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C h a p te r  1 

THE RESEARCH PROBLEM

O ver t h e  p a s t  t e n  y e a r s  s t r a t e g i c  m anagem ent s t u d i e s  have a t te m p te d  

t o  m easu re  t h e  e x t e n t  t o  w h ich  th e  l e v e l s  o f  e n v iro n m e n ta l t u r b u l e n c e ,  

t h e  s t r a t e g y ,  and  t h e  c a p a b i l i t y  c a n  a c c o u n t  f o r  v a r i a t i o n s  i n

p e r f o r m a n c e  o f  e n v i r o n m e n t  s e r v i n g  o r g a n i z a t i o n s  (E S O 's ) .  V a rio u s  

s t u d i e s  have c o n t r ib u t e d  to  k n o w le d g e  t h r o u g h  s t r a t e g i c  m a n a g e m e n t 

o b s e r v a t i o n s  a n d / o r  e x p e r i m e n t a t i o n s ,  w h ic h  h a v e  been  v a lu a b le  t o  

p r a c t i t i o n e r s  o f  b u s i n e s s ,  m anagem en t, and  o th e r  r e l a t e d  d i s c i p l i n e s .  

N e v e r th e l e s s ,  t h e  i s s u e  o f  c o n c e rn  h as  y e t  t o  be r e s e a rc h e d  f u r t h e r .

P re v io u s  r e s e a r c h  h a s  b e e n  o r i e n t e d  to w a r d  i n v e s t i g a t i n g  t h e  

s t r a t e g i c  b e h a v io r  o f  f i r m s  l o c a t e d  in  i n d u s t r i a l  m ark e t eco n o m ies in

d e v e lo p e d  c o u n t r i e s .  F u r th e rm o re ,  p r e v io u s  s t u d i e s  have been o r i e n t e d  

to w ard  e x a m in in g  th e  t h r e e  v a r i a b l e s ,  l e v e l s  o f  e n v iro n m e n ta l t u r b u l e n c e ,  

a g g r e s s iv e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f  c a p a b i l i t y ,  by u s i n g  a 

m ix tu re  o f  one o r  two o f  th e m , and t h e i r  r e l a t i o n s h i p s  w ith  f i n a n c i a l  

p e r fo rm a n c e  m e a s u re s .  I t  was th e  f i r s t  aim  o f  t h i s  s tu d y  to  exam ine  

l e v e l s  o f  e n v iro n m e n ta l t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  o p e n n e ss  

o f  c a p a b i l i t y ,  and f i n a n c i a l  p e r fo rm a n c e ,  o f  f i rm s  in  a h ig h  in co m e , 

d e v e lo p in g ,  and o i l  e x p o r t i n g  c o u n t r y .

The o v e r a l l  fram ew ork  o f  t h e  s tu d y  was b ased  on a model d e v e lo p e d  by

H. Ig o r  A n so ff  (1984  2 1 5 :2 3 8 )  a s  an e x t e n s io n  o f  th e  o r ig in a l  m o d e l.

The o r i g i n a l  m odel w as e s t a b l i s h e d  by  C h a n d le r  (1 9 6 2 ) .  The model 
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em ployed  in  t h i s  s tu d y  i s  r e l a t i v e l y  new , and l i t t l e  e m p ir ic a l  r e s e a r c h  

h as  been  e s t a b l i s h e d .  The model u sed  i s  e n t i t l e d  " S t r a t e g i c  P o s tu r e  

A n a l y s i s . "  The s e c o n d  a im  o f  t h i s  s t u d y  w as t o  i n v e s t i g a t e  t h e  

a p p l i c a b i l i t y  o f  t h e  model in  a new s e t t i n g  (M id d le  E a s t ) .

S t r a t e g i c  p o s tu r e  a n a l y s i s  i s  a m u lt id im e n s io n a l  i n v e s t i g a t i o n  o f  

t h e  s t r a t e g i c  b e h a v io r  o f  f i r m s .  To b e  s p e c i f i c ,  i t  p l a c e s  g r e a t  

e m p h a s is  on m e t h o d o lo g ic a l  and  p a r a d i g m i c  r e l e v a n c y  and a c c u r a c y .  

F u r th e r m o r e ,  s t r a t e g i c  p o s t u r e  a n a l y s i s  i s  b a s e d  on th e  s i m p l e s t  

p r i n c i p l e  o f  " r e q u i s i t y  v a r i e t y "  in  w h ich  th e  minimum r e q u i s i t y  v a r i e t y  

i s  a p p l i e d  t o  re sp o n d  t o  c o m p le x i ty .  The t h i r d  aim  o f  t h i s  s tu d y  was t o  

p ro v id e  an e p is te m o lo g ic a l  i n v e s t i g a t i o n  o f  t h e  s t r a t e g i c  b e h a v io r  o f  

b an k s in  te rm s  o f  s t r a t e g i c  p o s tu r e  a n a l y s i s .

The p u rp o s e  o f  t h i s  s tu d y  was to  ex am in e  th e  b a n k in g  in d u s t r y  o f  a

h ig h  in co m e, o i l  e x p o r t in g  c o u n t r y .  The q u e s t io n s  w ere d i r e c t e d  t o  

a s s e s s  t h e  f o l l o w i n g :  to p  m a n a g e m e n t 's  p e r c e p t io n  o f  th e  l e v e l s  o f  

e n v iro n m e n ta l  t u r b u le n c e ,  o u t s id e  o b s e r v e r s '  p e r c e p t io n s  o f  th e  le v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  t o p  m a n a g e m e n t 's  p e r c e p t i o n s  o f  t h e  

a g g r e s s iv e n e s s  o f  s t r a t e g y ,  to p  m a n a g e m e n t's  p e r c e p t io n s  o f  th e  f i r m 's  

c a p a b i l i t y ,  t h e  f i n a n c i a l  p e rfo rm a n c e  o f  th e  b a n k s ,  and th e  r e l a t i o n s h i p  

b e tw e e n  t h e  l e v e l  o f  e n v i r o n m e n ta l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  

s t r a t e g y ,  c a p a b i l i t y ,  and f i n a n c i a l  p e rfo rm a n c e  m e a s u re s .  To d e te rm in e  

th e  fo c a l  p o i n t s  o f  t h i s  s t u d y ,  sev en  r e s e a r c h  q u e s t io n s  were fo r m u la te d .

1 .  To w h a t e x t e n t  do  to p  m a n a g e r s  in  b an k s d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  th e  l e v e l s  o f  t u r b u le n c e  in  t h e  en v iro n m e n t in  w hich th e y

o p e r a t e ,  from  o u t s id e  o b s e r v e r s  p e r c e p t io n s  o f  th e  l e v e l s  o f  tu r b u le n c e

in  th e  b a n k in g  in d u s t r y ?

2
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2 .  To w h a t  e x t e n t  do  t o p  m a n a g e r s  in  b an k s  d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  th e  a g g r e s s iv e n e s s  o f  s t r a t e g y  o f  a l l  o f  th e  banks a s  

com pared  t o :

2 . 1 .  O u t s i d e  o b s e r v e r s '  p e r c e p t i o n s  o f  th e  e n v iro n m e n ta l 

t u r b u le n c e ?

2 . 2 .  The l e v e l s  o f  e n v iro n m e n ta l tu r b u le n c e  a s  p e rc e iv e d  by to p  

m an ag e rs  o f  a l l  b an k s?

3 .  To w h a t e x t e n t  do t o p  m a n a g e r s  in  b an k s  d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  th e  c a p a b i l i t y  o f  a l l  th e  b anks a s  com pared t o :

3 . 1 .  O u t s id e  o b s e r v e r s '  p e r c e p t i o n s  o f  th e  e n v iro n m e n ta l 

tu r b u le n c e ?

3 .2 .  The le v e l  o f  e n v iro n m e n ta l tu r b u le n c e  a s  p e rc e iv e d  by to p  

m an ag e rs  o f  a l l  b an k s?

3 . 3 .  The a g g r e s s i v e n e s s  o f  s t r a t e g y  a s  p e r c e iv e d  by to p  

m an ag e rs  o f  a l l  b an k s?

4 .  W hat a r e  t h e  r e l a t i o n s h i p s  betw een  l e v e l s  o f  e n v iro n m e n ta l 

t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  and o p e n n e ss  o f  c a p a b i l i t y ?

5 . What a r e  th e  r e l a t i o n s h i p s  betw een  th e  f i n a n c i a l  m easu re s  o f  th e  

b a n k 's  p e r fo rm a n c e ,  in  te rm s  o f :

5 .1 .  O th e r  f i n a n c i a l  m ea su re s?

5 .2 .  In d e p e n d e n t v a r i a b l e s  drawn from  b a n k s ' s t r a t e g i c  p o s tu r e ?

5 . 3 .  F i n a n c i a l  p e rfo rm a n c e  m easu re s  a s  a fu n c t io n  o f  bank 

g ro u p in g s ?

6 .  W h a t a r e  t h e  c o r r e l a t i o n s  b e tw e e n  t h e  e i g h t  f i n a n c i a l  

p e rfo rm a n c e  m e a su re s  and each  o f  th e  f o l lo w in g :

6 . 1 .  E ig h t e le m e n ts  o f  th e  s t r a t e g i c  p o s tu r e ?

3
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6 . 2 .  T w e n ty -n in e  s u b -e le m e n ts  o f  s t r a t e g i c  p o s tu r e ?

6 . 3 .  F iv e  s t r a t e g i c  gap s?

6 . 4 .  B an k s ' s i z e  and f i v e  s t r a t e g i c  b u s in e s s  a r e a s

( SBA)?

7 .  W hat a r e  t h e  r e l a t i o n s h i p s  be tw een  l e v e l s  o f  e n v iro n m e n ta l 

t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  o p e n n e ss  o f  c a p a b i l i t y ,  and th e  

f i n a n c i a l  p e rfo rm a n c e  m e a su re s  o f  t h e  b an k s?

D e l in e a t io n

The s tu d y  fo c u se d  on d e te rm in in g  th e  p e r c e p t io n s  o f  to p  m an ag e rs  in  

b a n k s ,  o f  t h e  d i f f e r e n c e  in  t h e  l e v e l s  o f  e n v iro n m e n ta l  t u r b u l e n c e ,  t h e  

a g g r e s s i v e n e s s  o f  s t r a t e g y ,  t h e  o p e n n e s s  o f  c a p a b i l i t y ,  and t h e i r  

r e l a t i o n s h i p s  t o  t h e  f i n a n c i a l  p e r fo rm a n c e .  The b anks t h a t  w ere s tu d i e d  

a r e  in  t h e  E m ira te  o f  Abu Dhabi in  U n ite d  Arab E m ira te s  (U A E), f o r  th e  

p a s t  t h r e e  y e a r s  (D ecem ber 3 1 ,  1981 -  D ecem ber 3 1 ,  1 9 8 4 ) .

T h e  r e s e a r c h  e n c o m p a s s e d  t h r e e  i n d e p e n d e n t  v a r i a b l e s ,  e i g h t  

d e p e n d e n t v a r i a b l e s ,  two m o d e ra tin g  v a r i a b l e s ,  and  f i v e  i n t e r v e n i n g  

v a r i a b l e s .

The t h r e e  in d e p e n d e n t v a r i a b l e s  w ere  a s  f o l l o w s :

1 . L evel o f  e n v iro n m e n ta l  t u r b u le n c e  (LET) w hich  c o n s i s t e d  o f  two 

e le m e n ts :

1 .1 .  C o m p le x ity .

1 .2 .  C o g n i t io n  o f  i s s u e s .

2 .  A g g re s s iv e n e s s  o f  s t r a t e g y  (AS) w hich  c o n ta in e d  tw o e le m e n ts :

2 . 1 .  A g g re s s iv e n e s s  o f  b a n k 's  in n o v a t io n  s t r a t e g y .

2 . 2 .  A g g re s s iv e n e s s  o f  b a n k 's  m a rk e t in g  s t r a t e g y .

4
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3 .  O peness  o f  C a p a b i l i t y  (O C ), w hich  c o n ta in e d  t h r e e  e le m e n ts :

3 . 1 .  M an ag e rs ' p r o f i l e s .

3 . 2 .  Management c l im a te  p r o f i l e s .

3 .3 .  M anagement co m petence  p r o f i l e s .

The e i g h t  d e p e n d e n t v a r i a b l e s  w hich  m easu red  f i n a n c i a l  p e r fo rm a n c e  

w ere enco m p assed  in  t h r e e  c a t e g o r i e s ,  a s  f o l l o w s :

1 . O v e ra ll  f i n a n c i a l  p e rfo rm a n c e  m e a s u re s .

2 .  S t r a t e g i c  f i n a n c i a l  p e r fo rm a n c e  m e a s u re s .

3 . O p e ra t in g  f i n a n c i a l  p e rfo rm a n c e  m e a s u re s .

The two m o d e ra tin g  v a r i a b l e s  w ere a s  f o l l o w s :

1. S i z e  o f  bank.

2 .  S t r a t e g i c  b u s in e s s  a r e a s .

The in t e r v e n in g  v a r i a b l e s  w ere r e p r e s e n te d  by th e  f o l lo w in g :

1 . S t r a t e g y  L ess  C a p a b i l i t y .

2 .  O b s e r v e r 's  E n v ironm en t L ess S t r a t e g y .

3 . O b s e r v e r 's  E n v iro n m en t L ess  C a p a b i l i t y .

4 .  O b s e r v e r 's  Gap.

5 . O b s e r v e r 's  T o ta l Gap.

The d a t a  w as g a t h e r e d  fro m  th e  m ost s e n i o r ,  a s s i s t a n t  t o  m ost 

s e n i o r ,  o r  e x e c u t iv e  in  c h a rg e  o f  a m a jo r  d i v i s i o n ,  o f  tw e n ty - f iv e  banks 

in  th e  E m ira te  o f  Abu D h a b i. F in a n c ia l  d a t a  o r i g i n a t e d  from  o f f i c i a l  

r e c o r d s .

The l i m i t i n g  o f  th e  d a t a  so u rc e  to  Abu Dhabi was u sed  in  o r d e r  to  

p ro v id e  a s a m p le , w hich i s  hom ogeneous, w ith  r e s p e c t  t o  th e  v a r i a b l e s  

w hich  a r e  in c lu d e d  in  th e  s tu d y .  T h is  p ro v id e d  f u r t h e r  h o m o g en e ity  in

5

R eprodu ced  with perm ission  of th e copyright ow ner. Further reproduction prohibited without perm ission .



www.manaraa.com

t e r m s  o f  c u l t u r a l ,  e c o n o m ic ,  p o l i t i c a l ,  e d u c a t i o n a l ,  r e l i g i o u s ,  and 

s o c i a l  v a r i a b l e s  w h ich  w ere n o t  in c lu d e d  in  t h i s  s tu d y .

T h e o r e t ic a l  P e r s p e c t iv e

T h i s  s t u d y  w as b a s e d  on t h e  b a s i c  h y p o t h e s i s  o f  s t r a t e g i c

m an ag em en t. The b a s i c  h y p o th e s is  s t a t e s  t h a t  "an  o r g a n iz a t io n  w i l l  be

s u c c e s s f u l  i f  e n v iro n m e n t ,  r e s p o n s e ,  c u l t u r e ,  and c a p a b i l i t y  m atch  each

o th e r "  ( A n s o f f : 1 9 7 9 :3 ) .  The th e o r y  o f  s t r a t e g i c  m anagem ent i s  an a p p l ie d

th e o r y  w hich  a t t e m p t s  t o  p ro v id e  i n s i g h t s  i n to  m a n a g e r ia l  i s s u e s  su ch  a s :

b e h a v io r a l  p a t t e r n s  o f  e n v iro n m e n t s e r v in g  o r g a n i z a t i o n s  ( E S O 's ) , c a u se s

o f  b e h a v i o r a l  d i f f e r e n c e s  in  E S O 's , s u c c e s s  and f a i l u r e  c o n t r i b u t i n g

a g e n ts  in  E S O 's , c h o ic e  o f  s p e c i f i c  p r e v a i l i n g  s t y l e  o f  b e h a v io r a l  c a u s e s

in  E S O 's , p r o c e s s e s  o f  t r a n s i t i o n  by w h ich  E SO 's s h i f t  a n d /o r  d r i f t  from

one p r e v a i l i n g  s t y l e  t o  a n o th e r ,  and m a tc h in g  th e  ESO 's e n v i r o n m e n t ,

c u l t u r e ,  r e s p o n s e  and c a p a b i l i t y  t o  ea c h  o t h e r  in  o r d e r  t o  be s u c c e s s f u l .

The th e o r y  o f  s t r a t e g i c  m anagem ent i s  a b le n d  o f  o th e r  d i s c i p l i n e s ,  and

A n so ff  ( 1 9 7 9 :3 )  d e s c r i b e s  i t  a s  f o l l o w s :

The th e o r y  i s  m u l t i - d i s c i p l i n a r y  in  t h e  s e n se  t h a t  i t  
s e e k s  an  o p t i c  a p p r o p r i a t e  t o  th e  p ro b lem  and n o t  t o  a 
p a r t i c u l a r  s c i e n t i f i c  d i s c i p l i n e .  T h e re  a r e  tw o p a th s  
t o  su ch  an o p t i c .  One i s  to  a t te m p t  an i n t e g r a t i o n  o f  
th e  a v a i l a b l e  d i s c i p l i n a r y  i n s i g h t s  i n t o  a c o h e r e n t  
w h o le .  The o t h e r  i s  to  work back  from  th e  " r e a l  w o rld "  
p ro b le m , a b s t r a c t  th e  f e a t u r e s  w hich  a p p e a r  c r i t i c a l  t o  
e x p l a n a t io n s  o f  b e h a v io r ,  and th e n  s e l e c t i v e l y  b o rro w  
from  t h e o r e t i c a l  i n s i g h t s  w hich  may be a v a i l a b l e .

The s e c o n d  p a th  w as f o l lo w e d  t o  c o n s t r u c t  t h e  t h e o r y .  The

c o n s t r u c t o r  was H. Ig o r  A n so ff  in  h i s  book S t r a t e g i c  Management
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( A n s o f f ,1 9 7 9 ) .  The th e o r y  o f  s t r a t e g i c  m anagem ent d e a l s  w ith  a w ide 

sco p e  o f  p o s s ib l e  a s s o c i a t i o n  among a n d /o r  b e tw een  sev en  e l e m e n ts .  The 

e l e m e n t s  w e re  e n v i r o n m e n t a l  t u r b u l e n c e ,  s t r a t e g i c  t h r u s t ,  c u l t u r e ,  

c o m p e te n c e ,  p o w e r s t r u c t u r e ,  s t r a t e g i c  b e h a v i o r ,  a n d  s t r a t e g i c  

l e a d e r s h i p .  F o r t h e  p u rp o se  o f  t h i s  s t u d y ,  th e  e m p h a s is  was p la c e d  on 

" s t r a t e g i c  p o s tu r e  a n a l y s i s "  ( A n s o f f : 1 9 8 4 :C h a p te r  3 . 4 ) ,  w h e r e a s  t h e  

a n a l y s i s  m a i n t a i n s  t h a t  w h e n e v e r  " e n v i r o n m e n t a l  t u r b u ’ e n c e , "  

" a g g r e s s iv e n e s s  o f  s t r a t e g y , "  and " o p e n n e ss  o f  c a p a b i l i t y "  m atch  each  

o t h e r  on a " f i v e  p o in t  s c a l e  o f  m a tch in g  t r i p l e t s , "  optim um  p e rfo rm a n c e  

w ould o c c u r .  The r e s e a r c h  h y p o th e se s  f o r  q u e s t io n  sev en  w ere based  on 

s t r a t e g i c  m anagem ent th e o r y  a s  i t  a p p l i e s  to  e n v iro n m e n ta l t u r b u le n c e ,  

a g g r e s s iv e n e s s  o f  s t r a t e g y ,  c a p a b i l i t y ,  and f i n a n c i a l  p e r fo rm a n c e .

R esea rch  H y p o th eses

F o r r e s e a r c h  q u e s t io n  s e v e n ,  t h i s  s tu d y  in v e s t i g a t e d  two r e s e a r c h

h y p o th e s e s .  The f i r s t  h y p o th e s is  was s t a t e d  a s  f o l l o w s :

Optimum o v e r a l l  f i n a n c i a l  p e rfo rm a n c e  w i l l  o c c u r  when 
t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  t h e  
a g g r e s s iv e n e s s  o f  s t r a t e g y ,  and th e  c a p a b i l i t y  m atch  
ea c h  o t h e r .

The seco n d  h y p o th e s is  o f  t h i s  s tu d y ,  was s t a t e d  a s  f o l l o w s :

Banks w hich  a r e  n o t s t r a t e g i c a l l y  m yopic w i l l  p e rfo rm  
b e t t e r  th a n  b an k s w hich a r e  s t r a t e g i c a l l y  m y o p ic .

The two h y p o th e s e s  w ere h y p o th e s iz e d  fo r  t h e  o v e r a l l  p e rfo rm a n c e  

m e a s u re s .  A n so ff  (1 9 8 4 :2 0 1 -2 0 2 )  m a in ta in s  t h a t  t h e  optim um  p e rfo rm a n c e  

( o c c u r s  when LET, AS, and 0C match each  o th e r )  i s  f o r  th e  p r o f i t a b i l i t y  

m e a s u re s ,  nam ely  R e tu rn  On E q u ity  (ROE) and R e tu rn  On A s s e ts  (ROA).

R eprodu ced  with p erm ission  of the copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

T h is  s tu d y  i n v e s t i g a t e d  th e  e ig h t  f i n a n c i a l  m e a s u re s ,  w ith  s p e c ia l  

e m p h a s is  on t h e  e x a m in a t io n  o f  th e  above s t a t e d  two h y p o th e s e s  which a r e  

b a se d  on A n s o f f 's  th e o r y  o f  s t r a t e g i c  m anagem ent.

V a r ia b le s  and R e la t i o n s h ip s

F o u r t y p e s  o f  v a r i a b l e s  w ere c o n s id e re d  in  t h i s  s tu d y .  T here w ere 

t h r e e  in d e p e n d e n t  v a r i a b l e s ,  e i g h t  d e p e n d e n t v a r i a b l e s ,  two m o d e ra tin g  

v a r i a b l e s ,  an d  f i v e  i n t e r v e n i n g  v a r i a b l e s .  The f i r s t  in d e p e n d e n t 

v a r i a b l e  was t h e  com puted  mean o f  th e  f i v e  c h a r a c t e r i s t i c s  o f  th e  l e v e l  

o f  e n v iro n m e n ta l  t u r b u l e n c e .  The second  in d e p e n d e n t v a r i a b l e  was th e  

com puted  mean o f  th e  te n  a t t r i b u t e s  o f  t h e  a g g r e s s iv e n e s s  o f  s t r a t e g y .  

The t h i r d  i n d e p e n d e n t  v a r i a b l e  was t h e  c o m p u te d  mean o f  t h e  te n  

co m ponen ts  o f  c a p a b i l i t y .  The d ep e n d e n t v a r i a b l e s  w ere th e  two y e a r  

( 1 9 8 3 - 1 9 8 4 )  e x a m in a t io n  o f  each  o f  th e  f i n a n c i a l  m e a s u re s .  The two 

m o d e ra t in g  v a r i a b l e s  ( MV) were s i z e ,  and s t r a t e g i c  b u s in e s s  a r e a  (SBA). 

T he  f i v e  i n t e r v e n i n g  v a r i a b l e s  (IV V ) w e re  u s e d  a s  a r e s u l t  o f  

i n t e r a c t i o n s  b e tw een  th e  in d e p e n d e n t v a r i a b l e s .

The c a t e g o r i z a t i o n  o f  v a r i a b l e s  i s  e x p la in e d  a s  f o l lo w s :

In d e p e n d e n t V a r ia b le s

The th r e e  in d e p e n d e n t v a r i a b l e s  a r e :

1 . L e v e ls  o f  e n v iro n m e n ta l t u r b u le n c e .

2 .  A g g re s s iv e n e s s  o f  s t r a t e g y .

3 . O penness  o f  c a p a b i l i t y .
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Depe nd ent  V a r i a b l e s

The e i g h t  d e p e n d e n t  v a r i a b l e s  wer e  c l a s s i f i e d  i n t o  t h r e e  t y p e s  o f

m e a s u r e s .  The t h r e e  t y p e s  o f  m e a su r e s  were  o v e r a l l  f i n a n c i a l  m e a s u r e s

(#1 and # 2 ) ,  s t r a t e g i c  f i n a n c i a l  m e a s u r e s  ( # 3 r #4 ,  and  # 5 ) ,  and  o p e r a t i n g  

f i n a n c i a l  m e a s u r e s  ( # 6 ,  # 7 ,  and  §8)  a s  f o l l o w s :

1.  R e tu r n  on E q u i t y  (ROE) .

2 .  R e tu rn  on A s s e t s  (ROA).

3.  E q u i t y  U t i l i z a t i o n  (EU) .

4 .  A s s e t s  U t i l i z a t i o n  (AU) .

5.  Loans  t o  D e p o s i t s  (LD) .

6 .  P r o f i t  Margin (PM).

7 .  E x p e n d i t u r e  t o  Net Income ( E l ) .

8 .  E q u i t y  M u l t i p l i e r  (EM).

M o d e ra t i n g  V a r i a b l e s

A c c o r d i n g  t o  Emory  ( 1 9 8 0 : 9 7 ) ,  a m o d e r a t i n g  v a r i a b l e  (MV) " i s  a 

s e c o n d a r y  i n d e p e n d e n t  v a r i a b l e  which i s  c h ose n  b e c a u s e  i t  i s  b e l i e v e d  t o  

have  a s t r o n g  c o n t i n g e n t  o r  c o n t r i b u t o r y  e f f e c t  on t h e  o r i g i n a l  IV-DV 

r e l a t i o n s h i p . "  The two m o d e r a t i n g  v a r i a b l e s  r e q u i r e d  f o r  t h i s  s t u d y  were  

t h e  b a n k ' s  s i z e  an d  t h e  s t r a t e g i c  b u s i n e s s  a r e a ( s )  (SBA).  The two 

v a r i a b l e s  were  d e f i n e d  a s  f o l l o w s :

1.  S i z e :  R e f e r s  t o  t h e  t o t a l  a s s e t s  o v e r  p e r i o d .  T hi s  c o m b i n a t i o n  

p r o v i d e d  a me a su re  o f  d e t e r m i n i n g  t h e  b a n k ' s  s i z e ,  w h e t h e r  t h e  bank  was 

s m a l l ,  medium,  o r  l a r g e .

2 .  S t r a t e g i c  B u s i n e s s  A r e a :  R e f e r s  t o  "a n  a r e a  o f  b u s i n e s s  

o p p o r t u n i t y  d e f i n e d  by  a  d i s t i n c t i v e  d e m a n d - t e c h n o lo g y  l i f e  c y c l e  c u r v e "

9
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( A n s o f f  1 9 8 4 : 4 8 3 ) .  T h is  s t u d y  em ph a s i z e d  on f i v e  b a n k in g  s t r a t e g i c  

b u s i n e s s  a r e a s  a s  f o l l o w s :

2 . 1 .  I n v e s tm e n t  b a n k i n g .

2 . 2 .  A s s e t s  b a s e d  b a n k i n g .

2 . 3 .  I n t e r n a t i o n a l  g r o up  b a n k i n g .

2 . 4 .  C o r p o r a t e  b a n k i n g .

2 . 5 .  R e t a i l  b a n k i n g .

I n t e r v e n i n g  V a r i a b l e s  
( S t r a t e g i c  Gaps)

Each  o f  t h e  s t r a t e g i c  g ap s  i s  t r e a t e d  a s  an i n t e r v e n i n g  v a r i a b l e

( IV V) ,  b e c a u s e  i t  i s  a c o n c e p t u a l  mechanism t h r o u g h  which  t h e  i n d e p e n d e n t

v a r i a b l e s  e f f e c t  t h e  d e p e n d e n t  v a r i a b l e s ,  (Emory 1 9 8 0 : 9 9 ) .  The f i v e

i n t e r v e n i n g  v a r i a b l e s  were  a s  f o l l o w s :

1 .  S t r a t e g y  Les s  C a p a b i l i t y .

2 .  O b s e r v e r ' s  En vi ro nm e n t  Less  S t r a t e g y .

3 .  O b s e r v e r ' s  En v i r on me nt  Les s  C a p a b i l i t y .

4 .  O b s e r v e r ' s  Gap.

5 .  O b s e r v e r ' s  T o ta l  Gap.

The r e l a t i o n s h i p s  among v a r i a b l e s  a r e  a s  f o l l o w s :

1.  The I V 's  d e t e r m i n e  t h e  DV's .

2 .  S i z e  and SBA may have  a  r e l a t i o n s h i p  w i t h  DV 's .

3 .  IVV's a r e  r e s u l t a n t  o f  a c o m b in a t i o n  o f  two o r  t h r e e  I V ' s ,  and

do im p a c t  t h e  DV's .

Each o f  t h e  e i g h t  d e p e n d e n t  v a r i a b l e s  were  m ea sur ed  f o r  t h e  l a s t  two 

a v a i l a b l e  y e a r s .  The c o m p u t a t i o n  c o n s i s t e d  o f  t h e  a v e r a g e  v a lu e  o v e r
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p e r i o d .  The d a t a  was g a t h e r e d  f rom t h e  mo s t  s e n i o r  e x e c u t i v e ,  a s s i s t a n t  

t o  mos t  s e n i o r  e x e c u t i v e ,  o r  t h e  e x e c u t i v e  r e s p o n s i b l e  f o r  a  m a j o r  

d i v i s i o n  ( I r v i n e  1 9 8 5 ) ,  o f  tw e n t y  f i v e  b a nks  in t h e  E m ira te  o f  Abu D h a b i .  

The t o t a l  p o p u l a t i o n  o f  ba nk s  i n  Abu Dha bi  amo u nt  t o  t h i r t y - f i v e ,  

t h e r e f o r e ,  t h e  s am p le  o f  t h i s  s t u d y  c o n s i s t s  o f  71.42% ( t w e n t y - f i v e  

b a n k s )  o f  t h e  p o p u l a t i o n  ( C e n t r a l  Bank Annual R ep or t  1 9 8 1 ) .  F i n a n c i a l  

d a t a  o r i g i n a t e d  f rom income s t a t e m e n t s  and b a l a n c e  s h e e t s  p u b l i s h e d  a t  

l o c a l  ne w sp a pe rs  in  Abu Dhabi f o r  t h e  mo s t  r e c e n t  two y e a r s .

O p e r a t i o n a l  D e f i n i t i o n s  

T he  s e v e n  r e s e a r c h  q u e s t i o n s  o f  t h e  s t u d y  r e q u i r e d  s e v e n  

d e f i n i t i o n a l  p a r a d i g m s ,  a s  f o l l o w s :

The  f i r s t  r e s e a r c h  q u e s t i o n  r e q u i r e d  t h e  e x a m i n a t i o n  o f  t o p  

m a na ge m e n t ' s  p e r c e p t i o n  o f  t h e  l e v e l  o f  e n v i r o n m e n ta l  t u r b u l e n c e .  An 

i n s t r u m e n t  c o n t a i n i n g  f o u r  c h a r a c t e r i s t i c s  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  

t u r b u l e n c e  was d e v e lo p e d  ba se d  on an i n s t r u m e n t  d e v e l o p e d  by  A n s o f f  

( 1 9 8 4 ) .  Ea c h  o f  t h e  c h a r a c t e r i s t i c s  o f  th e  " l e v e l  o f  e n v i r o n m e n t a l  

t u r b u l e n c e "  were  d e m o n s t r a t e d  th r o u g h  t a b u l a r  a n a l y s i s  on I l l u s t r a t i o n  1. 

The h o r i z o n t a l  a x i s  c o n s i s t i n g  o f  a  f i v e  p o i n t  s c a l e  c o n t a i n i n g  f i v e  

d e s c r i p t i v e  f a c t o r s  o f  t h e  e l e m e n t ,  r e p e t i t i v e ,  e x p a n d i n g ,  c h a n g i n g ,  

d i s c o n t i n u o u s ,  and s u r p r i s e f u l .  They  were  measured  r e s p e c t i v e l y  by  1 ,  2 ,  

3 ,  4 ,  and 5 on an i n t e r v a l  s c a l e ,  w he re a s  t h e  c h a r a c t e r i s t i c s  were  t h e  

l o g i c a l  r e p r e s e n t a t i o n  o f  t h e  s c a l e .  The p e r p e n d i c u l a r  a x i s  c o n s i s t e d  o f  

t h e  f i v e  c h a r a c t e r i s t i c s .  The f i v e  c h a r a c t e r i s t i c s  were  f a m i l i a r i t y  o f
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e v e n t s ,  r a p i d i t y  o f  c h a n g e ,  v i s i b i l i t y  o f  f u t u r e ,  c o m p l e x i t y ,  and

c o g n i t i o n  o f  i s s u e s .  The e l e m e n t s  were d e f i n e d  a s  f o l l o w s :

1 .  L e v e l  o f  E n v i r o n m e n t a l  T u r b u l e n c e  —  r e f e r s  t o  f i v e  

c h a r a c t e r i s t i c s .  • Each c h a r a c t e r i s t i c  was d i s t r i b u t e d  on a f i v e - p o i n t  

s c a l e ,  a s  " s t a b l e , "  " r e a c t i v e , "  " a n t i c i p a t i n g , " " e x p l o r i n g , "  o r  

" c r e a t i v e , "  a s  f o l l o w s :

1 . 1 .  F a m i l i a r i t y  o f  e v e n t s  —  o r  t h e  e v e n t s  which  o c c u r  i n  t h e  

b a n k ' s  e n v i r o n m e n t .  The e v e n t s  were e i t h e r  " e q u i v a l e n t  t o  n o t  much 

c h a n g e , "  " r e p e t i t i o n  o f  e x p e r i e n c e , "  " c h a n ge s  were  u n d e r s t oo d  i f  t h o u g h t s  

were  o r i e n t e d  tow ar d  h i s t o r i c a l  d e v e l o p m e n t , "  " ch an ge s  were  d i s c o n t i n u o u s  

b u t  e x p l a i n a b l e  i f  t h o u g h t s  w e r e  o r i e n t e d  t o w a r d s  e x p e r i e n c e , "  o r

" c h a n g e s  were  new and n o t  e x p e r i e n c e d  b e f o r e . "

1 . 2 .  R a p i d i t y  o f  ch an ge  —  o r  t h e  spe ed  o f  change  o c c u r r i n g  in  

t h e  f i r m ' s  e nv i r o n m e n t  and  t h e  b a n k ' s  r e s p o n s e  to  i t .  The chan ge  was 

e i t h e r  "much s lo w e r  th a n  t h e  b a n k ' s  spee d  o f  r e s p o n s e , "  " s l o w e r  th a n  t h e  

b a n k ' s  speed  o f  r e s p o n s e , "  " c om pa r a b le  t o  t h e  b a n k ' s  speed  o f  r e s p o n s e , "  

" s h o r t e r  th a n  t h e  b a n k ' s  s pee d  o f  r e s p o n s e , "  " o r  much s h o r t e r  th a n  t h e  

b a n k ' s  spee d  o f  r e s p o n s e . "

1 . 3 .  V i s i b i l i t y  o f  f u t u r e  —  o r  t h e  b a n k ' s  p r e d i c t a b i l i t y  o f  

e v e n t s  t o  o c c u r  in  i t s  e n v i r o n m e n t .  The v i s i b i l i t y  o f  e v e n t s  was e i t h e r  

" r e c u r r i n g , "  " f o r e s e e a b l e  by e x t r a p o l a t i o n , "  " f o r e s e e n  th r o u g h  a n a l y s i s  

o f  t h r e a t s  and o p p o r t u n i t i e s , "  " d i f f i c u l t  t o  p r e d i c t , "  o r  " u n p r e d i c t a b l e  

s u r p r i s e s . "

1 . 4 .  Co mp le xi ty  —  o r  t h e  e x t e n t  t o  which th e  b a n k ' s  s h a r e  o f

t h e  m a rk e t  i s  c om ple x ,  w h e t h e r  t h e  e x t e n t  o f  c om p l e x i t y  was " l i m i t e d  t o

n a t i o n a l  and economic  b o u n d a r i e s , "  " l i m i t e d  t o  n a t i o n a l  + economic  and
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r e g i o n a l  b o u n d a r i e s , "  " l i m i t e d  t o  n a t i o n a l  + ec onomic  + r e g i o n a l  and 

t e c h n o l o g i c a l  b o u n d a r i e s , "  " l i m i t e d  t o  n a t i o n a l  + econ omic  + r e g i o n a l  + 

t e c h n o l o g i c a l  and  g l o b a l  b o u n d a r i e s , "  " l i m i t e d  t o  n a t i o n a l  + ec on omi c  + 

r e g i o n a l  + t e c h n o l o g i c a l  + g lo b a l  and  s o c i o - p o l i t i c a l  b o u n d a r i e s . "

1 . 5 .  C o g n i t i o n  o f  i s s u e s  —  o r  t h e  e x t e n t  t o  wh ic h  t h e  

q u a n t i t y  and  q u a l i t y  o f  s t r a t e g i c  i s s u e s  were  p e r c e i v e d  (how m a y ) .  The 

q u a n t i t y  was e i t h e r  " n a r r o w , "  " v e r y  n a r r o w ,"  "medium,"  " w i d e , "  o r  " v e r y  

w i d e . "  The e x t e n t  t o  which  t h e  q u a l i t y  o f  t h e  s t r a t e g i c  i s s u e s  w e r e  

p e r c e i v e d  was e i t h e r  v e r y  u n f o c u s e d ,  f o c u s e d ,  m o d e r a t e ,  f o c u s e d ,  o r  v e r y  

f o c u s e d .

