentioned above.
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Chapter 21
Lower the Interest Burden for Microfinance

Carrie Lui, Insu Song and John Vong

Abstract MFIs have a high interest rate burden due to the small amount per trans-
action of microcredit and inevitably high operating cost per transaction. To ensure
financial viability and to expand the depth and breadth of their operations, MFIs
have to adopt cost recovery interest rates on microcredit, hence, MFIs have to charge
interest rate high enough, usually substantially higher than the bank loan risk free
interest rate. The major factors determining the interest rate on microcredit are the
cost of funds, operating costs, loan loss cost and capital for business expansion. To
illustrate the impacts of the above factors on interest rate, we present a summary of
the current cost structures of microfinance institutes (MFIs) in three Southeast Asia
countries, Cambodia, Vietnam, and Indonesia. Then, we review existing studies for
the roles of mobile technologies for lowering the interest burden.

21.1 Introduction

Access to reliable and affordable financial services such as savings, credit, payments,
transfers, and insurance are vital to manage daily lives in modern economy [1], yet
over half of the world population are still unbanked. Chaia et. al. [2], CGAP [3]
and Ardic et. al. [4] suggested that as at the end of 2009, 2.75 billion people (56 %
of the global population) do not have access to formal financial services. A recent
survey of 150,000 adults aged 15 and above in 148 different economies conducted
by World Bank reported that over 50 % of the respondents did not have any account
at any financial institutions. While 89 % of adults in developed countries have access
to financial services, it is only 41 % in developing countries.
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For the unbanked, poverty (no cash on hand), relatively high costs associated
with accessing banking services, and inconvenient locations (due to long distance)
of branches are reported as the major reasons for not using any banking services. A
third (approximately 800 million people) of the unbanked population in Asia, who
are in the lowest income category (i.e. living on under $ 5/day), simply cannot afford
the high costs of commercial banking services. For commercial banks, providing
banking service in these low-income communities is very difficult. The main reasons
are high fixed costs of banking systems and the costs for running banking activities
(e.g., credit scoring and lending) required by commercial banks. Some commercial
banks also hesitate to invest in these markets due to lack of confidence and to avoid
supporting potential future competitors. The mechanism to provide a self-sustainable
business model to serve these markets continues to be a challenge.

In the last few decades, many MFIs have emerged to provide financial services
and microcredit to the unbanked sector. For example, solidarity lending and village
banking pioneered by Grameen Bank [5] in Bangladesh, KWFT (www.kwft.org)
in Kenya, WING in Cambodia (www.wingmoney.com) [6], and many others. It is
believed that microfinance is an effective instrument to alleviate poverty by providing
financial service, particularly microcredit and savings accounts to the low-income
individuals and microenterprises [7, 8].

Even though microfinance began in Bangladesh in the 1970s, after 30 years, there
are still half of the population in the world was still outside the reach of MFIs.
Majority of existing microfinance solutions are operated on labor-intensive business
models that involve posting transactions from one ledger to another manually with
paper systems. These not only pose a substantial challenge for these MFIs to scale
fast enough to serve the huge demand of the unbanked population, but also create
difficulties to be accounted for legitimate activities and frauds. In particular, the
substantial portion of operating costs is due to manual labor. Credit officers have
to maintain frequent contact and close relationship with customers to enforce loan
contracts and to control risk of lending as the MFI customers can not provide collateral
or credit histories. Operating costs are inevitably high for each loan transaction as
well. Therefore, MFIs charge much higher interest rates than banks to ensure the
permanence and expansion of the services without ongoing needs of subsidies from
donations. The global average loan interest rates of MFIs is around 35 % [9]. The
high microcredit interest rates have been heavily criticized and a number of countries
have legislated interest rate cap on microcredit. In summary, for MFIs to scale fast
enough to serve the huge demand of unbanked population and maintain financial
sustainability, they require new business models and innovations to lower the interest
burden by (1) lowering the operating cost, (2) accounting for legitimate activities and
frauds, (3) lowering or mitigating risks of microcredits.

This study aims to understand the causes of interest burden of MFIs and discusses
the roles of mobile technologies and financial market innovations for MFIs to lower
the interest burden. To illustrate the impacts of the different factors on interest rate,
we present a survey of current cost structures of microfinance institutes (MFIs) in
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Southeast Asia. Then, we review existing uses of mobile technologies for lowering
the interest burden.

21.2 Impacts of Costs on Interest Burden

For MFIs to be financial viable, they need to use their loan interest income to cover
the operating costs which comprise of cost of funds, loan loss expenses, and other
operating expenses (e.g., equipment and wages):

Income > Cost of funds + Loan Loss expenses + Operating expenses  (21.1)

Lowering interest burden would require lowering one of the three components on
the right side of the equation. In this section, we will discuss how these components
may affect interest income of an MFI. Financial information on MFIs is drawn from
the database of the Microfinance Information Exchange (MIX). Not all MFI report
to MIC, but those that do currently over 2000 MFIs worldwide in 110 countries. We
use the adjusted financial information of these MFIs to compensate for the effect of
any subsidies they receive and, thus, try to present a picture of what the industry
would look like if they had to pay market costs for all of their resources. We present
the cost structure of MFIs in three Southeast Asia countries: Cambodia, Vietnam
and Indonesia. We collected a dataset that includes 58 MFIs that report their results
to MIX for 2011. 9 out of the 58 MFIs have a negative net income after taxes and
before donations; hence they are not financially viable. They are excluded from this
analysis. Among the 49 financial viable MFIs, there are 15 from Cambodia, 21 from
Vietnam, and 14 from Indonesia.

In looking at interest rates, we use percentage of income from loan on gross loan
portfolio (GLP), which is the total amount that cash borrowers pay the MFI during
a period for interest and fee from loan divided by the average outstanding GLP over
the same period. Figure 21.1 shows the minimum, 25th percentiles, medians, 75th
percentiles and maximum interest and fee incomes of MFIs as % of GLP. The values
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Fig. 21.2 Costs and taxes as percentage of income from loan for 2011

range from 16.7 to 37.97 % in Cambodia, 10.33 to 28.74 % in Vietnam, and 17.77 to
83.09 % in Indonesia. During the same period, the average risk free interest rates in
these countries are 1, 9, and 6 %.

To investigate the factors related to the interest rate of MFIs, we look at the
different costs and taxes of MFIs as percentage of income from loan. Figure 21.2
shows the minimum, 25th percentiles, medians, 75th percentiles and maximum (a)
cost of funds, (b) loan loss cost, (c) operating cost, (d) profit and (e) taxes of MFIs
as % of total income from loan during 2011.

The costs of funds as percentage of income from loan for the MFIs are relatively
high with medians of 25.43 % in Cambodia, 13.4 % in Vietnam and 27.37 % in
Indonesia. The high cost of funds as percentage of income from loan may due to
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MFIs have to pay more expense interest rate to borrow capitals to fund their loan
portfolios; however, compared with commercial banks, MFIs tend to have less of
their loan portfolio funded by liabilities. Another possible reason for this may due to
poor liquidity management for MFIs, MFIs may tend to keep more cash in hand for
liquidity risks.

Loan losses due to microloan default have relatively little effect on MFI interest
burden, loan loss as percentage of income from loan for MFIs have medians of 0.01 %
in Cambodia, 0.76 % in Vietnam and 1.17 % in Indonesia. MFIs usually have default
rate well below those of commercial banks in their countries. MFIs with too low loan
loss rate may be too risk-averse in their selection of borrowers, which may dampen
the reach of MFIs to the poor.

Substantial portion of MFIs income from loan goes to pay operating costs. This
becomes the major factor of high interest burden for MFIs. Operating cost as percent-
age of income from loan for MFIs have medians of 49.28 % in Cambodia, 53.28 %
in Vietnam and 47.21 % in Indonesia. There are a large range of factors that affect
operating costs of MFIs, including loan size, scale of MFIs, client location and den-
sity, communication and transport cost, type of loans, office and equipment costs,
and salary levels. Lower operating cost of MFIs will lower the interest burden of
MFIs considerably.

Profit has a mild effect on interest burden on MFIs. Profits as percentage of income
from loan for MFIs have medians of 17.06 % in Cambodia, 32.67 % in Vietnam and
19.61 % in Indonesia. Making profit from microfinance is controversial, as MFIs are
viewed as a service to the poor, not as a profit making opportunity. However, one
may argue that profit of MFIs can attract more investment in MFIs and allow more
rapid outreach of MFIs to the poor with the capital to expand their operations.

Taxes have very little effect on interest burden on MFIs. Taxes as percentage of
income from loan for MFIs have medians of 4.47 % in Cambodia, 0.00 % in Vietnam
and 2.99 % in Indonesia.

In summary, to lower the interest burden of MFIs, efforts should be focus on
lowering the cost of funds, lowering the operating cost and lowering the capital
required for business expansion for MFIs.

21.3 Mobile Technologies for Microfinance

Innovations can bring significant changes in the ways people participate in banking
services. In the past decade, the use of mobile phones to provide financial services
across developing countries has been one of the most remarkable technology stories.
The International Telecommunications Union (ITU) reported global mobile phone
subscriptions accelerating from 2.2 billion in 2005 to over 5 billion in 2011 reaching
86 % of the total global population and 79 % of the total developing world population.
This phenomenon is set to grow to 6.8 billion by end 2013 [10]. Mobile banking is
believed to be one of the important drivers to enable large scale and sustainable
microfinance for the poor [11].
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Various terms have been introduced in the past for mobile banking, such as
“Mobile Phone Banking” or “Mobile Money Services” [12, 13]. Examples mo-
bile banking systems include Sybase mCommerce 365 by SAP [14] and DELL
Mobile Banking and Payments [15]. Many studies regarding mobile phone-based
banking have been done recently for developed countries for accessibility for people
with disabilities [16], security and trust issues [17], public perception and attitude
[18]. However, most of the existing banking systems supporting mobile phone-based
banking, such as Sybase mCommerce 365 by SAP [14], DELL Mobile Banking and
Payments [15] are targeted at developed countries and therefore would incur ad-
ditional overheads on top of the existing banking systems. Either adopting these
off-the-self solutions or develop their own, MFIs will need to have adequate bank-
office information systems. In many cases, deploying the technical solution is time
consuming and expensive. For examples, Opportunity Bank and XacBank, a micro-
finance bank in Mongolia, invested even at least US $ 100,000 to upgrade their core
banking system, before developing its own m-banking service [CGA 2010]. While
most believe that mobile technologies could be used to reach more low-income cus-
tomers at a lower cost, yet in majority of the developing countries, there is not
yet a self-sustainable, low cost mobile banking solution that micro-banks can fully
leverage.