The s e c o n d  r e s e a r c h  q u e s t i o n  r e q u i r e d  t h e  e x a m i n a t i o n  o f  t o p  

m a n a ge m e nt ' s  p e r c e p t i o n  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y .  An i n s t r u m e n t  

o f  t h e  two e l e m e n t s  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y  was d e v e l o p e d .  

T hese  e l e m e n t s  were  b a se d  on an i n s t r u m e n t  d e v e lo p e d  by A n s o f f  ( 1 9 8 4 ) .

These  e l e m e n t s  were  a s  f o l l o w s :

1.  A g g r e s s i v e n e s s  o f  b a n k ' s  i n n o v a t i o n  s t r a t e g y .

2 .  A g g r e s s i v e n e s s  o f  b a n k ' s  m a r k e t i n g  s t r a t e g y .

E ac h  o f  t h e  e l e m e n t s  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y  was 

d e m o n s t r a t e d  t h r o u g h  t a b u l a r  a n a l y s i s  on I l l u s t r a t i o n  2 .  The h o r i z o n t a l  

a x i s  c o n s i s t e d  o f  a two p o i n t  s c a l e  c o n t a i n i n g  f i v e  d e s c r i p t i v e  f a c t o r s  

o f  t h e  f i v e  e l e m e n t s , " s t a b l e , "  " r e a c t i v e , "  " a n t i c i p a t o r y , "  " e x p l o r i n g , "  

and  " c r e a t i v e . "  The e l e m e n t s  were  me asu re d  r e s p e c t i v e l y  by 1 ,  2 ,  3 ,  4 ,  

ana  5 on an i n t e r v a l  s c a l e ,  w he re as  t h e  a t t r i b u t e s  o f  t h e  e l e m e n t s  were  

t h e  l o g i c a l  r e p r e s e n t a t i o n  o f  t h e  s c a l e .  The p e r p e n d i c u l a r  a x i s
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c o n s i s t e d  o f  f i v e  a t t r i b u t e s  f o r  t h e  f i r s t  e l e m e n t ,  and  f i v e  a t t r i b u t e s  

f o r  t h e  s e c o n d  e l e m e n t .  The e le m e n t s  were d e f i n e d  a s  f o l l o w s :

1 . A g g r e s s i v e n e s s  o f  b a n k ' s  i n n o v a t i o n  s t r a t e g y  —  r e f e r s  t o  f i v e  

a t t r i b u t e s .  Each a t t r i b u t e  was d i s t r i b u t e d  on  a f i v e - p o i n t  s c a l e ,  

w h e t h e r  t h e  a t t r i b u t e  was " s t a b l e , "  " r e a c t i v e , "  " a n t i c i p a t o r y , "  

" e x p l o r i n g , "  o r  " c r e a t i v e "  a s  f o l l o w s :

1 . 1 .  R e s p o n s i v e n e s s  to  c u s to m e r s  —  o r  t h e  s t r a t e g y  used  f o r  

r e s p o n d i n g  t o  c u s t o m e r ' s  n e e d s .  The s t r a t e g y  was e i t h e r  " n e g l e c t i n g  

c u s t o m e r s , "  " t h e  s e r v i c e  i s  what  t h e  c u s to m e r  w a n t s , "  " a n t i c i p a t i o n  o f  

c u s t o m e r s  n e e d s , "  " i d e n t i f y i n g  u n f u l f i l l e d  n e e d s , "  o r  " i d e n t i f y i n g  l a t e n t  

n e e d s . "

1 . 2 .  Focus  o f  r e s e a r c h  —  o r  t h e  f o c a l  p o i n t  in  th e  f i r m  f o r  

t h e  p u r p o s e  o f  d e v e l o p i n g  new s e r v i c e s .  The f o c u s  was e i t h e r  on "no 

s e r v i c e  d e v e l o p m e n t , "  " i m i t a t i o n  o f  e m e r g in g  new s e r v i c e s , "  " improvement  

o f  e x i s t i n g  s e r v i c e s , "  " a d o p t i o n  o f  d e v e l o p i n g  s e r v i c e s , "  o r  " p i o n e e r i n g  

new s e r v i c e s . "

1 . 3 .  Mar ke t  d ev e lo p m en t  —  o r  t h e  s t r a t e g y  f o r  d e v e l o p i n g  th e  

b a n k ' s  m a r k e t  s h a r e .  The s t r a t e g y  was e i t h e r  " s t i c k i n g  t o  c u s t o m e r s , "  

" f o l l o w i n g  c o m p e t i t o r s , "  " e x p a n di ng  t o  f a m i l i a r  m a r k e t s , "  " e x p a n di ng  to  

f o r e i g n  m a r k e t s , "  o r  " c r e a t i n g  new m a r k e t s . "

1 . 4 .  F r e q u e n c y  o f  new s e r v i c e  i n t r o d u c t i o n  —  o r  th e  f r e q u e n c y  

o f  i n t r o d u c i n g  new s e r v i c e s  f rom t h e  bank  t o  t h e  m a r k e t .  The f r e q u e n c y  

was e i t h e r  r a t e d  a s  " r a r e , "  " l o w ,"  "medium,"  " h i g h , "  o r  " v e r y  f r e q u e n t . "

1 . 5 .  Role  o f  r e s e a r c h  and d e v e lo p m e n t  d e p a r t m e n t  —  o r  th e  

a c t i v i t i e s  i n i t i a t e d  by  t h e  r e s e a r c h  and  d e v e l o p m e n t  d e p a r t m e n t  o f  th e  

ba nk .  The r o l e  was e i t h e r  "no  r e s e a r c h  and d e v e l o p m e n t , "  " c a l l e d  in  when
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n e c e s s a r y , "  " s u p p o r t i n g  t h e  m a r k e t i n g  d e p a r t m e n t , "  " s o u r c e  o f  new 

p r o d u c t s , "  o r  " t h e  e l i t e . "

2 .  A g g r e s s i v e n e s s  o f  b a n k ' s  m a rk e t i n g  s t r a t e g y  —  r e f e r s  t o  f i v e  

a t t r i b u t e s .  Each  a t t r i b u t e  was d i s t r i b u t e d  on a f i v e - p o i n t  s c a l e ,  th e  

a t t r i b u t e  was e i t h e r  " s t a b l e , "  " r e a c t i v e , "  " e x p l o r i n g , "  " a n t i c i p a t o r y , "  

o r  " c r e a t i v e "  a s  f o l l o w s :

2 . 1 .  S a l e s  a g g r e s s i v e n e s s  —  t h e  i n t e n s i t y  o f  s e l l i n g  t h e  

b a n k ' s  s e r v i c e s .  The i n t e n s i t y  was e i t h e r  " v e r y  lo w , "  " l o w ,"  "medium," 

" h i g h , "  o r  " v e r y  h i g h . "

2 . 2 .  R e s p o n s i v e n e s s  to  c o m p e t i t i o n  —  o r  t h e  s t r a t e g y  used

f rom t h e  bank t o  re sp o n d  t o  c o m p e t i t i o n .  The s t r a t e g y  was  " n o t  t o  

c o m p e t e , "  " r e s p o n d i n g  t o  a g g r e s s i o n , "  " n e i t h e r  a g g r e s s i v e  n o r  pack 

l e a d e r s , "  "pack l e a d i n g , "  o r  "we a r e  o u r  own c o m p e t i t o r s . "

2 . 3 .  Mar ke t  s h a r e  —  or  th e  s t r a t e g y  use d  by t h e  bank  to  

expand  t h e  m a rk e t  s h a r e .  The s t r a t e g y  was e i t h e r  " g r o w in g ,"  " d e f e n d i n g , "  

" i n c r e a s i n g , "  " c o n t r o l l i n g , "  o r  " d om in a t in g  t h e  m a r ke t  s h a r e . "

2 . 4 .  P r o m o t i o n / A d v e r t i s i n g  —  o r  t h e  s t r a t e g y  used  by t h e  bank 

t o  d i s c l o s e  t h e  a v a i l a b l e  s e r v i c e s  to  c u s t o m e r s .  The s t r a t e g y  was e i t h e r  

" t h a t  t h e  b a n k ' s  p r o m o t i o n  and a d v e r t i s i n g  spoke  f o r  i t s e l f , "  " r e a c t i v e , "  

" a g g r e s s i v e , "  " a d v a n c e d , "  o r  " c r e a t i v e . "

2 . 5 .  R o l e  o f  m a r k e t i n g  d e p a r t m e n t  —  o r  t h e  a c t i v i t i e s  

commenced by t h e  m a r k e t i n g  d e p a r tm e n t  o f  t h e  ba nk .  The a c t i v i t i e s  were 

e i t h e r  " m a k in g  s e r v i c e s  a v a i l a b l e  a t  t h e  m a rk e t  p l a c e , "  " c o n v i n c i n g  

c u s t o m e r s  t h a t  t h e  b a n k ' s  s e r v i c e s  were  s u p e r i o r , "  " t o  i n f l u e n c e  s e r v i c e  

de ve lo pm e nt  t o  be  r e s p o n s i v e  t o  c us tom er  n e e d s ,"  " to  e s t a b l i s h  t h e  bank
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a s  a  m a r k e t i n g  l e a d e r , "  " o r  t o  e s t a b l i s h  t h e  bank as  a  m a r k e t i n g

i n n o v a t o r . "

The  t h i r d  r e s e a r c h  q u e s t i o n  r e q u i r e d  t h e  e x a m i n a t i o n  o f  t o p

m a n a g e m e nt ' s  p e r c e p t i o n  o f  t h e  c a p a b i l i t y .  A pa ra d i gm  o f  t h e  t h r e e  

e l e m e n t s  o f  t h e  c a p a b i l i t y  was d e v e l o p e d .  These  e le m e n ts  were ba se d  on 

an i n s t r u m e n t  d e v e lo p e d  by  A n s o f f  ( 1 9 8 4 ) .  T h e s e  e l e m e n t s  w e r e  a s

fo.l 1 o w s:

1 .  M a n a g e r ' s  p r o f i l e s .

2 .  Management  c l i m a t e  p r o f i l e s .

3 .  Management co m pe te nce  p r o f i l e s .

Each o f  t h e  e l e m e n ts  o f  t h e  c a p a b i l i t y  were d e m o n s t r a te d  t h ro u gh

t a b u l a r  a n a l y s i s  on I l l u s t r a t i o n  3 .  The h o r i z o n t a l  a x i s  c o n s i s t e d  o f  a 

f i v e  p o i n t  s c a l e  c o n t a i n i n g  f i v e  d e s c r i p t i v e  f a c t o r s  o f  t h e  t h r e e  

e l e m e n t s .  The e l e m e n t s  were " c u s t o d i a l , "  " p r o d u c t i o n , "  " m a r k e t i n g , "  

" s t r a t e g i c , "  and " f l e x i b l e . "  The e l e m e n ts  were  mea sured  r e s p e c t i v e l y  by  

1 ,  2 ,  3 ,  4 ,  and 5 on an i n t e r v a l  s c a l e ,  w h e r e a s ,  t h e  components  o f  t h e  

e l e m e n t s  were  t h e  l o g i c a l  r e p r e s e n t a t i o n  o f  t h e  s c a l e .  The p e r p e n d i c u l a r  

a x i s  c o n s i s t e d  o f  f o u r  co m ponents  f o r  t h e  f i r s t  e l e m e n t ,  t h r e e  components  

f o r  t h e  sec on d  e l e m e n t ,  and t h r e e  components  f o r  th e  t h i r d  e l e m e n t .  The 

e l e m e n t s  were  d e f i n e d  a s  f o l l o w s :

I .  M a n a g e r s  p r o f i l e s  —  r e f e r s  t o  fo u r  components  and e ac h  

component  was d i s t r i b u t e d  on a f i v e - p o i n t  s c a l e .  The c o m p o n e n t  was  

e i t h e r  " c u s t o d i a l , "  " p r o d u c t i o n , "  " m a r k e t i n g , "  " s t r a t e g i c , "  o r  

" f l e x i b l e , "  a s  f o l l o w s :

1 . 1 .  Ris k  p r o p e n s i t y  —  o r  to p  m an ag em en t ' s  r i s k  p r o p e n s i t y .  

The p r o p e n s i t y  was to w a r d s  e i t h e r  " r e j e c t i n g  r i s k , "  " a c c e p t i n g  f a m i l i a r  
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r i s k s , "  " s e e k i n g  f a m i l i a r  r i s k s , "  " s e e k i n g  u n f a m i l i a r  r i s k s , "  o r  " s e e k i n g  

nove l  r i s k s . "

1 . 2 .  Prob le m s o l v i n g  —  o r  t o p  m a na g e m e n t ' s  way o f  s o l v i n g  

p r o b l e m s .  P r o b l e m  s o l v i n g  was t h r o u g h  e i t h e r  " t r i a l  an d  e r r o r , "  

" d i a g n o s i s , "  " c h o o s in g  among e x i s t i n g  a l t e r n a t i v e s , "  " s e a r c h i n g  f o r  new 

a l t e r n a t i v e s , "  o r  " c r e a t i n g  a l t e r n a t e  s o l u t i o n s . "

1 . 3 .  Knowledge —  o r  t h e  knowledge  r e q u i r e d  by  t o p  management  

f o r  c o n d u c t i n g  b u s i n e s s .  The knowledge  was e i t h e r  " i n t e r n a l  p o l i t i c s , "  

" i n t e r n a l  o p e r a t i o n s , "  " t r a d i t i o n a l  m a r k e t s  + c o m p e t i t o r s  b e h a v i o r  and 

p r o c e s s e s  c o n c e p t s , "  " g l o b a l  o p p o r t u n i t i e s , "  o r  " c h a n g e s  i n  t h e  

e n v i r o n m e n t . "

1 . 4 .  Model o f  s u c c e s s  - —  o r  t o p  m a na ge m e n t ' s  model o f  s u c c e s s .  

The model was e i t h e r  " s t a b l e / r e p e t i t i v e , "  " s e r v i c e  e f f i c i e n c y , "  " b a l a n c e  

o f  i n t e r n a l  e f f i c i e n c y  and m a r k e t i n g  r e s p o n s i v e n e s s , "  " i n v e s t m e n t  in  most  

p r o f i t a b l e  a v a i l a b l e  o p p o r t u n i t i e s , "  o r  " c r e a t i v i t y . "

2 .  Management C l i m a te  P r o f i l e s  —  r e f e r s  t o  t h r e e  co m p on e nt s .  

Ea ch  c o m p o n e n t  was  d i s t r i b u t e d  on  a f i v e - p o i n t  s c a l e ,  a s  e i t h e r  

" c u s t o d i a l ,  " " p r o d u c t i o n , "  " m a r k e t i n g , "  " s t r a t e g i c , "  o r  " f l e x i b l e , "  as  

f o l l o w s :

2 . 1 .  A t t i t u d e  t o w a r d s  c h a n g e  —  o r  ma n a g e m e nt ' s  a t t i t u d e  

t o w a rd s  c h a n g e .  The a t t i t u d e  was e i t h e r  t o  " r e j e c t  c h a n g e , "  " r e a c t  t o  

c h a n g e , "  " s e e k  f a m i l i a r  c h a n g e , "  " s e e k  novel  c h a n g e ,"  o r  t o  " c r e a t e  

c h a n g e . "

2 . 2 .  Change  t r i g g e r  —  o r  m a n a ge m e nt ' s  chan ge  t r i g g e r  in  t h e  

b a n k .  The t r i g g e r  was e i t h e r  " c r i s i s , "  " u n s a t i s f a c t o r y  r e s u l t s , "  

" t h r e a t s , "  " t h r e a t s  and o p p o r t u n i t i e s , "  o r  " s e a r c h  f o r  c h a n g e ."
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2 . 3 .  I n i t i a t i v e  —  o r  m a na ge m e n t ' s  i n i t i a t i v e  in  t h e  b a n k .  

The i n i t i a t i v e  was e i t h e r  " d o n ' t  v o l u n t e e r , "  " f o l l o w  th e  r u l e s , "  " r u n  

w i t h  t h e  b a l l , "  "be  a  c a r e f u l  s e l f - s t a r t e r , "  o r  "be  a s e l f - s t a r t e r . "

3 .  Management Competence  P r o f i l e s  —  r e f e r s  t o  t h r e e  c o m po n en ts ,  

e a c h  component  was d i s t r i b u t e d  on a f i v e - p o i n t  s c a l e .  The component  was 

e i t h e r  " c u s t o d i a l , "  " p r o d u c t i o n , "  " m a r k e t i n g , "  " s t r a t e g i c , "  o r  

" f l e x i b l e , "  as  f o l l o w s :

3 . 1 .  P r o b l e m  s o l v i n g  p r o c e s s  —  o r  ma na ge me nt ' s  p r ob lem  

s o l v i n g  p r o c e s s .  The p r o c e s s  was e i t h e r  " h i e r a r c h i c a l , "  " h i e r a r c h i c a l  

a nd  c o m p a r t m e n t a l i z e d , "  " h i e r a r c h i c a l  and f i r m  w i d e ,"  " f i r m  wide  and 

p ro b l e m  c e n t e r e d , "  o r  "p r o b le m  c e n t e r e d . "

3 . 2 .  I n f o r m a t i o n  s y s t e m  —  o r  t h e  b a s e  o f  t h e  b a n k ' s  

i n f o r m a t i o n  s y s t e m .  The  b a s e  was e i t h e r  " p a s t  i s s u e s , "  " p a s t  

p e r f o r m a n c e , "  " e x t r a p o l a t i v e  f o r e c a s t i n g , "  " e x t r a p o l a t i v e  f o r e c a s t i n g  and 

some e n v i r o n m e n ta l  s u r v e i l l a n c e , "  o r  " e n v i r o n m e n t a l  s u r v e i l l a n c e . "

3 . 3 .  Rewards and i n c e n t i v e s  —  o r  t h e  sys t em o f  r ew a r ds  and 

i n c e n t i v e s  in  t h e  b a n k .  The sy s t e m  was e i t h e r  " l e n g t h  o f  s e r v i c e , "  " p a s t  

p e r f o r m a n c e , "  " c o n t r i b u t i o n  o f  g r o w th ,"  " c o n t r i b u t i o n  o f  g row th  and 

c o n t r i b u t i o n  t o  i n n o v a t i o n , "  o r  " c o n t r i b u t i o n  t o  i n n o v a t i o n . "

Th e  f o u r t h  r e s e a r c h  q u e s t i o n  r e q u i r e d  t h e  e x a m i n a t i o n  o f  

r e l a t i o n s h i p  among t h e  i n d e p e n d e n t  v a r i a b l e s .  The o p e r a t i o n a l  

d e f i n i t i o n s  a r e  t h e  same a s  t h o s e  f o r  r e s e a r c h  q u e s t i o n s  o n e ,  tw o ,  and  

t h r e e .

The  f i f t h  r e s e a r c h  q u e s t i o n  r e q u i r e d  t h e  e x a m i n a t i o n  o f  t h e  

d i f f e r e n c e  in  f i n a n c i a l  p e r f o r m a n c e .  The m e a s u re s  used  were d e r i v e d  f rom 

A n s o f f  ( 1 9 7 1 ) ,  Weston  and  Br igham ( 1 9 8 1 ) ,  S i n k e y  ( 1 9 8 3 ) ,  and Troy  ( 1 9 8 5 ) .
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The c o m p u t a t i o n s  c o u ld  be fo und  in mos t  f i n a n c i a l  t e x t s .  The m e a su r e s  

were  d i v i d e d  i n t o  t h r e e  c a t e g o r i e s .  The e i g h t  v a r i a b l e s  o f  t h e  t h r e e

c a t e g o r i e s  were  o p e r a t i o n a l l y  d e f i n e d  a s  f o l l o w s :

1 . R et u r n  on e q u i t y  (ROE) —  T hi s  " m ea su re s  p r o f i t s  p e r  d o l l a r  o f  

bank  c a p i t a l "  ( S i n ke y  1 9 8 3 : 2 0 2 ) .  The f o l l o w i n g  e q u a t i o n  d e m o n s t r a t e s  th e  

c o m p u ta t i o n  o f  ROE:

ROE = Net  income X 100 = ROA X EM = %
E q u i t y

2 .  R e tu rn  on a s s e t s  (ROA) —  T h is  "m ea sur es  p r o f i t s  o r  n e t  income 

p e r  d o l l a r  o f  a s s e t s "  (S i n k e y  1 9 8 3 :2 0 4 ) .  The f o l l o w i n g  c o m p u t a t i o n

d e m o n s t r a t e s  t h e  c o m p u t a t i o n  o f  ROA:

ROA = Net income X 100 = PM X AU = %
To ta l  a s s e t s

3 .  A s s e t s  u t i l i z a t i o n  (AU) —  "AU me a su re s  a b a n k ' s  a b i l i t y  to  

g e n e r a t e  p e r  d o l l a r  o f  a s s e t s . "  ( S i n k e y  1 9 8 3 :2 0 7 ) .  AU i s  computed  by  th e  

f o l l o w i n g  e q u a t i o n :

AU = Revenue  X 100 = %
T ot a l  a s s e t s

4 .  E q u i t y  u t i l i z a t i o n  (EU) —  T h is  m ea su re s  " t h e  r a t e  o f  t u r n o v e r  

o f  t h e  o w n e r ' s  i n v e s t m e n t"  (Tro y  1985:XV) .  Thi s  me asure  i s  computed  by  

t h e  f o l l o w i n g  f o r m u la :

EU = Revenue X 100 = %
E q u i t y

5 .  L o a n s - t o - d e p o s i t s  (LD) —  r e f e r s  t o  th e  b a n k ' s  l i q u i d i t y  "o r  

t h e  e x t e n t  t o  which  d e p o s i t s  have been  used  t o  meet  loa n  r e q u e s t s .  A 

h i g h  r a t i o  i s  supp os ed  t o  i n d i c a t e  a bank  t h a t  i s  loa n e d  up o r  r e l a t i v e l y  

i l l i q u i d ,  w h er ea s  a low r a t i o  i n d i c a t e s  a l i q u i d  bank w i th  e x c e s s  le n d i n g
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c a p a c i t y "  ( S in k e y  1 9 8 3 : 2 4 2 ) .  T h is  i s  me asured  by compu t ing  t h e  f o l l o w i n g  

f o r m u l a :

LD = Loans  X 100 = %
D e p o s i t s

6 .  P r o f i t  m a r g in  (PM) —  r e f e r s  t o  t h e  marg in  o f  t h e  b a n k ' s  

p r o f i t a b i l i t y .  T h i s  m e asu re  d e t e r m i n e s  low p e r f or m a n c e  bank s  f rom h i g h  

p e r fo rm a n c e  bank s  ( S in k e y  1 9 8 3 : 2 0 2 - 2 0 4 ,2 3 0 ) .  This  i s  computed by th e  

f o l l o w i n g  e q u a t i o n :

PM = Net income X 100 = %
Revenue

7 .  E q u i t y  M u l t i p l i e r  (EM) —  r e f e r s  t o  t o t a l  a s s e t s  d i v i d e d  by 

t o t a l  e q u i t y  c a p i t a l .  Th is  m e a s u r e s  " t h e  d o l l a r  a m ou nt  o f  a s s e t s  

py ra m id ed  on a b a n k ' s  e q u i t y  b a se "  ( S in k e y  1 9 8 3 :5 ) .  The e q u a t i o n  i s  as  

f o l  low s:

EM = T o ta l  A s s e t s  X 100 = %
E q u i t y

" In  b a n k i n g ,  f i n a n c i a l  l e v e r a g e  i s  r e f e r r e d  t o  a s  c a p i t a l  ad eq ua cy  

and  commonly m e a s u r e d  by  a  b a n k ' s  c a p i t a l - t o - a s s e t s  r a t i o  o r  i t s  

r e c i p r o c a l ,  t h e  e q u i t y  m u l t i p l i e r  (EM)" (S in k e y  1 9 83 :4 1 0 ) .

8 .  E x p e n d i t u r e s  t o  n e t  income ( E l )  —  This  me as ur e  r e f e r s  to  th e  

r a t e  o f  e x p e n d i t u r e  d i v i d e d  by  n e t  incom e.  E x p e n d i t u r e s  i n c lu d e d  a l l  

c o s t s ,  bad and d o u b t f u l  d e b t ,  and any o t h e r  l i a b i l i t y  i n c u r r e d  by th e  

f i r m .  T h is  m e as ure  i s  computed by  t h e  f o l l o w i n g  fo r m u la :

El = E x p e n d i t u r e s  X 100 = %
Net Income

The s i x t h  and  s e v e n t h  r e s e a r c h  q u e s t i o n s  were  o p e r a t i o n a l l y  d e f i n e d  

a s  a m i x t u r e  o f  a l l  o f  t h e  above  o p e r a t i o n a l  d e f i n i t i o n s .
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D e f i n i t i o n s

A g g r e s s i v e n e s s  o f  S t r a t e g y  — o r  " s t r a t e g i c  a g g r e s s i v e n e s s " ,  r e f e r s  

t o  t h e  " d e g r e e  o f  d i s c o n t i n u i t y  be tween  s u c c e s s i v e  s t r a t e g i c  p r o j e c t s "  

( A n s o f f  1 9 8 4 :4 7 5 ) .

A n t i c i p a t i n g  —  r e f e r s  t o  an  e n v i r o n m e n t  t h a t  i s  c h a n g i n g  

i n c r e m e n t a l l y  f a s t ,  y e t  i t  i s  f o r e c a s t a b l e  ( A n s o f f  1 9 8 4 ) .

C l i m a t e  —  r e f e r s  t o  " t h e  p a r t  o f  c a p a b i l i t y  which d e t e r m i n e s ,  t h e  

f i r m ' s  p r e d i s p o s i t i o n  f o r  a p a r t i c u l a r  t y p e  o f  b e h a v i o r "  ( A n s o f f  

1 9 8 4 :4 7 6 ) .

Competence  —  r e f e r s  t o  " t h e  p a r t  o f  c a p a b i l i t y  whic h  d e t e r m i n e s  

t h e  f i r m ' s  a b i l i t y  t o  make e f f e c t i v e  a p a r t i c u l a r  t y p e  o f  b e h a v i o r "  

( A n s o f f  1 9 8 4 :4 7 6 ) .

D i s c o n t i n u i t y  —  r e f e r s  t o  "an  e v e n t  which  do e s  n o t  f o l l o w  f rom 

e x t r a p o l a t i o n  o f  a s e r i e s  o f  p r e c e d i n g  e v e n t s "  ( A n s o f f  1 9 8 4 : 4 7 7 ) .

E p i s t e m o l o g y  —  " t h e  t h e o r y  o r  s c i e n c e  t h a t  i n v e s t i g a t e s  t h e  

o r i g i n ,  n a t u r e ,  m e t h o d s ,  an d  l i m i t a t i o n  o f  k n o w l e d g e "  ( W e b s t e r ' s  

D i c t i o n a r y  1 9 8 3 :6 1 4 ) .

E x t r a p o l a t i  v e  -------  r e f e r s  t o  " p l a n n e d  m a n a g e m e n t  b a s e d  on

e x t r a p o l a t i o n  o f  a l t e r n a t i v e s  used  in  t h e  p a s t "  ( A n s o f f  1 9 8 4 : 4 8 0 ) .

F i n a n c i a l  P e r f o rm an ce  —  r e f e r s  to  t h e  b a n k ' s  f i n a n c i a l  p e r f o r m a n c e  

i n  t e r m s  o f  t h r e e  c a t e g o r i e s ,  w h ic h  a r e :  1 .  o v e r a l l  p e r f o r m a n c e  

m e a s u r e s ,  2 .  s t r a t e g i c  p e r f o r m a n c e  m e a s u r e s ,  an d  3 .  o p e r a t i n g  

p e r fo rm a n c e  m e a s u r e s .

Leve l o f  En vi ro n m e n ta l  T u r b u le n c e  —  " t h e  l e v e l  o f  t u r b u l e n c e  in  an 

i n d u s t r y  i s  t h e  s t a t e  o f  knowledge  a t  which  e n v i r o n m e n t  s e r v i n g
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o r g a n i z a t i o n s  in  t h e  i n d u s t r y  must  s t a r t  r e s p o n s e  in  o r d e r  t o  r e s p on d  

e f f e c t i v e l y  t o  e n v i r o n m e n t a l  c h a n g e s "  ( A n s o f f  1 9 7 9 : 5 6 ) .

M y opi c  —  r e f e r s  t o  A n s o f f ' s  m a i n t a i n i n g  " t h a t  an e n v i r o n m e n t  

s e r v i n g  o r g a n i z a t i o n  i s  myopic  i f  i t s  p e r c e p t i o n  o f  t h e  e n v i r o n m e n t  i s  

n a r r o w e r  t h a n  nee de d  t o  c a p t u r e  t h e  f u l l  sc o pe  o f  t h e  e n v i r o n m e n t a l  

t u r b u l e n c e "  ( A n s o f f  1 9 7 9 :1 4 5 ) .

O p e r a t i n g  Pe r f or m a n c e  Me asures  —  r e f e r s  t o  t h e  f i r m ' s  o p e r a t i n g  

f i n a n c i a l  e f f i c i e n c y .  The t h r e e  v a r i a b l e s  use d  f o r  t h i s  mea sure  were  

p r o f i t  m a r g i n ,  e q u i t y  m u l t i p l i e r ,  and e x p e n d i t u r e s  t o  n e t  income.

O v e r a l l  P e r f o r m a n c e  M e a s u r e s  —  r e f e r s  t o  f i r m ' s  s t r a t e g i c  

f i n a n c i a l  e f f e c t i v e n e s s  and o p e r a t i n g  f i n a n c i a l  e f f i c i e n c y .  The  two 

v a r i a b l e s  used  f o r  t h i s  meas ur e  were  r e t u r n  on e q u i t y ,  and r e t u r n  on 

a s s e t s .

R e a c t i v e  —  r e f e r s  t o  "management  which p r o c r a s t i n a t e s  beyond th e  

i n i t i a l  i m p a c t  and  r e s p o n d s  o n l y  when a c h a l l e n g e  b e g i n s  t o  have  a 

s e r i o u s  imp ac t  on t h e  f i r m ' s  p e r f o r m a n c e "  ( A n s o f f  1 9 8 4 :4 8 0 ) .

R e q u i s i t y  V a r i e t y  —  "an  o r g a n i z a t i o n a l  r e s p o n s e  t o  t h e  e n v i r o n m e n t  

w h o s e  c o m p l e x i t y  m a t c h e s  t h e  c o m p l e x i t y  o f  t h e  e n v i r o n m e n t"  ( A n s o f f  

1 9 8 4 : 4 8 2 ) .

S t a b ! e  —  r e f e r s  t o  an e n v i r o n m e n t  t h a t  i s  r e p e t i t i v e  w i t h  no 

a n t i c i p a t e d  cha ng e  ( A n s o f f  19 8 4 ) .

S t r a t e g i c  Pe r f o rm a nc e  Me asures  —  r e f e r s  t o  t h e  f i r m ' s  s t r a t e g i c  

f i n a n c i a l  e f f e c t i v e n e s s .  The t h r e e  v a r i a b l e s  use d  f o r  t h i s  meas ur e  were  

a s s e t s  u t i l i z a t i o n ,  e q u i t y  u t i l i z a t i o n ,  and l o a n s  t o  d e p o s i t s .
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S t r a t e g i c  P o s t u r e  —  r e f e r s  t o  "a  c o m b i n a t i o n  o f  p o r t f o l i o  s t r a t e g y  

w i t h  c o m p e t i t i v e  p o s t u r e s  in  t h e  f i r m ' s  ( b a n k ' s )  s t r a t e g i c  b u s i n e s s  a r e a s  

(SBA)" ( A n s o f f  1 9 8 4 : 4 8 5 ) .

The R e s e a rc h  Approach  

A d e s c r i p t i v e  e l e m e n t a l  r e s e a r c h  a p p r o a c h  was u t i l i z e d  f o r  

q u e s t i o n s  1 ,  2 ,  3 ,  and  4 .  T hi s  a p p r o a c h  e x pa nd ed  upon t h e  q u a l i t i e s

o f  t h e  two e l e m e n t s  o f  t h e  l e v e l s  o f  t h e  e n v i r o n m e n t a l  t u r b u l e n c e ,  th e  

t w o e l e m e n t s  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  t h e  t h r e e  

e l e m e n t s  o f  t h e  o p e n n e s s  o f  c a p a b i l i t y ,  and  t h e  e i g h t  f i n a n c i a l  

p e r fo rm a n c e  m e a s u r e s .  A d e s c r i p t i v e  c o r r e l a t i o n a l  r e s e a r c h  a p p r o a c h  was 

u t i l i z e d  f o r  q u e s t i o n s  f i v e ,  s i x  a n d  s e v e n ,  t o  d e t e r m i n e  t h e  

r e l a t i o n s h i p s  be t w ee n  t h e  in d e p e n d e n t  v a r i a b l e s ,  d e p e n d e n t  v a r i a b l e s ,  

m o d e r a t i n g  v a r i a b l e s ,  and i n t e r v e n i n g  v a r i a b l e s  o f  t h i s  s t u d y .  In t h i s  

s t u d y ,  a l l  s t a t i s t i c a l  a n a l y s i s  a r e  a t  a 0 .0 5  c o n f i d e n c e  l e v e l  o r  l e s s .

C r i t e r i a  f o r  Data  S o u r c e s  

The d a t a  s o u r c e s  c o n s i s t e d  o f  two t y p e s .  The f i r s t  was i d e n t i f i e d  

a s  to p  management  and t h e  secon d  a s  o u t s i d e  o b s e r v e r s .

C r i t e r i a  f o r  t h e  
f i r s t  Data  S o u r c e s

C r i t e r i a  f o r  s e l e c t i n g  t o p  management  d a t a  s o u r c e s  were  as  f o l l o w s :

1. Al l  a v a i l a b l e  b a n k s ,  amo un t in g  t o  t h i r t y - f i v e  b a n k s .

(Annual Re po r t  o f  t h e  C e n t r a l  Bank o f  U n i te d  Arab  E m i r a t e s ,  19 8 1 ) .
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2 .  The l o c a t i o n  o f  t h e  ba nk s  was Abu D ha bi ,  t h e  c a p i t a l  o f  

U n i t e d  Arab E m i r a t e s .

3 .  S u b j e c t i v e  d a t a  o r i g i n a t e d  f rom t h e  h i g h e s t  e x e c u t i v e  

o f f i c e r  o f  t h e  f i r m .

4 .  O b j e c t i v e  f i n a n c i a l  d a t a  o r i g i n a t e d  f rom t h e  f i n a n c i a l  

s t a t e m e n t s  o f  a l l  t h e  ba n k s  f rom December 31-  1981 /  December  3 1- 1 9 84 .

5 .  Bank s  s e l e c t e d  were  in  o p e r a t i o n  f o r  t h e  l a s t  t h r e e  y e a r s  

December  31- 198 1/D ec em be r  31 -1 9 8 4.

C r i t e r i a  f o r  t h e  
Second Data  So ur c e s

The c r i t e r i a  f o r  t h e  sec on d  d a t a  s o u r c e s  r e f e r s  t o  o u t s i d e  

o b s e r v e r s  a s  f o l l o w s :

A sample  o f  t w e n ty  o u t s i d e  o b s e r v e r s  ( n o t  d i r e c t l y  in v o lv e d  

w i t h  any o f  t h e  b a n k s ) ,  such  a s  e x e c u t i v e s  a t  t h e  c e n t r a l  b an k ,  

e x e c u t i v e s  a t  t h e  m i n i s t r y  o f  p l a n n i n g ,  e x e c u t i v e s  a t  t h e  m i n i s t r y  o f  

f i n a n c e  and i n d u s t r y ,  f i n a n c i a l ,  economic  and management c o n s u l t a n t s ,  

c o l u m n i s t s ,  and p u b l i c  a c c o u n t a n t s ,  who have been  in v o lv e d  in  a c t i v i t i e s  

o f  t h a t  n a t u r e  f o r  t h r e e  y e a r s  o r  more .  The e m ph a s i s  f o r  s e l e c t i n g  

o u t s i d e  o b s e r v e r s ,  was p l a c e d  on q u a l i t y  r a t h e r  th a n  q u a n t i t y ,  and 

t h e i r  a c c e s s i b i l i t y  t o  f i r s t  hand in f o r m a t i o n  r e g a r d i n g  ban ks  in  Un i ted  

Arab  E m i r a t e s .

Background

S t r a t e g i c  management s t u d i e s  have  m a in ly  fo c u se d  on t h e  b e h a v i o r  o f  

f i r m s  l o c a t e d  in  i n d u s t r i a l  m a r k e t  e c o n om ie s .  By c o n t r a s t ,  t h i s  s tu dy
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s o u g h t  t o  e x p l o r e  a  new d i m e n s i o n  r e l a t e d  t o  a h ig h  income and  o i l  

e x p o r t i n g  c o u n t r y .  There  a r e  f o u r  h ig h  income and o i l  e x p o r t i n g  

c o u n t r i e s  (Wor ld  Development  R e p o r t ,  19 8 2 ) .  They a r e  Ku w ai t ,  L ib y a ,  

Saudi  A r a b i a ,  and  U ni t ed  Arab  E m i r a t e s .  The c o u n t r y  s e l e c t e d  by  t h i s  

s t u d y  was U ni ted  Arab  E m i r a t e s ,  a s  t h i s  c o u n t r y  has  been  i n c u r r i n g  

d e c r e a s e s  in  o i l  e x p o r t s  and  p r i c e s ,  which  have  r e s u l t e d  i n  lo w e r  o i l  

r e v e n u e s  s i n c e  1981 (Annual Re po r t  o f  th e  C e n t r a l  Bank o f  U n i te d  Arab 

E m i r a t e s ,  198 3) .  The b a n k i n g  i n d u s t r y  i s  t h e  c e n t e r  o f  a l l  

ec onomic  a c t i v i t i e s  in  t e r m s  o f  f i n a n c i a l  t r a n s a c t i o n s ,  t h e r e f o r e ,  

U . A . E . ' s  w o r l d  p o s i t i o n  a s  an o i l  e x p o r t e r  h a s  i n c r e a s e d  

i n t e r n a t i o n a l  commerc ia l  t r a n s a c t i o n s  n a t i o n a l l y  and a b r o a d .  A s t u d y  

suc h  a s  t h i s  c o u l d  be a  s t e p  toward  t h e  u n d e r s t a n d i n g  o f  

s t r a t e g i c  b e h a v i o r  o f  ba nks  in  a h igh  income and o i l  e x p o r t i n g  

c o u n t r y .  As one  w i t n e s s e s  t h e  em ergence  o f  a t u r b u l e n t  and novel 

g l o b a l  e n v i r o n m e n t ,  s t u d i e s  o f  t h i s  n a t u r e  mig ht  be o f  a i d  in  th e  

p e r c e p t i o n  o f  t h e  e n v i r o n m e n ta l  t u r b u l e n c e ,  and as  a c o n s e q u e n c e ,  

b e t t e r  management  m i g h t  em e r g e .

S t r a t e g i c  p o s t u r e  a n a l y s i s  i s  a p a r t  o f  t h e  s t r a t e g i c  management  

t h e o r y .  The e p i s t e m o l o g i c a l  ba ck gr oun d o f  t h e  t h e o r y  was c a t e g o r i z e d  

by  i n v e s t i g a t i n g  t h e  o r i g i n ,  n a t u r e ,  m e t h o d s  and  l i m i t s  o f  a 

phenomenon t o  p r o v i d e  a b e t t e r  u n d e r s t a n d i n g  o f  c o m p l e x i t y ,  and 

in  t u r n ,  r e s u l t s  in c r e a t i n g  s o l u t i o n ( s )  ( r e q u i s i t y  v a r i e t y )  t o  

" r e a l  wo r l d "  p r o b l e m s ,  i f  c r e a t i o n  i s  n e c e s s a r y .  For  ex a m p le ,  H. 

I g o r  A n s o f f  ( 1 9 8 4 :4 5 5 )  m a i n t a i n s  t h a t :
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The m a jo r  a im o f  an e f f o r t  t o  u n d e r s t a n d  a 
p r e v i o u s l y  u n s t u d i e d  p a r t  o f  r e a l i t y  i s  t o  re d u c e  th e  
c o m p l e x i t y  o f  t h e  r e a l  w or ld  t o  a model whic h  i s  
c o m p r e h e n s i b le  and m a n i p u l a b l e  by  man.

The  p r e v i o u s l y  m e n t i o n e d  a im i s  d e m o n s t r a te d  i n  A n s o f f ' s

c o n t r i b u t i o n s ,  s p e c i f i c a l l y  h i s  two books  S t r a t e g i c  Management  

(1 9 7 9 )  and  I m p l a n t i n g  S t r a t e g i c  Management ( 1 9 8 4 ) .  The f o r m e r  

e l a b o r a t e d  on 11 , 25 0  s t r a t e g i c  b e h a v i o r s  and  t h e i r  a p p l i c a b i l i t y ,  and 

t h e  l a t t e r  e l a b o r a t e d  on s e l e c t i n g  t h e  s t r a t e g i c  b e h a v i o r  wh ic h  

ma tc h e s  t h e  e n v i r o n m e n t ,  s p e c i f i e s  t h e  o b j e c t i v e s ,  and  a l l o c a t e s

t h e  r e s o u r c e s .

O t h e r  s t r a t e g i c  management  s t u d i e s  have  i n v e s t i g a t e d  i s s u e s  

s i m i l a r  t o  t h o s e  in  t h e  a r e a  o f  c o n c e r n ,  b u t  n o t  n e c e s s a r i l y  

i d e n t i c a l .  F o r  e x a m p l e ,  Wood an d  L a F o r g e  ( 1 9 7 9 )  e xa m in e d  t h e

a s s o c i a t i o n  b e t w e e n  " c o m p r e h e n s i v e  p l a n n i n g "  a n d  " f i n a n c i a l

p e r fo r m a n c e "  in  Amer ican  l a r g e  b a n k s ,  and Smar t  and V e r t i n s k y  ( 1 98 4 )

examin ed  f o u r  t y p e s  o f  s t r a t e g i e s  w h i c h  w e r e  u s e d  t o  r e s p o n d  t o  

e n v i r o n m e n t a l  c h a l l e n g e s  i n  n i n e t y - f o u r  f i r m s  enga ge d  in  v a r i o u s  

f u n c t i o n s .

C o n t r i b u t i o n s  t o  t h e  a r e a  o f  co nc er n  by r e s e a r c h e r s  hav e  be en  

f r u i t f u l  t o  p r a c t i t i o n e r s .  C o n t r i b u t i o n s  s u c h  a s  C h a n d l e r  ( 1 9 6 2 ) ,  

Bou ge ois  (1980  a  and b ) ,  L e o n t i a d e s  and Tezel  ( 1 9 8 0 ) ,  M i l l e r  and

F r i g s e n  ( 1 9 8 3 ) ,  R o b i n s o n  a nd  P e a r c e  ( 1 9 8 3 ) ,  a nd  o t h e r s  h a v e

em ph a s i z e d  t h e  need  f o r  f u r t h e r  r e s e a r c h .  I t  se e m s,  t h e r e f o r e ,  t h a t  

f u r t h e r  r e s e a r c h  i s  ne ed ed  t o  ex am ine  th e  b e h a v i o r  o f  e n v i r o n m e n t

s e r v i n g  o r g a n i z a t i o n s ,  e s p e c i a l l y  r e s e a r c h  which  would  e l a b o r a t e  on t h e
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r o l e  o f  t h e  s t r a t e g i c  b e h a v i o r ,  and  i t s  r e l a t i o n s h i p  w i t h  f i n a n c i a l  

p e r f o r m a n c e .

Summary

T h is  c h a p t e r  p r e s e n t s  t h e  p u r po s e  o f  t n i s  s t u d y ,  w hich  was t o  

ex amin e  t h e  b a n k in g  i n d u s t r y  o f  a h i g h  inc om e,  o i l  e x p o r t i n g  c o u n t r y .  

The e x a m in a t i o n  was by  c o m pa r in g  t o p  m an a ge m e n t ' s  p e r c e p t i o n  o f  

t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  c o mp ar ing  to p  m a n a g e m e n ts ' s  

p e r c e p t i o n  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  c om p a r i n g  t o p  

m a na ge m e n t ' s  p e r c e p t i o n  o f  t h e  o p e n n e ss  o f  c a p a b i l i t y ,  c o m pa r in g  t h e  

f i n a n c i a l  p e r f o r m a n c e  o f  t h e  b a n k s ,  and  d e t e r m i n i n g  t h e  r e l a t i o n s h i p  

be tween  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  t h e  a g g r e s s i v e n e s s  o f  

s t r a t e g y ,  t h e  o pe nn e ss  o f  c a p a b i l i t y ,  and  t h e  f i n a n c i a l  p e r fo rm a n c e  o f  

banks  in  Abu D h a bi .  Seven  r e s e a r c h  q u e s t i o n s  were p r e s e n t e d .  

V a r i a b l e s  and  r e l a t i o n s h i p s  were  d e s c r i b e d  and t h e i r  o r i g i n s  were  

s i g h t e d  a s  t h e  f o u n d a t i o n  f o r  th e  f ramework  o f  t h e  s t u d y .  A 

d e s c r i p t i v e - e l e m e n t a l  r e s e a r c h  a p p r o a c h  was used  f o r  q u e s t i o n s  1,  

2 ,  3 ,  and 4 .  For  q u e s t i o n  5 ,  6 ,  and  7 ,  a d e s c r i p t i v e - c o r r e l a t i o n a l

r e s e a r c h  a p p ro a c h  was u t i l i z e d .  The c r i t e r i a  f o r  s e l e c t i o n  o f  d a t a  

s o u r c e s  was p r e s e n t e d .  A b r i e f  ba ck gr oun d was t h e  c o n c l u s i o n  o f  t h i s  

c h a p t e r .
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Chapter 2

REVIEW OF SELECTED RELATED 
LITERATURE

The p u r p o s e  o f  t h i s  c h a p t e r  i s  to  i l l u s t r a t e  t h a t  v e r y  l i t t l e  work  

h a s  b e e n  d i r e c t e d  t o  e x a m i n e  t h e  r e l a t i o n s h i p s  b e t w e e n  l e v e l s  o f

e n v i r o n m e n ta l  t u r b u l e n c e  (LE T) ,  a g g r e s s i v e n e s s  o f  s t r a t e g y  (A S) ,  o p e n ne ss  

o f  c a p a b i l i t y  (OC),  and  f i n a n c i a l  p e r f o r m a n c e .  Thi s  c h a p t e r  c o n s i s t s  o f

t h r e e  s e c t i o n s .  The f i r s t  s e c t i o n  c o n t a i n s  a re v ie w  o f  t h e  e v o l u t i o n  t o

s t r a t e g i c  m a n a g e m e n t .  T h e  s e c o n d  s e c t i o n  c o n s i s t s  o f  s e l e c t e d  

p u b l i c a t i o n s  on v a r i o u s  t y p e s  o f  work on s t r a t e g i c  ma nagem ent .  The t h i r d  

s e c t i o n  r e v i e w s  p r e v i o u s  s t r a t e g i c  management  s t u d i e s  and a r t i c l e s  

r e l a t e d  t o  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f

s t r a t e g y ,  o p e n n es s  o f  c a p a b i l i t y ,  and f i n a n c i a l  p e r f o r m a n c e .

E v o l u t i o n  t o  S t r a t e g i c  Management

Herman Kahn (1 9 7 9 : 7 )  s t a t e d  t h a t  " e x c l u d i n g  g r e a t  r e l i g i o u s  e v e n t s ,  

t h e r e  a r e  two g r e a t  w a t e r s h e d s  o f  c i v i l i z e d  h i s t o r y "  They a r e :

1 .  The  a g r i c u l t u r a l  r e v o l u t i o n  in  t h e  f e r t i l e  c r e s c e n t  o f  t h e  

Midd le  E a s t .

2 .  The i n d u s t r i a l  r e v o l u t i o n  in  Hol l an d  and E n g l a nd .

The f i r s t  w a t e r s h e d  was  c h a r a c t e r i z e d  by  s low  c h a n g e s .  I t  t o o k  a b o u t  

e i g h t  t h o u s a n d  y e a r s  t o  c i r c u l a t e  a r oun d t h e  w o r l d .  The se co nd  w a t e r s h e d ,
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t h e  I n d u s t r i a l  r e v o l u t i o n ,  has  been  a round f o r  a p p r o x i m a t e l y  t h e  p a s t  two 

hun d re d  y e a r s ,  and c ou ld  be  c h a r a c t e r i z e d  by  m o d e r a t e  c h a ng e .

R e c e n t l y  a new e v e n t  i s  t a k i n g  p l a c e ,  t h e  " p o s t  i n d u s t r i a l  e r a "  

{ D a n i e l  Be 1 1 : 1 S 7 3 ) . T h i s  e r a  i s  c h a r a c t e r i z e d  by  r a p i d  c h a n g e s ,  

i n n o v a t i o n s ,  s e v e r e  c o m p e t i t i o n ,  i n t e r n a t i o n a l i z a t i o n ,  c u l t u r a l  

i n t e r m i x e s ,  and c o m p e t i t i v e  ec on o m ic ,  s o c i a l ,  t e c h n o l o g i c a l  and  p o l i t i c a l  

c o m p l e x i t i e s .  The f o c a l  p o i n t  i s  t h a t  t h e  spe ed  o f  cha ng e  (A n so f f  1979)  

i s  much f a s t e r  t h a n  t h e  s p e e d  o f  c h a n g e  o f  t h e  a g r i c u l t u r a l  and  

i n d u s t r i a l  r e v o l u t i o n .  Con temp orary  e v e n t s  show t h a t  p r e v i o u s  ways o f  

r e s p o n d i n g  t o  t h e s e  c ha nge s  a r e  n o t  a p p l i c a b l e  anymore .  T h i s ,  in  t u r n ,  

p l a c e s  fun d a me nt a l  c o n c e r n s  on th e  need f o r  new s e t s  o f  g u i d e l i n e s  f o r  

p r o v i d i n g  d i r e c t i o n  an d  r e d u c i n g  c o m p l e x i t y  i n  s u c h  a t u r b u l e n t  

e n v i r o n m e n t .  A r e l a t i v e l y  new way o f  a d d r e s s i n g  t h e s e  c h an ge s  i s  c a l l e d  

" s t r a t e g i c  ma nag emen t . "

A t t e n t i o n  o f  immense  m a g n i t u d e  h a s  b e e n  g i v e n  t o  s t r a t e g i c

management a p p l i c a t i o n s .  This  i s  due  t o  t h e  p r e v a l e n c e  o f  s t r a t e g i c

m a n a g e m e n t  a s  a ga p  n a r r o w i n g ,  a p p l i e d  t h e o r y  b e t w e e n  p r a c t i c a l

t e c h n o l o g y  an d  t h e o r e t i c a l  i n s i g h t s  o f  " t h e  b e h a v i o r  o f  c o m pl e x

o r g a n i z a t i o n s  in  t u r b u l e n t  e n v i r o n m e n t s , "  s e e  A n so f f  ( 1 9 7 9 : 1 ) .  H. I g o r

A n s o f f  ( 1 9 8 4 : 5 8 4 )  d e f i n e d  s t r a t e g i c  management  a s  f o l l o w s :

A p r o c e s s  f o r  managing  t h e  f i r m ' s  r e l a t i o n s h i p s  w i t h  
i t s  e n v i r o n m e n t .  C o n s i s t s  o f  STRATEGIC PLANNING, 
CAPABILITY PLANNING, AND MANAGEMENT OF CHANGE.

A n so f f  ( 19 83)  p r o v i d e s  f o u r  models  f o r  s t r a t e g i c  b e h a v i o r .  Each o f  

t h e  m o d e l s  i s  d i v i d e d  i n t o  two c h a n g e  p r o c e s s e s ,  i n c r e m e n t a l  and 

d i s c o n t i n u o u s .  An i l l u s t r a t i o n  o f  t h e  model i s  p r o v id e d  on I l l u s t r a t i o n

4 .  The h o r i z o n t a l  a x i s  r e p r e s e n t s  two cha ng e  p r o c e s s e s  and t h e  v e r t i c a l  
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a x i s  p r o v i d e s  f o u r  mode ls  o f  s u c c e s s .  The d e s c r i p t i o n  i s  a s  f o l l o w s :

1 .  O r g a n ic  —  r e f e r s  t o  two c ha ng e  p r o c e s s e s  a s  f o l l o w s :

1 . 1 .  The i n c r e m e n t a l  r e f e r s  t o  s e r e n d i p i t o u s  e v o l u t i o n  w hich  i s  

e mp ha s i z e d  by  S imon an d  M a r c h ,  1 9 5 8 .  They  p l a c e d  e m p h a s i s  on  t h e  

o r g a n i z a t i o n  and t h e  human f a c t o r s  i n v o l v e d .  They m a i n t a i n e d  t h a t  t h e  

o r g a n i c  p a r t  o f  t h e  o r g a n i z a t i o n  i s  t h e  m a i n  i n f l u e n c e  on  i t .  

F u r t h e r m o r e ,  t h e y  i n v e s t i g a t e  r e l a t i o n s h i p s  among members and gr ou p s  and 

e x p l o r e  ways o f  r e s o l v i n g  c o n f l i c t s .

Whenever  ch a ng e s  in  t h e  e n v i r o n m e n t  o c c u r ,  s t r u c t u r e  was c o n s i d e r e d  

t h a t  p a r t  o f  t h e  o r g a n i z a t i o n  which r e m a i n s  s t a b l e .  I n n o v a t i o n  was  

c o n s i d e r e d  a l i n k  t o  t h e  a s p i r a t i o n  l e v e l  o f  t h e  i n d i v i d u a l s .  I n n o v a t i o n  

and  a s p i r a t i o n  a r e  i n f l u e n c e d  by  e n v i r o n m e n t .

1 . 2 .  S i m o n  a n d  M a r c h ,  ( 1 9 5 8 )  c o u l d  b e  r e f e r r e d  t o  a s  

in c r e m e n t a l  a s  wel l  a s  d i s c o n t i n u o u s .  They a r e  d i s c o n t i n u o u s  in  t h e  s e n s e  

t h a t  t h e y  e m p h a s i z e  " c r i s e s  m u t a t i o n . "  C r i s i s  m u t a t i o n  r e f e r s  t o  t h e  i d e a  

t h a t  when pr o bl e m s o c c u r ,  a c t i o n s  a t  t h e  r i g h t  t im e  m ig ht  a l l o w  t h e  

o r g a n i z a t i o n  t o  s t a y  i n  b u s i n e s s .

2 .  R e a c t i v e  —  r e f e r s  t o  two c ha nge  p r o c e s s e s ,  which  a r e  d e s c r i b e d  

a s  f o l l o w s :

2 . 1 .  The  i n c r e m e n t a l  r e f e r s  t o  " r e a c t i o n  t o  d y s f u n c t i o n s , "  

which  i s  em ph a s i z e d  by  C y e r t  & March ( 1 9 6 3 ) .  They emp h a s iz e d  a model o f  3 

moving  e l e m e n t s  o f  d e v e lo p m e n t :  1 .  a d m i n i s t r a t i v e ,  2 .  s o c i o l o g i c a l ,  and

3 .  p s y c h c - s o c i o l o g i c a l . They p l a c e d  e m p h a s is  on t h e  a d m i n i s t r a t i v e  p a r t  

o f  d e c i s i o n - m a k i n g ,  a s  i t  i s  i n f l u e n c e d  b y  s o c i o l o g i c a l  and  

p s y c h o - s o c i o l o g i c a l  e l e m e n t s .  F u r t h e r m o r e ,  m a jo r  e m p ha s is  was p l a c e d  on 

p l a n n i n g  a s  a  f o c a l  f u n c t i o n  o f  d e c i s i o n - m a k i n g  t o  r e d u c e  e n v i r o n m e n t a l  
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u n c e r t a i n t y .  They m a i n t a i n  t h a t  t h e r e  a r e  f o u r  f a c t o r s  in  t h e  d e c i s i o n  

ma kin g  p r o c e s s :

1 .  Q u a s i - r e s o l u t i o n  o f  c o n f l i c t .

2 .  U n c e r t a i n t y  a v o i d a n c e .

3 .  P r o b l e m a t i c  s e a r c h .

4 .  O r g a n i z a t i o n a l  l e a r n i n g .

J .  T h o m p s o n ,  1 9 6 7 ,  i n v e s t i g a t e d  w ha t  and how do o r g a n i z a t i o n s  

t r a n s a c t .  He p l a c e d  e m ph a s i s  on t h e  a p p l i c a t i o n  o f  s t r a t e g i e s  t o  o p e n n e ss  

and c l o s e n e s s  o f  t h e  o r g a n i z a t i o n a l  s y s t e m .  F u r t h e r m o r e ,  he e l a b o r a t e s  by 

p o i n t i n g  o u t  t h a t  t h e  c r i t i c a l  p r ob le ms  in  e v a l u a t i n g  t h e  f i r m ' s  p o s i t i o n  

a r e :

1 . The o r g a n i z a t i o n a l  r e a l i z a t i o n  o f  opt imum a c h ie v e m e n t .

2 .  The d e t e r m i n a t i o n  o f  t h e  o r g a n i z a t i o n ' s  s u i t a b i l i t y  f o r  f u t u r e  

e n d e a v o r s .  Thom pso n e x a m i n e s  s t r u c t u r e  i n  a c c o r d a n c e  w i t h  i t s  

r e l a t i o n s h i p  w i t h  t h e  o p e n n e s s  and c l o s e n e s s  o f  th e  s y s t e m ,  and as  

d e t e r m i n e d  by  members i n d i v i d u a l l y  in  t h e  o r g a n i z a t i o n .  F u r t h e r m o r e ,  

d e c i s i o n  ma ki ng  p r o c e s s e s  i s  examined  th r o u g h  a 2x2 m a t r i x ,  w hich  i s  

c a u s e  and e f f e c t  on t h e  one  h a n d ,  and c e r t a i n t y  and  u n c e r t a i n t y  on th e  

o t h e r  ha n d .

2 . 2 .  The d i s c o n t i n u o u s  r e f e r s  t c  " c r i s i s  m u t a t i o n "  w hich  i s  

a l s o  e m ph a s i z e d  by A.D.  C h a n d l e r ,  1962 .  C h a n d le r  p r o v id e d  h i s t o r i c a l  

d e s c r i p t i o n s  o f  f i r m s ,  f i n d i n g  t h e  s i g n i f i c a n c e  o f  t h e  en v i r o n m e n t  a s  a 

f u n d a m e n t a l  i s s u e .  I f  a s u r v i v a l  c r i s i s  o c c u r s ,  i n c r e m e n t a l y  

d i s c o n t i n u o u s  e n v i r o n m e n t  m a n i f e s t s .  T h e r e f o r e ,  a  new s t r a t e g y  i s  

d e p lo y e d  t o  p r o d u c e  a c c e p t a b l e  p e r f o r m a n c e .  As a r e s u l t  o f  d i s c o n t i n u i t y  

o f  t h e  f i r m s  h i s t o r i c a l  s t r a t e g y / s t r u c t u r e  c o m p o s i t i o n ,  a mism atc h  o f  

35

R eprodu ced  with p erm ission  of th e copyright ow ner. Further reproduction prohibited without perm ission .



www.manaraa.com

s t r a t e g y  o c c u r s ,  l e a d i n g  t o  a n  a d o p t i o n  p h a s e  i n  o r d e r  f o r  

s t r a t e g y / s t r u c t u r e  t o  e v o l v e  and g a in  b a l a n c e .  Th is  in  t u r n ,  l e a d s  t o  

s u c c e s s .

3 .  Ad Hoc —  r e f e r s  t o  two c ha nge  p r o c e s s e s  which  a r e  d e s c r i b e d  

w i t h i n  t h e  c o n t e x t  a s  f o l l o w s :

3 . 1 .  The  i n c r e m e n t a l  r e f e r s  t o  " e p i s o d i c , "  " l o c a l , "  a n d  

" e x t r a p o l a t i o n , "  w h i c h  i s  e m p h a s i z e d  by  B. Q ui nn  ( 1 9 8 0 )  i n  h i s  

d e s c r i p t i v e  i n v e s t i g a t i o n  o f  l o g i c a l  i n c r e m e n t a t i o n .  Quinn m a i n t a i n s  t h a t  

"when w e l1-managed"  f i r m s  ch an ge  t h e i r  s t r a t e g y ,  t h e  p r o c e s s e s  u t i l i z e d  

a r e ,  most  o f  t h e  t i m e ,  n o t  s i m i l a r  t o  t h e  l o g i c a l  a n a l y t i c a l  sy s t e m s  

d e s c r i b e d  in  t h e  l i t e r a t u r e .  T h e r e f o r e ,  Quinn  p o s t u l a t e s  a s t r a t e g y  

d e v e l o p m e n t  p r o c e s s  c h a r a c t e r i z e d  by  l o g i c a l  i n c r e m e n t a l  i s m ,  f o r  

s t r a t e g i c  ch a ng e s  which  a r e  n o t  r e s u l t a n t  f rom c r i s e s .  When t h e  f i r m  i s  

c o n f r o n t e d  by  c r i s e s  d u r i n g  n o r m a l  d a y - t o - d a y  o p e r a t i o n s ,  r a t i o n a l  

a n a l y s i s  a r e  recommended f o r  u t i l i t y .

3 . 2 .  The  d i s c o n t i n u o u s  r e f e r s  t o  " t r i a l  and e r r o r  s e a r c h , "  

which  i s  em p h a s iz e d  by H. M in tz b e r g  (1 979 )  in  h i s  e x a m i n a t i o n  o f  t h e  

f i r m s  o r g a n i z a t i o n a l  s t r u c t u r e .  He ex am i n e d  p e r i p h e r a l  c o n c e p t s  t o  

o r g a n i z a t i o n a l  s t r u c t u r e ,  some o f  t h e  c o n c e p t s  a r e :  d e c i s i o n  m a k i n g  

g r o u p s ,  o r g a n i z a t i o n a l  d e s i g n ,  po w e r ,  span  o f  c o n t r o l .

M i n t z b e r g  h y p o t h e s i z e s  t h a t  w he n  c o m p l e x i t y  i n c r e a s e s ,  

d e c e n t r a l i z a t i o n  o f  t h e  s t r u c t u r e  i n c r e a s e s  a l s o .  ( M i n tz b e rg  1 9 7 9 :1 8 7 ) .  

F o r  M i n t z b e r g  a 4 x 4 M a t r ix  r e p r e s e n t e d  en vi r o n m e n t  and s t r u c t u r e .  

En vi r onm en t  i s  c a t e g o r i z e d  by f o u r  a t t r i b u t e s ,  namely  -  " s t a b l e ,  d y na m ic ,  

c om pl e x ,  o r  s i m p l e . "  S t r u c t u r e  i s  c a t e g o r i z e d  by f o u r  a t t r i b u t e s  a l s o ,  

" c e n t r a l i z e d ,  d e c e n t r a l i z e d ,  o r g a n i c ,  o r  b u r e a u c r a t i c . "
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4.  S y s t e m a t i c  r e f e r s  t o  two c ha nge  p r o c e s s e s ,  a s  f o l l o w s :

4 . 1 .  T h e  i n c r e m e n t a l  r e f e r s  t o  " p e r i o d i c  c o m p r e h e n s i v e  

e x t r a p o l a t i o n , "  which  i s  em ph a s i z e d  by  G. A. S t e i n e r  ( 1 9 7 9 : 1 6 - 3 0 ) ,  and  H.

I .  A n so f f  (19 6 5 ,  1984)  i n  t h e i r  " s t r a t e g i c  p l a n n i n g "  c o n c e p t u a l i z a t i o n .  

They m a i n t a i n  t h a t  f i r m s  a r e  b e t t e r  o f f  w i t h  a c o m p r e h e n s iv e ly  e x p l i c i t  

a n d  f o r m a l l y  p r e p l a n n e d  s t r a t e g y .  T hey  f u n d a m e n t a l l y  s t r e s s  t h e  

a n t i c i p a t i o n  o f  t h e  f u t u r e ,  r a t h e r  t h a n  " r e a c t i n g "  t o  i t ' s  o u t c o m e .  

F u r t h e r m o r e ,  th e  s t r a t e g i c  d e c i s i o n - m a k i n g  p r o c e s s  m a t e r i a l i z e d  t h r o u g h  

ex a m in in g  a  c h a i n  o f  c a u s e  and e f f e c t  (what  i f ? ) .

4 . 2 .  The  d i s c o n t i n u o u s  r e f e r s  t o  " c o m p r e h e n s i v e  p e r i o d i c  

a n t i c i p a t i o n . "  H. I .  A ns o f f  e l a b o r a t e d  on t h i s  in  h i s  i n v e n t i o n  o f  

" s t r a t e g i c  man ag em en t . "  The t h e o r y  o f  s t r a t e g i c  management  d e a l s  w i t h  a 

wide  s co pe  o f  p o s s i b l e  a s s o c i a t i o n  among a n d / o r  be tween  sev en  e l e m e n t s .  

The e l e m e n t s  a r e  e n v i r o n m e n t a l  t u r b u l e n c e ,  s t r a t e g i c  t h r u s t ,  c u l t u r e ,  

c o m p e t e n c e ,  p o w e r  s t r u c t u r e ,  s t r a t e g i c  b e h a v i o r ,  a n d  s t r a t e g i c  

l e a d e r s h i p .  The t h e o r y  p r o v i d e s  "how to "  g u i d e l i n e s  f o r  im p r ov in g  t h e  

f i r m ' s  p e r f o rm a n c e  a t  d i f f e r e n t  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e  

( A n s o f f :1 9 7 9 ) .  The c o r e  o f  t h e  t h e o r y  i s  fo c u s e d  on management  o f  c ha nge  

by a n t i c i p a t i n g  t h e  f u t u r e  e n v i r o n m e n ta l  t u r b u l e n c e ,  d e v e l o p i n g  t h e  

r e q u i r e d  s t r a t e g y  ( i f  t h e  c u r r e n t  s t r a t e g y  i s  n o t  a p p r o p r i a t e ) ,  and  

ha vi n g  t h e  c a p a b i l i t y  t o  s u p p o r t  t h e  s t r a t e g y .  Dur ing  t h e  p r o c e s s  o f  

m a tc h in g  e n v i r o n m e n t ,  s t r a t e g y ,  and  c a p a b i l i t y ,  management  o f  r e s i s t a n c e  

mus t  be  a p p l i e d ,  i f  r e s i s t a n c e  i s  e v i d e n t .
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Tne t h e o r y  o f  s t r a t e g i c  management i s  an a p p l i e d  t h e o r y .  I t  a t t e m p t s  

t o  p r o v i d e  I n s i g h t s  i n t o  m a n a g e r i a l  i s s u e s ,  such  a s ,  b e h a v i o r a l  p a t t e r n s  

o f  e n v i r o n m e n t  s e r v i n g  o r g a n i z a t i o n s  ( E S O ' s ) ,  c a u s e s  o f  b e h a v i o r a l  

d i f f e r e n c e s  ES O 's ,  s u c c e s s  and f a i l u r e  c o n t r i b u t i n g  a g e n t s  in  ES O 's ,  

c h o i c e  o f  s p e c i f i c  p r e v a i l i n g  s t y l e  o f  b e h a v i o r a l  c a u s e s  in  ES O 's ,  

p r o c e s s e s  o f  t r a n s i t i o n  by wh ich  ESO's s h i f t  a n d / o r  d r i f t  f r o m  o n e  

p r e v a i l i n g  s t y l e  t o  a n o t h e r ,  and m a tc h in g  t h e  ESO's e n v i r o n m e n t ,  c u l t u r e ,  

r e s p o n s e  and c a p a b i l i t y  t o  ea c h  o t h e r  in  o r d e r  o f  be in g  s u c c e s s f u l .  The 

t h e o r y  o f  s t r a t e g i c  management i s  a m i x t u r e  o f  o t h e r  d i s c i p l i n e s ,  a s  

d e s c r i b e d  by A n s o f f  ( 1 9 7 9 : 3 ) :

* The t h e o r y  i s  m u l t i - d i s c i p l i n a r y  in  t h e  s e n s e  t h a t  i t
s e e k s  an o p t i c  a p p r o p r i a t e  t o  t h e  pro ble m and  n o t  t o  a 
p a r t i c u l a r  s c i e n t i f i c  d i s c i p l i n e .  T he re  a r e  two p a t h s
t o  such  an o p t i c .  One i s  t o  a t t e m p t  an i n t e g r a t i o n  o f
t h e  a v a i l a b l e  d i s c i p l i n a r y  i n s i g h t s  i n t o  a c o h e r e n t  
w ho le .  The o t h e r  i s  t o  work back  f rom t h e  " r e a l  w o r l d"  
p r o b le m ,  a b s t r a c t  t h e  f e a t u r e s  whic h  a p p e a r  c r i t i c a l  t o  
e x p l a n a t i o n s  o f  b e h a v i o r ,  and t h e n  s e l e c t i v e l y  bo r r ow  
f rom t h e o r e t i c a l  i n s i g h t s  which  may be  a v a i l a b l e .