21.4 Conclusions

In this study, we shows that among all costs of MFIs, operating cost is the most
important determinants of interest burden for MFIs in Cambodia, Vietnam and In-
donesia. In order to lower the interest burden for these MFIs, we believe that a new
banking model integrating mobile technologies and financial market innovations is
required. We illustrate that future research effort could using affordable mobile tech-
nologies to lower operating cost of MFIs considerably and help to increase the reach
of MFIs to the poor with lower capital required.
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Chapter 22

Environmental Performance Measurement
and Evaluation for Manufacturing
Organizations: A Review and Reflection

Parag Sen, Pradip Kumar Ray and Sadhan Kumar Ghosh

Abstract Sustainability in manufacturing, being one of the key characteristics of
any kind of manufacturing system, requires an approach of environmental manage-
ment practices as a proactive approach for improving performance of processes and
products. Establishment of an environmental performance measurement system in
this context is essential for management and control of various kinds of resources
and processes in use and their impact on external environment on a continuous
basis. This ensures sustainable business performance in long term. In this paper,
several existing approaches of environmental performance measurement systems
are critically appraised which may be required to develop a comprehensive and in-
tegrated generic framework for evaluating the environmental performance of the
manufacturing organizations.

22.1 Introduction

Sustainability has increasingly become important to business research and prac-
tice over the past decades as a result of rapid depletion of natural resources and
concerns over wealth disparity and corporate social responsibility. To achieve sus-
tainable development, environmental performance measurement has been the focus
of considerable attention over the last few decades. The evaluation of environmen-
tally conscious manufacturing programme is similar to many strategic initiatives
and their justification methodologies [1, 2]. The manufacturing sector, which lies
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at the core of national economy of any country, must be made sustainable in or-
der to preserve the high standard of living achieved by industrialized societies and
to enable developing societies to achieve the same standard of living sustainably.
The ecological and environmental issues play a key role in manufacturing sectors
for sustainable engineering and management. Global and domestic environmental
laws, rules and regulations are forcing many organizations to adopt green manu-
facturing and green supply chain management practices considering the aspects of
recycling; reuse; environmental impacts of all functions, and business processes and
products.

22.2 Existing Environmental Performance Measurement
Systems in Manufacturing Industries

There exist many approaches of environmental performance measurement (EPM)
which may be broadly classified under two categories: direct and indirect ap-
proaches. Whereas direct approaches are directly related to environmental pollution
measurement and controlling the processes, indirect approaches are those dealing
with controlled resource utilization and proper selection of methods and suppliers,
indirectly leading to environment-friendly ecological performance.

22.2.1 Direct Approaches

The existing approaches in this category may be grouped under eight classes,
viz. integrated pollution control; intelligent and information based environmen-
tal management; environmental innovation management and planning; life cycle
assessment and remanufacturability; environmental impact assessment; strategic
environmental assessment; environmental risk governance; and sustainability
measurement.

22.2.1.1 Integrated Pollution Control (IPC)

Goldstein et al. introduce a new methodology using integrated pollution control
(IPC) information generated European Union (EU)-wide, this approach should be
capable of cross- country extension. The methodology is tested on a sample of Irish
facilities in three sectors during 1996-2004. Preliminary results show its usefulness
in exploring the determinants of environmental performance at the sector and cross
sector levels.
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22.2.1.2 Intelligent and Information based Environmental
Management (IIEM)

Irish manufacturing SMEs are falling short of initiating formal environmental man-
agement systems and front of pipe technologies. Initial research by Burke and
Gaughran have identified and developed multi-stepped architecture, which could
be used to form an initial base for an EIMS. Kuo et al. presented IDEF (integration
definition) tool set which is applied to describe the overall operational workflow.
Butler contributes a theory building on the phenomenon of Green IT-enabled infor-
mation systems (Green IS), through its articulation of empirically based theoretical
propositions which employ conceptual mechanisms to explain how Green IS can
support organisational sense-making, decision making and knowledge sharing and
creation around the design and manufacture of Green IT.

22.2.1.3 Environmental Innovation Management and Planning (EIMP)

According to Sheng and Srinivasan integration of environmental considerations into
the part planning process occurs at two levels: microplanning (intra-feature) and
macroplanning (feature interaction). Microplanning involves the selection of pro-
cesses, parameters, tooling and catalysts to generate a single geometric feature.
Macroplanning involves feature interactions under resource constraints which may
have significant consequences in energy and waste generation, including precedence
relationships between features and clustering among common setups, tooling and
catalysts. Eiadat et al. illustrate ways in which an environmental innovation strategy
is itself influenced by significant environmental pressures, including government
environmental regulation, perceived importance of stakeholder pressures, and man-
agerial environmental concerns. Tseng et al. present the evidence of green innovation
practices and implications for operations management research and practices devel-
oping the following hybrid method evaluating the weights of the aspects and criteria
as by linguistic preferences and using an analytical network process with entropy
weights to evaluate the proposed framework.

22.2.1.4 Life Cycle Assessment and Remanufacturability (LCAR)

Brent and Visser propose an environmental performance resource impact indicator
(EPRII) to assess suppliers based on three simple operational parameters: water use,
energy use, and waste produced. By translating EPRII results per economic value,
it is shown that the operational expenditure on suppliers is not directly related to
the environmental burdens associated with supplied components. Xiaoyana explores
the design content for new products’ re- manufacturability, and builds up the evalua-
tion model of a used product’s remanufacturability, in which the remanufacturability
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index of a used product is the product of the technological index and the econom-
ical index. Chung and Wee investigate the impact of the green product design, the
new technology evolution and remanufacturing on the production-inventory pol-
icy, and develop an integrated deteriorating inventory model with green-component
lifecycle value design and remanufacturing. Branker et al. propose a machining
microeconomic model that can optimize machining parameters and include all en-
ergy and environmental costs. A survey of microeconomic machining cost models
is covered, with the result that a new cost model has been developed based on life
cycle analysis (LCA) methodology. Theoretical and actual experimental results are
used to illustrate the model’s implications with respect to carbon emissions and cost
sensitivity.

22.2.1.5 Environmental Impact Assessment (EIA)

An assessment methodology is developed by Choi et al. on the basis of the ‘material
balance’ of a process and the relationship amongst different processes. A case study
of the production of a toy train with twelve scenarios is performed to illustrate and
examine the assessment model showing that the number of components, the selection
of materials and processes, and recyclability are the essential factors to determine
whether the products are environmentally-oriented.

22.2.1.6 Strategic Environmental Assessment (SEA)

Cheng and Sheu suggest a new research model to examine the factors influenc-
ing the quality of strategies developed and implementation in inter-organizational
relationships in a green supply chain. Results show that opportunistic behaviour
and dysfunctional conflict decrease the willingness and damage efforts to establish
relationships to enhance the strategy

Quality for the green supply chain. According to Handfield et al., in order to
be successful, environmental management strategies must be integrated into all
stages of the value chain, which includes all of the processes spanning prod-
uct design, procurement, manufacturing and assembly, packaging, logistics, and
distribution.

22.2.1.7 Environmental Risk Governance (ERG)

Benn et al. (2009) developed a process-based approach by identifying five factors
(namely ‘sub- political” arena, key interests of and differences between stakeholders,
creating the ‘community of interest and dispute’ network, negotiating the deliberative
strategies and implementing the decisions) to governance of environmental disputes
that allows for the evolving nature of stakeholder relations in a highly complex multi-
ple stakeholder arena. Cong and Freedman conduct a study on the relations between
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corporate governance and pollution performance and disclosure were examined. The
primary findings of the study indicate that there is a positive relationship between
good governance and pollution performance.

22.2.1.8 Sustainability Measurement (SM)

Jayal et al. present an overview of recent trends and new concepts in the develop-
ment of sustainable products, processes and systems. In particular, recent trends in
developing improved sustainability scoring methods for products and processes, and
predictive models and optimization techniques for sustainable manufacturing pro-
cesses. Ricoh Group Sustainability Report reveals Comet Circle which represents a
sustainable society that recirculates resources. The Ricoh Group contributes to the
development of a recycling-based society by focusing on the five activities (namely
identifying and reducing environmental impact at all stages, putting priority on inner
loop recycling stages, promoting a multitired recycling system, more economically
rational recycling and establishing a partnership at every stage) to make the Comet
Circle work effectively.

22.2.2 Indirect Approaches

Although these approaches essentially do not directly deal with pollution control
methodologies and strategies, but results in environmental performance improve-
ment by reducing energy consumption; selecting green supplier; green marketing
and minimizing wastes. The existing indirect approaches may be classified into
three categories: such as namely energy management and carbon footprint reduc-
tion; green purchasing and green marketing; and lean engineering and management
practices.

22.2.2.1 Energy Management and Carbon Footprint Reduction (EMCF)

Fang et al. develop a new mathematical programming model of the flow shop schedul-
ing problem that considers peak power load, energy consumption, and associated
carbon footprint in addition to cycle time. Sundarakani et al. examine the carbon
footprint across supply chains and thus contributes to the knowledge and practice of
green supply chain management.

22.2.2.2 Green Purchasing and Green Marketing (GPGM)

Current studies indicate a need to integrate environmental management with manu-
facturing strategy, including topics like cross-functional integration, environmental
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impact, and waste reduction. Dangelico and Pontrandolfo develop a Green Option
Matrix (GOM), which characterizes green products and practices along different
dimensions. Liu et al. propose a new hub-and-spoke integration model to integrate
green marketing and sustainable supply chain management from six dimensions:
product, promotion, planning, process, people and project (called the 6Ps). A model
for evaluating green suppliers is proposed by Lee et al. The Delphi method is ap-
plied first to differentiate the criteria for evaluating traditional suppliers and green
suppliers. A hierarchy is constructed based on the performance of green suppliers,
considering the fuzzy extended analytic hierarchy process. With the proposed model,
manufacturers can have a better understanding of the capabilities that a green sup-
plier must possess and can evaluate and select the most suitable green supplier for
cooperation.

22.2.2.3 Lean Manufacturing (LM)

Diies et al. provide evidence suggesting that Lean is beneficial for Green practices and
the implementation of Green practices in turn also has a positive influence on existing
Lean business practices. Yang et al. explore relationships between lean manufactur-
ing practices and environmental management based on data from 309 international
manufacturing firms. The findings suggest that prior lean manufacturing experiences
are positively related to environmental management practices. Hajmohammad et al.
propose a conceptual model and results indicate that supply management and lean
activities provide means by which resources are invested in environmental practices.
The empirical analysis also confirms that the impact of lean management, and to
a lesser extent supply management, on environmental performance is mediated by
environmental practices.