The  s e c o n d  p a t h  was f o l l o w e d  t o  c o n s t r u c t  t h e  t h e o r y .  The  

c o n s t r u c t o r  w a s  H.  I .  A n s o f f  i n  h i s  bo o k  S t r a t e g i c  M an ag em en t  

( A n s c f f , 1 9 7 9 ) .

C h a n d le r  ( 1 9 6 2 ) ,  in  h i s  e x a m i n a t i o n  o f  a l a r g e  sample  o f  i n d u s t r i a l  

f i r m s  in  t h e  U n i t e d  S t a t e s  o f  Am e r i c a ,  p r o v i d e s  g e n e r a l i z a t i o n s  a b o u t  

gr owt h  and management o f  t h e s e  f i r m s .  He m a i n t a i n s  t h a t  t h e  f und am en ta l  

p u r p o se  o f  s t r u c t u r e  i s  t o  u n i t e  a l l  a c t i v i t i e s  o f  t h e  f i r m  in  m e e t i n g  

m a r k e t  d e m a n d s .  C h a n d l e r  ( 1 9 6 2 )  e x a m i n e d  t h e  s t r a t e g y  -  s t r u c t u r e  

r e l a t i o n s h i p .  T h is  s t u d y  i s  b a s ed  on A n s o f f  ( 1 9 7 9  and  1 9 8 4 ) ,  w h ic h  

o r i g i n a t e d  f rom C h a n d l e r ' s  " s t r a t e g y  -  s t r u c t u r e .
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Changes  i n  t h e  n a t u r e  o f  Amer ican  i n d u s t r y  have  o c c u r r e d  d u r i n g  t h e  

p a s t  f i f t y  y e a r s ,  and  ch a n ge  w i l l  c o n t i n u e  t o  o c c u r ,  a s  m a i n t a i n e d  by  

J o h a n  K.  G a l b r a i t h  ( 1 9 6 3 , 1 9 6 7 ,  and  1 9 6 9 ) .  G a l b r a i t h  e m ph a s i z es  t h a t  

t r a d i t i o n a l  ec on omi c  mod els  a r e  n o t  a p p l i c a b l e  a ny m or e ,  t h e r e f o r e ,  new 

d e v e lo p m e n ts  a r e  r e q u i r e d  t o  r e s po n d  t o  t h e s e  c h a n g e s .

G a l b r a i t h  ( 1 9 6 9 : 3 0 - 3 5 )  a d v a n c e d  t h a t  f i r m s  f a c e  t e c h n o l o g i c a l  

c o n s e q u e n c e s .  These  c o n s e q u e n c e s  r e s u l t  f rom t e c h n o l o g i c a l  i n n o v a t i o n s ,  

which  im p a c t  t h e  r e l a t i o n s h i p s  be tween  o t h e r  o r g a n i z a t i o n s ,  c u s t o m e r s ,  

and  t h e  s t a t e .  He added  t h a t  s i x  c o n s e q u e n c e s  a r e  o f  u r g e n t  n a t u r e .  They 

a r e :

1.  Long er  t i m e  f rom i n n o v a t i o n  t o  p r o d u c t i o n  o f  p r o d u c t s .

2 .  More i n v e s t m e n t  f o r  p r o d u c t i o n .

3 .  I n f l e x i b i l i t y  in  c o m m it t i n g  t i m e  and money.

4 .  The need  f o r  s p e c i a l i z e d  human r e s o u r c e s ,  which  d i r e c t  t h e  f i r m  

a f t e r  a n t i c i p a t i n g  t h e  f u t u r e .

5.  T he  n e e d  t o  c o n t r o l  and  c o o r d i n a t e  s p e c i a l i s t s ,  d u e  t o  

o r g a n i z a t i o n a l  c o m p le x i t y

6 .  Due t o  a l l  t h e  a b o v e ,  t h e  n e c e s s i t y  f o r  p l a n n i n g  i s  e m p h a s i z e d .

E d g a r  H. S c h e i n ,  ( 1 9 8 0 : 2 5 2 )  p l a c e s  e m ph a s i s  on " o r g a n i z a t i o n a l

e f f e c t i v e n e s s . "  He m a i n t a i n s  t h a t  " go o d c o m m u n i c a t i o n ,  f l e x i b i l i t y ,  

c r e a t i v i t y ,  and g e n u in e  p s y c h o l o g i c a l  c om mi tm en t , "  a r e  t h e  bac kgr oun d f o r  

e f f e c t i v e l y  o r g a n i z i n g  t h e  f i r m ,  and c o p in g  w i t h  e n v i r o n m e n t a l  c h a n g e s .

R. Rummelt a n a l y z e d  t h e  b e h a v i o r  o f  t h e  1949 ,  1959 ,  and 1969 F o r tu n e  

5 0 0  c o m p a n i e s .  Th e  s t r a t e g y  f o r  s u c c e s s  w as  t h e  c o m p a n i e s '  

d i v e r s i f i c a t i o n  f o r  g r o w th .  Al th ou g h  Rummelt ( 1 9 7 4 :3 3 )  m a i n t a i n s  t h a t  

s t r u c t u r e  c o n s i s t s  o f  " sy s te m s  o f  c o n t r o l ,  p l a n n i n g  i n f o r m a t i o n  f l o w ,  
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me tho ds  o f  r ew ar d  and  p u ni sh m e n t  and d e g r e e  o f  d e l e g a t i o n , "  he  ex amined  

s t r u c t u r e  more  a s  t h e  o rg a n is m  o f  t h e  f i r m .

D. C h an n on  ( 1 9 7 3 )  c e n t r a l i z e d  on t h e  s e qu en ce  o f  s t r a t e g y  and 

s t r u c t u r e  t o  e x e c u t e  n o r m a t i v e  p e r f o r m a n c e .  Upon c o m p l e t i n g  a  s u r v e y  on 

t h e  B r i t i s h  e n t e r p r i s e ,  Channon w r ot e  t h a t  th e  a d o p t i o n  o f  t h e  new 

s t r a t e g y ,  d u e  t o  t h e  c ha n g e s  o f  t h e  e n v i r o n m e n t ,  a l s o  b r o u g h t  a d r a m a t i c  

ch a n ge  in  t h e  a d m i n i s t r a t i v e  s t r u c t u r e  o f  t h e  l a r g e  c o r p o r a t e  e n t e r p r i s e .  

The m u l t i d i v i s i o n a l  s t r u c t u r e  p r o v i d e d  t h e  a d m i n i s t r a t i v e  mechanism t o  

c o n t r o l ,  c o n s o l i d a t e ,  and  i n s t i t u t i o n a l i z e  t h e  new s t r a t e g y  (Chan no n,  

1 9 7 3 :2 3 8 ) .

T h o r e l l i  c o v e r e d  t h e  i s s u e s  o f  s t r a t e g y ,  s t r u c t u r e  and p e r f o r m a nc e  

( 1 9 7 7 ) .  He d i s c u s s e d  p e r f o r m a n c e ,  b u t  d i d  n o t  me n t io n  how t h e  pe r f o r m a n c e  

i s  e f f e c t e d  when c h a n g e s  o f  s t r a t e g y  and s t r u c t u r e  o c c u r .  He a l s o  sp ok e  

o f  b a r g a i n i n g  p ow er ,  a n d / o r  " p o l i t i c s , "  t o  a c h i e v e  t h e  g o a l s  o f  t h e  f i r m .  

T h o r e l l i  d i s t i n g u i s h e d  be tween  t h e  en v i r o n m e n t  i n s i d e  and o u t s i d e  t h e  

f i r m .

AcKoff  (1 9 8 1 )  e m p h a s iz e d  f o u r  b a s i c  t r a i t s  in  p l a n n i n g :

1 .  R e a c t i v e  -  r e i e r s  t o  t h o s e  who a vo id  c h a n g e ,  r e s p e c t  h i s t o r y ,  

and  p r e s e r v e  t r a d i t i o n .  They a r e  n e i t h e r  s a t i s f i e d  w i t h  t h e  p a s t  n o r  t h e  

f u t u r e .  They wan t  t h i n g s  t h e  way t h e y  a r e  a t  p r e s e n t .

2 .  I n a c t i v e  -  r e f e r s  t o  t h o s e  who have  s t a b i l i t y  and s u r v i v a l  a s  

t h e i r  o b j e c t i v e s .  They d e l a y  r e s p o n d i n g  t o  c r i s e s  u n t i l  t h e i r  o b j e c t i v e s  

a r e  t h r e a t e n e d .  They want  t h i n g s  t h e  way t h e y  were  in  t h e  p a s t .

3 .  P r o a c t i v e  -  r e f e r s  t o  t h o s e  who a n t i c i p a t e  t h e  f u t u r e ,  a r e  

p r e p a r e d  t o  m in i m iz e  t h e  im pa ct  o f  p r e d i c t e d  t h r e a t s ,  and  c a p i t a l i z e  on 

p r e d i c t e d  f u t u r e  o p p o r t u n i t i e s .  They se e k  chan ge  and a b ho r e  t h e  p a s t .
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4.  I n t e r a c t i v e  -  r e f e r s  t o  t h o s e  who c r e a t e  t h e  f u t u r e ,  l e a r n  new 

d e v e l o p m e n t s ,  and  a d a p t  t o  f a s t  c h a n g e s .  They p o s s e s s  t h e  b e s t  t r a i t s  f o r  

r e s p o n d i n g  t o  h ig h  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e .

H. I g o r  A n s o f f ' s  work (1 9 65 ,  1979 ,  1984)  c o n t a i n s  an a n a l y s i s  o f  th e  

r e l a t i o n s h i p  o f  c a p a b i l i t y ,  s t r a t e g y ,  e n v i r o n m e n t  and  p e r f o r m a n c e .  

I n c lu d e d  in  h i s  work a r e  t h e o r e t i c a l  p r o p o s i t i o n s ,  w hereby  f o r  d i f f e r e n t  

t y p e s  o f  e n v i r o n m e n t s ,  d i f f e r e n t  s o l u t i o n s  a r e  a p p l i e d .

Th er e  a r e  v a r i o u s  s t u d i e s  which  examine  t h e  r e l a t i o n s h i p s  be tween  

s t r a t e g i c  p l a n n i n g  and p e r f o r m a n c e .  The r e s u l t s  d i v i d e  them i n t o  two 

g r o u p s :

I .  T h o s e  who f o u n d  t h a t  s t r a t e g i c  p l a n n i n g  de e s  c o n t r i b u t e  to  

b e t t e r  p e r fo r m a n c e  ( A n s o f f ,  Br an d e n b u r g ,  and R a d o s e v ic h ,  1971; H e r a ld ,  

1972;  Rug,  1973;  Kager  and M a l i k ,  1975; B u r t ,  1978;  Wood and LaFo rg e ,  

1979 ,  Rhyne ,  1986;  and  o t h e r s ) .

2 .  Those who found  t h a t  s t r a t e g i c  p l a n n i n g  doe s  n o t  c o n t r i b u t e  to  

b e t t e r  p e r f o r m a n c e  (N or b u r n ,  1975;  Ku dla ,  1980;  L e o n t i a d e s  and T e z e l , 

1980; and o t h e r s ) .

G r e e n l y  ( 1 9 8 6 )  p o i n t s  o u t  f i v e  w e ak ne sse s  in  s t u d i e s  c o n c e r n i n g  

s t r a t e g i c  p l a n n i n g  and  p e r f o r m a n c e .  The w e a k ne s se s  a r e :

1.  Not  i d e n t i f y i n g  o t h e r  v a r i a b l e s  a s s o c i a t e d  w i t h  t h e  i m pl ie d  

r e l a t i o n s h i p s .

2 .  S u b j e c t i v i t y  in  p a r a d ig m i c  c o n c e p t u a l i z a t i o n .

3 .  P e r s o n a l  and  m e t h o d o lo g ic a l  b i a s .

4 .  Uncommon p a r a m e t e r s  o f  a s s e s s m e n t s  were  e v i d e n t .

5 . S t a t i s t i c a l  s i g n i f i c a n c e  o f  r e s u l t s  v a r i e d ,  and was no t  r e p o r t e d  

1n some c a s e s .
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F u r t h e r m o r e ,  1 t  s e e m s  t h a t  g r e a t  e m p h a s i s  ha s  been  p l a c e d  on 

s t r a t e g i c  p l a n n i n g ,  w h i l e  i t  i s  a p a r t  o f  t h e  c o m p o n e n t s  o f  t h e  

"Management Competence P r o f i l e s , "  which  i s  one  o f  t h e  f o u r  e l e m e n t s  o f  

c a p a b i l i t y .  (See  A n s o f f  1 9 7 9 , 1 9 8 4 ) .  T h e r e f o r e ,  G r e e n l y ' s  f i r s t  c r i t i q u e  

i s  i n  o r d e r  ( t h e  o t h e r  f o u r  a r e  in  o r d e r  a l s o ) ,  e x c e p t  he d i d  n o t  

e x p l i c i t l y  e m p h a s iz e  t h e  o t h e r  v a r i a b l e s ,  which  may im p a c t  p e r f o r m a n c e .  

T h e s e  v a r i a b l e s  c o u ld  be  e n v i r o n m e n t ,  s t r a t e g y ,  and c a p a b i l i t y .  T his  

s t u d y  m a i n t a i n s  t h a t  t h e y  a r e  t h e  v a r i a b l e s  which  d e t e r m i n e s  f i n a n c i a l  

p e r f o r m a n c e .

E n v i r o n m e n t ,  S t r a t e g y ,  and C a p a b i l i t y  

Co nte mp ora ry  f i r m s  a r e  c o n f r o n t e d  by  h i g h  l e v e l s  o f  e n v i r o n m e n ta l  

t u r b u l e n c e ,  which  may c a u s e  e x t i n c t i o n ,  o r  l i m i t e d ,  g r o w th ,  i f  a ny .  The 

f u n d a m e n t a l  a b i l i t y  o f  t o p  m a n a g e m e n t ' s  a c c u r a t e  a n t i c i p a t i o n  o r  

p e r c e p t i o n  o f  f u t u r e  t u r b u l e n c e ,  w i l l  e n h a n c e  t h e  f i r m s  a b i l i t y  t o  

s u r v i v e  in  such  t u r b u l e n t  e n v i r o n m e n t s .  Thi s  s e c t i o n  o f  t h e  c h a p t e r  i s

d i r e c t e d  t o w a r d s  e x p l o r i n g  t h e  works  o f  a s e l e c t e d  c o l l e c t i o n  o f  s o u r c e s

c o n c e r n i n g  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  

s t r a t e g y ,  o p e n n e s s  o f  c a p a b i l i t y ,  and p e r f o r m a n c e .

The e n v i r o n m e n t  was i d e n t i f i e d  by A g u i l a r  ( 19 6 7 )  as  an im p o r t a n t

v a r i a b l e  f o r  a f i r m ' s  s u r v i v a l .  A d a p t in g  t o  t h e  e n v i r o n m e n t  I s  t h e  c o r e  

o f  s u r v i v a l .  A g u i l a r  d i v i d e s  t h e  en v i r o n m e n t  i n t o  f o u r  e l e m e n t s ,  s o c i a l ,  

e c o no m ic ,  p o l i t i c a l ,  and  t e c h n o l o g i c a l .

The  e n v i r o n m e n t  o f  a f i r m  c o n s t i t u t e s  b o th  p h y s i c a l  and s o c i a l

e l e m e n t s  a s  d e f i n e d  by  Duncan ( 1 9 7 2 ) .  He adds  t h a t  t h e s e  two e l e m e n t s  a r e  

d i r e c t l y  c o n s i d e r e d  when d e c i s i o n - m a k i n g  m a t e r i a l i z e s  in  t h e  f i r m .  Duncan 
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m a i n t a i n s  t h a t  t h e  e n v i r o n m e n t  i s  f u r t h e r  d i v i d e d  i n t o  i n t e r n a l  and  

e x t e r n a l  c o m p o n e n ts .  The i n t e r n a l  r e f e r s  t o  t h e  s o c i a l  a n d  p h y s i c a l  

e l e m e n t s  i n s i d e  t h e  f i r m ,  an d  t h e  e x t e r n a l  r e f e r s  t o  t h e  same two 

e l e m e n t s  o u t s i d e  t h e  f i r m .  Duncan c o n c l u d e s  by  e m p h a s i z in g  t h e  im p o r t a n c e  

o f  t h e  e n v i r o n m e n t  when d e c i s i o n s  a r e  made .  He m a i n t a i n s  t h a t  as  t h e  

t u r b u l e n c e  o f  t h e  e n v i r o n m e n t  i n c r e a s e s ,  t h e  u n c e r t a i n t y  i r c r e a s e s ,  and  

a s  t h e  e n v i r o n m e n t a l  t u r b u l e n c e  d e c r e a s e s  t h e  u n c e r t a i n t y  d e c r e a s e s ,  a s  

w e l l .

Raymond E.  M i l e s ,  C h a r l e s  C. Snow, and  J e f f r e y  P f e f f e r  ( 1 9 7 4 : 2 6 3 ) ,  

in  t h e i r  a r t i c l e  on o r g a n i z a t i o n a l  e n v i r o n m e n t ,  a d d r e s s e d  t h e  e x t e n t  t o  

which  t h e  e n v i r o n m e n t  s h a p e s  t h e  o r g a n i z a t i o n .  They m a i n t a i n  t h a t  "we 

have  no d o u b t s  t h a t  o r g a n i z a t i o n s  m u s t ,  and do a d j u s t  t h e i r  s t r a t e g i e s ,  

t e c h n o l o g i e s ,  s t r u c t u r e s ,  and p r o c e s s e s  t o  meet  c h a n g in g  e n v i r o n m e n ta l  

de m a n ds ."  They f u r t h e r  add  on page  2 6 4 ,  t h a t  m a n a g e r ia l  p e r c e p t i o n s  o f  

t h e  e n v i r o n m e n t  a r e  a  key  v a r i a b l e  in  d e c i d i n g  how to  a d j u s t  to  t h e  

e n v i r o n m e n t .

P o r t e r  ( 1 9 7 9 : 1 3 7 - 1 4 4 )  m a i n t a i n s  t h a t  t h e  f i v e  f o r c e s  w hic h  d e t e r m i n e  

t h e  n a t u r e  and  d e g r e e  o f  c o m p e t i t i o n  i n  any  i n d u s t r y  a r e  :

1.  T h r e a t s  o f  new c o m e r s .

2 .  C u s to m e r s '  b a r g a i n i n g  power .

3 .  S u p p l i e r s '  b a r g a i n i n g  power .

4 .  S u b s t i t u t i o n  o f  p r o d u c t / s e r v i c e .

5 .  F l u c t u a t i o n  o f  s u p p l y .

U n d e r s t a n d i n g  o f  t h e  w o r k i ng s  o f  t h e  abo ve  as  t h e y  r e l a t e  t o  t h e  

f i r m ,  i s  an  i m p o r t a n t  f a c t o r  in  a d j u s t i n g  t o  the m.
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The e n v i r o n m e n t  i s  " o f t e n  u n c e r t a i n ,  b e w i l d e r i n g ,  co m p le x ,  and 

r a p i d l y  c h a n g in g  " a c c o r d i n g  t o  E l l i s  ( 1 9 8 2 : 3 - 1 2 ) .  He p r o v i d e s  r e s p o n s e s  

t o  su ch  an e n v i r o n m e n t  by s u g g e s t i n g  p r a c t i c a l ,  a c t i v e ,  f l e x i b l e ,  and 

s e n s i t i v e  a c t i o n s .

The r e l a t i o n s h i p  b e t w e e n  s t r a t e g i c  p l a n n i n g  and  e n v i r o n m e n t a l  

p e r c e p t i o n  was ex am in ed  by J a v i d a n  ( 1 9 8 4 : 3 8 3 - 3 9 2 ) .  His r e s u l t s  i m p l i e d  

t h a t  p e r c e p t i o n  o f  t h e  e n v i r o n m e n t  i s  a s t r o n g  m o d e r a t o r  f o r  re s p o n d i n g  

t o  t h e  e n v i r o n m e n t .

Smar t  and  V e r t i n s k y  ( 1 9 8 4 :1 9 9 - 2 1 2 )  s a i d  t h a t  modern  o r g a n i z a t i o n s  

e x i s t  in  t u r b u l e n t  e n v i r o n m e n t s  which c a u s e  s u r v i v a l  and  g ro w th  t h r e a t s .  

They exa min e  t h e  r e l a t i o n s h i p  be tween  s t r a t e g y  and e n v i r o n m e n t .  T h e i r  

f i n d i n g s  e m ph a s i z ed  t h a t  p e r c e p t i o n  o f  t h e  e n v i r o n m e n t ,  and t h e  c o s t  t o  

r e s p o n d ,  a r e  c r u c i a l  e l e m e n t s  o f  s u c c e s s .

A n s o f f  ( 19 65 )  p r o p o se d  one  o f  t h e  f i r s t  d e t a i l e d  p r o c e d u r e s  f o r  

a n a l y z i n g  t h e  ec on omi c  d i m e n s i o n s  o f  s t r a t e g y  f o r m u l a t i o n  p r o c e s s e s .  He 

p l a c e d  e m p h a s i s  on t h e  c o n t e n t  o f  s t r a t e g y ,  w i t h  f u r t h e r  e m p h as i s  on 

s y n e r g y  a s  a m a jo r  f a c t o r  o f  t h e  s t r a t e g i c  c h o i c e .

B u s i n e s s  s t r a t e g y  p l a c e m e n t  in  t h e  c o n t e x t  o f  t h e  c o n t i n g e n c y  t h e o r y  

was e l a b o r a t e d  on by Ho fe r  ( 1 9 7 5 : 7 8 5 - 8 0 5 ) .  Ho fer  e m p h a s i z e d  t h e  need  f o r  

a  c o n c e p t u a l  f rame wo rk  f o r  s t r a t e g y .  He I n t e r r e l a t e d  p r o p o s i t i o n s  o f  

s t r a t e g y  f o r m u l a t i o n  p r o c e s s e s ,  and s t r a t e g y  c o n t e n t  p r o p o s i t i o n s ,  f rom 

t h e  n o r m a t i v e  l i t e r a t u r e .  His  c o n c l u s i o n s  a r e  tw o f o l d :

1.  The c o n t i n g e n c y  t h e o r y  d e v e l o p m e n t  f o r  b u s i n e s s  s t r a t e g y  i s  

i m p o r t a n t .  I t  s h o u ld  a t  l e a s t  improve p r o d u c t i v i t y ,  r e g a r d l e s s  o f  th e  

f i r m ' s  s i z e ,  which  w i l l  l e a d  t o  t h e  b e t t e r m e n t  o f  s o c i e t y  a s  a w h o l e .
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2 .  Su c h  t h e o r i e s  m i g h t  be i m p a c t f u l  in  t e r m s  o f  t h e  a n t i t r u s t  

r e g u l a t i o n s ,  s p e c i f i c a l l y  c a l c u l a t i o n s  ( r e a s o n a b l y  p r e c i s e  c a l c u l a t i o n s )  

o f  ec ono mic  c o s t s ,  when a n t i t r u s t  i s  a p p l i e d  t o  an i n d u s t r y .  I t  would 

h e l p  in  r e d u c i n g  t h e  amount  o f  eco nom ic  r e s o u r c e s  w a s t e d  by  t h e  n a t i o n .

One o f  t h e  t o o l s  o f  s t r a t e g i c  management i s  t h e  "company m i s s i o n , "  

whic h  i s  e m p ha s i z e d  by P e a r c e  I I  ( 1 9 8 2 : 1 5 - 2 4 ) .  He e l a b o r a t e s  on  a 

f ra me wor k  f o r  d e v e l o p i n g  a company m i s s i o n ,  and  e m p h a s i z e s  f u r t h e r  on t h e  

im p o r ta n c e  o f  s t a t i n g  i t .  Th is  sh o u ld  a i d  in  h i g h l i g h t i n g  t h e  demands 

p l a c e d  on t h e  m i s s i o n  i n t e r n a l l y ,  a s  we l l  a s  e x t e r n a l l y .  His  c o n c l u s i o n  

m a i n t a i n s  t h a t  t h e  m i s s i o n  s t a t e m e n t  i s  d e r i v e d  f r o m  s p e c i f y i n g  t h e  

f i r m ' s  u l t i m a t e  a im .  T h i s ,  in  t u r n ,  s ho u l d  r e s u l t  in  s u s t a i n e d  s u r v i v a l ,  

g r o w t h ,  and  p r o f i t a b i l i t y .

H i l l e r  an d  F r i e s e n  ( 1 9 8 3 : 2 2 1 - 2 3 5 )  i n v e s t i g a t e d  t h e  r e l a t i o n s h i p  

be twe en  s t r a t e g y  and  e n v i r o n m e n t  among two d i s t i n c t  s a m p l e s .  They  

e m p h as i z e d  t h a t  an i n c r e a s e  in  e n v i r o n m e n ta l  chan ge  s h o u l d  be p o s i t i v e l y  

c o r r e l a t e d  t o  t h e  s t r a t e g y .  T h e i r  f i n d i n g s  i m p l y  t h a t  p o s i t i v e  

c o r r e l a t i o n s  b e tw ee n  s t r a t e g y  and e n v i r o n m e n t  a r e  s t r o n g e r  in  s u c c e s s f u l  

f i r m s .  In  t h e i r  w o r d s ,  "a  t h i r d  l i n k ,  t h a t  be tween  s t r a t e g y - m a k i n g  and 

e n v i r o n m e n t ,  mus t  a l s o  be  c a r e f u l l y  ma na ge d ."

G lu c k ,  Kaufman,  and  Wa l le ck  (1 9 8 0 :1 5 4 - 1 6 1 )  m a i n t a i n  t h a t  th e  b e s t  

f i r m s  a r e  f i r m s  which  p l a n  t h e i r  f u t u r e  f o r m a l l y  and  e x p l i c i t l y .  They 

s t r e s s  t h a t  t h e i r  " f i n d i n g s  i n d i c a t e  t h a t  formal  s t r a t e g i c  p l a n n i n g  d oe s  

i n d e e d  e v o l v e  a l o n g  s i m i l a r  l i n e s  1n d i f f e r e n t  c o m p a n ie s . "  F u r t h e r m o r e ,  

e x t r a p o l a t i o n s  o f  p a s t  t r e n d s ,  and  a t t e m p t i n g  t o  a n t i c i p a t e  f u t u r e  

p o l i t i c a l ,  ec o n o m ic ,  and  s o c i a l  e v e n t s ,  i s  o f  g r e a t  s i g n i f i c a n c e  in  o r d e r  

t o  p r o v i d e  t h e  mo s t  s u i t a b l e  f u t u r e  s t r a t e g y .
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An e x a m i n a t i o n  o f  t h e  im p a c t  o f  en vi r o n m e n t  and s t r a t e g y ,  on s h o r t  

t e rm  s u c c e s s  o f  358 l a r g e  b u s i n e s s  f i r m s  o v e r  a 45 y e a r  p e r i o d ,  was 

c o n d u c te d  by  J a u c h ,  O s b o r n ,  and  Glueck  ( 1 9 8 0 : 4 9 - 6 3 ) .  T h e i r  f i n d i n g s  imply  

t h a t  s h o r t  t e r m  s u c c e s s  o c c u r s  when en vi r o n m e n t  and  s t r a t e g i c  chan ge  a r e  

l i n k e d  i n  t h e  o r g a n i z a t i o n .

Hal l  ( 1 9 8 0 : 7 5 - 8 5 )  s t u d i e d  t h e  s t r a t e g i c  c h o i c e s  which  o f f e r  t h e  b e s t  

p r o b a b i l i t y  f o r  s u r v i v a l ,  g r o w th ,  and ROI in  a  h o s t i l e  e n v i r o n m e n t .  His 

s t u d y  e nc om pas se d  8 i n d u s t r i e s ,  which  amounted t o  64 l a r g e  f i r m s .  His 

f i n d i n g s  e m ph a s i z e  p e r c e p t i o n s  o f  e me rg ing  h o s t i l i t i e s  in t h e  en v i r o n m e n t  

and e a r l y  s t r a t e g i c  r e p o s i t i o n i n g  a s  keys  f o r  s u c c e s s .

The  e x a m i n a t i o n  o f  c a p a b i l i t y  i s  r e l a t i v e l y  new a s  a f a c t o r  

e n c o m p as s i n g  f o u r  d i a g n o s t i c  e l e m e n t s :  1 )  m a n a g e r s ,  2 )  c l i m a t e ,  3 )  

c o m p e te n c e ,  and 4 )  c a p a c i t y  ( A n so f f  1 9 7 9 , 1 9 8 4 ) .  The l i t e r a t u r e  p r o v i d e d  

i s  u s i n g  " s t r u c t u r e "  as  an e le m e n t  by  i t s e l f ,  w h i l e  f o r  t h i s  s t u d y ,  

s t r u c t u r e  i s  a p a r t  o f  g e n e r a l  management  c a p a b i l i t y  ( A n so f f  1 9 7 9 :7 9 ) .

Lenz  ( 1 9 8 0 : 2 0 9 - 2 2 6 ) ,  in  h i s  e m p i r i c a l  f i e l d  s t u d y  o f  f i f t y  s a v i n g s  

an d  l o a n  a s s o c i a t i o n s ,  f o u n d  t h a t  h i g h  p e r f o r m i n g  o r g a n i z a t i o n s  

s i g n i f i c a n t l y  d i f f e r  in  t h e i r  " e n v i r o n m e n t ,  s t r a t e g y ,  and o r g a n i z a t i o n  

s t r u c t u r e "  t h a n  low p e r f o r m i n g  o r g a n i z a t i o n s .  He m a i n t a i n s  t h a t  e a c h  o f  

t h e  f a c t o r s  i n d i v i d u a l l y  ( e n v i r o n m e n t ,  s t r a t e g y ,  and  o r g a n i z a t i o n  

s t r u c t u r e )  a r e  n o t  s u f f i c i e n t  t o  e x p l a i n  th e  d i f f e r e n c e  in  p e r fo rm a n c e .

As c o u l d  be se e n  f rom t h e  abov e  r e v i e w s ,  c o n t r i b u t o r s  to  s t r a t e g i c  

management  have  e l a b o r a t e d  on e n v i r o n m e n t ,  s t r a t e g y ,  and c a p a b i l i t y ,  by  

u s i n g  a m i x t u r e  o f  tw o  o n l y ,  a t  b e s t ,  an d  t h e i r  r e l a t i o n  w i t h  

p e r f o r m a n c e .  Ve ry  fe w h a v e  e x a m i n e d  t h e  t h r e e  v a r i a b l e s  t o g e t h e r  

( e n v i r o n m e n t ,  s t r a t e g y ,  an d  c a p a b i l i t y )  an d  t h e i r  r e l a t i o n  w i t h  
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p e r f o r m a n c e .  A n s o f f  (1 9 7 9 ,1 9 8 4 )  p r o v i d e s  a  c o n c e p t u a l  f r amework  f o r  t h e  

i n t e g r a t i o n  o f  t h e  t h r e e  and  t h e i r  r e l a t i o n  w i t h  p e r f o r m a n c e .  F u r t h e r  

m o r e ,  A n so f f  ( 1 9 7 9 :7 9 )  i n c o r p o r a t e s  s t r u c t u r e  a s  an a t t r i b u t e  o f  " g e n e r a l  

management  c o m p e t e n c e ,"  which  i s  a  p a r t  o f  c a p a b i l i t y .

The o n l y  s t u d y  which  e x am ine s  suc h  r e l a t i o n s h i p  i s  H a t z i a n t o n i o u ' s  

( 1 9 8 6 ) .  He examined  t h e  s t r a t e g i c  p o s t u r e  o f  f i f t y - n i n e  f i r m s  in  t h e  

U n i t e d  S t a t e s  o f  A m e r i c a .  The s t u d y  c o n c l u d e d  t h a t  opt imum f i n a n c i a l  

p e r fo rm a n c e  o c c u r s  when t h e  e n v i r o n m e n t ,  s t r a t e g y ,  c a p a b i l i t y  ga p  i s  

s m a l l e s t .  F u r t h e r m o r e ,  f i r m s  w h i c h  ha d  no  ga p  a r e  s i g n i f i c a n t l y  

d i f f e r e n t ,  in  t e r m s  o f  t h e i r  f i n a n c i a l  p e r f o r m a n c e ,  f rom f i r m s  which  have 

a g a p ,  and t h e y  ou tp e r f o r m e d  t h e  f i r m s  w i t h  g a p .  H a t z i a n t o n i o u ' s  r e s u l t s  

were  m a n i f e s t e d  in  f i r m s  enga ge d  in  d i f f e r e n t  s t r a t e g i c  b u s i n e s s  a r e a s .

Summary

T hree  s e c t i o n s  were  c o n t a i n e d  i n  t h i s  c h a p t e r .  The s e c t i o n s  r e v ie w ed  

s e l e c t e d  l i t e r a t u r e  r e l a t e d  t o  s t r a t e g i c  m a n a g e m e n t .  S e c t i o n  One 

c o n t a i n e d  a r e v ie w  o f  t h e  e v o l u t i o n  t o  s t r a t e g i c  ma nagement .  S e c t i o n  two 

c o n s i s t e d  o f  s e l e c t e d  p u b l i c a t i o n s  on v a r i o u s  t y p e s  o f  work on s t r a t e g i c  

ma nagem ent .  S e c t i o n  Three  re v ie w e d  s e l e c t e d  a r t i c l e s  and  s t u d i e s  r e l a t e d  

to  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and 

o p e n n e s s  o f  c a p a b i l i t y  in te r m s  o f  t h e i r  r e l a t i o n  t o  p e r f o r m a n c e .  The 

c h a p t e r  c o n c lu d e s  by  e m p h a s iz in g  t h a t  t h e r e  i s  l i t t l e  r e s e a r c h  done  on 

t h e  r e l a t i o n s h i p s  b e t w e e n  e n v i r o n m e n t ,  s t r a t e g y ,  c a p a b i l i t y ,  and  

p e r f o r m a n c e .
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C h a p te r  3 

METHOD

Methods  and p r o c e d u r e s  o f  t h e  s t u d y  a r e  p r e s e n t e d  in  t h i s  c h a p t e r .  

They were  c o m p r is e d  o f  d e s c r i p t i o n s  o f  t h e  r e s e a r c h  d e s i g n ,  d a t a  s o u r c e s ,  

i n s t r u m e n t a t i o n ,  p r o c e d u r e s ,  a n a l y s i s  o f  d a t a ,  and r e s e a r c h  h y p o t h e s i s ,  

r e s e a r c h  a s s u m p t i o n s ,  and  d e l i m i t a t i o n s .

The  s t u d y  c o n t a i n e d  a t w o f o l d  c o n te m p o r a ry  f i e l d  s u r v e y  d e s i g n ,  

u t i l i z i n g  a  p e r s o n a l  i n t e r v i e w  f o r  s u b j e c t i v e  d a t a ,  w h i l e  o b j e c t i v e  d a t a  

was g a t h e r e d  f rom f i n a n c i a l  s t a t e m e n t s .  The pu r p o se  o f  t h e  s t u d y  was 

r e f l e c t e d  by  t h e  s u r v e y  m e t h o d ,  w h i c h  i n  r e t u r n ,  e m p h a s i z e d  t h e

a p p r o p r i a t e n e s s  o f  t h e  s u r v e y  me th od .  The p u r p o se  o f  t h i s  s t u d y  was to  

exa mi ne  t h e  b a n k i n g  i n d u s t r y  o f  a h ig h  inc om e,  o i l  e x p o r t i n g  c o u n t r y .  The 

q u e s t i o n s  were  d i r e c t e d  t o  a s s e s s  t h e  f o l l o w i n g :  t o p  ma na g e m e n t ' s  (TM) 

p e r c e p t i o n  o f  t h e  l e v e l s  o f  e n v i r o n m e n ta l  t u r b u l e n c e ,  o u t s i d e  o b s e r v e r s '  

( 0 0 )  p e r c e p t i o n s  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  t o p  

m a n a g e m e n t ' s  p e r c e p t i o n s  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  t o p

m a n a g e m e n t ' s  p e r c e p t i o n s  o f  t h e  f i r m ' s  c a p a b i l i t y ,  t h e  f i n a n c i a l

p e r f o r m a n c e  o f  t h e  b a n k s ,  and  t h e  r e l a t i o n s h i p  be tw ee n  t h e  l e v e l  o f

e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  c a p a b i l i t y ,  and 

f i n a n c i a l  p e r f o r m a n c e  m e a s u r e s .  To d e t e r m i n e  t h e  f o c a l  a r e a  o f  t h e  s t u d y ,  

s ev en  r e s e a r c h  q u e s t i o n s  were  f o r m u l a t e d .

1.  To w h a t  e x t e n t  do  t o p  m a n a g e r s  in  b a n k s  d i f f e r  in  t h e i r  

p e r c e p t i o n s  o f  t h e  l e v e l s  o f  t u r b u l e n c e  in  t h e  e n v i r o n m e n t  in  which  t h e y  
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o p e r a t e ,  f rom o u t s i d e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  l e v e l s  o f  t u r b u l e n c e  

in  t h e  b a n k i n g  i n d u s t r y ?

2 .  To w h a t  e x t e n t  do t o p  m a n a g e r s  in  b a n k s  d i f f e r  i n  t h e i r

p e r c e p t i o n s  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y  o f  a l l  o f  t h e  banks  a s  

compared  t o :

2 . 1 .  O u t s i d e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n t a l

tu r b u l e n c e ?

2 . 2 .  The l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e  a s  p e r c e i v e d  by  t o p  

ma na ge rs  o f  a l l  ba n k s ?

3 .  To w h a t  e x t e n t  do  t o p  m a n a g e r s  in  b a n k s  d i f f e r  i n  t h e i r

p e r c e p t i o n s  o f  t h e  c a p a b i l i t y  o f  a l l  t h e  ba nks  a s  compared  t o :

3 . 1 .  O u t s i d e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n t a l

t u r b u l e n c e ?

3 . 2 .  The l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e  a s  p e r c e i v e d  by to p  

ma na ge rs  o f  a l l  ba n k s ?

3 . 3 .  The a g g r e s s i v e n e s s  o f  s t r a t e g y  a s  p e r c e i v e d  by  t o p

ma na ge rs  o f  a l l  ba n ks ?

4 .  What  a r e  t h e  r e l a t i o n s h i p s  b e t we en  l e v e l s  o f  e n v i r o n m e n ta l

t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f  c a p a b i l i t y ?

5 .  What a r e  t h e  r e l a t i o n s h i p s  be tween  t h e  f i n a n c i a l  m e a s u r e s  o f  t h e  

b a n k ' s  p e r f o r m a n c e ,  i n  te r m s  o f :

5 . 1 .  O t h e r  f i n a n c i a l  m e a s u r e s ?

5 . 2 .  I n d e p e n d e n t  v a r i a b l e s  drawn f rom b a n k s '  s t r a t e g i c  p o s t u r e ?

5 . 3 .  F i n a n c i a l  p e r f o r m a n c e  m e a s u r e s  a s  a f u n c t i o n  o f  bank

g r o u p i n g s ?
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6.  W h a t  a r e  t h e  c o r r e l a t i o n s  b e t w e e n  t h e  e i g h t  f i n a n c i a l  

p e r fo rm a n c e  m e a s u r e s  and  e a c h  o f  t h e  f o l l o w i n g :

6 . 1 .  E i g h t  e l e m e n t s  o f  t h e  s t r a t e g i c  p o s t u r e ?

6 . 2 .  T w e n ty - n in e  s u b - e l e m e n t s  o f  s t r a t e g i c  p o s t u r e ?

6 . 3 .  Ten s t r a t e g i c  gaps?

6 . 4 .  Banks s i z e  and  f i v e  s t r a t e g i c  b u s i n e s s  a r e a s  (SBA)?

7 . What  a r e  t h e  r e l a t i o n s h i p s  be tw ee n  l e v e l s  o f  e n v i r o n m e n t a l  

t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  op e nn e ss  o f  c a p a b i l i t y ,  and  th e  

f i n a n c i a l  p e r f o r m a n c e  m e a su r e s  o f  t h e  banks?

Data C o l l e c t i o n

D a t a  s o u r c e s ,  s a m p l e  o f  d a t a  s o u r c e s ,  i n s t r u m e n t a t i o n ,  and  

p r o c e d u r e s  whic h  w ere  u t i l i z e d  f o r  t h e  s tu d y  a r e  s p e c i f i c a l l y  d e s c r i b e d  

in  t h i s  s e c t i o n  o f  t h e  c h a p t e r .  The p i l o t  s tu d y  was d e s c r i b e d  in  t h i s  

s e c t i o n  a s  w e l l .  The d a t a  c o l l e c t i o n  l a s t e d  a p p r o x i m a t e l y  f o u r  months  

w h i l e  t h e  i n t e r v i e w s  l a s t e d  f rom one  t o  f i v e  ho ur s  e a c h .

Data  So ur c e s

D a ta  s o u r c e s '  s e l e c t i o n  commenced  f r o m  s p e c i f i c  c r i t e r i a .  The 

c r i t e r i a  w ere  a s  f o l l o w s :  t h i r t y - f i v e  b a n k s  l o c a t e d  in  Abu D h a b i ,  

i n t e r v a l  ( s u b j e c t i v e )  d a t a  o r i g i n a t e d  f ro m t o p  m a n a g e r s ,  c a r d i n a l  

( o b j e c t i v e )  f i n a n c i a l  d a t a  o r i g i n a t e d  f rom o f f i c i a l  f i n a n c i a l  r e c o r d s ,  

and bank s  we re  in  o p e r a t i o n  f o r  t h e  l a s t  t h r e e  y e a r s  (December  31 ,  1981 -  

December  3 1 ,  1 9 8 4 ) .  I l l u s t r a t i o n  5 d e m o n s t r a t e s  t h e  t y p e  o f  d a t a  

c o l l e c t e d  and t h e  d a t a  s o u r c e s .  The d a t a  f o r  l e v e l s  o f  e n v i r o n m e n ta l  

t u r b u l e n c e  was c o l l e c t e d  f rom  o u t s i d e  o b s e r v e r s  and t o p  m a n a g e r s .  The 
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d a t a  f o r  a g g r e s s i v e n e s s  o f  s t r a t e g y  and  o p e n n e s s  o f  c a p a b i l i t y  was 

c o l l e c t e d  f rom t o p  m an ag er s  o n l y .  F i n a n c i a l  d a t a  was c o l l e c t e d  f r o m  

p u b l i s h e d  ne w s pa p e r s  in  U ni t ed  Arab  E m i r a te s  b e tw ee n  1981 and 1984.  The 

f i n a n c i a l  d a t a  was n o t  i n c l u d e d  in  t h e  r e f e r e n c e s  c i t e d ,  due  t o  pr om ise d  

c o n f i d e n t i a l i t y  t o  t o p  m a n a g e r s .  The p u b l i c a t i o n s  wer e  " K h a le e j  T im e s ,"  

" A l - B a y a n ,"  " A l - I t t i h a d , "  " A l - F a j e r , "  and  " A 1 - K h a l e e j . "

The t o t a l  p o p u l a t i o n  o f  bank s  in  U ni te d  Arab  E m i r a t e s  amounts t o  49 

ban ks  ( C e n t r a l  Bank Annual R ep o r t  1 9 8 1 ) .  In t h i s  s t u d y ,  35 o f  t h e s e  bank s  

were  s e l e c t e d  f o r  i n t e r v i e w s ,  b e c a u se  t h e y  o p e r a t e  in  Abu D ha bi ,  which  

a l l o w e d  maximum h o m o g e n e i t y .  Twenty n i n e  o f  t h e  ba nk s  w er e  i n t e r v i e w e d ,  

f o u r  ban ks  d id  n o t  c o o p e r a t e  a t  a l l ,  and two d i d  n o t  hav e  t o p  mana ge rs  

m e e t i n g  t h e  r e q u i r e d  c r i t e r i a .  F u r t h e r m o r e ,  25 o u t  o f  t h e  29  r e s p o n s e s  

were  u s e d ,  be c au se  t h e  r e m a in in g  4 had i n c o m p l e t e  d a t a .  The r e v e n u e  f o r  

one  bank o u t  o f  th e  25 was n o t  a v a i l a b l e ,  howe ve r  t h e  bank  was in c l u d e d  

i n  t h e  s a m p l e .  Due t o  t h a t ,  a s s e t s  u t i l i z a t i o n ,  e q u i t y  u t i l i z a t i o n ,  

p r o f i t  m a r g i n ,  and e x p e n d i t u r e  t o  n e t  income were  a n a l y z e d  on 24 d a t a  

p o i n t s .  T h e r e f o r e ,  t h i s  s t u d y  u t i l i z e d  25 ba nk s  o n l y ,  which  r e p r e s e n t s  

51% o f  t h e  ba nks  in  U ni te d  Arab  E m i r a t e s ,  and 71% o f  t h e  bank s  in  Abu 

D h a b i .

C r i t e r i a  f o r  Data  S o u r c e s

The d a t a  s o u r c e s  c o n s i s t e d  o f  two t y p e s .  The f i r s t  was i d e n t i f i e d  as  

t o p  management and  t h e  sec ond  as  o u t s i d e  o b s e r v e r s .
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C r i t e r i a  f o r  t h e  
F i r s t  D ata  S o u r c e s

C r i t e r i a  f o r  s e l e c t i n g  d a t a  s o u r c e s  were a s  f o l l o w s :

1 .  Al l  a v a i l a b l e  b a n k s ,  which  amounts  t o  t h i r t y - f i v e  b a n k s .  (Annual 

Re po r t  o f  t h e  C e n t r a l  Bank o f  U n i t e d  Arab  E m i r a t e s ,  1 9 8 1) .

2 .  The l o c a t i o n  o f  t h e  ba nks  was Abu D h a b i ,  t h e  c a p i t a l  o f  U n i te d  

Arab  E m i r a t e s .

3 .  S u b j e c t i v e  d a t a  o r i g i n a t e d  f ro m t h e  mos t  s e n i o r  e x e c u t i v e ,  

a s s i s t a n t  t o  mos t  s e n i o r  e x e c u t i v e ,  o r  t h e  e x e c u t i v e  r e s p o n s i b l e  f o r  a 

m a jo r  d i v i s i o n .

4 .  O b j e c t i v e  f i n a n c i a l  d a t a  o r i g i n a t e d  f r o m  t h e  f i n a n c i a l  

s t a t e m e n t s  o f  a l l  t h e  bank s  f rom t h e  mos t  r e c e n t  two y e a r s  b e t w e e n ,  

dece mbe r  3 1 -1 9 8 1,  and  dec em be r  3 1 -  1984 .

5 .  Ba nks  s e l e c t e d  w e r e  i n  o p e r a t i o n  f o r  t h e  l a s t  t h r e e  y e a r s  

( 1 9 8 1 - 1 9 8 4 ) .

C r i t e r i a  f o r  t h e  
Second Data S o u rc e s

The  s e c o n d  d a t a  s o u r c e s  r e f e r s  t o  t h e  o u t s i d e  o b s e r v e r s .  The 

em ph a s i s  was p l a c e d  on t h e  q u a l i t y  o f  r e s p o n d e n t s  r a t h e r  t h a n  t h e  

q u a n t i t y  , and a c c e s s i b i l i t y  t o  f i r s t  hand d a t a  on t h e  b an k in g  i n d u s t r y  

in  U n i te d  Arab E m i r a t e s .  The c r i t e r i a  was a s  f o l l o w s :

For  q u e s t i o n  1, a sam ple  o f  t w e n t y  o u t s i d e  o b s e r v e r s  ( n o t  d i r e c t l y  

I n v o lv e d  w i t h  any  o f  t h e  b a n k s ) ,  su ch  a s  e x e c u t i v e s  a t  t h e  c e n t r a l  b a n k ,  

e x e c u t i v e s  a t  t h e  m i n i s t r y  o f  p l a n n i n g ,  e x e c u t i v e s  a t  t h e  m i n i s t r y  o f  

f i n a n c e  and i n d u s t r y ,  f i n a n c i a l ,  econ omic  and management c o n s u l t a n t s ,
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p u b l i c  a c c o u n t a n t s ,  and c o l u m n i s t s  who hav e  be en  in v o l v e d  in  a c t i v i t i e s  

o f  t h a t  n a t u r e  f o r  t h r e e  y e a r s  o r  m or e .

I n s t r u m e n t a t i o n

The  i n s t r u m e n t  c o n s i s t e d  o f  f i v e  p a r t s ,  an d  was  i n c l u d e d  in  

A p p e n d ic e s  B and C.

The f i r s t ,  s e c o n d ,  and  t h i r d  p a r t  o f  t h e  i n s t r u m e n t  c o n t a i n e d  two 

s e c t i o n s  e a c h .  The f i r s t  s e c t i o n  a dv a n c e d  an u n s t r u c t u r e d  q u e s t i o n n a i r e .  

The se co nd  s e c t i o n  en co mpa sse d  a  s t r u c t u r e d  q u e s t i o n n a i r e ,  as  d i d  t h e  

t h i r d .  The f o u r t h  p a r t  and  f i f t h  p a r t  had no s e c t i o n s .  The q u e s t i o n s  used  

w e r e  d e v e l o p e d  w i t h  E r n e s t  D i c h t e r ' s  ( 1 9 8 3 : C h a p t e r  XXXVI) " I n t e r v i e w  

g u i d e s  and  t h e i r  p i t f a l l s , "  a s  a  p r i m e  r e f e r e n c e  f o r  c o n s t r u c t i n g  t h e  

u n s t r u c t u r e d  s e c t i o n s ,  and c o n d u c t i n g  t h e  i n t e r v i e w s .

I n s t r u m e n t a t i o n  f o r  
F i r s t  Data  S o u r c e "

P a r t  One:  Th is  p a r t  was o r g a n i z e d  i n t o  two s e c t i o n s ,  as f o l l o w s :

The f i r s t  s e c t i o n  c o n s i s t e d  o f  an  u n s t r u c t u r e d  q u e s t i o n .  The 

q u e s t i o n  s o u g h t  t o  p r o v i d e  d e s c r i p t i v e  i n s i g h t  o f  t h e  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e .

The se co n d  s e c t i o n  c o n s i s t e d  o f  f i v e  s t r u c t u r e d  q u e s t i o n s  o f  t h e  

l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e .  The  f i v e  q u e s t i o n s  w e r e  t h e  

c h a r a c t e r i s t i c s  o f  t h e  " l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e "  ( q u e s t i o n s  

1 - 5 ) .  These  q u e s t i o n s  c o n s i s t e d  o f  f i v e  l e v e l s :  s t a b l e ,  r e a c t i v e ,  

a n t i c i p a t i n g ,  e x p l o r i n g ,  and  c r e a t i v e .  The q u e s t i o n s  were  me asu re d  on a 

f i v e - p o i n t  s c a l e ,  which  was t h e  matc h  o f  t h e  f i v e  l e v e l s .  Each o f  t h e
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r e s p o n d e n t s  c h o se  one  o f  t h e  l e v e l s .  T h i s  s e c t i o n  o f  t h e  i n s t r u m e n t  was 

d e v e l o p e d  a s  a l o g i c a l  p a r a l l e l  o f  an i n s t r u m e n t  c r e a t e d  by  A n s o f f  

( 1 9 8 4 : 1 2 ) .

P a r t  Two:  T h i s  p a r t  was o r g a n i z e d  i n t o  two s e c t i o n s .  The f i r s t  

s e c t i o n  c o n s i s t e d  o f  two u n s t r u c t u r e d  q u e s t i o n s .  The  f i r s t  q u e s t i o n  

s o u g h t  t o  p r o v i d e  d e s c r i p t i v e  i n s i g h t  o f  t h e  " a g g r e s s i v e n e s s  o f  

s t r a t e g y . "  The sec ond  q u e s t i o n  s o u g h t  t o  p r o v i d e  d e s c r i p t i v e  i n s i g h t  o f  

s t r a t e g y  c o m p a r i s o n  be twe en  s u b j e c t s ,  and  one o r  two o f  t h e  n e a r e s t  

c o m p e t i t o r s .

The  s e c o n d  s e c t i o n  c o n s i s t e d  o f  t e n  s t r u c t u r e d  q u e s t i o n s  o f  t h e  

" a g g r e s s i v e n e s s  o f  s t r a t e g y . "  The t e n  q u e s t i o n s  were t i i e  a t t r i b u t e s  o f  

a g g r e s s i v e n e s s  o f  s t r a t e g y .  F i v e  o f  th e  t e n  q u e s t i o n s  were t h e  a t t r i b u t e s  

o f  t h e  " a g g r e s s i v e n e s s  o f  t h e  b a n k ' s  i n n o v a t i o n  s t r a t e g y "  ( q u e s t i o n s  1-5 )  

and f i v e  w ere  o f  t h e  " a g g r e s s i v e n e s s  o f  t h e  b a n k ' s  m a r k e t i n g  s t r a t e g y "  

( q u e s t i o n s  6 - 1 0 ) .  These  te n  q u e s t i o n s  c o n s i s t e d  o f  f i v e  l e v e l s :  s t a b l e ,  

r e a c t i v e ,  a n t i c i p a t o r y ,  e x p l o r i n g ,  and c r e a t i v e .  Al l  o f  t h e  te n  q u e s t i o n s  

were  me as ur ed  on a f i v e - p o i n t  s c a l e ,  which  was th e  match o f  th e  f i v e  

l e v e l s .  Each o f  t h e  r e s p o n d e n t s  c h o se  one  o f  th e  l e v e l s  f o r  e ac h  q u e s t i o n  

by c i r c l i n g  t h e  mos t  a p p r o p r i a t e  l e v e l  t o  h i s / h e r  ba nk .  This  p a r t  o f  t h e  

i n s t r u m e n t  was de v e lo p e d  as  l o g i c a l  p a r a l l e l  o f  an i n s t r u m e n t  c r e a t e d  by 

A n s o f f  ( 1 9 8 4 : 2 2 5 - 2 2 6 ) .

P a r t  T h r e e :  The f i r s t  s e c t i o n  c o n s i s t e d  o f  two u n s t r u c t u r e d  

q u e s t i o n s .  The f i r s t  q u e s t i o n  s o u g h t  t o  p r o v id e  d e s c r i p t i v e  i n s i g h t  o f  

t h e  " c a p a b i l i t y . "  The  s ec on d  q u e s t i o n  so u g h t  t o  p r o v id e  d e s c r i p t i v e  

i n s i g h t  o f  " c a p a b i l i t y "  c om p a r i s o n  be twe en  s u b j e c t s ,  and one o r  two o f  

t h e  n e a r e s t  c o m p e t i t o r s .
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T h i s  p a r t  was  o r g a n i z e d  i n t o  two s e c t i o n s .  The secon d s e c t i o n

c o n s i s t e d  o f  t e n  s t r u c t u r e d  q u e s t i o n s  o f  t h e  " c a p a b i l i t y . "  The t e n  

q u e s t i o n s  were  t h e  compon en ts  o f  t h e  "mana ge rs  p r o f i l e s "  ( q u e s t i o n s  1 - 4 ) ,  

"management c l i m a t e  p r o f i l e s "  ( q u e s t i o n s  5 - 7 ) ,  and "management co mpe tence  

p r o f i l e s "  ( q u e s t i o n s  8 - 1 0 ) .  These  t e n  q u e s t i o n s  c o n s i s t e d  o f  f i v e  l e v e l s :  

c u s t o d i a l ,  p r o d u c t i o n ,  m a r k e t i n g ,  s t r a t e g i c ,  and  f l e x i b l e .  All  o f  t e n  

q u e s t i o n s  were  m ea sur ed  on. a  f i v e - p o i n t  s c a l e ,  which  was t h e  match  o f  t h e  

f i v e  l e v e l s .  Each o f  t h e  r e s p o n d e n t s  c h o se  one  o f  t h e  l e v e l s  by c i r c l i n g  

t h e  mos t  a p p r o p r i a t e  le v e l  t o  h i s / h e r  b a nk .  T h is  p a r t  o f  t h e  i n s t r u m e n t  

was d e v e lo p e d  a s  a l o g i c a l  p a r a l l e l  o f  an i n s t r u m e n t  c r e a t e d  by A ns o f f  

( 1 9 8 4 : 2 2 7 - 2 2 9 ) .

P a r t  Fo u r :  An i n s t r u m e n t  was d e v e lo p e d  f o r  c o l l e c t i n g  de m o g ra ph ic s  

o f  o u t s i d e  o b s e r v e r s  and t o p  m a n a g e rs .  The demogr ap hic s  r e q u i r e d  were  

b a s e d  on p o s i t i o n ,  a g e ,  s e x ,  l e n g t h  o f  s e r v i c e ,  l e ve l  o f  e d u c a t i o n ,  

b a c k g ro u n d ,  e x p e r i e n c e ,  and  t h e  s t r a t e g i c  b u s i n e s s  a r e a .  This  i n s t r u m e n t  

was  i n c l u d e d  i n  A p p e n d i x  A,  P a r t  IV.  T h i s  i n s t r u m e n t  was used  t o

d e t e r m i n e  t h e  a p p r o p r i a t e n e s s  o f  i n c l u d i n g  o r  n o t  i n c l u d i n g  r e s p o n d e n t s .

I n s t r u m e n t a t i o n  f o r  
Second Data  Sou rc e

The i n s t r u m e n t a t i o n  u t i l i z e d  f o r  secon d  d a t a  so u r c e s  were t h e  same 

i n s t r u m e n t s  used  f o r  d a t a  g a t h e r i n g .  H e n c e ,  f o r  q u e s t i o n  o n e ,  t h e  

i n s t r u m e n t  was re p h r a s e d  t o  s u i t  t h e  c r i t e r i a  o f  th e  o u t s i d e  o b s e r v e r s .  

The r e p h r a s e d  i n s t r u m e n t  was i n c l u d e d  i n  Ap pe ndi ce s  D and E. In a d d i t i o n ,

t h e  r e s e a r c h e r  u t i l i z e d  t h e  same t o o l  t o  examine  t h e  e n v i r o n m e n t .  T hi s

a l l o w e d  t h e  r e s e a r c h e r  t o  s e t  a p o i n t  o f  r e f e r e n c e  f o r  th e  a n a l y s i s .
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P i l o t  S tu dy

A p i l o t  s t u d y  was  c o n d u c t e d  t o  d e t e r m i n e  t h e  v a l i d i t y  o f  t h e  

i n s t r u m e n t ,  and  t h e  a p p r o p r i a t e n e s s  o f  t h e  d a t a  t o  be  g a t h e r e d .  The p i l o t  

s t u d y  was c o n d u c te d  in  San D ie g o ,  u t i l i z i n g  a sample  which  c o n s i s t e d  o f  

f i v e  bank s  and two o u t s i d e  o b s e r v e r s .  The p i l o t  s t u d y  r e s u l t e d  in  e r r o r s  

w h i c h  w e r e  c o r r e c t e d ,  t h e n  t h e  i n s t r u m e n t  was  r e t e s t e d .  P o s i t i v e  

a f f i r m a t i o n  o f  t h e  i n s t r u m e n t ' s  v a l i d i t y ,  and  t h e  ty p e  o f  d a t a  t o  be  

g a t h e r e d  f o r  t h e  p u r p o s e  o f  t h e  s t u d y  was e s t a b l i s h e d .

P r o c e d u r e s  f o r  G a t h e r i n g  
f i r s t  Data  S ou r c e s

Upon t h e  r e s e a r c h e r ' s  a r r i v a l  t o  U ni te d  Arab E m i r a t e s ,  t h e  Go ve rn or  

o f  t h e  C e n t r a l  Bank o f  U n i te d  Arab E m i r a t e s ,  His  E x c e l l e n c y ,  Abdul Ma l ik  

Yo usef  A1 Hamar , was c o n t a c t e d .  H is  E x c e l l e n c y  i s s u e d  a l e t t e r  o f  

i n t r o d u c t i o n  w h i c h  w a s  v e r y  h e l p f u l  when c o n t a c t i n g  p o t e n t i a l  

r e s p o n d e n t s .  A copy  o f  t h e  l e t t e r  and  i t s  t r a n s l a t i o n  i s  i n c l u d e d  in  

Appendix  A.

S u b j e c t i v e  d a t a  was c o l l e c t e d  t h r o u g h  a p e r s o n a l  i n t e r v i e w ,  u s i n g  

t h e  f o l l o w i n g  p r o c e d u r e :

1 .  I d e n t i f y  t h e  bank  and  t h e  name o f  t h e  p o t e n t i a l  r e s p o n d e n t .

2 .  C a l l  t h e  p o t e n t i a l  r e s p o n d e n t  and s e t  an a p p o in tm e n t  f o r  an 

i n t e r v i e w .

3 .  The i n t e r v i e w  began  w i t h  t h e  p r e s e n t a t i o n  o f  t h e  t r a n s m i t t a l  

l e t t e r  (A ppendix  A ) ,  and t h e  su r v e y  i n s t r u m e n t  (App en dix  B) t o  t h e  t o p  

management r e s p o n d e n t .
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4.  D u r i n g  t h e  i n t e r v i e w ,  t h e  r e s e a r c h e r  would go t h r o u g h  t h e  

q u e s t i o n s  w i t h  t h e  s u b j e c t ,  w i t h o u t  a n y  i n t e r f e r e n c e  e x c e p t  f o r  

e x p l a n a t i o n s ,  s h o u l d  t h e  nee d  a r i s e .

Fo r  t h e  u n s t r u c t u r e d  q u e s t i o n s ,  a  r e c o r d e r  would be  u s e d ,  i f  t h e  

s u b j e c t  a l l o w s  i t .

5 .  I f  t h e  p r e v i o u s  a t t e m p t s  f a i l  t o  a c h i e v e  a 51% r a t e ,  go bac k  t o  

s t e p  1 ,  a b o v e ,  and  r e p e a t  t h e  p r o c e d u r e ,  u s i n g  a  s u p p l e m e n t a r y  s a m p le .

6 .  O b j e c t i v e  f i n a n c i a l  d a t a  was c o l l e c t e d  f rom t h e  r e c o r d s  o f  t h e  

C e n t r a l  Bank ,  whe re  a l l  r e c o r d s  a r e  k e p t .

P r o c e d u r e s  f o r  G a t h e r i n g  
Second Data S o ur c e s

P r o c e d u r e s  f o r  g a t h e r i n g  d a t a  f o r  v a l i d a t i n g  t h e  d a t a  s o u r c e  

commenced as  f o l l o w s :

1.  For  q u e s t i o n  o n e ,  t h e  p r o c e d u r e  was a s  f o l l o w s :

1 . 1 .  The name,  a d d r e s s ,  and t e l e p h o n e  number  f o r  e ac h  o u t s i d e  

o b s e r v e r  was i d e n t i f i e d .

1 . 2 .  Each o u t s i d e  o b s e r v e r  was c o n t a c t e d  and an a p p o i n t m e n t  was 

s c h e d u l e d ,

1 . 3 .  T h e  i n t e r v i e w  b e g a n  w i t h  t h e  p r e s e n t a t i o n  o f  t h e  

t r a n s m i t t a l  l e t t e r  (Ap pen di x  C ) ,  and t h e  s u r v e y  i n s t r u m e n t  (App en dix  D) 

t o  t h e  o u t s i d e  o b s e r v e r  r e s p o n d e n t .

1 . 4 .  An i n t e r v i e w  commenced w i t h  e a c h  o u t s i d e  o b s e r v e r ,  s i m i l a r  

to  s t e p  4 in  t h e  ab ove  p r o c e d u r e .
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R e se a r c h  H y p ot he ses

Fo r  t h e  p u r p o s e  o f  t h i s  s t u d y ,  t h e  e m p h a s is  was  p l a c e d  on  t h e

t h e o r e t i c a l  p e r s p e c t i v e  o f  t h e  " s t r a t e g i c  p o s t u r e  a n a l y s i s "

( A n s o f f : 1 9 8 4 : C h a p t e r  3 . 4 ) .  T h e  t h e o r y  m a i n t a i n s  t h a t  w h e n e v e r

"e n v i r o n m e n t a l  t u r b u l e n c e , "  " a g g r e s s i v e n e s s  o f  s t r a t e g y , "  and "o p e n n e ss

o f  c a p a b i l i t y "  m atc h  e a c h  o t h e r  on a  " f i v e  p o i n t  s c a l e  o f  m a t c h i n g

t r i p l e t s "  op t imum p e r f o r m a n c e  would o c c u r .  The f i r s t  h y p o t h e s i s  wa s :

Optimum o v e r a l l  f i n a n c i a l  p e r f o r m a n c e  w i l l  o c c u r  when 
l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  
s t r a t e g y ,  and  o p e n n e s s  o f  c a p a b i l i t y  ma tc h  e a c h  o t h e r .

T h e  s e c o n d  h y p o t h e s e s  w a s  b a s e d  on  A n s o f f  ( 1 9 8 4 : 3 2 8  a nd

1 9 7 9 : 1 4 4 - 1 4 7 ) .  The e m p h a s is  was p l a c e d  on t h e  " e n v i r o n m e n t a l  s u r v e i l l a n c e

t e c h n i q u e , "  w hich  s t i p u l a t e s  t h a t  a c c u r a t e  p e r c e p t i o n s  o f  th e  l e v e l  o f

e n v i r o n m e n t a l  t u r b u l e n c e  do c o n t r i b u t e  t o  b e t t e r  p e r f o r m a n c e .  I n a c c u r a t e

p e r c e p t i o n s  can  c o n t r i b u t e  t o  low p e r f o r m a n c e .  The sec on d  h y p o t h e s i s  was :

Banks wh ich  a r e  n o t  s t r a t e g i c a l l y  myopic  w i l l  p e r f or m  
b e t t e r  t h a n  ba nks  which  a r e  s t r a t e g i c a l l y  m y o pi c .

The two h y p o t h e s i s  we re  h y p o t h e s i z e d  f o r  t h e  o v e r a l l  p e r fo rm a n c e  

m e a su r e s  o n l y .  B e ca use  A n s o f f  ( 1 9 8 4 :2 0 1 - 2 0 2 )  m a i n t a i n s  t h a t  t h e  opt imum 

p e r f o rm a n c e  ( o c c u r s  when LET, AS, and 0C match  e a c h  o t h e r )  i s  f o r  t h e  

p r o f i t a b i l i t y  m e a s u r e s ,  and  t h a t  R et ur n  On E q u i t y  (ROE) and R e tu r n  On 

A s s e t s  (ROA) a r e  p r o f i t a b i l i t y  m e a su r e s  w h i l e  t h e  r e m a i n i n g  s i x  m e a su re s  

a r e  n o t .  All  o f  t h e  e i g h t  f i n a n c i a l  p e r f o r m a n c e  m e a s u r e s  were  t e s t e d  

s i n c e  t h i s  was t h e  f i r s t  r e s e a r c h  p r o j e c t  in  t h i s  a r e a .

T h is  s t u d y  i n v e s t i g a t e d  t h e  e i g h t  f i n a n c i a l  m e a s u r e s ,  w i t h  s p e c i a l  

e m p h a s i s  on t h e  e x a m i n a t i o n  o f  above s t a t e d  two h y p o t h e s e s  b a s e d  on 

A n s o f f ' s  t h e o r y  o f  s t r a t e g i c  management .
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A n a ly se s  o f  Data

The  m e th o d s  f o r  a n a l y z i n g  d a t a ,  and v a l i d i t y  and r e l i a b i l i t y  o f  

me a s u re s  a r e  re v ie w e d  b e l o w .  The a n a l y s e s  o f  th e  u n s t r u c t u r e d  s e c t i o n s  

f o r  p a r t s  two and  t h r e e  o f  t h e  s u r v e y  in s t r u m e n t  were  n o t  i n c l u d e d  in  

t h i s  d i s s e r t a t i o n  due  t o  t h e  l e n g t h  and magn i tu de  o f  t h e  r e s p o n s e s .  