22.3 Critical Appraisal of the Existing Approaches

While critically appraising the existing approaches, the following merits and
limitations (as given in the Table (22.1) of the existing approaches are worth
mentioning:

22.4 Conclusions

In this paper, the existing methodologies of environmental performance measure-
ment system have been classified under several criteria according to the available
EPM literature. The existing methodologies are critically appraised with their po-
tential merits and limitations. This may help to develop a comprehensive and
integrated generic framework for evaluating the environmental performance of the
manufacturing organizations.
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Table 22.1 Merits and limitations of the existing approaches

Approach Merits Limitations

categories

Direct (i) IPC has the advantage of taking into (i) Integrated and intelligent
account the effects of activities and manufacturing systems are very costly.
substances on the environment as a  (ii) Innovation management requires
whole, and the whole commercial proper training among the employees.
and environmental life cycles of (iii) The accuracy of a LCA study depends
substances when assessing the risks on the quality and the availability of
they pose and when developing and the relevant data, and if these data are
implementing controls to limit their not accurate enough, the accuracy of
release. the study is limited.

(i) IIEM can store important (iv) Experiments or tests for EIA may be
environmental data and can retrieve expensive.
as per requirement. (v) SEA has to deal with uncertainties

(iii) EIMP helps to develop innovative from a local up to global level, which
ideas and planning to improve the may occur throughout the course of
environmental performance. the strategic action.

(iv) LCA quantifies the emissions into (vi) To form a recycling based society for
air, water and land that take place in sustainable development may not be
every life cycle phase and detects acceptable for all the manufacturing
significant changes in the organizations
environmental effects between the
life cycle phases.

(v) EIA and SEA provide an opportunity
for the public to comment on a
strategic action before it is formally
agreed.

Indirect (i) To reduce energy consumption is a (i) Green purchasing may not be very
very good approach which can be fruitful method for the SMEs because
adopted by both large scale industries green products or raw materials may
and SMEs as well. cost more.

(ii) Green purchasing and green (i) Lean manufacturing may not be
marketing lead to increase green suitable for low-volume
competition which is very important manufacturers.
for green manufacturing. (iii) Cost of implementation of lean

(iii) Lean manufacturing helps to reduce manufacturing system is usually high.
the wastes which may lead to reduce (iv) Very often lean manufacturing system
the production cost. is not found suitable in the process

industries as there is no concept of
unit manufacturing.
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Chapter 23
Impact of Microfinance on Gender Equality
in Indonesia

John Vong, Song Insu, Rakesh Dhananjay Salian, Rui Xu, Rinu Kariath
and Kritchawan Bunyong

Abstract The empowerment of women micro entrepreneurs is necessary for the
holistic social-economic development of a nation. The aim of this paper is to address
the gap in the study of formal financial access to rural women micro-entrepreneurs
in Indonesia. This study will contribute further in the pool of academic resource for
micro-financing organisations intending to create formal financial products for this
niche market. Meta-analytic research methodology was employed to review relevant
literature, in order to assemble supporting data relating to women’s constraints for
access to formal micro-finance for women. As a result, a hypothesis was devised
that gender inequality is the underlying constraint for rural women entrepreneurs to
access formal microfinance. Evidential data was reviewed for factors pertaining to
gender inequality index, general and financial education status, and social-cultural
norms of rural Indonesian women. In conclusion, the authors found that gender
inequality issues require further attention by micro financers during the design pro-
cess of successful micro-financial products. In addition, relevant recommendations
were formulated such as aesthetic redesign of financial outlets, reduction in lead
time and costs for micro-financial transactions, and micro-insurance. Further re-
search is required to conduct a test of the generated hypothesis at the location under
discussion.

23.1 Introduction

Microfinance has been a life-saving tool for many households and has enabled them
to come out of poverty. It is said that almost half a billion poor people along with low
income groups have access to microfinance services in the world. Microfinance is
a “pro-poor” growth strategy where formal or informal financial services are deliv-
ered to those who lack access to credit and saving facilities. Microenterprises have
provided 60-80 % jobs in the developing economies [1]. This activity empowers
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the low income household entrepreneurs in a society [2]. Especially, women owned
enterprises play a vital role in societies far beyond contributing a job creation and
economic development [3]. There is significant importance of financial access to
women micro entrepreneurs. It has been statistically proven that there is positive
impact on children’s welfare from women micro-finance activities, than compared
to male micro-finance activities, which recorded insignificant or even negative effect
on the same subject [4, 5].

The development of microenterprises are considered to be instrumental in provid-
ing employment and raising the standard of living of poor people all over the world
[6], however Tambunan [7] concurs with contrasting research literatures that high
percentage of micro-entrepreneurial activity reflects high poverty ‘distress’, with
reference to Indonesia. Indonesia has been noticed to still counter with its poverty
levels in the rural areas. This may be evidential from the number of micro-enterprises
undertaken by poor households as they are “pushed” to take on activities to incur
their primary and secondary income. During Asian financial crisis in the year 1997,
micro enterprise activity in Indonesia absorbed the laid-off workers and presently it
represents 90 per cent of all Indonesian firms.

23.2 Literature Review

23.2.1 Women Micro-entrepreneurs

According to Tambunan [7], there is an up-rise in the positive international specu-
lation to the concept of women’s entrepreneurial participation. This has, especially
in rural areas, invoked interest among policy makers, academics, and practitioners
in Indonesia. It is essentially true in countries with higher levels of poverty that the
women seemed more to be ‘pushed’ towards entrepreneurship, far more than ‘pulled’
[3]. Davis and Abdiyeva in 2012 [3] found women to be confined to managing very
small enterprises, mostly microenterprise with less than 10 employees. This is fur-
ther supported with the similar cases in many countries such as Jordan, Botswana,
Kenya, Lesotho, Malawi, Swaziland, and Malaysia.

23.2.2 Banking Products and Services for Indonesian
Micro-entrepreneurs

IFC offers Advisory Services so that financial institutions can reach out more effec-
tively to women entrepreneurs. These services include: staff training, segmentation
or market positioning, strategic planning and product repositioning. It trains women
entrepreneurs in business management and planning, financial literacy, and elucidate
credit/bank application process. In 2010, as a part of Banking on Women program
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IFC had invested in Bank International Indonesia and has planned for many such
investments in the coming years [8].

A study conducted by Johar and Rammohan [9] states that there are informational
asymmetries in Indonesia. It states that before any discussion about the improvement
of credit facility or financial services, it is important to test the financial knowledge
and willingness of people to borrow. The analysis revealed interesting results—the
tendency to borrow is higher for women from female-headed households. Moreover,
a strong correlation was found between education level of women and the size of
loan received. It also states that social network albeit increases the chances of women
getting a loan, the education level decide the size of loan granted. During this study
they also identified that women’s borrowing activity is not affected much by money
lenders’ policies [9].

23.2.3 Constraints to Indonesian Micro- entrepreneurs

According to a 2009 report by United Nations Centre for Human Settlements (as cited
in Narain [10]), it was found that 75 % of women in the world were discriminated in
the formal and informal credit markets. It has been mentioned that there are various
constraints faced by small entrepreneurs in Indonesia. This may alter according to
region, sector or by the nature of enterprise. The constraints may enlist the lack
of capital, access to supply materials, access to relevant business statistics, lack of
marketing knowledge and product distribution [7].

23.3 Methodology

Literature search involved three keyword components. First, we searched over 60
electronic secondary data relevant to women entrepreneur, small business banking,
SMEs banking, new micro finance product development, women in business, women
literacy rate, gender equity index in Indonesia, women micro entrepreneurs in ru-
ral areas to discover published studies on the gender inequality women who were
unable to access to formal financing in rural area, Indonesia. Second, we examined
bibliography section from retrieved journals to find more study in the same context.
Third, we examined statistics of WIN strategic action plan in Indonesia to analyze
size of micro entrepreneur and propose micro financial products for women micro
entrepreneurs. We identified forty research papers that exhibited inequality of women
in Indonesia.

Meta-synthesis or qualitative meta-analysis was employed to envelop and syn-
thesize a number of qualitative researches under a specific field of study to gain
new knowledge [11]. As expected, majority studies showed that the inequity for
Indonesian women can be evaluated in part as based on inputs where women and
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men stand in regard to variable fundamental basic rights rather than outputs. Those
variable factors are educational attainment and culture norms that involved in the gap
between women and men. The evidence of data can conclude that the magnitude of
gender-based disparities in Indonesia has limited women’s opportunities to access
formal micro-finance.

The various literature reviews has led the authors to devise a hypothesis of the
following nature:

* Hypothesis A: Female Micro entrepreneurial activities in Indonesia have con-
tributed to the increase in female literacy.

» Hypothesis AO: Female Micro entrepreneurial activities in Indonesia have not
affected the female literacy statistics.

¢ Hypothesis B: Women Micro entrepreneurship has improved the female economic
contribution to the Indonesian rural families.

* Hypothesis BO: Women Micro entrepreneurship has not affected the female
economic contribution to the Indonesian rural families.

» Hypothesis C: The increase in women microenterprises in Indonesia has reduced
the gender inequality gaps.

* Hypothesis CO: The increase in women microenterprises in Indonesia has not
impacted the gender inequality gaps.

23.4 Recommendation and Implementation

There are various limitations in the ability of formal and informal sources of
finance. These limitations can exaggerate further in reference to the women micro-
entrepreneurs in Indonesia. Micro finance products would require relaxing the
collateral criteria and developing more evaluative tools to analyze loans and char-
acter of the women micro-entrepreneur. Second necessity is to devise a system to
prepare alternative plans if micro-loans were to default but nonetheless minimize the
administration expenses during the process.

Most banks offer a good range of micro financial products and services. However,
they still lack efforts in attracting women entrepreneurs from rural areas. Focus
areas for banks and financial institutions in relation with women entrepreneurs in
Indonesia:

1. Financial inclusion: provide easy access with minimum opportunity cost. Most
importantly, banks need to provide full range of services as customers would like
to deal with only one bank account for all their requirements. This can be followed
by minimized documentation process, female oriented services, and products.

2. Reduce informal finance dependency: Mobile banking reduces operational cost
by almost 50 %. Mobile banking created social inclusion among the rural popula-
tion in four major dimensions: consumption behavior, participation in economy,
political contribution and social network creations [12].
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3. Awareness of financial services: Financial institutions need to collaborate with
popular telecom services like Indosat and Telkomsel. For the payment and banking
transactions, customers can use only the cellular network; no Wi-Fi is needed.
This will provide access to majority of the rural women entrepreneurs as there
are about 180 million mobile subscribers in Indonesia.

4. Value added services: Networking seminars and business education sharing
workshops will provide an excellent platform for women entrepreneurs.

Micro women entrepreneurs’ communication financial centre: the platform between
micro women entrepreneurs and financial institution. Its purposes are change the way
women think about money and loan, creating more secure for their families and future
savings. Also, participant’s centric approach can change perception of women’s
status from inequity problem. In addition, produce media can influence financial
behavior. For example, the story based on low income women and topic of dealing
with households financing and money management embedded in the traditional story
lines of a soap opera. Hence, micro-financial institutions should provide service
tailored to the need of women that are affordable, convenient, sustainable concerns.

23.5 Conclusion

This paper has shown that women micro entrepreneurs face multiple forms of con-
straints, but they all assimilate from an underlying gender inequality in their country
of origin, Indonesia. With reason to believe that altering socio-cultural taboos is high
on the government’s agenda, the process will be time consuming and the rate of
change will be comparatively slow. While working around this short coming, the
opportunity for women micro entrepreneurs can be addressed by micro financiers.
However, the gender inequality issues should be their focus of attention during the
design process of successful micro-financial products. Therefore, there is potential
for further research possibilities to conduct the field test at rural Indonesian locations
to explore the hypothesis generated. This effort will empower the entrepreneurial
success of a developing country and help to alleviate its poverty levels, irrespective
of the various coercions from within the society.

References

1. Schreiner, M., & Woller, G. (2003). Microenterprise development programs in the United
States and in the developing world. World Development, 1567-1580.

2. Miyashita, Y. (2000, n.d.). Microfinance and poverty alleviation: Lessons from Indonesia’s
vil-lage banking system. Pacific Rim Law & Policy Journal, 147-149.

3. Davis, P. J., & Abdiyeva, F. (2012). En route to a typology of the female entrepreneur? Sim-
ilarities and differences among self-employed women. Journal of Management Policy and
Practice, 121-138.



206

10.
11.

J. Vong et al.

Pitt, M. M., Khandker, S. R., Chowdhury, O. H., & Millimet, D. L. (2003). Credit programs for
the poor and the health status of children in rural Bangladesh. International Economic Review,
87-118.

Cloud, K., & Panjaitan-Driodisuryo, R. D. (1999). Gender, self-employment and microcredit
programs: An Indonesian case study. The Quaterly Review of Economics and Finance, 769-779.
Singh, S. P,, Comer, S., Catlin Jr., C., Reynolds, R. G., & Sutanto, A. (1999). A profile of
microenterprises in rural Indonesia. p. 110.

Tambunan, T. (2011). Development of small and medium enterprises in a developing country:
The Indonesian case. Journal of Enterprising Communities: People and Places in the Global
Economy, 68-82.

International Finance Corporation. (2013). Banking on women. Retrieved from International
Finance Corporation—World Bank Group.

Johar, M., & Rammohan, A. (2006). Demand for microcredit by Indonesian women.
Department of Economics.

Narain, S. (2009). Gender and access to finance. Retrieved from World Bank.

Dubouloz, C. J., Chevrier, J., Ashe, B., King, J., & Moldoveanu, M. (2009). Conducting
qualitative metasynthesis research: Insight from a metasynthesis project. International Journal
of Qualitative Methods, 23-30.

Song, 1., & Vong, J. (2013). Affective core-banking services for microfinance. In Computer
and Information Science (pp. 91-102). Springer International Publishing.



Chapter 24

Market Reaction and Investors’ Behaviour
to Earnings Announcement: Evidence
from Indonesia Stock Exchange

Sandy Triady and Deddy P. Koesrindartoto

Abstract This study aims to evaluate the market reaction to the earnings, case in
Indonesia Stock Exchange. It is expected that many uninformed and irrational trading
happen around earnings announcement. Many studies suggest that the reason behind
these biases is an impact of under reaction and/or overreaction of investors’ behaviour.
We examined market reaction and also examined the investors’ trading behaviour;
categorized by foreign and domestic investors. The findings are divided into type
of earnings announcement, stocks with negative earnings announcements showed
no abnormal returns around announcement day. Conversely, stocks with earnings
announcement that have positive surprise showed the existence of abnormal activities
around announcement day measured by significant cumulative abnormal returns
(CAR). In this condition foreign investors have propensity to buy the stock after
the announcement, in contrast domestic investors do the opposite behaviourand they
tend to sell the stocks.

24.1 Introduction

In notion of efficient market hypothesis (EMH), market will react to any kind of
information instantly without any delay. In this hypothesis, stock price will represent
to all information right after the information is available [1]. Earnings announcement
is one of the valuable information and in efficient market, price will adjust to the
information quickly. Contrary with EMH, many studies had examined the effect
of earnings announcement to trading behavior. It showed many uninformed and
irrational trading around earnings announcement, which may create biases [2]. Many
studies suggest that the reason behind these biases is an impact of under reaction
and/or overreaction of investors’ behaviour. Several studies suggest that stock price
is under reaction to earnings announcement, otherwise several ones suggest the
opposite results; the stock price is overreaction to earnings announcement. Even
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though there are two opposite results but the main point of this phenomenon brings
the empirical proof to hold on the EMH.

De Bondt and Thaler [3] in their research suggest that investors have tendency to
overreact to information. It means that investors react disproportionately to new in-
formation related to the corresponding stock. This will cause the stock price to change
dramatically and this happen not for long period as the stock price will return back to
its fundamental value over time. Besides that, one of well-known notion about abnor-
mal pattern around earnings announcement is called Post-Earnings-Announcement
Drift (PEAD), this is an condition when estimated cumulative abnormal returns con-
tinue to drift upward (downward) after the positive (negative) result of earnings
announcement. Several studies showed that the drift is caused by under reac-
tion. This study wants to examine the Indonesian market related to return pattern
around earnings announcement and also investors’ trading behavior around earn-
ings announcement. Investors will be divided into foreign and domestic investors,
by examining investors trading behavior it aims to find which investors cause the
anomaly returns around earnings announcement. There is belief that foreign investor
is superior to domestic investor in term of ability to absorb information.

To examine the data, we use abnormal return as the main proxy in proofing the
existence of anomaly phenomenon around the earnings announcement and investors’
buy ratio as the proxy to examine the trading behaviour. This paper is organized as
follows: section 1 presents the introduction and also a short review of related theory
and also previous researches. The data and methodology is presented in Sect. 2.
Section 3 presents the main result, and the last section will present the analysis and
summary of the research.

24.2 The Data and Methodology

The main datasets for this research are return of the stocks, announcements date,
and volume transaction. All data are gathered from Indonesian Stock Exchange Data
Centre. We used 20 sample stocks in this research, the stocks were picked from LQ45
index randomly in period of 2007-2011. From these stocks, we got 257 earnings
announcements. The methodology used in this research is the standard event study.
We used daily data in the event window at twenty (20) days before and thirty (30)
days after the earnings announcement day. Day zero (0) is the announcement day.

Day
-20,-19,-18,...,-3,-2,-1,0,4+1,4+2,43,..., 4+ 28,429,430

This event study is used to examine the effect of earnings announcement on stock
prices by using abnormal returns as a proxy to differ the normal condition and
abnormal condition. To estimate these abnormal returns, we used market adjusted
model. The abnormal returns are defined as the difference between the stock returns
and the weighted-market-portfolio returns as Equ. (24.1).

ARj; = Ris — Ry 24.1)
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AR is the abnormal return of stock i on day 7, R;; is the stock i return on day ¢, and
R, is weighted-market-portfolio returns on day #. The daily abnormal returns do not
explain a lot about the event of interest. Furthermore, these abnormal returns must
be summed to get the aggregate for each event and it is called Cumulative Abnormal
Returns (CAR) [4].This CAR represents the performance of an investor portfolio
around the event window [5]. CAR is calculated using Equ. (24.2). CAR(#y,1,)
means the cumulative of abnormal returns over time period ¢, to ;.

]
CAR; (t1,12) = Y ARy, (24.2)

=n

Since this research wants to know the market pattern around earnings announcements,
we need the date when the earning is announced. Quarter earnings announcement
is used to represent the earnings announcement of each stock. This earnings an-
nouncement is divided into two categories based on the type of earnings surprise;
positive surprise and negative surprise. To determine the type of surprise we used the
three-day CAR(— 1, 4 1). If the three-day CAR is positive, it means the announce-
ments have positive surprise, if negative, it means the opposite. From 267 earnings
announcements, we get 124 earnings announcements with positive surprise and 133
earnings announcement with negative surprise. To examine the existence of abnor-
mal returns, it needs to do statistical tests (t-test) to proof that the abnormal condition
is significantly different with the normal condition. Besides abnormal returns, cu-
mulative abnormal returns (CAR) is also tested to proof that there is no abnormal
returns experienced by the investors because of trading decision made during the
earning announcements.

Hypothesis 1 : Hyp: AR =0 H;:AR #0
Hypothesis2: Hy:CAR =0 H;:CAR #0

To examine investors’ trading behavior we used volume transaction. Volume transac-
tion of investors is divided by four categories; foreign investors’ buy volume, foreign
investors’ sell volume, domestic investors’ buy volume, and domestic investors’ sell
volume. Using Equ. (24.3) adapted from Booth, we calculate the buy ratio of each
investor to know the propensity of their trading behavior, if the score of buy ration
is higher than 0.5, it means that the investor tends to buy the corresponding stock,
meanwhile if the score is lower than 0.5, it means the opposite action.

Buy Ratio.;; = & (24.3)

BUY,;; + SELL,;,

BUY,;; (SELL,;) is a buying volume of investor type x (foreign or domestic) for
stock i on day ¢ and then we use term of FBR as foreign buy ratio and DBR as
domestic buy ratio. Therefore, these two buy ratios will be test using paired-t test.
There is no significantly different between foreign and domestic investors’ behavior
if FBR and DBR have same value, hence we can form the hypothesis as follows.

Hypothesis3: Hy: wFBR = uDBR H, : uFBR # uDBR
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24.3 Empirical Results and Analysis

After examining the AR and CAR, we plot those variables to show visually the
reaction of Indonesian Stocks market to earnings announcement in event windows
of day — 20 to day + 30. Figures 24.1 and 24.2 shows the result.