F u r t h e r m o r e ,  i t  ha s  been d e c i d e d  t h a t  t h e s e  r e s u l t s  w i l l  be  p u b l i s h e d  a s  

a f u r t h e r  s t u d y .

The method o f  a n a l y s i z i n g  d a t a  p r o g r e s s e d  f rom t h e  g e n e r a l  t o  t h e  

s p e c i f i c .  G e n e r a l ,  in  t h e  s e n s e  t h a t  q u e s t i o n s  1 , 2 , 3 , 4 ,  and a  p a r t  o f  5 ,  

p r o v i d e d  a n s w e r s  t o  q u e s t i o n s  c o n c e r n in g  d e s c r i p t i o n s  o f  t h e  s t u d y ' s  

d i m e n s io n s  in  te rm s  o f  i t ' s  v a r i a b l e s .  S p e c i f i c ,  i n  t h e  s e n s e  t h a t  

q u e s t i o n s  = ,6 ,  and 7 p r o v id e d  a ns w er s  to  q u e s t i o n s  r e g a r d i n g  t h e  n a t u r e  

and l i m i t a t i o n s  o f  t h e  r e l a t i o n s h i p s .

Methods f o r  A n aly z i ng  Data

For  q u e s t i o n  o n e ,  t w o ,  and t h r e e  t h e  d a t a  was a n a l y s e d  by c o m pa r in g  

t h e  mean o f  t h e  d i s t r i b u t i o n s  o f  to p  management ' s  p e r c e p t i o n s  o f  t h e  

in d e p e n d e n t  v a r i a b l e s  w i t h  t h e  mean o f  th e  o u t s i d e  o b s e r v e r ' s  p e r c e p t i o n .  

R e s u l t s  were d e m o n s t r a t e d  t h r o u g h  p e r c e n t a g e s ,  and i l l u s t r a t e d  on a 

d i a g r a m .  At t h e  end o f  e a c h  q u e s t i o n ,  t - t e s t s  were  pe r f or me d  t o  d e t e r m i n e  

t h e  s i g n i f i c a n c e  o f  t h e  d i f f e r e n c e  b e t w e e n  t h e  m e a n s  o f  t h e  

d i s t r i b u t i o n s .

For  q u e s t i o n  f o u r ,  a d i s c r i m i n a n t  a n a l y s i s  was used  f o r  g r o u p i n g  t h e  

b a n k s ,  ba se d  on t h e  c o n c e p t  o f  t h e  t o t a l  gap .  Then r e l a t i o n s h i p s  be twe en
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t h e  in d e p e n d e n t  v a r i a b l e s  were  examined  u t i l i z i n g  P ea rso n  Product -Moment  

C o r r e l a t i o n s .

F o r  q u e s t i o n  f i v e ,  d e s c r i p t i v e  s t a t i s t i c s ,  a n d  P e a r s o n  

Product -Moment  c o r r e l a t i o n s  were  used f o r  ex a m in in g  t h e  r e l a t i o n s h i p s  

be twe en  t h e  IV*s and t h e  f i n a n c i a l  p er fo rm an ce  m e a s u r e s .

For  q u e s t i o n  s i x ,  'P e a r s o n  Product-Moment c o r r e l a t i o n s  was use d  t o  

d e t e r m i n e  t h e  l i n e a r  a s s o c i a t i o n  be tween  t h e  d e p e n d e n t  v a r i a b l e s  and a l l  

o t h e r  v a r i a b l e s .

F o r  q u e s t i o n  s e v e n ,  on ew ay  a n a l y s i s  o f  v a r i a n c e  was u s e d .  The 

d e p e n d e n t  v a r i a b l e s  used  in  t h e  a n a l y s e s  o f  v a r i a n c e  were  t h e  f i n a n c i a l  

p e r f o r m a n c e  v a r i a b l e s .  The in d e p e n d e n t  v a r i a b l e s  were  gro upe d  on t h e  

b a s i s  o f  t h e  t o t a l  g a p .

The a n a l y s i s  o f  v a r i a n c e  was chosen  f o r  t h e  s t a t i s t i c a l  a n a l y s i s  f o r  

s e v e r a l  r e a s o n s .  The f i r s t  r e a s o n  was t h a t  t h e  de pe n d e n t  v a r i a b l e s  were  

m e t r i c  d a t a ,  and  c o u ld  t h e r e f o r e  be  hand led  q u a n t i t a t i v e l y .  S e c o n d ly ,  t h e  

i n d e p e n d e n t  v a r i a b l e  had more t h a n  two l e v e l s ,  which  made t h e  a n a l y s i s  o f  

v a r i a n c e  a p p r o p r i a t e  f o r  h a n d l i n g  t h e s e  l e v e l s .  The t h i r d  r e a so n  i s  t h a t  

t h e  a n a l y s i s  o f  v a r i a n c e  1s c o n s i d e r e d  as  one  o f  th e  mos t  pow er fu l  o f  t h e  

s t a t i s t i c a l  m et hod s  f o r  t h i s  ty p e  o f  d a t a  ( C la r k e  & S c hk a de ,  1 9 79 ) .  The 

l a s t  r e a s o n  was t h a t  t h e  a n a l y s i s  o f  v a r i a n c e  a l lo w e d c l e a r  t e s t i n g  o f  

t h e  h y p o th e s e s  t h a t  had been  ad v a n c e d .

F o l lo w in g  a s i g n i f i c a n t  d i f f e r e n c e  in  t h e  a n a l y s i s  o f  v a r i a n c e ,  a 

p o s t e r i o r i  t e s t  was u s e d .  P o s t e r i o r i  t e s t s  a r e  used  in  o r d e r  t o  d e t e r m i n e  

which  g r o u p s ,  o r  l e v e l s ,  o f  t h e  in d e p e n d e n t  v a r i a b l e  s i g n i f i c a n t l y  d i f f e r  

f rom e a c h  o t h e r .  Due t o  i t s  a p o s t e r i o r i  n a t u r e ,  t h e s e  t e s t s  use  an e r r o r  

r a t e  ( t h e  c ha nce  o f  making an i n c o r r e c t  d e c i s i o n  based  on c ha nce  a l o n e )  
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t h a t  t a k e s  i n t o  c o n s i d e r a t i o n  t h e  number  o f  c o m p a r i s o n s  b e i n g  made 

( K e r l i n g e r ,  1 9 8 6 ) .

For  t h i s  p r e s e n t  s t u d y ,  F i s h e r ' s  L e a s t  S i g n i f i c a n t  D i f f e r e n c e  t e s t  

was u s e d .  T h is  t e s t  g e n e r a t e d  t h e  g r e a t e s t  l i k e l i h o o d  o f  i d e n t i f y i n g  

s i g n i f i c a n t  d i f f e r e n c e s  among g r o u p s .  I t  was c h o se n  s i n c e  i t  would  

p r o v i d e  t h e  mos t  i n f o r m a t i o n  a b o u t  t h e  d i f f e r e n c e s  among t h e  g r o u p s  

(H am bu rg , 1 9 7 0 ) .  Based on t h i s  a n a l y s i s ,  th e  e f f e c t s  a c r o s s  t h e  gr o up s  

would  be  t h e  mo s t  a p p a r e n t .

F o r  a d d i t i o n a l  a n a l y s i s ,  m u l t i p l e  r e g r e s s i o n  was used  whe re  t h e  

d e p e n d e n t  v a r i a b l e s  were a g a i n  t h e  f i n a n c i a l  p e r f o rm a n c e  v a r i a b l e s ,  w h i l e  

th e  in d e p e n d e n t  v a r i a b l e s  ( t h e  p r e d i c t o r  v a r i a b l e s )  were t h e  m e a s u r e s  o f  

e n v i r o n m e n t ,  s t r a t e g y  and c a p a b i l i t y .

T h is  c u r r e n t  e f f o r t  was t o  a n a l y z e  t h e  r e l a t i o n s h i p  b e tw ee n  a  s i n g l e  

d e p e n d e n t  v a r i a b l e  ( f i n a n c i a l  p e r f o r m a n c e )  and  s e v e r a l  i n d e p e n d e n t  

v a r i a b l e s  (LET,  AS, and 0C ) .  T h is  a n a l y s i s  was a p p r o p r i a t e  f o r  s e v e r a l  

r e a s o n s .  F i r s t ,  t h e  d a t a  f r o m  b o t h  t h e  i n d e p e n d e n t  an d  d e p e n d e n t  

v a r i a b l e s  were i n t e r v a l  t y p e .  S e c o n d ly ,  s i n c e  t h e r e  w ere  more t h a n  one 

i n d e p e n d e n t  v a r i a b l e ,  which  p r e c l u d e d  t h e  use  o f  a  P e a r so n  c o r r e l a t i o n ,  

m u l t i p l e  r e g r e s s i o n  was a p p r o p r i a t e .

T h i r d l y ,  t h e  d e t e r m i n a t i o n  o f  t h e  r e l a t i o n s h i p  o f  t h e  in d e p e n d e n t  

v a r i a b l e s  (LET,  AS and 0C) a nd  t h e  d e p e n d e n t  v a r i a b l e s  ( f i n a n c i a l  

p e r f o r m a n c e )  was  i m p o r t a n t  t o  t h i s  c u r r e n t  s t u d y  b e c a u s e  r e g r e s s i o n  

a n a l y s i s  d e t a i l e d  t h e  p r e d i c t i o n  o f  f i n a n c i a l  p e r f o r m a n c e  by  t h e  

s t r a t e g i c  p o s t u r e s .

In  o r d e r  t o  m e e t  t h e  r e q u i r e m e n t s  o f  t h e  m u l t i p l e  r e g r e s s i o n  

a n a l y s i s ,  c e r t a i n  a s s u m p t i o n s  mu s t  be  m e t .  In t h i s  s t u d y ,  t o  a d j u s t  f o r  
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t h e  s k e w n e s s  o f  t h e  i n d e p e n d e n t  v a r i a b l e s  t h e y  were  t r a n s f o r m e d  i n t o  

t h e i r  n a t u r a l  a l g o r i t h m s  and ROE was t r a n s f o r m e d  i n t o  i t s  s q u a r e  r o o t  

(SPSS PC+, 1 9 8 6 : B 2 0 7 - 2 1 5 ) .

C o n c e r n i n g  ROA, a s s e t s  u t i l i z a t i o n ,  e q u i t y  u t i l i z a t i o n ,  l o a n s  to  

d e p o s i t s ,  p r o f i t  m a r g i n ,  e q u i t y  m u l t i p l i e r ,  an d  e x p e n d i t u r e s  t o  n e t  

i n c o m e ,  t h e  r e s u l t s  seem  t o  be  u n r e l i a b l e ,  b e c a u s e  v i o l a t i o n s  o f  

r e g r e s s i o n  a s s u m p t i o n s  o c c u r r e d .  The d a t a  was  s u c h  t h a t  e v e n  a f t e r  

v a r i o u s  d a t a  t r a n s f o r m a t i o n s ,  i t  was non -no rm al  and  v a r i a n c e s  were  n o t  

c o n s i s t e n t .

R e l i a b i l i t y  and  V a l i d i t y  
o f  t h e  Me asures

To e s t i m a t e  t h e  r e l i a b i l i t y  o f  t h e  m e a s u r e s  o f  s t r a t e g i c  p o s t u r e ,  

t h e  s t a n d a r d  e r r o r  o f  t h e  mean was u s e d .  K e r l i n g e r  (1 9 8 6 : 4 1 3 )  s t a t e d  t h a t  

t h e  s t a n d a r d  e r r o r  o f  t h e  mean was one  o f  t h e  b e s t  e s t i m a t e s  one  c o u ld  

have  f o r  t h e  a c c u r a c y  and p r e c i s i o n  o f  t h e  m e a s u r i n g  i n s t r u m e n t .  The 

s t a n d a r d  e r r o r s  o f  t h e  mean f o r  t h e  s t r a t e g i c  p o s t u r e  m e a s u r e s  (LET, AS 

and  0C) a p p e a r  b e lo w ,  on Tab le  1 .  As can  be s e e n ,  t h e s e  s t a n d a r d  e r r o r s  

were  r e l a t i v e l y  smal l  and r e f l e c t  t h a t  t h e  i n s t r u m e n t s  a p p e a r e d  t o  be 

r e a s o n a b l y  a c c u r a t e  f o r  t h e i r  p u r p o s e .

The  s t r a t e g i c  p o s t u r e  m e a s u r e s  a p p e a r e d  t o  be  v a l i d  f o r  t h e  

f o l l o w i n g  r e a s o n .  The s u p p o r t  f o r  t h e i r  v a l i d i t y  was d e r i v e d  f rom t h e i r  

c o n t e n t  v a l i d i t y .  The i t e m s  t h e m s e l v e s  were  d e v e lo p e d  f rom t h e  s c a l e s  

d e s c r i b e d  by  A n s o f f  ( 1 9 8 4 : 2 1 5 - 2 3 8 ) .
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Table 1. Estimate of the Reliability of Ansoff's 
Strategic Posture Instrument

! Standard
Variable ! Error of

! the Mean
Familiarity of Events ! .1645
Rapidity of Change ! .1815
Visibility of future ! .1973
Business scope ! .2828
Changes in terms of decision making ! .1706
Economic changes ! .1155
Technological Changes ! .2613
Socio-political changes ! .2400
Complexity ! .1551
Levels of Environmental Turbulence ! .0921
Aggressiveness of innovation strategy ! .1241
Responsiveness to customers ! .2272
Focus of Research ! .1583
Market development ! .2471
Frequency of new service introduction ! .1451
Role of research and development department! .2000
Aggressiveness of marketing strategy ! .1667
Sales aggressiveness ! .1800
Responsiveness to competition ! .2400
Market share ! .2059
Promotion/advertising ! .3137
Role of marketing department ! .2380
Aggressiveness of Strategy ! .1328
Managers profiles ! .1121
Risk propensity ! .1833
Problem solving ! .1925
Knowledge ! •1922
Model of success ! .2104
Management climate profiles ! .1723
Attitude toward change ! .2160
Change trigger ! .2676
Initiative ! .2166
Management Competence Profiles ! .1304
Problem solving process 1 .2160
Information system I .1915
Rewards and incentives ! .2023
Openess of Capability ! .3464
Maximum *35
Minimum *09
Mean .1970
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Using A n s o f f ' s  o u t l i n e s  and d e t a i l s ,  t h e  q u e s t i o n s  f o r  e a c h  s c a l e  

were  g e n e r a t e d ,  w hi ch  were  l a t e r  examined  and  v a l i d a t e d  by  A n s o f f  ( 1 9 8 5 ) .  

The m e a s u r e s ,  t h e r e f o r e ,  a p p e a r e d  t o  have  good c o n t e n t  v a l i d i t y .

R e se a r c h  Assu mpt io ns  and  
D e l i m i t a t i o n s

C e r t a i n  a s s u m p t i o n s  were  p r e s e n t e d ,  and  d e l i m i t a t i o n s  o f  t h e  s t u d y  

were  e l a b o r a t e d  up o n .  These  a r e  p r o vi de d  f o r  in  t h i s  s e c t i o n  o f  t h e  

c h a p t e r .

A ss um pt i on s

Dur ing  t h e  commencement  o f  t h i s  s t u d y  t h e  a s s u m p t i o n s  were  made a s  

f o l l o w s :

1 .  Fo r  t h e  p u r p o s e  o f  t h e  s tu d y ,  v a l i d i t y  o f  t h e  r e s e a r c h  a p p r o a c h ,  

method  o f  d a t a  g a t h e r i n g ,  and d a t a  a n a l y s i s  were  a d e q u a t e  and  a c c u r a t e .

2 .  V a l i d i t y  o f  t h e  q u e s t i o n n a i r e  was e s t a b l i s h e d  t h r o u g h  a p i l o t  

s t u d y  and c o n s u l t i n g  t h e  e x p e r t s .  The s t a n d a r d  e r r o r  was th e n  e x a m in e d ,  

which  e m p h as iz e d  t h e  a p p l i c a b i l i t y  o f  t h e  q u e s t i o n n a i r e .

3 .  E a c h  r e s p o n d e n t  u n d e r s t o o d  t h e  i n s t r u c t i o n s  p r o v i d e d  and  

r e s p o n d e d  a c c o r d i n g l y  and h o n e s t l y .

4 .  P r a c t i t i o n e r s  o f  b u s i n e s s  and man ag em en t ,  as  a r e s u l t  o f  t h i s  

s t u d y ,  w i l l  be g i v e n  i n s i g h t  in  s t r a t e g i c  p o s t u r e  a n a l y s i s  an d  i t s  

r e l a t i o n s h i p  w i t h  f i n a n c i a l  per f or ma nc e  o f  t h e  b a n k in g  i n d u s t r y  in  Un i ted  

Arab E m i r a t e s .
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Del I m i t a t i o n s

T h i s  s t u d y  was l i m i t e d  t o  t h e  s t r a t e g i c  p o s t u r e  o f  25 ban ks  in  

U ni te d  Arab E m i r a t e s  f o r  t h r e e  y e a r s .  The f i n a n c i a l  pe r fo r m a nc e  m ea su re s  

were  l i m i t e d  t o  t h e  mos t  r e s e n t  two y e a r s  be tween December  31 ,  1981 and 

December  31 ,  1984 .  Re sp on d en ts  w e r e  d i s t r i b u t e d  a c c o r d i n g  t o  t h e i r  

o c c u r r e n c e  in  t h e  "Annual R e p o r t  o f  t h e  C e nt r a l  Bank o f  U ni t ed  Arab 

E m ir a te s  ( 1 9 8 1 ) .

Summary

T h i s  c h a p t e r  c o n s i s t e d  o f  d e s c r i p t i o n s  and d i s c u s s i o n s  o f  t h e  

r e s e a r c h  methods  u t i l i z e d  in  t h i s  s t u d y .  Whereas t h e  f o l l o w i n g  t o o k  

p l a c e :  d e s c r i p t i o n  o f  t h e  sample  o f  d a t a  s o u r c e s ,  which c o n s i s t e d  o f  f o u r  

s p e c i f i c a t i o n s ,  t h e  i n s t r u m e n t  was e x p l o r e d ,  which c o n s i s t e d  o f  t h r e e  

p a r t s ,  d a t a  c o l l e c t i o n  p r o c e d u r e s  and d a t a  v a l i d a t i o n  were h i g h l i g h t e d  

and e l a b o r a t e d  upo n ,  d a t a  a n a l y s i s  and h y p o t h e s i s  t e s t i n g  were e x p l i c i t l y  

e x p l o r e d ,  a s s u m p t i o n s  am oun t in g  t o  t h r e e  in  number  were  e m p h a s i z e d ,  and 

d e l i m i t a t i o n s  were  p r e s e n t e d .
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C h a p te r  4 

FINDINGS

T h is  c h a p te r  p r e s e n t s  f i n d in g s  o f  c o l l e c t e d  d a t a  f o r  t h e  p u rp o se  

o f  th e  s tu d y .  The p u rp o se  o f  t h i s  s tu d y  was t o  ex am in e  th e  b an k in g  

i n d u s t r y  o f  a h ig h  in co m e , o i l  e x p o r t i n g  c o u n t r y .  The q u e s t io n s  w ere 

d i r e c t e d  to  a s s e s s  th e  f o l lo w in g :  to p  m a n a g e m e n t's  p e r c e p t io n  o f  th e  

l e v e l s  o f  e n v iro n m e n ta l  t u r b u l e n c e ,  o u t s id e  o b s e r v e r s '  p e r c e p t i o n s  o f  th e  

l e v e l  o f  e n v iro n m e n ta l  t u r b u l e n c e ,  to p  m a n a g e m e n t's  p e r c e p t io n s  o f  th e  

a g g r e s s iv e n e s s  o f  s t r a t e g y ,  to p  m a n a g e m e n t's  p e r c e p t i o n s  o f  t h e  f i r m 's  

c a p a b i l i t y ,  th e  f i n a n c i a l  p e r fo rm a n c e  o f  t h e  b a n k s ,  and th e  r e l a t i o n s h i p  

b e tw e e n  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  

s t r a t e g y ,  c a p a b i l i t y ,  f i n a n c i a l  p e rfo rm a n c e  m e a s u re s .  S even  r e s e a r c h  

q u e s t io n s  w ere  f o r m u la te d .

1 . To w h a t  e x t e n t  do to p  m a n a g e r s  in  b a n k s ,  d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  t h e  l e v e l s  o f  tu r b u le n c e  in  t h e  e n v iro n m e n t  in  w hich  th e y  

o p e r a t e ,  from  o u t s i d e  o b s e r v e r s  p e r c e p t io n s  o f  t h e  l e v e l s  o f  t u r b u le n c e  

in  th e  b a n k in g  in d u s t r y ?

2 .  To w h a t e x t e n t  do to p  m a n a g e r s  in  b a n k s  d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  t h e  a g g r e s s iv e n e s s  o f  s t r a t e g y  o f  a l l  o f  t h e  banks a s  

com pared  t o ;

2 . 1 .  O u t s i d e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n ta l  

t u r b u le n c e ?
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2 . 2 .  The l e v e l s  o f  e n v iro n m e n ta l tu r b u le n c e  a s  p e rc e iv e d  by to p  

m an ag e rs  o f  a l l  b an k s?

3 .  To w h a t e x t e n t  do  t o p  m a n a g e r  in  b a n k s  d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  t h e  c a p a b i l i t y  o f  a l l  t h e  b an k s  a s  com pared  t o ;

3 . 1 .  O u t s id e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n ta l  

tu r b u le n c e ?

3 .2 .  The l e v e l  o f  e n v iro n m e n ta l tu r b u le n c e  a s  p e rc e iv e d  by  to p  

m an ag e rs  o f  a l l  b a n k s?

3 . 3 .  The a g g r e s s i v e n e s s  o f  s t r a t e g y  a s  p e r c e iv e d  by to p

m an ag e rs  o f  a l l  b an k s?

4 .  W hat a r e  t h e  r e l a t i o n s h i p s  b e tw een  l e v e l s  o f  e n v iro n m e n ta l

t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f  c a p a b i l i t y ?

5 . What a r e  t h e  r e l a t i o n s h i p s  be tw een  th e  f i n a n c i a l  m e a su re s  o f  th e  

b a n k 's  p e r fo rm a n c e ,  in  te rm s  o f ;

5 . 1 .  O th e r  f i n a n c i a l  m e a su re s?

5 . 2 .  I n d e p e n d e n t v a r i a b l e s  draw n from  b an k s  s t r a t e g i c  p o s tu r e ?

5 . 3 .  F i n a n c i a l  p e r fo rm a n c e  m e a su re s  a s  a f u n c t io n  o f  bank

g ro u p in g s .

6 .  W hat a r e  t h e  c o r r e l a t i o n s  b e tw e e n  t h e  e i g h t  f i n a n c i a l

p e rfo rm a n c e  m e a su re s  and e ach  o f  t h e  f o l lo w in g :

6 . 1 .  E ig h t e le m e n ts  o f  t h e  s t r a t e g i c  p o s tu r e ?

6 . 2 .  T w en ty -n in e  s u b -e le m e n ts  o f  s t r a t e g i c  p o s tu r e ?

6 . 3 .  F iv e  s t r a t e g i c  g ap s?

6 . 4 .  Banks s i z e  and f i v e  s t r a t e g i c  b u s in e s s  a r e a s  ( SBA)?
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7 .  W hat a r e  t h e  r e l a t i o n s h i p s  b etw een  l e v e l s  o f  e n v iro n m e n ta l 

t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  o p e n n e ss  o f  c a p a b i l i t y ,  and th e  

f i n a n c i a l  p e r fo rm a n c e  m e a su re s  o f  th e  ban k s?

R esp o n ses  o f  to p  m an ag e rs  (T M 's) in  b anks r e p r e s e n t  71.43% o f  th e  

e n t i r e  p o p u la t io n  o f  t h e  b a n k in g  in d u s t r y  in  Abu D h ab i, w h ich  r e p r e s e n t s  

51.02%  o f  th e  e n t i r e  p o p u la t io n  in  U n ited  Arab E m ir a te s .  To e x p lo r e  th e  

e n v iro n m e n t  from  a n o th e r  p e r s p e c t i v e  o u t s i d e  o b s e r v e r s  ( 0 0 ' s )  w ere  

s o u g h t ,  and am ounted  t o  19 in  num ber. The 0 0 's  c o u ld  be view ed a s  an " 

e n v iro n m e n ta l  s u r v e i l l a n c e  " (A n so f f  1984: 326) m ethod f o r  f i l t e r i n g  

s t r a t e g i c  i n f o r m a t i o n .  S i n c e  f i r m s  a r e  " e n v i r o n m e n t  s e r v i n g  

o r g a n i z a t i o n s "  (ESO) (A n s o f f  1 9 7 9 :1 0 ) ,  th e n  i t  i s  o f  g r e a t  im p o r ta n c e  to  

v iew  th e  e n v iro n m e n t from  a d i f f e r e n t  p e r s p e c t i v e .  The f i n d in g s  a re  

p r e s e n te d  in  t h e  r e s p e c t i v e  o r d e r  o f  th e  r e s e a r c h  q u e s t i o n s  on th e  

f o l lo w in g  p a g e s .

Q u e s tio n  One

To w hat e x t e n t  do to p  m an ag ers  in  b a n k s ,  d i f f e r  in  t h e i r  p e r c e p t io n s  

o f  th e  l e v e l s  o f  tu r b u le n c e  in  th e  en v iro n m e n t in  w hich  th e y  o p e r a t e ,  

from  o u t s id e  o b s e r v e r s  p e r c e p t io n s  o f  t h e  l e v e l s  o f  tu r b u le n c e  in  th e  

b a n k in g  in d u s t r y ?

Top M anagem ents v s .  O b s e r v e r s '
P e r c e p t io n s  o f  t h e  L e v e ls  o f  
E n v iro n m e n ta l T u rb u le n c e

T h is  s e c t i o n  p r e s e n t s  f i n d in g s  f o r  q u e s t io n s  1 . T a b le  2 p r e s e n t s  

t o p  m an ag e rs  (T M 's ) ,  and o u t s id e  o b s e r v e r s  ( 0 0 's )  p e r c e p t io n  o f  t h e  le v e l
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o f  e n v iro n m e n ta l tu r b u le n c e  e le m e n ts  r e s p e c t i v e l y .  The f i n d in g s  a r e  a s  

f o l l o w s :

F a m i l i a r i t y  o f  E v e n ts : N e i th e r  Level 1 (V ery  F a m i l i a r )  n o r  Level 2 

( R e p e t i t i o n  o f  E x p e r ie n c e )  was chosen  by  any  r e s p o n d e n ts .  F iv e  TMs (20%) 

and 3 00s (15 .79% ) ch o se  Level 3 (U n d e rs to o d  I f  Thought o f  H i s to r i c a l  

D e v e lo p m e n t) . T h ree  TMs (12%) and 2 00s ch o se  L evel 4 ( D is c o n t in u o u s  But 

U n d e rs to o d  I f  T hough t o f  E x p e r ie n c e ) .  S e v e n te e n  TMs (68%) and 14 00s 

(73 .68% ) c h o se  L evel 5 (N ot E x p e rie n c e d  B e f o r e ) .

R a p id i ty  o f  C h an g e : One TM (4%) s e l e c t e d  L evel 1 (Much S low er Than 

th e  B a n k 's  R e s p o n s e ) ,  and 1 TM (4%) s e l e c t e d  L evel 2 (S lo w e r Than th e  

B a n k 's  R e s p o n s e ) ,  b u t  none o f  t h e  0 0 's ch o se  e i t h e r  Level 1 o r  2 . Level 

3 (C om parab le  t o  th e  B a n k 's  R esponse) was s e l e c t e d  by 14 (56%) T M 's, and 

2 (10 .63% ) 0 0 ' s .  L evel 4 ( S h o r t e r  Than th e  B a n k 's  R esp o n se ) was ch o sen

by 6 TM's (24% ), and 6 0 0 's  (3 1 .5 8 % ). L evel 5 (Much S h o r t e r  Than th e

B a n k 's  R esp o n se ) was s e l e c t e d  by 3 TM's (12% ), and 11 0 0 's  (5 7 .8 9 % ).

V i s i b i l i t y  o f  F u tu r e : Level 1 (R e o c c u r r in g )  was s e l e c t e d  by 1 TM 

(4 % ), and none o f  t h e  0 0 's .  Level 2 ( F o r e c a s t a b l e  by E x t r a p o la t i o n )  was 

s e l e c t e d  by 4 TM's (16% ), and none o f  th e  0 0 's .  T h i r te e n  TM's (52%) and 

5 0 0 ' s  (2 6 .3 2 % )  c h o s e  Level 3 (F o re se e n  By A n a ly s is  o f  T h re a ts  and 

O p p o r t u n i t i e s ) .  Fou r TM's (16%) and 9 0 0 's  (4 7 .3 7 % ) c h o s e  L e v e l 4 

( D i f f i c u l t  t o  P r e d i c t ) .  Level 5 ( U n p re d ic ta b le  S u r p r i s e s )  was s e l e c t e d  

by 3 TM's (12%) and  5 0 0 's  (2 6 .3 2 % ).

B u s in e s s  S c o p e : One TM (4%) and 1 00 (5 .26% ) c h o se  "Abu D h a b i" . Ten 

TM's (40%) and 5 0 0 's  (26 .32% ) ch o se  " U n ite d  A rab E m ir a te s " .  "A rab and

d e v e lo p in g  c o u n t r i e s "  was ch o sen  by none o f  th e  TM's and 4 0 0 's  (2 1 .0 5 % ).

70

R eprodu ced  with perm ission  of th e copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

............

3
s

___ r l  —

!is •li If

I
I

1 ............

i
............

l i
o

. . . I . . .

.!*!.
s

.1 .
! 

! F
ors

een
 b

y 
! 

[ 
[ 

Dif
fic

ult
 

[ 
[  

!l«.
 ! 

ana
lys

is 
of 

[26
.32

 
[52

. 
[ 

to 
[47

.37
 [

16
. 

[ 
[tr

eat
s 

I o
pp.

[ 
[ 

[ 
pre

dic
t 

[ 
[

I
S.

EC
o '
MI!

I *si w I

'.le
vel 

cf 
Gro

win
g!

ir

li5 o t [ 3
.Vi

sib
ili

ty 
[ 

[ 
of 

Fut
ure

 
[ 

■ 
:

71

R eprodu ced  with p erm ission  of the copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

J...
............. 22 . . . . . . . ...a..

J .

I I I l | « ! |SI
s

.........

3
. . . i .

3

!
I p fJ :i fl

d

T

...............
s

! I ! ! * 1 i ! « {

JL.
...............

d

£

i H
J §

s ! * 1
d S

5 8 s

1
1
i * 1 ■\ ■ 1

r Jll
aV

ing
'in

'ta
r.s

 
\  

: 
:

p i!
2 - 2

1 5
.3.

So
cio

-p
ol

i-|
 

! 
tic

al 
Ch

ang
es 

! 
! 

!

72

R eprodu ced  with perm ission  of the copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

"D ev e lo p in g  and d e v e lo p e d  c o u n t r i e s "  was s e l e c t e d  by 6 TM's (24%) and 4 

0 0 ' s  (2 1 .0 5 % ). " G lo b a l"  was ch o sen  by 8 TM's (32%) and 5 0 0 's  (2 6 .3 2 % ).

D e c is io n  M ak ing : The r e s p o n s e s  w ere d iv id e d  i n t o  t h r e e  s u b -e le m e n ts  

o r th o g o n a l  m a t r i x ,  t h e  d i s t r i b u t i o n s  a r e  d e s c r ib e d  a s  f o l l o w s :

a .  E c o n o m ic  C h a n g e s . None o f  t h e  r e s p o n d e n ts  c h o se  "N ot

Im p o r ta n t" .  None o f  t h e  TM's c h o se  "Low Im p o rta n c e "  and 1 00 (5.26% ) 

ch o se  i t .  "Medium Im p o rta n c e "  was s e l e c t e d  by  1 TM (4% ) an d  1 00 

( 5 .2 6 % ) .  "H igh  Im p o rta n c e "  was ch o sen  by 13 TM's (52%) and 5 0 0 's

(2 6 .3 2 % ). E leven  TM's (44%) and 12 0 0 's  (63 .16% ) s e l e c t e d  "V ery  High 

Im p o r ta n c e " .

b .  T e c h n o lo g ic a l  C h an g es . Four TM's (16%) and 1 00 c h o se  "Not 

I m p o r ta n t" .  "Low Im p o rta n c e "  was s e l e c t e d  by 5 TM's (20%) and 5 0 0 's

( 2 6 .3 2 % ) .  E i g h t  T M 's (32% ) an d  9 0 0 ' s  (4 7 .3 7 % ) c h o s e  "M ed iu m  

I m p o r ta n c e " .  "H igh  Im p o rta n c e "  was s e l e c t e d  by 4 TM's (16%) and 4 0 0 's  

(2 1 .0 5 % ). "V ery H igh Im p o rta n c e "  was ch o sen  by 4 TM's (16%) and none o f  

t h e  0 0 ' s .

c .  S o c i o - p o l i t i c a l  C h an g es. "N ot Im p o r ta n t"  was ch o sen  by 4 

TM's (16%) and none o f  t h e  0 0 's .  One TM (4%) and 3 0 0 's  (15 .79% ) ch o se  

"Low Im p o r ta n c e " .  "Medium Im p o rtan ce"  was s e l e c t e d  by 10 TM's (40%) and 

4 0 0 's  (2 1 .0 5 % ). "H igh Im p o rta n c e "  was ch o sen  by 6 TM's (24%) and  5 0 0 's

( 2 6 .3 2 % ) .  F o u r  TM 's (16%) and 7 0 0 's  (36 .34% ) s e l e c t e d  "V ery High

Im p o r ta n c e " .

C o g n itio n  o f  S t r a t e g i c  I s s u e s : The re s p o n s e s  w ere d iv id e d  in to  two 

s u b -e le m e n ts  o r th o g o n a l  m a t r i x ,  t h e  d i s t r i b u t i o n s  o f  t h e  r e s p o n s e s  a r e  

i l l u s t r a t e d  on T a b le  3 and th e  d e s c r i p t i o n s  a r e  a s  f o l lo w s :
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Table 3. Characteristics of the Levels of Environmental Turbulence, In United Arab 
Emirates, as Perceived by Outside Observers’ and Top Managers’

Top Outside !
Management Observers !