From Fig. 24.1, it shows that there is a dramatical change of abnormal returns
in period around day — 3 and day + 3 both for positive news and negative news.
Therefore, Fig. 24.2 shows that the CAR also changes with the same direction with the
surprise before the announcement day and for positive news, it shows the CAR still go
upward after the announcement day indicating there is a post-earnings-announcement
drift but it seems the negative news To determine the reliable results, we examined
the statistical test and Table 24.1 shows the results. Based on the results, we rejected
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Table 24.2 Cumulative Abnormal Return (CAR) and T-Test Results

S. Triady and D. P. Koesrindartoto

Panel Day Positive news Negative news
CAR Sig. CAR Sig.
A (—20,—1) 1.73 % 0.055%** 1.28 % 0.138
(—=15-1) 1.66 % 0.057%** 0.13% 0.867
(=10,—1) 0.79 % 0.264 —0.28% 0.637
(=5-1 1.05 % 0.039%* —0.09 % 0.837
B (—L+1D 4.24 % 0.000* —2.70 % 0.000*
C (+1,+5) 1.58 % 0.006%** —0.20% 0.681
(+1,4+10) 1.72 % 0.013%** —0.20% 0.754
(+1,4+15) 1.86 % 0.021%** —041% 0.591
(+1,420) 2.06 % 0.021%** —0.71 % 0.370
(+1,+25) 2.46 % 0.0117%* —0.65% 0.507
(+1,+30) 2.63% 0.014%* —0.26 % 0.813
D (—20,+30) 5.75% 0.000* —0.04 % 0.975

*significant at the level 1 %, **significant at the level 5 %, ***significant at the level 10 %

the null hypothesis 1(Hy: Expected abnormal returns (AR) =0) for the period day
— 1 to day + 1 for both of news with the highest significance level (1 %). It means
that the expected abnormal returns are not same as zero. It is considered as the
market reaction to the earnings announcement and this reaction follows the earnings
surprise direction. For the positive surprise, the AR (— 1, + 1) will have positive AR,
so does the negative surprise. The returns direction after earnings announcement
looks different for two surprises. The returns direction of positive surprise tend to
still upward until day + 7, it indicates that the market under reaction to the news
because of the delay in absorbing the positive news. Otherwise, the returns direction
of negative surprise after the announcement days is in opposite direction for an
upcoming week, it indicates that the market is overreaction to negative surprise,
therefore the price will up as an price adjustment process.

We examined four mains event windows to capture abnormal or unusual activities
before, around, after earnings announcement, and all period as in Table 24.2. Panel
A shows the period of pre-announcement since 20 days before the day. It shows no
significant result of CAR for negative surprise, it means that there is no any unusual
activity before earnings announcement. Otherwise, pre announcement in positive
surprise shows significant results of CAR in same direction with earnings surprise,
it indicates news leakage about the information of earnings announcement before
the day because the CAR already started to increase since day — 20 and even more
significant in day — 5 with 1 % significance level. It means investors already take
some anticipation actions to get the expected abnormal return.

Panel B shows the reaction of market around the announcement day with signif-
icant CAR for both of surprise. Positive surprise results up to 4.7 % of returns at
the 1 % significance level and negative surprise results — 2.7 % of returns at the 1 %
significance level. The price impact occurred in these event windows in the strongest
impact of market reaction and it indicates that the market is efficient in a way to
impound the new information into the stock prices.
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Fig. 24.3 Investors’ buy ratio in positive surprise

Panel C, the post announcement event windows, show significant results for pos-
itive surprise but not for negative results. The CAR in positive surprise is predictable
to go upward and indicates the existence of the drift that caused by the under reaction
as in the pattern of AR. The CAR will increase over the time; 1.6 % in the first five
days up to 2.6 % at day + 30. It support the previous analysis of the AR that market
is under reaction after the earnings announcement day. These abnormal activities
do not happen in negative surprise since there is no significant result, it indicates
that the negative surprise is faster tin price adjustment process after the CAR around
announcement day.

Panel D shows the whole period of event windows started in day — 20 to day + 30
and it results the existence of CAR for positive surprise as 5.7 % of CAR and it is
a quite big number for the market return over 50 days of trading. Conversely, the
negative surprise shows insignificant results with CAR only — 0.04 %. Furthermore,
the impact of surprise positive is persistent in these empirical tests but for the negative
surprise, it seems to be more efficient since the price will adjust right after the
announcement day.

Investors’ trading behavior We examined the investors’ behaviour around earn-
ings announcement using buy ratio as the proxy. Divided into two type of investors;
foreign investors and domestic investors. Since it was not found any indication of
significant abnormal activities measured by the CAR in negative surprise. This sec-
tion will only shows the result of investors’ behavior in condition of positive surprise.
Figure 24.3 shows the daily buy ratio of foreign and domestic investors. The buy
ratio of two investors type looks different a lot at period of day — 4 to day + 4, the
foreign buy ratio (FBR) is higher than domestic buy ratio (DBR). It means that for-
eign investors already started to buy stock that indicated will have positive earnings
announcement before the announcement days.

Table 24.3 shows that there is no significantly different between the foreign and
domestic investors’ behavior in pre announcement day (Panel A). The significant
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Table 24.3 Investors’ buy

o - Panel Day Positive Surprise
ratio in event windows
DBR - FBR Sig.

A (=20,-1) —0.0139 0.342
(=15,-1) —0.0129 0.410
(=10,-1) —0.0227 0.170
(=5,-1 —0.0323 0.113

B (-1,+1 —0.1335 0.000%*

C +1,4+5) —0.0757 0.000*
(+1,410) —0.0623 0.000*
(+1,+15) —0.0506 0.0027%:*
(+1,+20) —0.0476 0.0017%*
(+1,4+25) 0.0046 0.762
(+1,+30) —0.0476 0.001%*

D (—20, +30) —0.0354 0.003%*

*significant at the level 1%, **significant at the level 5 %,
***significant at the level 10 %

difference occurred around the announcement day (Panel B), it shows that DRT-FRT
is in negative sign, it means that the buy ratio of foreign investors is significantly
higher than domestic buy ratio. It indicates that the foreign investors buy the stock
with positive earnings announcement, otherwise the domestic sell the corresponding
stocks. This trading pattern continues in post-announcement period (Panel C), foreign
investor keep buying the corresponding stock even though the ratio slightly decreases
in period day + 10 to day + 15 (see Fig. 24.3), in this period the domestic investors
start to buy more the corresponding stocks. This result show that foreign investors
and domestic investors have different perception in understanding the information
about earnings announcement.

24.4 Conclusion

We examined Indonesia Stock to see the market reaction and investors trading be-
havior around earnings announcement. Using cumulative abnormal return (CAR)
calculated by market adjusted model as the proxy of market reaction and buy ratio
as the proxy of investors trading behavior, we divided the earning announcement
into two categories; earnings announcement with positive surprise (good news) and
earnings announcement with negative surprises (bad news).

Our empirical results showed that stock with negative earnings announcement
did not show any cumulative abnormal return. It indicates investor is more aware
to negative information and they would react instantly right after the information is
available. Conversely, the market will under react to positive earnings announcement
showed by the positive drift of CAR after the announcement days. We also docu-
mented the indication of information leakage of earnings announcement since the
CAR started to increase before the announcement day.
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The trading behavior of investor also showed different pattern in reacting to the
result of earnings announcement. The foreign investors will buy the stock with posi-
tive earnings announcement even before the official results is announced. It indicates
that the foreign investors have better access to the information and this trading pat-
tern continues after announcement day, foreign investors keep buying the stock with
positive earnings announcement and domestic investors do the opposite one, they
sell the corresponding stocks. It indicates that the foreign investors will gain higher
cumulative returns by buying the stock with positive earnings announcement, we
documented that in a whole period the stock with positive earnings announcement
would have up to 5.75 % of CAR.
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Chapter 25
Corporate Governance, Financial Distress,
and Voluntary Disclosure

Christina Yuniasih Surya Dharma and Paskah Ika Nugroho

Abstract This study examines the mechanism of good corporate governance and
financial distress conditions on the voluntary disclosure in the annual report. Imple-
mentation of good corporate governance by companies, proxied by several indicators
such as managerial ownership, institutional ownership, board of commissioners, and
audit committees. The sampling method used in this study was purposive sampling.
The sample consists of 53 manufacturing companies listed on The Indonesian Stock
Exchange. The results showed that the board of commissioners have significant effect
on the voluntary disclosure. While managerial ownership, institutional ownership,
audit committees, and financial distress does not significantly influence voluntary
disclosure.

25.1 Introduction

Reference [1] stated that the relevant information is needed by various stakeholders
towards the financial statements to meet their needs in making economic decisions.
Therefore, companies should provide the information which is more than required.
Reference [2] defined a voluntary disclosure as disclosuring items which are carried
out voluntarily by the company without any force or requirements by the recent
regulations.

As it is known, a company not only has good news but there are also some
unpleasant news. For example, a financial distress condition experienced by the
company. Logically, the company will strive to keep the information as well as
possible, so that it will not be revealed to public.

In addition to the financial distress condition, the breadth of voluntary disclosure
can not be separated from the good corporate governance mechanisms within the
company. The applications of certain corporate governance mechanisms are reported
to improve the quality of financial reporting in general, including the transparency
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of disclosure, as well as the wide of voluntary disclosure [3]. Moreover, the theory
of positive agency also provides a framework which links the behavior of disclosure
towards good corporate governance [4].

In principle, good corporate governance mechanisms can give a guarantee towards
the quality of accounting information through a set of institutional arrangements [5].
Audit committee has an important role, because the audit committee is related to
the establishment and the accounting process monitoring to provide relevant and
credible information to the stakeholders [6]. DeAngelo (1981) in [7] suggested that
a good and independent public accounting firm will be able to identify the various
accounting errors and exert pressure on the clients to justify those errors and report
the accounting information.

Average managers of the companies that are experiencing financial distress will
improve the quality of their disclosures [8]. Reference [9] suggested that the high-
quality firm will not disclose bad news, as well as an extremely low-quality firms
will choose not to disclose anything except the good news. Furthermore, [10] found
that the companies which are in a state of financial distress tend to disclose less
information compared to healthy companies.

The discussions about the good corporate governance mechanisms and financial
distress conditions are becoming an interesting thing to study, but still few researches
done in this regard. The aim of this study is to analyze whether the good corporate
governance mechanisms and financial distress conditions have influences towards
voluntary disclosure on the manufacturing companies listed on the Indonesian Stock
Exchange (BEI) by using [1]’s model. Reference [1] measured the implementation
of good corporate governance by the company, which is proxied by independent
commissioners, auditor committee, and quality auditor indicators while we measured
the implementation of good corporate governance, proxied by several indicators such
as managerial ownership, institutional ownership, audit committees, and the boards
of commissioners [11].

The contribution of this research in the field of accounting and finance is that it
is expected that the result of this study can serve as a reference for the development
of the science of accounting and finance about applying voluntary disclosure on the
annual reports. For the investors, it is expected that they can provide inputs for the
investment decisions.