STRATEGIC ISSUE # X # X i
1 Appearance of o il in non-OPEC countries le. United Kingdom 2 8.0 7 36.8 :
2 Agency Law 1 4.0 4 2 1 . 1  :
3 Central Bank Legislation 11 44.0 17 89.5 ;
4 Competition 9 38.0 14 73.7 :
5 Completion of the infrastructure 5 20.0 9 47.4 :
6 Customer Relationship 2 8.0 8 42.i :
7 Development in neighboring countries 0 .0 2 io.5 :
8 Decline In gross national product 3 12.0 9 47.4 :
9 Decline of growth averages in developed countries 4 16.0 6 3 1 . 6  :

10 Decline in government revenues 4 16.0 14 73.7 :
11 Decline in government expenditure 9 36.0 15 78.9 :
12 Dependence on foreign human resources 1 4.0 3 15.8 i
13 Dependence on foreign technology 1 4.0 I 5 . 3  :14 Dependence on o il 0 .0 12 63.2 :
15 Drop In o il prices/revenues 18 72.0 18 94.7 •16 Decline of projects 7 28.0 15 78.9 :17 Decline of re-export 6 24.0 11 57.9 :
18 Delay in government repayment 0 .0 5 26.3 :19 Deficit in UAB budget 1 4.0 3 1 5 .8  :20 Flow of funds abroad 3 12.0 4 2 i .i  :21 High interest rates 2 8.0 4 2 i .i  :22 Increase of strategic o il reserves in the west 0 .0 4 2 1 .1  :23 High risk for foreigners ( No Mortgage) 2 8.0 0 o :24 Iraq/Iran war 15 60.0 13 68.4 :25 Ineffective Central Bank Laws 1 4.0 0 o :26 Interest rates (Islamic Law which prohibits interest) 0 .0 1 5 . 3  :27 Kuwait stock market collapse 2 8 .0 1 5 . 3  :28 Limited trade activ ities 0 .0 10 52.6 :29 Mismanagement of banks 4 16.0 16 84.2 :30 Non flexible relationship between U.A.B. Dirham and U.S.A. Dollar 0 .0 2 1 0 .5  :

Table 3. (continued)
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Table 3. (continued)

Top Outside
Management Observers

STRATEGIC ISSUB * : X • X
31 Non-flexlbillty of econoay o : .o 1 1 5.3
32 Outstanding loans of South Aaerlcan countries o : .o 2 110.5
33 Recession 16 S64.9 17 ',89.5
34 Risk bureau formation i : 4 . 0 4 121.1
35 Rent went down 3 112.0 9 !47 . 4
36 Strategic surprises (over-flow of o il In the International Market) 2 : 8.0 10 ‘.52.6
37 Strategic resource substitution (new sources of energy le. nucllar) i : 4 . 0 3 ! 15.8
38 Social Econoalc Changes 2 : 8.0 o : 0
39 Sacking of expatriates i : 4 . 0 1 : 5.3
40 Trends In the global market (saturation of deaand for o il) o : .o 9 147.4
41 Tendency to support local banks 2 i 8.0 5 ‘.26.3
42 Unworthy custoaers (Loan assessment fron banks) 8 132.0 13 (68.4
43 Widening of petrol substitution research o : .o 2 110.5

Top Outside
Moat Significant Characteristics

Central Bank legislation  
Drop In o il prices/revenues 
Iraq/Iran war 
Recession
Social Econoalc Changes 
Unworthy cuatoaers (Loan assi isaent from banks) 

Total

2 ! S .O 
11 144.0 
7 !28.0 
2 ! 8 . 0  
2 ! 8 . 0  
i : 4 . 0

25 100

2 : 10.5 
12 163.2 
2 :10.5 
2 !10.5
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a .  C h a r a c t e r i s t i c s . The u p p e r  p a r t  o f  T ab le  3 p r e s e n t s  TM's 

a n d  0 0 ' s  d e s c r i p t i o n s  o f  t h e  c h a r a c t e r i s t i c s  o f  t h e  l e v e l s  o f  

e n v i r o n m e n t a l  t u r b u l e n c e .  T M 's  e m p h a s i s  a r e  p l a c e d  o n  3 2  

c h a r a c t e r i s t i c s ,  w h ile  0 0 's  e m p h a s iz e s  a r e  p la c e d  on 40 c h a r a c t e r i s t i c s .  

B oth re s p o n d e n ts  em p h as ized  on 43 s t r a t e g i c  i s s u e s .

b .  M ost S i g n i f i c a n t  C h a r a c t e r i s t i c s .  As co u ld  be seen  a t  t h e  

bo tto m  p a r t  o f  T ab le  3 b o th  r e s p o n d e n ts  (TM 's and 0 0 ' s )  em p h asized  t h a t  

th e  " d ro p  in  o i l  p r i c e s  re v e n u e s"  i s  th e  m ost s i g n i f i c a n t  c h a r a c t e r i s t i c .

B ased  on t h e  a b o v e  T M 's p e r c e p t i o n s  o f  l e v e l  o f  e n v iro n m e n ta l 

t u r b u le n c e  (mean = 3 .4 7 )  i s  l e s s  th a n  0 0 's  p e r c e p t io n s  o f  t h e  l e v e l  o f  

e n v iro n m e n ta l tu r b u le n c e  (mean = 4 . 1 5 ) .  The r e s e a r c h e r 's  own a n a l y s i s  o f  

th e  l e v e l  o f  e n v iro n m e n ta l tu r b u le n c e  te n d  to  s u p p o r t  th e  p e r c e p t io n s  o f  

0 0 's .  The d e t a i l e d  a n a ly s i s  o f  th e  r e s e a r c h e r  a r e  in c lu d e d  a t  th e  end o f  

t h i s  q u e s t i o n .  T h e r e f o r e ,  t h e  0 0 's  p e r c e p t i o n s  o f  t h e  l e v e l  o f  

e n v i r o n m e n ta l  t u r b u l e n c e  w i l l  b e  u sed  a s  a p o in t  o f  r e f e r e n c e  f o r  

c o n d u c t in g  f u r t h e r  a n a l y s i s ,  in  th e  form  o f  a c o n s t a n t .

S t u d e n t 's  t - T e s t

At t h i s  s t a g e  o f  th e  a n a l y s i s  a t - t e s t  was u sed  to  d e te rm in e  i f  a 

s i g n i f i c a n t  d i f f e r e n c e  e x i s t e d  betw een  TM's and 0 0 's  p e r c e p t io n s  o f  t h e  

le v e l  o f  e n v iro n m e n ta l tu r b u le n c e .  T ab le  4 p r e s e n t s  th e  r e s u l t s  o f  th e  

t - t e s t .  As c o u ld  be seen  on T a b le  4 ,  t h e  t - t e s t  w as co m p u te d  t o  

d e te rm in e  w h e th e r  th e  TM 's p e rc e iv e d  th e  LET as t h e  0 0 's  d i d .  The t e s t  

r e v e a l s  t h a t  TM's a v e ra g e d  3 .4 6 ,  w h ile  th e  0 0 's  a v e ra g e d  4 .1 5 .  T hese 

m e a su re s  em p h as ize  t h a t  TM's p e r c e p t io n  o f  th e  LET was s i g n i f i c a n t l y  l e s s  

th a n  th e  0 0 's  p e r c e p t io n  o f  t h e  LET ( t = - 7 .4 1 ,  DF=24, p < 0 .0 0 0 1 ) .
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Table 4

S t u d e n t 's  t - t e s t  f o r  Top M a n a g e rs ' and 
O u ts id e  O b s e r v e r s ' P e r c e p t io n  o f  t h e  

L e v e ls  o f  E n v iro n m e n ta l T u rb u le n c e

V a r ia b le s N Mean S .D . t  S ig n i f i c a n c e

Top M a n a g e r 's  
P e r c e p t io n s 25 3 .4 6 7 .4 6 1

Mean o f  O u ts id e  
O b s e rv e rs  
P e r c e p t io n s 25 4 .1 5 0 .0 0 0

- 7 .4 1  p = 0 .0 0 0 a

a S i g n i f i c a n t  a t  p < .0 5 .
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R e s e a r c h e r 's  A n a ly s i s  o f  
t h e  E nv iro n m en t o f  th e  
B ank ing  I n d u s t r y  in  
U n ite d  A rab  i-mi r a t e ’s

T h is  s e c t i o n  c o n t a i n s  d e s c r i p t i o n s  o f  t h e  LET o f  t h e  b an k in g  

in d u s t r y  in  th e  UAE in  g e n e r a l ,  an d  Abu D hab i s p e c i f i c a l l y .  The

in s t r u m e n t  u sed  to  o b t a in  d a ta  f o r  t h e  d e s c r i p t i o n s  i s  th e  same a s  t h e  

one u sed  to  c o l l e c t  r e s e a r c h  d a t a ,  and i s  i n c lu d e d  in  A ppendix  C. The

d a ta  f o r  t h i s  p a r t  o r i g i n a t e d  from  th e  Annual R e p o r ts  o f  th e  C e n tr a l  Bank 

o f  U n ite d  A rab E m ira te s  f o r  th e  y e a r s  1980 -  1984 .

The a n a l y s i s  b e g in s  by s t a t i n g  w hat th e  LET i s  n o t .  The LET i s  n o t  

s t a b l e ,  r e a c t i v e ,  o r  a n t i c i p a t i n g .  The r e a s o n s  f o r  t h a t  a r e  a s  f o l lo w s :

1 . The LET i s  n o t r e p e t i t i v e .

2 .  C h a n g e /s  i s  a n t i c i p a t e d .

3 . The LET i s  n o t  c h a n g in g  i n c r e m e n ta l l y .

The above im p l ie s  t h a t  t h in g s  w hich  w ere  h ap p e n in g  y e s t e r d a y  w i l l

n o t  be h ap p e n in g  to m o rro w : t h e  f u t u r e  i s  n o t  an e x t r a p o l a t i o n  o f  th e

p a s t ,  and th e  p r e d i c t a b i l i t y  o f  f u t u r e  e v e n ts  u s in g  t r a d i t i o n a l  m ethods 

( f o r e c a s t i n g )  i s  n o t p o s s i b l e .  The p r e v io u s ly  s t a t e d  d e s c r i p t i o n  o f  w hat 

t h e  LET i s  n o t ,  r e p r e s e n t s  t h e  f i r s t  t h r e e  l e v e l s  o f  t h e  s c a l e  o f  

t u r b u l e n c e ,  w h ic h  a r e  s t a b l e ( L e v e l  1 ) ,  r e a c t i v e ( L e v e l  2 ) ,  an d  

a n t i c i p a t i n g ( L e v e l  3 ) .  T h e r e f o r e ,  w hat i s  t h e  LET? and Why?

The e a r l y  i n c l i n a t i o n  was to w a rd s  t h e  LET b e in g  e i t h e r  on Level 4 o r

5 .  L evel 5 , l a b e l e d  a s  c r e a t i v e ,  can  be e l i m i n a t e d .  I t  i s  p o s s i b l e ,  

h o w e v e r ,  t o  a rg u e  t h a t  th e  LET i s  a t  L evel 5 , b u t  th e  r e a l  LET i s  

p r o b a b ly  j u s t  a b i t  above  Level 4 ,  b e c a u se  o f  t h e  fo l lo w in g :
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1. The e v e n ts  a r e  d i s c o n t in u o u s ,  b u t c o u ld  be e x p la in e d  i f  th o u g h t 

o f  i n  te rm s  o f  e x p e r i e n c e .

2 . The sp eed  o f  ch an g e  in  th e  e n v iro n m e n t was s h o r t e r  th a n  th e  

b a n k s ' sp e e d  o f  r e s p o n s e  t o  i t .

3 . W h ile  f u t u r e  e v e n ts  a r e  d i f f i c u l t  t o  p r e d i c t ,  t h e y  a r e  n o t 

e n t i r e l y  u n p r e d i c t a b l e .

4 .  E conom ic c h a n g e s ,  t e c h n o lo g ic a l  c h a n g e s ,  and s o c i o - p o l i t i c a l  

ch a n g e s  f l u c t u a t e  be tw een  h ig h ,  and v e ry  h ig h  im p o r ta n c e  in  te rm s  o f  

d e c i s i o n  m a k in g .

To e x e m p lify  how th e  LET co u ld  have been  a n t i c i p a t e d ,  h i s t o r i c a l  

e v e n t s  p re c e d in g  and  in c lu d in g  th e  y e a r  1981 a r e  p la c e d  in  t h e  c o n te x t  o f  

th e  i n s t r u m e n t  w h ich  m e a su re s  t u r b u le n c e .

F a m i l i a r i t y  o f  E v e n ts : E x p e r ie n c e  t e l l s  us t h a t  w h en ev er t h e r e  i s  a 

new e n t r a n t  i n t o  a m a rk e t ,  th e  m a rk e t s h a re  o f  th e  p r e s e n t l y  e x i s t i n g  

o r g a n i z a t i o n s  w i l l  m ost l i k e l y  d e c r e a s e .  An e x a m p le , was th e  d is c o v e r y  

o f  N orth  Sea o i l  in  th e  U n ite d  Kingdom , w hich  m eant an i n c r e a s e  in  th e  

su p p ly  o f  o i l ,  acco m p an ied  by a r e d u c t io n  in  i t s  p r i c e .  An added i s s u e  

w h ich  e f f e c t e d  th e  p r i c e  o f  o i l ,  w ere N i g e r i a 's  p o l i c i e s  o f  r e d u c in g  o i l

p r i c e s ,  w hich  s t a r t e d  a p r i c e  w ar among th e  O rg a n iz a t io n  o f  P e tro leu m

E x p o r t in g  C o u n t r ie s  (OPEC).

An o b s e r v e r  u t i l i z i n g  th e  c u r r e n t  s c a l e  o f  tu r b u le n c e  co u ld  have 

e a s i l y  a n t i c i p a t e d  th e  im p a c t o f  f l u c t u a t i o n s  in  o i l  p r i c e s  on th e  

b a n k in g  i n d u s t r y .

R a p id i ty  o f  C h an g e : In 1980 , th e  C u rren cy  Board was r e p la c e d  by th e

C e n tr a l  Bank to  f u r t h e r  o r g a n iz e  and d e v e lo p  th e  b a n k in g  s e c t o r  in  th e

U .A .E . In o r d e r  t o  a c c o m p lis h  t h a t ,  t h e  new ly  form ed C e n tr a l  Bank had to  
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i n t r o d u c e  new l e g i s l a t i o n  d i r e c t e d  to w ard  th e  im provem ent o f  th e  b a n k in g  

e n v iro n m e n t .  T hese new p o l i c i e s ,  r e g u l a t i o n s ,  and p ro c e d u re s  c o v e re d  

t h r e e  g e n e ra l  a r e a s .  The f i r s t  was d i r e c t e d  to w ard  th e  im provem ent o f  

l o c a l  b a n k s ,  t h e  s eco n d  was d i r e c t e d  to w a rd  th e  r e d u c t io n  o f  th e  s p re a d  

o f  f o r e i g n  b a n k s ,  an d  t h e  t h i r d  w as d i r e c t e d  tow ard  im p ro v in g  t h e  

e f f e c t i v e n e s s  and e q u i t a b i l i t y  o f  th e  b a n k in g  sy s te m  in  th e  E m ira te s .

An o b s e r v e r  u t i l i z i n g  th e  s c a l e  o f  t u r b u le n c e  c o u ld  have  a n t i c i p a t e d  

th e s e  c h a n g e s .  S in c e  t h e s e  c h an g es  o c c u r r e d  o v e r  a p e r io d  o f  fo u r  y e a r s  

(1 9 8 0 - 8 4 ) ,  t h e  m ost a p p r o p r i a t e  le v e l  f o r  th e  r a p i d i t y  o f  change  w ould 

have been  L eve l 4 .  F u r th e rm o re ,  th e  fo rm a tio n  o f  th e  C e n tra l  Bank s h o u ld  

h ave  been  lo o k e d  a t  a s  a s t r o n g  s ig n a l  t h a t  change was co m in g .

V i s i b i l i t y  o f  F u t u r e : The v i s i b i l i t y  o f  th e  f u t u r e ,  a s  o f  1981 , was 

d i f f i c u l t  t o  p r e d i c t ,  b e c a u se  i t  was n o t  known w hat k in d  o f  change  was 

g o in g  t o  t a k e  p l a c e .  I t  was known, h o w ev e r, t h a t  change was com ing from  

a t  l e a s t  tw o s o u r c e s .  The tw o s o u rc e s  w ere  f l u c t u a t i o n  o f  o i l  p r i c e s  and 

C e n tr a l  Bank l e g i s l a t i o n .

B u s i n e s s  S c o p e : The b u s i n e s s  sc o p e  i s  lo o k ed  upon in  te rm s  o f  

w h e th e r  i t  i s  N a t io n a l ,  R e g io n a l ,  o r  I n t e r n a t i o n a l .  R e g a rd le s s  o f  w hat 

t h e  b u s in e s s  sco p e  may b e ,  th e  im p act o f  th e  d ro p  in  o i l  p r i c e s  w ould 

e f f e c t  a l l  o f  th e  b a n k s .  A n o th e r  i s s u e  o f  co n c e rn  i s  th e  d e c l in e  o f  

g ro w th  a v e r a g e s ,  n a t i o n a l l y ,  r e g i o n a l l y ,  and i n t e r n a t i o n a l l y  (w ith  some 

e x c e p t i o n s ) .

C hanges in  Terms o f  D e c is io n  M aking: The ch an g es a r e  d i s c u s s e d  in  

te rm s  o f  t h e  e x t e n t  o f  t h e  im p o r ta n c e  o f  econom ic c h a n g e s ,  t e c h n o lo g ic a l  

c h a n g e s ,  and  s o c i o - p o l i t i c a l  c h an g es  a s  th e y  e f f e c t  th e  bank s '  d e c i s io n  

m a k in g . E xam ples f o l lo w :
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1 . Econom ic c h a n g e s  co u ld  be r a t e d  a s  h ig h ly  im p o r ta n t  o r  v e ry  

h ig h ly  im p o r t a n t ,  b e c a u se  o f  th e  fo l lo w in g :

1 .1  A g e n e ra l  d ro p  in  p r o p e r ty  r e n t s .

1 .2  R e d u c tio n  in  governm en t e x p e n d i tu r e s .

1 .3  S e v e re  c o m p e ti t io n  among b a n k s .

1 .4  D e c lin e  o f  m a jo r  c o n s t r u c t io n  p r o j e c t s .

1 .5  D e c lin e  o f  r e - e x p o r t  b u s in e s s  a c t i v i t y .

1 .6  R educed lo c a l  t r a d e  a c t i v i t i e s .

An o b s e r v e r  u t i l i z i n g  th e  tu r b u le n c e  s c a l e  in  1981 , c o u ld  have 

a n t i c i p a t e d  th e  above  econom ic  c h a n g e s ,  by a n t i c i p a t i n g  th e  d ro p  in  o i l  

p r i c e s .  F u r t h e r m o r e ,  s i n c e  t h e  U .A .E . d e p e n d s  m a in ly  on o i l  

e x p o r t a t i o n ,  t h e  p r i c e  l e v e l  i s  th e  m ost im p o r ta n t  s t r a t e g i c  i s s u e  w hich  

an o b s e r v e r  s h o u ld  m o n i to r .

2 .  T e c h n o lo g ic a l  c h an g es  c o u ld  be r a t e d  a s  h ig h ly  im p o r ta n t  o r  v e ry  

h ig h ly  im p o r ta n t  a s  w e ll b e c a u se  o f  t h e  fo l lo w in g :

2 .1  I n t r o d u c t io n  o f  au to m a ted  t e l l e r  m a c h in e s .

2 .2  I n t r o d u c t io n  o f  e l e c t r o n i c  b a n k in g .

2 .3  The in c r e a s e d  use o f  t h e  p e r s o n a l  c o m p u te r .

2 .4  The a v a i l a b i l i t y  o f  a m u l t i tu d e  o f  d i f f e r e n t  s o f tw a re

p a c k a g e .

3 . S o c i o - p o l i t i c a l  ch an g es c o u ld  be r a t e d  a s  h ig h ly  im p o r ta n t  o r  

v e ry  h ig h ly  im p o r ta n t  a l s o ,  b e c a u se  o f  th e  fo l lo w in g :

3 .1  The I r a q / I r a n  War.

3 .2  I s l a m i c  Law w h ic h  p r o h i b i t s  e a r n i n g  o r  p a y m e n t o f

i n t e r e s t .

3 .3  S e m i-c o m p le tio n  o f  th e  n a t io n a l  i n f r a s t r u c t u r e .
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3 .4  Econom ic d e v e lo p m e n t in  c o u n t r i e s  n e ig h b o r in g  th e  U .A .E .

3 .5  The i n c r e a s e  in  t h e  g e n e ra l  le v e l  o f  e d u c a t io n .

3 .6  C u l tu r a l  d i f f e r e n c e s  due to  t h e  v a r io u s  n a t i o n a l i t i e s  in

U .A .E .

The p r e v i o u s  a n a l o g y  i l l u s t r a t e s  t h e  tu r b u le n c e  l e v e l s  in  th e  

b a n k in g  e n v i r o n m e n t  in  t h e  U .A .E . i n  g e n e r a l ,  a n d  Abu D h a b i  

s p e c i f i c a l l y .  The a n a lo g y  d id  n o t  u se  a c tu a l  num bers t o  i l l u s t r a t e  th e  

t u r b u l e n c e ,  b e c a u s e  t h e r e  was no need  to  o v e r s t r e s s  th e  f a c t  t h a t  th e  

e n v iro n m e n t  o f  t h e  p e r io d  u n d e r  s tu d y  was t u r b u l e n t .

Q u e s tio n  Two

2 .  To w h a t  e x t e n t  do to p  m a n a g e r s  in  b anks d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  t h e  a g g r e s s iv e n e s s  o f  s t r a t e g y  o f  a i l  o f  t h e  b an k s  a s  

com pared  t o ;

2 . 1 .  O u t s i d e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n ta l  

t u r b u le n c e ?

2 . 2 .  The l e v e l s  o f  e n v iro n m e n ta l tu r b u le n c e  a s  p e r c e iv e d  by to p  

m an ag e rs  o f  a l l  b a n k s?

A g g r e s s iv e n e s s  o f  
S t r a t e g y

The s e c o n d  r e s e a r c h  q u e s t i o n  r e q u i r e d  TM's p e r c e p t io n  o f  t h e i r  

a g g r e s s iv e n e s s  o f  s t r a t e g y .  A g g re s s iv e n e s s  o f  s t r a t e g y  i s  d iv id e d  i n to  

tw o lo w e r  l e v e l  s t r a t e g i e s  n am ely  -  A g g re s s iv e n e s s  o f  in n o v a t io n  s t r a t e g y  

(A IS ) and  A g g re s s iv e n e s s  o f  m a rk e t in g  s t r a t e g y  (AMS). The r e s p o n s e s  a r e  

d e m o n s tr a te d  in  t h e  f o l lo w in g  s e c t i o n .
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A g g re s s iv e n e s s  o f  
I n n o v a t io n  S t r a t e g y

A IS i s  d i v i d e d  i n t o  f i v e  s u b - e l e m e n t s ,  th e  re s p o n s e s  to  t h e s e  

e le m e n ts  a r e  i l l u s t r a t e d  on T a b le  5 a s  f o l l o w s :

R e s p o n s iv e n e s s  to  C u s to m e rs : None o f  t h e  r e s p o n d e n ts  c h o se  Level 1 

( N e g l e c t ) ,  11 (44%) c h o se  L evel 2 (O ur P ro d u c t i s  What th e  C ustom er 

W a n ts ) ,  L evel 3 ( A n t i c i p a t i o n  o f  N eeds) was s e l e c t e d  by 6 (24% ), Level 4 

( I d e n t i f i c a t i o n  o f  U n f u l f i l l e d  N eeds) was s e l e c t e d  by 4 (16% ), and Level 

5 ( I d e n t i f i c a t i o n  o f  L a te n t  N eeds) was s e l e c t e d  by 4 (16% ).

F ocus o f  R e s e a rc h : None o f  th e  to p  m an ag ers  ch o se  L evel 1 (N o n e ) , 2 

(8%) c h o se  Level 2 (S e r v ic e  I m i t a t i o n ) ,  17 (68%) ch o se  Level 3 ( S e rv ic e  

Im p ro v e m e n t) , 3 (12%) c h o se  Level 4 (A d o p tio n  o f  Novel S e r v i c e s ) ,  and 3 

(12%) c h o s e  Level 5 (P io n e e r in g  o f  New S e r v i c e s ) .

M ark e t D ev e lo p m en t: L eve l 1 ( S t i c k  t o  Our C u sto m ers) was s e l e c t e d  by 

3 (1 2 % ), Level 2 (F o llo w  C o m p e ti to r s )  by 4 (16% ), L evel 3 (Expand to  

F a m i l i a r  M a rk e ts )  by 9 (3 6 % ), L evel 4 (E xpand to  F o re ig n  M a rk e ts )  by 5 

(2 0 % ), and Level 5 ( C r e a te  New M a rk e ts )  by 4 (16% ).

F re q u e n c y  o f  New S e r v ic e  I n t r o d u c t i o n : One TM (4%) c h o se  Level 1 

( R a r e ) ,  2 (8%) c h o se  Level 2 (L ow ), 15 (60%) ch o se  Level 3 (M o d e ra te ) ,  7 

(28%) c h o se  L evel 4 ( H ig h ) ,  and none o f  th e  TM's ch o se  L evel 5 (V ery  

H ig h ) .

R o le  o f  R e se a rc h  and D evelopm en t D e p a r tm e n t: S ix  TM's (24%) s e l e c t e d  

L eve l 1 (S een  B ut Not H e a rd ) ,  6 (24%) s e l e c t e d  Level 2 (C a l le d  When 

N e c e s s a r y ) ,  10 (40%) s e l e c t e d  Level 3 (S u p p o r t o f  M a rk e t in g ) ,  3 (12%) 

s e l e c t e d  Level 4 (S o u rc e  o f  New P r o d u c t s ) ,  and none o f  th e  TM's s e l e c t e d  

L evel 5 (The E l i t e ) .
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A g g re s s iv e n e s s  o f  
M a rk e tin g  S t r a t e g y

AMS i s  d i v i d e d  i n t o  f i v e  s u b - e le m e n ts .  The r e s p o n s e s  to  th e s e

e le m e n ts  a r e  i l l u s t r a t e d  on T a b le  6 a s  f o l lo w s :

S a le s  A g g r e s s iv e n e s s : None o f  th e  re s p o n d e n ts  c h o se  Level 1 (V ery  

L ow ), 4 (16%) c h o se  L evel 2 (L o w ), 12 (48%) ch o se  Level 3 ( M o d e ra te ) ,  6 

(24%) c h o se  Level 4  (H ig h )  and 3 (12%) c h o se  Level 5 (V ery  H ig h ) .

R e s p o n s iv e n e s s  t o  C o m p e t i t io n : One o f  th e  TM's (4%) s e l e c t e d  L evel 1 

(We Do N ot C o m p e te ) ,  6 (24% ) s e l e c t e d  Level 2 (We W ill Respond to

A g g r e s s io n ) ,  10 (40%) s e l e c t e d  L evel 3 (We W ill Not Be U n d e r s o ld ) ,  2 (8%) 

s e l e c t e d  Level 4 (We Lead th e  P a c k ) ,  and 6 (24%) s e l e c t e d  Level 5 (We Are 

Our Own C o m p e t i to r s ) .

M arket S h a r e : Level 1 (Grow W ith The M arke t) was s e l e c t e d  by 4 TM 's 

(1 6 % ), Level 2 (D e fe n d )  by  5 (20% ), L evel 3 ( I n c r e a s e )  by 12 (48% ), Level

4 ( C o n t r o l )  by 3 (12% ), and  L evel 5 (D om inate) was s e l e c t e d  by 1 (4% ).

P r o m o t i o n / A d v e r t i s i n g : T h i r t e e n  TM 's (52%) ch o se  Level 1 (O ur 

S e r v ic e s  Speak  f o r  T h e m s e lv e s ) ,  3 (12%) ch o se  Level 2 ( R e a c t iv e ) ,  1 (4%) 

ch o se  Level 3 ( A g g r e s s iv e ) ,  5 (20%) ch o se  Level 4 (A d v an ced ) , and 3 (12%)

c h o se  Level 5 ( C r e a t i v e ) .

R o le  o f  M a r k e t in g  D e p a r t m e n t : L e v e l 1 (To S e l l  What th e  F irm  

P ro d u c e s)w a s  ch o sen  by 3 TM's (12% ), Level 2 (To C onvince C ustom ers  T h a t

Our S e r v ic e s  Are S u p e r io r )  by 12 (48% ), Level 3 (To S e rv e  The C u s to m ers)

by  5 (20% ), Level 4 (To E s t a b l i s h  The Bank As A M ark e tin g  L e a d e r)  by 2 

(8 % ), and L evel 5 (To E s t a b l i s h  t h e  Bank As A M ark e tin g  I n n o v a to r )  was 

ch o se n  by 3 (12% ).
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S t u d e n t 's  t - T e s t

A t t h i s  s t a g e  o f  t h e  a n a l y s i s  two t - t e s t s  w ere u sed  t o  d e te rm in e  i f  

s i g n i f i c a n t  d i f f e r e n c e s  e x i s t e d  b e tw een  TM's and 0 0 's  p e r c e p t io n s  o f  th e  

l e v e l  o f  e n v iro n m e n ta l t u r b u l e n c e ,  a s  com pared to  TM's p e r c e p t io n  o f  th e  

a g g r e s s iv e n e s s  o f  s t r a t e g y .  T a b le  7 p r e s e n t s  th e  r e s u l t s  o f  t h e  t - t e s t .  

As c o u ld  be s e e n  on t h e  t o p  p a r t  o f  T a b le  7 ,  t h e  t - t e s t  r e s u l t s  

e m p h a s iz e d  t h a t  t h e r e  i s  a s i g n i f i c a n t  d i f f e r e n c e  b e t w e e n  T M 's  

p e r c e p t io n s  o f  th e  LET and  TM's p e r c e p t io n s  o f  t h e  a g g r e s s iv e n e s s  o f  

s t r a t e g y  ( t = 3 .7 8 ,  DF=24, p < 0 .0 0 1 ) .  As c o u ld  be seen  on th e  b o tto m  p a r t  

o f  T a b le  7 , t h e  t - t e s t  r e s u l t s  e m p h as ized  t h a t  t h e r e  i s  a s i g n i f i c a n t  

d i f f e r e n c e  be tw een  0 0 's  p e r c e p t io n s  o f  th e  LET and 0 0 's  p e r c e p t io n s  o f  

t h e  a g g r e s s iv e n e s s  o f  s t r a t e g y  ( t = - 9 .3 5 ,  DF=24, p < 0 .0 0 0 1 ) .

Q u e s tio n  T hree

3 .  To w h a t e x t e n t  do  t o p  m a n a g e r s  in  b an k s  d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  th e  c a p a b i l i t y  o f  a l l  th e  b anks a s  com pared  t o ;

3 . 1 .  O u t s id e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n ta l  

tu r b u le n c e ?

3 . 2 .  The le v e l  o f  e n v iro n m e n ta l tu r b u le n c e  a s  p e rc e iv e d  by to p  

m a n a g e rs  o f  a l l  b an k s?

3 . 3 .  The a g g r e s s i v e n e s s  o f  s t r a t e g y  a s  p e r c e iv e d  by to p  

m a n a g e rs  o f  a l l  b an k s?
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Table 7

A g g re s s iv e n e s s  o f  S t r a t e g y  S t u d e n t s '  t - t e s t s  
f o r  Top M anagers and O u ts id e  O b s e r v e r s ' 

P e r c e p t io n s  o f  t h e  L e v e ls  o f  
E n v iro n m e n ta l T u rb u le n c e

V a r ia b le s  N Mean S .D . t  S i g n i f i c a n c e

A g g re s s iv e n e s s  o f  
S t r a t e g y  25 2 .9 0 8  .6 6 4

Mean o f  O u ts id e  
O b s e rv e rs
P e r c e p t io n s  25 4 .1 5 0  .0 0 0

Top M a n a g e r 's  
P e r c e p t io n s  
o f  L e v e ls  o f  
E n v iro n m e n ta l
T u rb u le n c e  25 3 .4 6 7  .461

A g g re s s iv e n e s s  
o f  S t r a t e g y  25 2 .9 0 8  .664

3 .7 8  p = 0 .0 0 1 a

a S i g n i f i c a n t  a t  p < .0 5 .
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O penness  o f  C a p a b i l i t y

The f o u r t h  r e s e a r c h  q u e s t i o n  r e q u i r e d  th e  e x a m in a t io n  o f  TM's 

c a p a b i l i t y ,  o p e n n e ss  o f  c a p a b i l i t y  i s  d iv id e d  i n t o  t h r e e  e le m e n ts  nam ely  

-  M a n a g e rs  p r o f i l e s ,  M anagem en t c l i m a t e  p r o f i l e s ,  and  M anagem en t 

c o m p e te n c e  p r o f i l e s .  The r e s p o n s e s  a r e  d e m o n s tra te d  in  t h e  f o l lo w in g  

s e c t i o n .

M anagers P r o f i l e s

M anagers p r o f i l e s  c o n ta in s  f o u r  s u b - e le m e n ts ,  T a b le  8 i l l u s t r a t e s  

t h e  r e s p o n s e s  w hich  a r e  re sp o n d ed  t o  a s  f o l lo w s :

R isk  P r o p e n s i t y : Level 1 ( R e je c t )  was s e l e c t e d  by 1 TM (4% ), Level

2 (A c c e p t F a m i l i a r  R is k s )  by 14 (56% ), Level 3 (S eek  F a m i l ia r  R is k s )  by 6

(24% ), Level 4 (S eek  U n fa m il ia r  R is k s )  by 3 (12% ), and Level 5 (S eek  

N ovel R is k s )  was s e l e c t e d  by 1 (4% ).

P ro b le m  S o l v i n g  P r o c e s s : None o f  t h e  T M 's s e l e c t e d  L e v e l 1 

( T r i a l / E r r o r ) , 3 (12%) s e l e c t e d  Level 2 ( D i a g n o s t i c s ) ,  11 (44%) s e l e c t e d  

L evel 3 ( O p t im iz a t io n ) ,  6 (24%) s e l e c t e d  L evel 4 ( A l t e r n a t i v e  S e a r c h ) ,  

and  5 (20%) s e l e c t e d  L evel 5 ( A l t e r n a t i v e  C r e a t i o n ) .

K now ledge : Level 1 ( I n t e r n a l  P o l i t i c s )  was s e l e c t e d  by 1 TM (4% ), 

L eve l 2 ( I n t e r n a l  O p e ra t io n s )  was s e l e c t e d  by none o f  th e  T M 's, Level 3 

( T r a d i t i o n a l  M ark e ts  and C o m p e tito rs )  was s e l e c t e d  by 13 (52% ), Level 4 

(G lo b a l O p p o r tu n i t i e s )  was s e l e c t e d  by 6 (24% ), and Level 5 (E m erging  

E n v iro n m e n t)  was s e l e c t e d  by 5 (20% ).

M o d e l  o f  S u c c e s s  : O n e  TM ( 4 % )  s e l e c t e d  L e v e l  1

( S t a b i l i t y / R e p e t i t i o n ) ,  4 (16%) s e l e c t e d  L evel 2 ( S e r v i c e  E f f i c i e n c y ) ,  12 

(48%) s e l e c t e d  L evel 3 ( B a la n c e  o f  I n t e r n a l  E f f i c i e n c y  and  M a rk e t 
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R e s p o n s iv e n e s s ) ,  6 (16%) s e l e c t e d  Level 4 ( I n v e s tm e n t  in  M ost P r o f i t a b l y  

A v a i la b le  O p p o r t u n i t i e s ) ,  4 (16%) s e l e c t e d  L evel 5 ( C r e a t i v i t y ) .