25.2 Theoretical Review and Hypothesis Development

25.2.1 Voluntary Disclosure

The information in the financial statements are important in the decision-making
activity. However, not all of the information presented in the financial statements,
such as non-financial information that may be required by the financial statement
users in a decision making activity. Therefore, the non-financial information can be
obtained from the information disclosure provided by the company [12].
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Voluntary disclosure is a disclosure which is more than it is required by the recent
regulation and is a free choice for the company management in providing accounting
information and other information that is relevant for decision making activity by
the users of the annual reports [13]. Reference [14] stated that the company should
have the initiative to reveal not only problems that are required by the legislation,
but also things that are important for decision-making activity by the shareholders,
creditors, and other stakeholders.

25.2.2 Corporate Governance

Corporate governance is a key element in improving economic efficiency, which in-
cludes a series of relationships between the company management, board of directors,
shareholders and other stakeholders [15]. The measurement of the implementation
of corporate governance by the company can be proxied by several indicators such
as managerial ownership, institutional ownership, audit committee, and board of
commissioners[11].

Reference [14] revealed that managerial ownership is a form of the principles
of good corporate governance transparency. Management should be transparent in
managing the company to avoid conflicts of interests with shareholders as the owners.
Reference [10] proved that managerial ownership affects the width of voluntary
disclosure.

H1 Managerial ownership affects the width of voluntary disclosure.

Institutional ownership outside the company with a significant amount will cause
the outside firm conduct a rigorous supervision towards the governance which is
carried out by the management. The supervision from the outsiders encourage the
management of the company to show better performance, and to manage transpar-
ently. Reference [16] proved that the higher the level of shares owned by institutional
shareholders, the higher the level of voluntary disclosure.

H2 Institutional ownership affects the width of voluntary disclosure.

The audit committee is one of the organs in the corporate governance which can
guarantee the quality of the accounting information [1]. The function of the audit
committee is to give some views about issues related to financial policy, accounting
and internal control [17]. The results of [10]’s research proved the opposite, that the
existence of an independent audit committee can not be attributed to the width of
voluntary disclosure.

H3 The audit committee affects the width of voluntary disclosure.

The Board of Commissioners is a mechanism to supervise and provide guidance
and direction to the corporate governance or the management of the company [18].
The effectiveness of the supervision function of the board will be reflected in the
composition, whether the appointments of board members come from within the
company or from outside the company. The greater the percentage of members from
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outside the company, the more effective the role of the board in supervising the
corporate governance of a company, because it is considered to be more independent
[19]. Reference [20] proved that the size of the board affects the width of voluntary
disclosure.

H4 The Board of Commissioners affects the width of voluntary disclosure.

25.2.3 Financial Distress

The signs of a company which is experiencing financial distress conditions can be
seen from the state of profits derived by a company in a certain period [21]. Logically,
of course, the company will keep the discouraging news as well as possible. Reference
[8] found that the average managers of a company that is experiencing financial
distress will improve the quality of their disclosures. Reference [9] suggested that
the high-quality firm will not disclose any bad news, as well as an extremely low-
quality firms choose not to disclose anything except for the good news. Furthermore,
[10] found that the companies who are in a state of financial distress tend to disclose
less information compared to healthy companies.

HS The financial distress conditions affect the width of voluntary disclosure.

25.3 Research Method

Based on the research and hypotheses which have been explained before, the model
of analysis used in this study is multiple regression model. This study used sec-
ondary data drawn from the annual reports on the Indonesian Stock Exchange (BEI).
The population used in this study is manufacturing companies that published finan-
cial report for the period January 1, 2011 through December 31, 2011. This study
only used samples of manufacturing firms, because these types of manufacturing
industries have a broader level of disclosure compared to other types of industries
[22].
The equation model to test the hypothesis as a whole is:

VDEXT it = a0+ a1lMO + a210 + a3AC +a4BC + o5 DISTRS + ¢ (25.1)

Description:

VDEXT Voluntary Disclosure (Using instruments [10])

MO Managerial Ownership (measured by the percentage of shares held by the
management from the entire outstanding share capital of the company)

10 Institutional Ownership (measured by the percentage of shares owned by
institutional investors such as governments, investment companies, banks,
insurance companies and property agencies and other companies)
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AC Audit Committee (measured by the number of audit committees that exists
within the company)
BC Board of Commissioners (measured by the number of commissioners that

exists within the company)

DISTRS Financial Distress (The Company is considered as experiencing financial
distress if the company’s financial statements show negative net profit for
2 consecutive years. If the company is experiencing financial distress, they
will be given a value of 1, and the companies which are not experiencing
financial distress will be assigned a value of 0 [1])

25.4 Results and Discussion

Based on the data obtained, it contained 148 manufacturing companies listed on the
Indonesian Stock Exchange (BEI) in 201 1. There were 22 manufacturing companies
that did not publish any annual reports in 2011. There were 70 manufacturing com-
panies that did not have data on managerial ownership. There were 3 data that were
unreadable. Thus, we obtained samples from 53 companies.

25.4.1 Descriptive Statistics

In this study, the descriptive statistics were used to provide information about the
research variables, such as: voluntary disclosure index, managerial ownership, insti-
tutional ownership, audit committee, board of commissioners, and financial distress.
Descriptive statistics for those variables are as in Table 25.1.

25.4.2 Hypothesis Test Results

Multiple regression is used to demonstrate how far the influence of independent
variables towards the dependent variable individually (Table 25.2).

The Board of Commissioners has a significance level of 0.003. It can be con-
cluded that the board of commissioners affects the voluntary disclosure. This means
that hypothesis 4 is supported. Managerial ownership, institutional ownership, audit
committee, and financial distress does not affect voluntary disclosure.

25.4.3 Discussion

Based on the test results, it is showed that managerial ownership has no significant
effects towards voluntary disclosure. It does not support [10]’s research which found
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Table 25.1 Descriptive Statistics

Variables N Minimum Maximum Mean Std.dev

VDEXT 53 0.6875000 1.0000000 0.8455189 0.0595503
MO 53 0.0000001 0.7000000 0.0527593 0.1140368
10 53 0.2207000 0.9645700 0.6701144 0.1899052
AC 53 2.0000000 4.0000000 3.0566038 0.3047757
BC 53 2.0000000 11.0000000 4.1509434 1.9941860
DISTRS 53 0.0000000 1.0000000 0.0943396 0.2950978

Table 25.2 Hypothesis Test Results

Model Unstandardized Coefficients Standardized Coefficients t Sig
B Std. Error Beta

1 (Constant) 0.820 0.087 —0.046 9439  0.000
MO —0.024 0.081 —0.056 —0.300 0.765
10 —-0.017 0.046 —0.026 —0.377 0.708
AC —0.005 0.027 0.436 —0.188 0.852
BC 0.013 0.004 0.007 3.153  0.003
DISTRS 0.001 0.028 0.049 0.961

Adjusted R-square =0.104, F =2.205, Sig =0.069

evidence that managerial ownership affects voluntary disclosure. Using the agency
theory, that firms with high managerial ownership will reveal less information to
shareholders through voluntary disclosure. This is due to the companies which pro-
vide lower incentives to voluntarily disclose information to meet the needs of the
shareholders [16].

Institutional ownership has no significant effects towards voluntary disclosure.
The companies whose the majority of stocks owned by the public in large numbers
do not necessarily provide broader disclosures. This is caused by the public share-
holders are generally small investors, so that they do not have any authority over the
financial and non-financial information that people want and can not affect the width
of voluntary disclosure.

The test results for the audit committee variable support [10]’s research which
stated that the audit committee had no effect towards voluntary disclosure. Though
the company has an audit committee, but if the members do not have any expertise in
the financial field, then most likely they will not be able to deal with the complexity
of financial reporting. Or in other words, the audit committee is ineffective [1].

The test results for the board of commissioners variable shows that the board of
commissioners has a significant effects towards voluntary disclosure which indicates
that hypothesis 4 is accepted. The results of this study support the previous research
held by [20] which stated that the commissioners affect voluntary disclosure.

Financial distress variable does not have any effects towards voluntary disclosure
which supports the previous research held by [9]. Management will disclose infor-
mation if the benefits are more than the costs of the disclosure. Probably, the negative
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earnings in two consecutive years can not be used as a benchmark that companies
are experiencing financial distress.

25.5 Closing

This study examined the influence of managerial ownership, institutional ownership,
audit committee, board of directors, and the financial distress towards the voluntary
disclosure. The conclusions of this study is partially, only the board of commissioners
that significantly influences voluntary disclosure. In making decisions, the investors
should consider the number of commissioners. The company is expected to increase
the number of commissioners in order to widen voluntary disclosure. Voluntary
disclosure can assist investors in understanding the business management strategies,
so that it can increase the credibility of the company.

By looking at the adjusted R-square which is only 10.4 % which means that
other variables (other factors) that are not included in this study had a greater influ-
ence towards voluntary disclosure. This study only held 1 year observations towards
the companies’ annual reports, so that voluntary disclosure practices which were
observed were not enough to describe the actual conditions.

In the subsequent study, it is expected to consider the details of the disclosures
of information which are done by the companies, so that the resulting values are not
equal to the disclosure of information with different levels of detail. Future research
may include other factors that may affect the voluntary disclosure, i.e the size of
the company, the age of the company, leverage ratio, profitability, and liquidity.
Subsequent research can use the stock-based and flow-based to condition a company
that is experiencing a financial distress. In addition, future research may extend the
years of research, so that it can describe the actual voluntary disclosure better.
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Chapter 26

The Strategic Focus of Management Control
Systems: The use of Innovative

and Organic Processes

Chris Durden

Abstract There is limited knowledge about the practices organisations utilise to
link their strategic focus to the development and operation of management control
systems (MCS). The literature suggests that traditional MCS have limitations in this
context. This paper reports the findings of a case study designed to observe and
codify MCS practices and their interface with strategy within the natural setting of
a consumer foods organisation. The findings provide evidence of an organic ap-
proach in the development and support of a strategic focus to MCS. This suggests
an innovative style of organisational performance management in a contemporary
organisation.

26.1 1. Introduction and Prior Literature

Reference [3] highlights how the field of management control (MC) continues to
develop and evolve and that it is important to understand its operation within a mod-
ern organisational context. The authors point out that: Contemporary organizations
display flexibility, adaptation and continuous learning, both within and across organi-
zational boundaries, but such characteristics are not encouraged by traditional [MC]
systems. There is considerable anecdotal evidence to suggest that organizational
practices are beginning to reflect these needs, so a key task for MCSs [manage-
ment control systems] researchers is to observe and codify these developments [3],
p. S40.

While there seems to be acceptance that traditional management control systems
(MCS) have limitations, the nature and form of any possible change remains open
to debate [27, 14, 3, 4, 10, 20]. Of particular interest in this context is how MCS are
focused on organisational strategy. Based on a review of the strategy and manage-
ment control literature [ 19] argues that conceptual understanding of the relationships
between strategy and management control systems remains underdeveloped. In this
regard she concludes: “. .. our knowledge of the relationship between management
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control systems and strategy is limited, providing considerable scope for further
research” [19], p. 207.

The research presented in this paper examines the interface between MC and or-
ganisational strategy by means of a case study of a consumer foods manufacturing
business. The purpose is to observe and codify MC practices and their interface with
strategy within a contemporary organisational setting. Key findings relate to the im-
portant role of an organic approach in the development and support of a strategic
focus to MC. The study contributes to the literature dealing with the changing and
evolving role and purpose of MC in contemporary organisations. There is an in-
creasing expectation that MCS should be innovative in design, flexible in operation,
and should enable rapid organisational change in response to capricious environ-
mental circumstances [7, 3]. This implies an extension beyond traditional ideas of
management control.

Traditionally, the field of MC has been focused predominantly on accounting
measures orientated towards the monitoring of short-term activities (e.g. budget
goals) [30, 19]. However, a key problem with traditional MC tools, such as budgets,
is that they do not enable managers to assess sufficiently organisational performance
in the context of broader strategic and competitive factors, which may provide a
better indication of long-term performance and success [4]. This approach may have
been influenced by early definitions of management control which did not explicitly
emphasise monitoring the attainment of strategic goals [30, 19].

26.1.1 A. Research Lens of this Study

The strategic management process was used as a lens to observe and analyse the
interface between MC and strategy within the case study organisation. The strategic
management process is often explained in terms of three stages: i.e., formulation,
implementation, and evaluation (or control) [e.g., 32, 33]. Formulation is concerned
with forming strategies and implementation is focused on the subsequent transfor-
mation into actions. The evaluation stage ensures that strategies remain effective and
relevant based on actual outcomes. In respect of this study, strategy refers to both
strategy formulation and implementation, and strategy evaluation (or control) refers
to MC. The study provides insights into how contemporary MC practices were used
to support a strategic focus.

The remainder of the paper is organised into four main sections. The next section
outlines the research design and methodology. The third section presents the case
study findings. The fourth section discusses the case study results. The fifth and final
section contains a summary and conclusion.
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26.2 II. Research Methodology and Design

The research was based on a case study informed from a naturalistic interpretive per-
spective [2], but one that was also somewhat ethnographic in nature [15]. Following
[2] (p. 99), a naturalistic perspective is where the researcher “seeks to investigate
management accounting practice in its ‘everyday’ organisational context”. The case
organisation studied was a privately owned New Zealand based consumer foods
manufacturing company and is referred to as Food Holdings (FH)!. Selection of the
organisation was based on a theoretical sampling approach [9, 3] based on its turbu-
lent operating environment. The aim was purposely to select a suitable organisation
that would likely provide a rich source of data for the study. Data collection and
site visits took place over a 3 month period. Visits typically were in five working
day blocks and covered a daily period from approximately 9 am to 4 pm. While this
may not necessarily reflect the classic ethnographical approach of ‘going native’,
it still reflects an extension of a more limited case study approach [26]. Multiple
sources of evidence were collected at the research site, following what is gener-
ally described as data triangulation [9, 39]. The main sources were audiotaped and
non-taped (informal) interviews, documents and direct observation.

Audiotaped interviews were conducted with nine organisational members, includ-
ing the CEO (owner), management team and board members. These were between
approximately 60 and 90 min in duration. Informal discussions (interviews) of about
15-20 min duration (and sometimes significantly longer) took place with approx-
imately 20 organisation members. A semi-structured interview guide was used to
steer discussions with organisation members formally interviewed?. This also pro-
vided a focus for issues covered during the informal discussions (interviews). The
guide reflected the study’s conceptual basis in terms of exploring MC practices in
relation to strategy (i.e., strategy formulation, strategy implementation and strategy
evaluation). The main purpose of the interview guide was not as a list of questions
to put to the interviewees but as a checklist for the researcher to ensure that relevant
issues were covered [1].

26.3 III. Case Study Findings

The case study findings are presented and analysed under four sections: Strategy
Formulation; Strategy Implementation; The Board and MCS; and Managers and
MCS. These sections reflect the ‘research lens’ of the study in terms of a focus on
MC practices and their interface with strategy.

! This name is a pseudonym.
2 The semi-structured interview guide is available on request from the author.
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26.3.1 A. Strategy Formulation

Strategy formulation at FH is highly fluid and closely intertwined with strategy
implementation. Both of these aspects are grounded in the strategic planning process.
The board oversees the strategic planning process, with a particular emphasis on
the setting of ‘endpoint goals’. In this respect strategic planning and formulating
strategies to achieve those plans can be seen as two distinct stages. These were
highlighted and differentiated by the CEO:

It’s about defining an endpoint but not necessarily defining too strictly the pathway. Because
you’re defining your endpoint, you might say you might go this way or that way. But your
overall aim is still for up there. You’re aiming for a point on the horizon, but you can’t see
over the horizon. [emphasis added]

The ‘endpoint’is about strategic planning and setting long-term goals for the business,
while the ‘pathway’ is focused on formulating and implementing strategies to achieve
those goals. A key role of the board is to apply discipline and control to the processes
associated with strategy formulation and implementation, by formally monitoring
the accomplishment of endpoint goals. The management team is focused specifically
on the pathway (i.e., strategy formulation and strategy implementation).

The approach to strategy formulation at FH is organic rather than mechanistic.
This means that strategy formulation is an uncertain and emergent process [24, 8].
While long-term goals and plans are formally developed, there is no real attempt, in
a mechanistic sense, to match explicitly environmental circumstances and strategy.
The organic approach reinforces the flexible pathway concept. The MC literature,
however, generally focuses on strategy as being mechanistic or deterministic [19].

In terms of formulating strategies, extensive reliance is placed on feedback sourced
from the external marketplace and broader business environment. A senior manager
commented on how this worked:

Looking at what competitors are doing and what the trade is saying. This is where being out
and talking to the trade is powerful—you get a feeling for the gaps and how to get smarter
than the competition . . . It’s not that structured and its not that formalised. But we know there
are a variety of routes that we can go and we’ll take the one the market says to go. (senior
manager 4)

This process is a continuous and regular task undertaken by various managers. The
FH approach places pressure on operations because once a particular strategy is
adopted then an operational commitment will quickly follow, which could involve,
for example, making an entirely new product. A manager spoke about the operational
impact of strategic change.

Typically what will happen is a major supermarket chain will revise their product lines. That
means it’s going to be 3 or 4 years before you get that opportunity again. So what [the CEO]
does is he takes the gamble that within a relatively short time we can make a product that is
satisfactory to the customer. (manager 4)

In this sense the timing of strategic decisions can be significantly influenced by
emerging and often capricious market conditions, rather than by strict adherence
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to a particular strategy or plan (i.e.. the flexible pathway). Hence responsiveness to
external feedback is a key feature that results in a highly fluid strategy formulation
thrust. A key attribute underpinning strategy formulation at FH is the organisational
culture, which is perhaps best illustrated in terms of staff relationships that revolve
around the concept of trust. This point was illustrated, for example, when a manager
commented on how FH maintained a balance, or avoided conflict, between its strong
people interaction approach and creeping bureaucracy, such as a more formal MCS,
which is generally associated with organisations as they become larger:

[FH] is not into memos and we’re not into meeting minutes and those sorts of things. If I've
said something, then I remember that I’ve said it. I don’t need it on paper just so someone
can say, “‘you’ve said this”. We’re not into covering your backside all the time. (manager 2)

A high degree of trust is placed in the ability of managers to make decisions that
are positive for the future of FH. A dominant attitude among management is one of
moderate or calculated risk taking, rather than being risk averse or risk neutral. Such
an attitude toward risk was supported by the culture of trust. A manager described
this:

We’re not criticised for making mistakes. If you make a mistake you’re told that it probably
wasn’t the right thing to do. If you make the same mistake twice it’s a different story. It’s a
direction in this company that we’re not going to grow without making mistakes. You’re not
scared of making mistakes. (manager 1)

Trust acts as a ‘glue’ that helps bind together staff interactions and cultivate focused
working relationships among senior and lower level managers and other supervisory
staff. The high level of trust explains why managers are willing to take calculated
risks in pursuit of the organisation’s strategic goals (i.e., flexible pathway). Research
indicates that (personal) trust is potentially a valuable element of organisational
control within organisations [37, 38].

Spontaneity is another key attribute underpinning the strategy formulation pro-
cess. A manager highlighted this when he commented that strategy was about
“opportunities—someone perceives an opportunity and then we pursue the conse-
quences of it” (manager 4). This is aided by the lack of emphasis on formal meetings,
systems, rules or procedures to guide operations. For example, a manager men-
tioned that the meetings he attended were “always entirely ad hoc and as required”
(manager 4). Spontaneity was further reinforced by a lack of emphasis on job titles or
positions. Consequently, managers viewed their roles as focusing on the overall busi-
ness, rather than solely on certain key areas, which encouraged frequent discussion
about various organisational issues. The accountant outlined how this worked:

We’re always in informal discussions. Say the likes of me and [senior manager 4] or [senior
manager 3] and [the CEO]. If an idea or a line of thought comes out of it then we just keep
talking about it informally until I guess we decide that, yes, it is on the right track. Then
it’s firmed up and more senior people are brought on board until suddenly you find yourself
talking about going in a different direction. That happens informally. (senior manager 2)

Reference [5] found that “informal conversations with staff may actually be the
primary channel for much information. Much of the detail necessary to run acompany
has characteristics that make informal oral transmission more efficient than entering it
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into a formal system” (p. 104). The frequent and informal conversational interaction
at FH appeared to have developed as a response to the turbulent external situation
it faces. Relying on frequent and spontaneous staff interaction enables business
decisions and changes to be made and acted on rapidly.

26.3.2 B. Strategy Implementation

In a similar manner to strategy formulation, the underlying thrust of strategy imple-
mentation is also relatively loose and informal, with a strong emphasis on frequent
verbal conversations and interaction, rather than structured processes. Strategy im-
plementation at FH is a closely integrated component of continuing operations, rather
than being seen as a separate management role or activity. The CEO described how
long-term plans and strategies were disseminated to staff:

A mixture of formally and informally, but they’re not done as just rigid formal presentations.
I believe that what we have got to do here is create a culture that to a certain extent is
intangible. It involves trust, I guess, in both directions. As a result of that you can’t have
really a rigid situation whereby you formally announce plans and implement them.

The nature of strategy implementation at FH effectively gives primacy to strategic
activities within the context of ongoing and daily operations. Strategy implementa-
tion at FH is embedded within, and seen as, a natural part of the continuing business.
However, this is not done in a manner that is explicitly ‘strategic’ in thrust. Rather,
it is unobtrusive and the majority of staff seldom view the various issues discussed
as strategy-related. The operational focus at FH is implicitly, but directly, guided
by a strategic focus. In other words, operations and strategy are strongly interlinked
and integrated. While this integration is generally blurred and fluid, it nevertheless
provides a powerful means of enabling strategic issues to unobtrusively steer daily
operations.

An important MC process that helps ensure the success of what is effectively an
instinctive focus on strategy implementation is the weekly New Product Develop-
ment (NPD) meeting. This core meeting serves as a coordination mechanism for
translating endpoint goals into strategies and then providing for these to be trans-
lated into operational outcomes. Strategic issues largely drive the meeting agenda,
whereas operational aspects dominate the discussion, which reinforces the role of
NPD meetings in terms of translating strategic issues into operational outcomes.
A mix of five senior and middle managers comprise the NPD meeting group. The
marketing manager organises and coordinates the NPD agenda. Short-term strategic
goals derived from the strategic plan and knowledge of competitive pressures and
opportunities are used by the marketing manager to construct an agenda of action
points and tasks for NPD group members to discuss. She commented: “The whole
hub of what I do here is the

NPD. It either goes up from the NPD or down and out from the NPD. That’s the
one critical meeting” (senior manager 4). Strategy implementation occurs rapidly at
FH. While a logical focus of strategy is the long-term, a constant reference point at
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FH is its immediate near term impact and the successful management of this. One
manager commented:

The time scale for what we’re doing isn’t years—it’s more months, sometimes even less. If
an opportunity arises then it’s a case of lets grab it with both hands and get in and go for it.
(manager 4)

The core focus of management is rapid implementation, and minimising the role
of administrative or bureaucratic procedures that could potentially hinder this. A
manager explained this:

Probably the biggest shortcoming is that we are always on a very tight schedule. In other
companies a new product timeline can get talked about for a year before anything happens.
Here we talk about it 1 week and we’re planning to run it the next week, just about. So [the
CEQ] is just about selling it before we actually make it in a lot of cases. It’s a shortcoming
but it’s not—I mean that’s probably how [FH] has got where it’s got. We’re quick off the
mark and do things. (manager 2)

At FH operational constraints are seldom seen as an obstacle to strategic accom-
plishment. Often a strategic commitment is made before there is certainty or even
clear knowledge in terms of operational considerations and capability. The following
comments made by the CEO reflect this:

It’s important to have the ability to move fast, to change direction quickly and to take short
cuts, to dance on your toes. This ability has given us an edge over more formalised companies
with slow internal communication. Sometimes we end up with the practice or ‘ready, fire,
aim’, rather than ‘ready, aim, fire’.

This contrasts with more conventional MC tools and approaches [e.g., 17, 35, 18],
which generally assume a more linear or deterministic relationship in terms of the
linkages between strategic issues and operational constraints.

The major strategic emphasis at FH appears to be implementation rather than
formulation. This is because implementation is more directly focused on operations
and is therefore more visible in terms of MCS and the continuing business. This
appearance, though, is superficial. Practical segregation of the two areas is neither
clear nor obvious. Because implementation is more directly operationally focused,
potential hindrances to the accomplishment of formulated strategies only become
evident once implementation starts occurring. Hence, to enable implementation to
continue, ‘instant’ strategy re-formulation and re-implementation will take place
concurrently. In this sense, the distinction between the two strategy elements is
artificial or only conceptual [36].

26.3.3 C. The Board and MCS

Formal MC reports are primarily designed to satisfy the wishes of the board, rather
than operating managers and other supervisory personnel. A board member com-
mented on how the board took a strong interest in operational matters: “The internal
performance and information systems [at FH] are not as sound as they should be.
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So the board does take a keen interest in that” (board member 1). In this regard the
board primarily fulfils a core operating role rather than a governance role. In relation
to strategy the board examined the MC reports from two perspectives. The first re-
lates to long-term strategic direction and goals, which guides overall firm direction.
The second is operational and more short-term focused, but it also contributes to the
ultimate achievement of long-term strategic goals. A senior manager described this
distinction:

You’ve got to look at this general map to see that we are moving in the right direction. And
it’s the general direction that the board is looking at—are we getting there? But then the
street map of how to get there, on the operations side, shows us: how well we’re controlling
the budgets; how well we’re training our people; how well we’re monitoring our efficiencies;
productivity; manning levels; output etc. (senior manager 3)

Even though there was a growing focus on various KPI’s, the board considered the
overall MCS at FH inadequate. Various board members commented on how the MC
reports lacked coherent structure, were ad-hoc in design and in need of improvement.
As a result, various board decisions were being made using only limited or partial
performance-monitoring information. A board member summarised this prevailing
view:

I think it’s too much in isolation and it’s not coherent. The package is weak. Isolated bits
of paper that are asked for are not really helpful. For example wanting to know how many
hours we worked ... My observation is that it’s superficial, it’s not ‘hard’ enough. (board
member 2)

The actual MC reports used by the FH board consist of a monthly profit and loss
report, supplemented by a set of KPI measures. Analysis of the actual KPI report
documentation revealed that it covered the following:

¢ Sales, split into local and export;

e Aged debtors balances;

* Factory wages, including overtime;

» Cost per carton, waste costs and warehouse costs;

* Liquidity measures;

* Raw materials, packaging and finished goods stocks;
» Foreign exchange cross-rates.

In spite of a move to a broader set of KPI’s, the board places heavy reliance on
the monthly profit and loss report to monitor and provide feedback on business
performance. Existing MC reports were considered to be particularly weak in areas
such as the tracking of plant operating costs and their associated impact on margins.
For example, there was concern about the factory and warehouse area, in terms of its
operating performance, and how this was hindering company profitability. A senior
manager commented on the developing role of KPI’s in relation to the factory and
warehouse areas:

Certainly at factory level there is a hell of a lot more focus. The KPI’s in terms of wastage,
wages, overtime and hours worked—it used to be a very broad brush focus. That’s now being
driven down much further. A lot more heat is being placed on that area. (senior manager 4)
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Concern was also expressed about the lack of segmented information, in rela-
tion to different product types and market groups. For example, a senior manager
commented:

There are huge opportunities to identify where profitability is coming from. That’s a problem
with the system in that we can’t say for example that one product goes better than another.
And we can’t then divide that into [supermarket] chains and look at a chain. That’s what we
need. (senior manager 4)

The views expressed reflect how the ability to ‘drill-down’ below aggregate figures
was limited. These are important areas for improvement in the view of the board, in
terms of structuring MC information into more detailed categories.

26.3.4 D. Managers and MCS

Diverse views were expressed in relation to the type of MC information used and/or
needed by operating managers. Some respondents argued that a greater level of formal
information was needed, whereas others said that the existing, largely informal,
approaches allowed for better flexibility and responsiveness. Executive managers
had a dual perspective, in that they were interested in MC information from the
viewpoint of both the board and as operating managers. The discussions with various
managers and observation of operations revealed that only limited MC information
was provided directly to managers via formal reports. In this regard one manager
commented:

I see the sales report but it’s not printed off for me. I’s up to me to go and have a look, which
is fine. The cost per carton and things are put on the [notice] board in the production office.
So I know where they are if I want to see them. We don’t have a lot of reports and the only
meeting minutes are those from the NPD—and that’s only because there’s so much going
on—otherwise we don’t have meeting minutes either. So we don’t have a lot of paperwork.
(manager 2)

Much MC information is informally collected and informally communicated to man-
agers. Discussion relating to such information forms a core part of staff interactions
and is an important component of the regular weekly NPD meeting. Some managers
also maintain their own systems relating to the collation of external information:
“I’ve set up my own informal systems using Excel and things like that” (senior man-
ager 4). Managers appeared to collect, assimilate and process information about the
business via their close knowledge of operations, and through constant interaction
with outside parties, other managers and organisational members, rather than by the
use of formal reports. It appeared that through various informal ‘people processes’,
managers were able to glean sufficient knowledge about events happening within,
or in relation to, various areas of the business. This included the factory, warehouse,
various other operating areas, market demands and other external pressures, and their
cumulative impact on, and relevance to, FH. High reliance is placed on the ability of
individual managers to assimilate relevant information rapidly from a diverse set of
informal sources, both internal and external. A senior manager described this:
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We can actually walk around the company and we know if our people are working to the
efficiency set by our standards. And so we don’t depend on reports. I know before a report
is handed to me on packing levels whether we’ve had a good or bad day. So that means that
the emphasis on reports has never been there to drive the company. (senior manager 3)

Some managers expressed frustration about the lack of reports and formal MCS and
how a high level of reliance was placed on information communicated and assim-
ilated informally. The costing system, arguably a core source of MC information,
was considered to be in need of an upgrade. This was mainly in relation to labour,
marketing and overhead costs, as one manager explained:

Compared to what I would have done at [company name deleted], it doesn’t have a lot of
overheads in it. We would have a lot more marketing costs added as well, like promotions and
such like. In regard to labour calculation, it should be different for each product. (manager 1)

The impact of rapid growth at FH has hindered the design and implementation of a
more formal MC approach. The focus, historically, has been on generating aggregate
sales and cash flow with seemingly little time devoted to understanding in a formal
sense, the detail of the underlying organisational performance dynamics. However,
as the business continues to expand, this view seems to be changing, with respon-
dents talking about the importance of understanding the business better via improved
MCS. For example, a manager commented: “It’ll be a learning process. Once you
understand things, then you understand the measures that you need to continually
monitor and continue to improve” (senior manager 4). All managers agreed that the
informal and flexible MC approach at FHs had contributed powerfully to its growth
and success. A senior manager summed-up this view when he commented on how
outsiders often speculated that FH had been successful because of well developed
and highly effective formal systems and structures. He laughed in reaction to this
view and said that the outsiders were wrong. The senior manager said that the suc-
cess of FH resulted from staff, particularly at management level, being proactive
and innovative, and taking ownership of decisions and responding very quickly to
market and external pressures.

26.4 1V. Discussion

People-based processes were the core control and information channels that man-
agers used to carry out their respective functions. Interaction by various managers,
who have extensive continuing contact with various parties external to FH, enabled
externally sourced information to permeate rapidly through the business. The people-
based approach at FH allows managers a high degree of flexibility in relation to how
they undertake their jobs by enabling them to react essentially instantaneously to
external change and turbulence. This is because there are no processing or com-
prehension de