M anagement C lim a te  
P r o f i  l e s '

Which c o n ta in s  t h r e e  s u b - e le m e n ts ,  T a b le  9 i l l u s t r a t e s  t h e  re s p o n s e s  

w hich  a r e  a s  f o l lo w s :

A t t i t u d e  T ow ard  C h a n g e : Level 1 ( D o n 't  Rock th e  B o a t) was n o t 

s e l e c t e d  by any  o f  th e  T M 's , Level 2 (R o ll  W ith th e  P u n ch es) was s e l e c t e d  

by 4 (16% ), Level 3 (P la n  A head) was s e l e c t e d  by 14 (56% ), L evel 4 ( I f  

I t ' s  New, I t ' s  Good) was n o t s e l e c t e d ,  and Level 5 ( C r e a te  t h e  F u tu re )  

was s e l e c t e d  by 7 (28% ).

Change T r i g g e r : Two TM's (8%) c h o se  L evel 1 ( C r i s i s ) ,  3 (12%) c h o se  

L evel 2 ( U n s a t i s f a c t o r y  R e s u l t s ) ,  1 (4%) ch o se  Level 3 ( T h r e a t s ) ,  7 (28%) 

c h o se  Level 4 (T h r e a ts  and O p p o r t u n i t i e s ) ,  and 12 (48%) ch o se  Level 5 

(C o n tin u e d  S e a rc h  f o r  C h a n g e ) .

I n i t i a t i v e : Level 1 ( D o n 't  V o lu n te e r )  was n o t  s e l e c t e d ,  Level 2 

(F o llo w  th e  R u le s )  was s e l e c t e d  by 8 (32% ), L evel 3 (Run W ith t h e  B a l l )  

was s e l e c t e d  by 1 (4% ), Level 4 (Be a C a re fu l S e l f - S t a r t e r )  was s e l e c t e d  

by  13 (52% ), and Level 5 (Be a S e l f - S t a r t e r )  by  3 (12% ).

M anagement Com petence 
Profi les'

These p r o f i l e s  c o n ta in e d  t h r e e  s u b - e le m e n ts ,  T a b le  10 i l l u s t r a t e s  

th e  re s p o n s e s  w hich  a r e  a s  f o l lo w s :
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Problem  S o lv in g  P r o c e s s : Level 1 ( H i e r a r c h i c a l )  was n o t s e l e c t e d ,  

L eve l 2 ( H ie r a r c h i c a l  and C o m p a r tm e n ta liz e d )  was s e l e c t e d  by 4 (16% ), 

L eve l 3 ( H ie r a r c h i c a l  and F irm  W ide) was s e l e c t e d  by 5 (20% ), L evel 4 

(F irm  Wide and P roblem  C e n te re d )  was s e l e c t e d  by 8 (32% ), and Level 5 

(P ro b lem  C e n te re d )  was s e l e c t e d  by 8 (32% ).

I n f o r m a t i o n  S y s t e m s : None o f  t h e  TM's ch o se  Level 1 ( In fo rm a l 

P r e c e d e n t s ) ,  5 (20%) c h o se  L evel 2 ( P a s t  P e r fo rm a n c e ) ,  3 (12%) ch o se  

L e v e l  3 ( E x t r a p o l a t i v e  F o r e c a s t i n g ) ,  14  (5 6 % ) c h o s e  L e v e l  4

( E x t r a p o l a t i v e  F o r e c a s t in g  and  Some E n v iro n m e n ta l S u r v e i l l a n c e ) ,  and 3 

(12%) ch o se  Level 5 (E n v iro n m e n ta l S u r v e i l l a n c e ) .

R ew ards and I n c e n t i v e s : L evel 1 (L e n g th  o f  S e rv ic e )  was s e l e c t e d  by 

1 (4 % ), L evel 2 ( P a s t  P e rfo rm a n c e )  was s e l e c t e d  by 6 (24% ), L evel 3 

( C o n t r ib u t io n  o f  G row th) was s e l e c t e d  by 5 (20% ), Level 4 ( C o n t r ib u t io n  

o f  Growth and C o n t r ib u t io n  t o  I n n o v a t io n )  was s e l e c t e d  by 12 (48% ), and 

Leve l 5 ( C o n t r ib u t io n  t o  I n n o v a t io n )  was s e l e c t e d  by 1 (4% ).

S t u d e n t 's  t - T e s t

At t h i s  s ta g e  o f  t h e  a n a l y s i s ,  t h r e e  t - t e s t s  w are u sed  to  d e te rm in e  

i f  s i g n i f i c a n t  d i f f e r e n c e s  e x i s t e d  b e tw e e n :

1 . TM's p e r c e p t io n s  o f  th e  le v e l  o f  e n v iro n m e n ta l t u r o u le n c e  v s .

TM's p e r c e p t io n s  o f  th e  o p e n n e s s  o f  c a p a b i l i t y .

2 .  0 0 's  p e r c e p t io n s  o f  th e  le v e l  o f  e n v iro n m e n ta l t u r b u le n c e  v s .

TM 's p e r c e p t io n  o f  t h e  o p e n n e ss  o f  c a p a b i l i t y .

3 . TM's p e r c e p t io n s  o f  AS v s .  0C.

T ab le  11 p r e s e n t s  th e  r e s u l t s  o f  th e  t - t e s t .  As co u ld  be se e n  on 

t h e  to p  p a r t  o f  T ab le  11 , th e  t - t e s t  r e s u l t s  em p h asized  t h a t  t h e r e  i s  no 
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Table 11

O penness o f  C a p a b i l i t y  S tu d e n ts ' t - t e s t s  f o r  
O u ts id e  O b s e r v e r s ' and Top M an ag ers ' 

P e r c e p t io n s  o f  th e  L e v e ls  o f  
E n v iro n m e n ta l T u rb u len ce  and 

A g g re s s iv e n e s s  o f  S t r a t e g y

V a r ia b le s N Mean S .D . t  S ig n i f i c a n c e

O penness o f  
C a p a b i l i t y 25 3 .4 3 2 .556

Mean o f  O u ts id e  
O b se rv e rs  
P e r c e p t io n s  
o f  L e v e ls  o f  
E n v iro n m en ta l 
T u rb u le n c e 25 4 .1 5 0 .000

-6 .4 6  p = 0 .0 0 0 a

Top M a n a g e r 's  
P e r c e p t io n s  
o f  L e v e ls  o f  
E n v iro n m en ta l 
T u rb u le n c e 25 3 .4 6 7 .461

O penness o f  
C a p a b i l i t y 25 3 .4 3 2 .556

.29  p = 0 .7 7 1 b

A g g re s s iv e n e s s  
o f  S t r a t e g y 25 2 .9 0 8 .664

O penness o f  
C a p a b i l i t y 25 3 .4 3 2 .556

- 5 .0 2  p = 0 .0 0 0 a

a S i g n i f i c a n t  a t  p < .0 5 .  
b N o n - s ig n i f i c a n t  a t  p < .0 5 .
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s i g n i f i c a n t  d i f f e r e n c e  be tw een  TM's p e r c e p t io n s  o f  t h e  LET and TM's 

p e r c e p t io n s  o f  th e  o p e n n e ss  o f  c a p a b i l i t y  ( t= 0 .2 9 ,  DF=24, p < 0 .7 7 1 ) .  As 

c o u ld  be s e e n  on t h e  m id d le  p a r t  o f  T a b le  1 2 , t h e  t - t e s t  r e s u l t s  

e m p h a s iz e d  t h a t  t h e r e  i s  a s i g n i f i c a n t  d i f f e r e n c e  b e tw e e n  0 0 . 's  

p e r c e p t io n s  o f  t h e  LET and TM's p e r c e p t io n s  o f  t h e  o p e n n e ss  o f  c a p a b i l i t y  

( t = - 6 .4 6 ,  DF=24, p < 0 .0 0 0 1 ) .  As c o u ld  be se e n  on th e  b o tto m  p a r t  o f  T ab le  

1 2 , t h e  t - t e s t  r e s u l t s  em p h as ized  t h a t  t h e r e  i s  a s i g n i f i c a n t  d i f f e r e n c e  

b e tw een  TM's p e r c e p t io n s  o f  t h e  a g g re s s iv e n e s s  o f  s t r a t e g y  and  T M 's 

p e r c e p t io n s  o f  t h e  o p e n n e ss  o f  c a p a b i l i t y  ( t = - 5 .0 2 ,  DF=24, p < 0 .0 0 0 1 ) .

Q u e s tio n  Four

4 .  W hat a r e  t h e  r e l a t i o n s h i p s  b e tw een  l e v e l s  o f  e n v iro n m e n ta l 

t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  and  o p e n n e ss  o f  c a p a b i l i t y ?

R e se a rc h  q u e s t io n  f o u r  r e q u i r e d  th e  e x a m in a t io n  o f  th e  r e l a t i o n s h i p s  

be tw een  le v e l  o f  e n v iro n m e n ta l t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  

and o p e n n e ss  o f  c a p a b i l i t y .  The r e l a t i o n s h i p s  was exam ined  in  tw o ways 

a s  f o l lo w s :

S t r a t e g i c  Gaps

T h e re  a r e  f i v e  t y p e s  o f  s t r a t e g i c  g a p s  d iv id e d  b ased  on 0 0 's  

p e r c e p t io n  o f  th e  l e v e l  o f  e n v iro n m e n ta l tu r b u le n c e .  Each o f  t h e  g ap s  i s  

a i n t e r v e n i n g  v a r i a b l e  ( IV V ) ,  b e c a u se  i t  i s  a c o n c e p tu a l  m echanism  

th ro u g h  w h ich  th e  In d e p e n d e n t v a r i a b l e s  a f f e c t  t h e  d e p e n d e n t v a r i a b l e s ,  

(Emory 1 9 8 0 :9 9 ) .  The c o m p u ta t io n s  o f  t h e  s t r a t e g i c  g ap s a r e  b a sed  on th e  

f o l lo w in g  e q u a t io n s :
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1 . S t r a t e g y  l e s s  C a p a b i l i t y  gap 

-  AS -  OC.

2 .  O b s e r v e r 's  E nv iro n m en t l e s s  S t r a t e g y  gap 

» OOLET -  AS.

3 . O b s e r v e r 's  E nv iro n m en t l e s s  C a p a b i l i t y  gap 

= OOLET -  OC.

4 .  S t r a t e g y  p lu s  C a p a b i l i t y  gap

= (OOLET -  AS) + (OOLET -  OC).

5 . T o ta l gap

= (OOLET -  TMLET) + (OOLET -  AS) + (OOLET -  O C).

The g ro u p in g s  w ere b a se d  on th e  c o n c e p t  o f  t o t a l  g a p ,  w h e re a s :

OOLET = o u t s i d e  o b s e r v e r ' s  p e r c e p t i o n  o f  t h e  l e v e l  o f

e n v iro n m e n ta l  t u r b u le n c e .

TMLET = t o p  m a n a g e m e n t 's  p e r c e p t i o n  o f  t h e  l e v e l  o f

e n v iro n m e n ta l  t u r b u l e n c e .

AS = a g g r e s s iv e n e s s  o f  s t r a t e g y .

OC = o p e n n e ss  o f  c a p a b i l i t y .

The r e a s o n  f o r  t h i s  g ro u p in g  i s  due t o  th e  f a c t  t h a t  th e  m ost

i n t e r e s t i n g  s t r a t e g i c  gap f o r  t h i s  s tu d y  i s  t h e  t o t a l  g a p ,  b e c a u se  i t  

a l l o w s  a g e n e r a l i z e d  g r o u p in g  o f  a l l  r e s p o n d e n t s .  T h e r e f o r e ,  th e

r e s p o n d e n t s ' g ro u p in g s  was b ased  on th e  c o n c e p t  o f  t o t a l  g a p ,  u s in g

d i s c r i m i n a n t  a n a l y s i s .

As c o u ld  be seen  on I l l u s t r a t i o n  6 e n t i t l e d  "C a n o n ic a l D is c r im in a n t  

F u n c t io n s  f o r  th e  T o ta l G ap ."  The to p  p a r t  o f  I l l u s t r a t i o n  6 shows W ilk s '

Lambda * 0 .1 4 0 6 ,  F = 6 7 .2 4 .  F u rth e rm o re  E ig e n v a lu e  = 6 .1 1 2 7 ,  c a n o n ic a l

c o r r e l a t i o n  = 0 .9 2 7 ,  C h i- s q u a re  = 4 3 .1 6 1 ,  DF = 2 ,  S ig  = 0 .0 0 0 0 .
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Illustration 6. Canonical Discriainant Functions for the Total Gap

Milks’ laabda (U-statistics) and univriate F-ratio 
with 2 and 22 degrees of fredoi

Variable Milks’ laibda 

Total Gap 0.140S9

Significance

67.24 0.0000

Canonical Discriainant Functions

Percent of Cuaulative Canonical
Function Eigenvalue Variance Percent Correlation

100.00 100.00 0.927042

After
Function Chi-squared

All Groups Stacked Histograa
Canonical Discriainant Function 1

I 33F ! 
r 3 ♦ 32 22 3
8 ! 2 22 3
* 2 22 3
u ! 2 22 3e 2 ♦ 1 2 22 3 3
n I 1 2 22 3 3c 1 2 22 3 3
y 1 2 22 3 3

1 1 1 1  2 2 22 33333 3332 2 22 31333 333 2 2 22 33333 333 
2 2 22 33333 333

Out -12.0 -8.0 -4.0 0.0 4.0 8.0 12.0 OutClass 111111111111111111111111111111111122222222333333333333333333333333333333333333333 
Centroids 1 2 3
Classification Results -

Actual Group 
Group 1

Group

Group

No. of Predicted Group Neabership
Cases 1 2 3

3 . . . . 3lOO.Ot
0.ot 0.ot

10 0 10 0.ot 100.Ot .Ot
12 0 0 12

.ot .ot 100.Ot
Percent of 'grouped* cases correctly classified: 100.OOt
Classification Processing Suaaary 25 Cases Mere processed.
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T h e r e f o r e ,  t h e  g ro u p in g s  o f  t h e  banks i n to  t h r e e  g ro u p s  i s  100% a c c u r a t e ,  

and th e  g ro u p s  a r e  s i g n i f i c a n t l y  d i f f e r e n t .  The b o ttom  p a r t  o f  t h e

I l l u s t r a t i o n  d e m o n s t r a t e s  tw o  t h i n g s :  1 .  The A l l - G r o u p s  s ta c k e d

H is to g ra m , and 2 .  The c l a s s i f i c a t i o n  r e s u l t s  w hich d e m o n s t r a t e  t h e  

s i g n i f i c a n c e  in  tw o d i f f e r e n t  m a n n e rs .

The c o n c e p t  o f  t h e  t o t a l  gap a llo w e d  th e  g ro u p in g  o f  a l l  ban k s in to  

t h r e e  g ro u p s ,  w ith  100% a c c u r a c y .  The t h r e e  g r o u p s  a r e  l a b l e d  a s  

f o l l o w s :

G roup 1 = sm a ll gap  = 3 b a n k s .

Group 2 = medium gap  = 10 b a n k s .

G roup 3 = l a r g e  gap  = 12 b a n k s .

T h e r e f o r e ,  t h e  c o n c e p t  o f  th e  t o t a l  gap i s  a v e ry  good m ethod  o f  

g ro u p in g .  The r e m a in in g  fo u r  gap w ere n o t  used f o r  g ro u p in g ,  b u t  th e  

w i l l  be exam ined  in  q u e s t io n  s i x .

C o r r e l a t i o n s  o f  
In d e p e n d e n t V a r ia b le s

C o r r e l a t i o n s  b e t w e e n  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  

a g g re s s iv e n e s s  o f  s t r a t e g y ,  a n d  o p e n n e s s  o f  c a p a b i l i t y  r e s u l t s  in  

f i n d i n g s ,  w hich  a r e  d e m o n s tra te d  on T ab le  12. T ab le  12 r e v e a l s  th e

d e g re e  o f  l i n e a r  a s s o c i a t i o n  among th e  t h r e e  IV 's  and th e  t a b l e  c o n ta in s

v e r t i c a l l y  t h e  in d e p e n d e n t  v a r i a b l e s  and h o r i z o n t a l l y  t h e  in d e p e n d e n t

v a r i a b l e s .  The f i n d in g s  a r e  a s  f o l lo w s :

1 . T h ere  1s a p o s i t i v e  l i n e a r  a s s o c i a t i o n  betw een  " a g g r e s s iv e n e s s  

o f  s t r a t e g y "  and "o p e n n e s s  o f  c a p a b i l i t y ,  th e  r= 0 .6 4 7 4 , and P > 0 .0 0 1 .  

T h is  a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f
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Table 12. Correlations for the Independent Variables Among Each Other

Independent Variables

Levels of 
Environmental 

Turbulence 
(LET)
N=25

Aggressiveness
of

Strategy
(AS)
N=25

Openness
of

Capability
(OC)
N=25

o  Levels of Environmental Turbulence 1
Aggressiveness of Strategy NS 1
Openness of Capability NS 0.6474** 1
* P = < 0.01
** P = < 0.001
NS = Not Significant at 0.05.
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" a g g r e s s i v e n e s s  o f  s t r a t e g y "  was acco m p an ied  by  an in c r e a s e  in  TM1 s 

p e r c e p t io n s  o f  " o p e n n e ss  o f  c a p a b i l i t y " .

2 .  T h e re  w as no l i n e a r  r e l a t i o n s h i p  b e tw een  to p  m a n a g e m e n t 's  

p e r c e p t io n s  o f  l e v e l  o f  e n v iro n m e n ta l  t u r b u le n c e  and any o f  t h e  tw o o t h e r  

I V 's .  A t t h i s  p o in t  a q u e s t io n  a r i s e s  t o  why t h i s  o c c u r r e d ?

The an sw er to  why t h e r e  was a la c k  o f  o o s i t i v e  c o r r e l a t i o n  i s  a s  

f o l l o w s :  Some o f  th e  r e s p o n d e n ts  in  g ro u p  2 ,  and  g ro u p  3 a r e  good  

p e r c e i v e r s  o f  t h e  le v e l  o f  e n v iro n m e n ta l  t u r b u l e n c e ,  b u t th e y  n e i t h e r  

re sp o n d e d  t o  t h e  l e v e l  o f  e n v iro n m e n ta l  t u r b u le n c e  w ith  t h e  n e c e s s a r y  

a g g r e s s iv e n e s s  o f  s t r a t e g y ,  n o r  d id  t h e y  d e v e lo p  th e  n e c e s s a r y  o p e n n e ss  

o f  c a p a b i l i t y  t o  s u p p o r t  t h e  a g g r e s s iv e n e s s  o f  s t r a t e g y .

Q u e s tio n  F iv e

5 .  What a r e  t h e  r e l a t i o n s h i p s  b e tw een  th e  f i n a n c i a l  m e a su re s  o f  th e  

b a n k 's  p e r fo rm a n c e ,  in  tenm s o f ;

5 . 1 .  O th e r  f i n a n c i a l  m e a su re s?

5 . 2 .  In d e p e n d e n t v a r i a b l e s  d raw  from  b an k s  s t r a t e g i c  p o s tu r e ?

D e s c r ip t i v e s  o f  F in a n c ia l  
P e rfo rm a n c e  M easu re?

As s t a t e d  e a r l i e r ,  f i n a n c i a l  p e r fo rm a n c e  i s  exam ined  in  t h r e e  

c a t e g o r i e s .  The r e s u l t s  a r e  on T ab le  1 3 , and th e  d e s c r i p t i o n s  a r e  a s  

f o l lo w s :

1 . The o v e r a l l  f i n a n c i a l  m e a su re s  (OFM) a r e  a c o m p o s ite  o f  ROE and

ROA.
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Table 13. Comparison of Financial Performance Measures 
as a Function of Bank Groupings

! Financial 
! Measure

Group 1 
X

Group 2 
%

Group 3! 
X  \

! Return on 
! Equity X  
! Mean=10.318 

(OFM) N=25
! Return on 
! Assets X  
J Means 1.105 
! (OFM) Ns25

Above the mean 26.81

Below the mean 
Above the mean 2.80

9.56 6.83 !

Below the mean 1.01 .76 !
! Assets 
! Utilization 
JMeansll.8131 
! (SFM) Ns24

Above the mean 13.51 12.32

Below the mean 10.89 ;
! Equity 
! Utilization 
!Meansl22.9095 
! (SFM) Ns24
! Loans to 
! Deposits 
!Means65.9968 
! (SFM) Ns25
! Profit 
! Margin 
!MeanslO.5449 
! (OPFM) Ns24
! Equity 
! Multiplier 
!MeanslO.6464 
! (OPFM) Ns25
Expenditure 

!to Net Income 
! Means 14.76 
! (OPFM) Ns24

Above the mean 141.98 138.15

Below the mean 
Above the mean

======= =======
101.91 ! 
78.98 j

Below the mean 
Above the mean

60.26
21.23

52.14
=======1

Below the mean 
Above the mean 10.95

9.84
10.86

10.54 !

Below the mean 
Above the mean

=======
13.61

10.39 : 
18.65 I

Below the mean 4.35
Key:
OFM = Overall Financial Measure 
SFM = Strategic Financial Measure 
OPFM s Operating Financial Measure
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1 .1 .  R e tu rn  on e q u i t y  (ROE) c a l c u l a t i o n s  f o r  a l l  b an k s (N=25) 

r e s u l t e d  in  a minimum s c o r e  o f  -2 .2 6 5 % , a maximum s c o re  o f  31 .429% , and  a 

mean o f  10.318% . As can  be se e n  on T a b le  13, g ro u p  1 (mean = 26.808% ) 

was a lm o s t  tw ic e  a s  much a s  g roup  2 (mean = 9 . 5 5 5 ) ,  and f o u r  t im e s  as 

much a s  g roup  3 (mean = 6 . 8 2 9 ) .  Group 1 was above th e  mean o f  a l l

g ro u p s ,  w h ile  t h e  two o t h e r  g ro u p s  w ere below  th e  m ean.

1 .2 .  R e tu rn  on a s s e t s  (ROA) c a l c u l a t i o n s  f o r  a l l  b an k s  (N=25)

r e s u l t e d  in  a minimum s c o r e  o f  -0 .4 9 9 % , a maximum s c o re  o f  3 .984% , and a

mean o f  1 .105% . As can  be se e n  on T a b le  13 , g ro u p  1 (mean = 2 .7 9 6 )  was 

a lm o s t  tw ic e  a s  much a s  g ro u p  2 (mean = 1 .0 0 6 ) ,  and fo u r  t im e s  a s  much as

g ro u p  3 (mean = 0 . 7 6 4 ) .  G roup 1 was above  th e  mean o f  a l l  g ro u p s ,  w h ile

t h e  two o th e r  g ro u p s  w ere b e lo w  th e  m ean .

2 .  S t r a t e g i c  f i n a n c i a l  m e a su re s  (SFM) i s  a co m p o s ite  o f  a s s e t s  

u t i l i z a t i o n ,  e q u i ty  u t i l i z a t i o n ,  and lo a n s  t o  d e p o s i t s .

2 . 1 .  A s s e ts  u t i l i z a t i o n  c a l c u l a t i o n s  o f  banks (N=24) r e s u l t e d

in  a minimum s c o r e  o f  1 .340% , a maximum s c o re  o f  40 .616% , and mean o f

11.813% . As can  be se e n  on T ab le  10 , g ro u p  1 (mean = 1 3 .5 0 9 7 )  and group  

2 (mean = 1 2 .3 1 5 7 )  w ere  ab o v e  th e  m ean , w h ile  g ro u p  3 (mean = 1 0 .8 9 3 5 ) 

was be low  th e  m ean .

2 . 2 .  E q u i ty  u t i l i z a t i o n  c a l c u l a t i o n s  o f  banks (N=24) r e s u l t e d

in  a minimum s c o r e  o f  19 .154% , a maximum s c o re  o f  524 .81% , and a mean o f  

122.019% . As can  be se e n  on T ab le  13 , g ro u p  1 (mean = 1 4 1 .9 8 0 7 )  and 

g ro u p  2 (mean = 1 3 8 .1 5 0 4 )  w ere above th e  m ean , w h ile  g ro u p  3 (mean = 

1 0 1 .9 0 9 5 )  was b e lo w  t h e  m ean .

2 . 3 .  L o a n s  t o  d e p o s i t s  c a l c u l a t i o n s  o f  a l l  b anks (N=25)

r e s u l t e d  in  a minimum s c o r e  o f  25 .259% , a maximum s c o re  o f  122 .401% , and
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a mean o f  65 .997% . As can  be seen  on T ab le  13 , g ro u p  1 (mean = 6 0 .2 6 1 )  

and g roup  2 (mean = 5 2 .1 3 9 1 )  w ere above th e  m ean , w h ile  g ro u p  3 (mean = 

8 .9 7 8 8 )  was b e low  th e  m ean .

3 . O p e ra t in g  f i n a n c i a l  m easu re s  (OPFM) i s  a c o m p o s ite  o f  p r o f i t  

m a r g in .e q u i ty  m u l t i p l i e r ,  and e x p e n d i tu r e s  to  re v e n u e .

3 . 1 .  P r o f i t  m a rg in  c a l c u l a t i o n s  f o r  b an k s  (N=24) r e s u l t e d  in  a 

minimum s c o re  o f  -5 .1 7 8 % , a maximum s c o re  o f  50 .507% , and a mean o f

11.586% . As can  be se e n  on T ab le  13 , g roup 1 (mean = 2 1 .2 2 9 )  was above 

th e  m ean, w h ile  g ro u p  2 (mean = 9 .8 3 7 2 )  and g roup  3 (mean = 1 0 .5 4 4 9 ) were 

b e low  th e  m ean .

3 . 2 .  E q u i t y  m u l t i p l i e r  c a l c u l a t i o n s  f o r  a l l  b anks (N=25) 

r e s u l t e d  in  a minimum s c o re  o f  4 .297% , a maximum s c o r e  o f  17.230% , and a 

mean o f  10.647% . As can  be se e n  on T ab le  13, g ro u p  1 (mean = 1 0 .9 4 8 )  and 

g ro u p  2 (mean = 1 0 .8 6 4 6 )  w ere above th e  m ean , w h ile  g ro u p  3 (mean = 

10 .3 8 9 3 )  was be lo w  th e  m ean .

3 .3 .  E x p e n d i tu r e  to  n e t  income c a l c u l a t i o n s  f o r  banks (N=24) 

r e s u l t e d  in  a minimum s c o r e  o f  0 .98% , a maximum s c o r e  o f  48 .075% , and a 

mean o f  14.76% . As can  be seen  on T ab le  13, g ro u p  1 (mean = 4 .3 5 )  was 

be low  th e  m ean , w h ile  g ro u p  2 (mean = 13 .6 1 ) and g ro u p  3 (mean = 1 8 .6 5 ) 

were be low  th e  m ean .

As can  be se e n  on T ab le  13 , th e  f i n a n c i a l  b e h a v io r  o f  bank g ro u p in g s  

i n d i c a t e  t h a t  th e  b e s t  0FP o c c u r re d  when SFP and 0PFP a r e  b o th  were b e s t  

a l s o .  T h e r e f o r e ,  optim um  0FP o c c u rs  when SFP and 0PFP a r e  a t  t h e i r  b e s t .

104

R eprodu ced  with p erm ission  of the copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

C o r r e l a t i o n s  o f  
D ependen t V a r ia b le s

T h is  p a r t  d e a l s  w ith  c o r r e l a t i o n  o f  a l l  th e  f i n a n c i a l  p e rfo rm a n c e  

m e a s u re s ,  t h e  r e s u l t s  a r e  on T ab le  14 , and th e  t a b l e  c o n ta in s  v e r t i c a l l y  

t h e  d e p e n d e n t v a r i a b l e s  and h o r i z o n t a l l y  th e  d ep e n d e n t v a r i a b l e s .  The 

f i n d i n g s  a r e  a s  f o l l o w s :

1 . T h ere  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  betw een  ROE and ROA, th e  

r= 0 .7 8 6 6 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  e m p h as ize s  t h a t  an i n c r e a s e  in  

ROE was acco m p an ied  by an in c r e a s e  in  ROA.

2 .  T h e r e  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw e e n  a s s e t s

u t i l i z a t i o n  and e q u i t y  u t i l i z a t i o n ,  th e  r= 0 .8 6 5 2 ,  and P > 0 .0 0 1 . T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an  i n c r e a s e  in  a s s e t s  u t i l i z a t i o n  was 

accom pan ied  by an i n c r e a s e  in  e q u i ty  u t i l i z a t i o n .

3 . T here  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  betw een p r o f i t  m a rg in  and 

e x p e n d i t u r e s  t o  n e t  in c o m e ,  t h e  r=  - 0 .6 7 7 4 ,  and  P > 0 .0 0 1 .  T h is

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an in c r e a s e  in  p r o f i t  m arg in  was accom pan ied  

by  a d e c r e a s e  in  e x p e n d i tu r e s  to  re v e n u e .

4 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b etw een  ROE and p r o f i t  

m a rg in ,  th e  r= 0 .4 7 9 9 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  e m p h a s iz e s  t h a t  an

i n c r e a s e  in  ROE was accom pan ied  by an in c r e a s e  in  p r o f i t  m a rg in .

5 . T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  betw een  ROA and p r o f i t  

m a rg in ,  t h e  r = 0 .5 3 3 9 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  e m p h a s iz e s  t h a t  an

in c r e a s e  in  ROA was accom pan ied  by an in c r e a s e  in  p r o f i t  m a rg in .

6 .  T h e re  i s  a n e g a t i v e  l i n e a r  a s s o c i a t i o n  b e tw e e n  ROE and  

e x p e n d i tu r e s  t o  n e t  in co m e , th e  r= -0 .4 8 5 1 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n
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e m p h a s iz e s  t h a t  an i n c r e a s e  in  ROE was accom pan ied  by a d e c r e a s e  in

e x p e n d i tu r e s  t o  re v e n u e .

7 .  T h e re  i s  a n e g a t i v e  l i n e a r  a s s o c i a t i o n  b e tw e e n  ROA an d

e x p e n d i tu r e s  t o  n e t  in co m e , t h e  r = -0 .5 7 8 1 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  ROA was accom pan ied  by a d e c r e a s e  in

e x p e n d i tu r e s  t o  r e v e n u e .

C o r r e l a t i o n s  be tw een  
In d e p e n d e n t V a r ia b le s  
and D ependen t V a r ia b le s

T h is  p a r t  p ro v id e  f i n d in g  r e s u l t a n t  from  c o r r e l a t i n g  e a c h  o f  th e  

t h r e e  i n d e p e n d e n t  v a r i a b l e s  a g a i n s t  e a c h  o f  t h e  e i g h t  d e p e n d e n t

v a r i a b l e s .  The r e s u l t s  a r e  on T a b le  1 5 ,  and  t h e  t a b l e  c o n ta in s  

v e r t i c a l l y  t h e  in d e p e n d e n t  v a r i a b l e s  and h o r i z o n t a l l y  t h e  d e p e n d e n t  

v a r i a b l e s .  The f i n d i n g s  a r e  a s  f o l lo w s :

1. T h ere  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  a g g r e s s iv e n e s s  o f  

s t r a t e g y  and ROE, t h e  r = 0 .7 7 0 7 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  e m p h a s iz e s  

t h a t  an i n c r e a s e  in  a g g r e s s iv e n e s s  o f  s t r a t e g y  was acco m p an ied  by an 

in c r e a s e  in  ROE.

2 .  T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  a g g r e s s iv e n e s s  o f  

s t r a t e g y  and ROA, th e  r= 0 .6 4 8 9 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  em p h a s iz e s  

t h a t  an i n c r e a s e  in  A g g re s s iv e n e s s  o f  s t r a t e g y  was acco m p an ied  by an 

in c r e a s e  in  ROA.

3 . T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  a g g r e s s iv e n e s s  o f  

s t r a t e g y  and p r o f i t  m a rg in ,  th e  r= 0 .5 4 0 7 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  a g g r e s s iv e n e s s  o f  s t r a t e g y  was accom pan ied  

by an i n c r e a s e  in  p r o f i t  m a rg in .
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4 .  T h e re  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  a g g r e s s iv e n e s s  o f  

s t r a t e g y  and  e x p e n d i tu r e s  t o  n e t  incom e, th e  r= - 0 .5 1 1 9 ,  and P > 0 .0 1 . T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an in c r e a s e  in  a g g r e s s iv e n e s s  o f  s t r a t e g y  was 

acco m p an ied  by  a d e c r e a s e  in  e x p e n d i tu r e s  t o  n e t  in co m e .

5 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  o p e n n e s s  o f

c a p a b i l i t y  a n d  ROE, t h e  r = 0 .6 4 9 9 ,  an d  P > 0 .0 0 1 .  T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  o p en n ess  o f  c a p a b i l i t y  was accom pan ied  by 

an in c r e a s e  in  ROE.

6 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  o p e n n e ss  o f

c a p a b i l i t y  an d  ROA, t h e  r = 0 .4 7 7 5 ,  and  P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  o p en n ess  o f  c a p a b i l i t y  was accom pan ied  by 

an in c r e a s e  in  ROA.

7 . T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  o p e n n e s s  o f

c a p a b i l i t y  and e q u i t y  u t i l i z a t i o n ,  t h e  r = 0 .5 1 1 1 ,  an d  P > 0 „ 0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an in c r e a s e  in  o p e n n e ss  o f  c a p a b i l i t y  was 

acco m p an ied  by  an i n c r e a s e  in  e q u i ty  u t i l i z a t i o n .

8 .  T h e re  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  o p e n n e ss  o f

c a p a b i l i t y  and lo a n s  t o  d e p o s i t s ,  th e  r = - 0 .5 3 0 8 ,  an d  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an in c r e a s e  in  o p e n n e ss  o f  c a p a b i l i t y  was 

acco m p an ied  by  a d e c r e a s e  in  lo a n s  t o  d e p o s i t s .

9 . T h e re  i s  no l i n e a r  a s s o c i a t i o n  be tw een  le v e l  o f  e n v iro n m e n ta l 

tu r b u le n c e  and any  o f  t h e  D V 's , th e  re a so n  f o r  t h a t  i s  th e  same a s  th e  

re a s o n  s t a t e d  f o r  q u e s t io n  f o u r  ab o v e .

As c o u ld  be seen  on t a b l e  15, t h e r e  a r e  24 c o r r e l a t i o n s  o f  w hich  8 

a r e  s i g n i f i c a n t .  Out o f  t h e  e i g h t ,  4 a r e  s i g n i f i c a n t l y  c o r r e l a t e d  w ith  

t h e  o v e r a l l  f i n a n c i a l  m e a s u r e s ,  tw o w i th  t h e  s t r a t e g i c  f i n a n c i a l  
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m e a s u re s ,  and th e  re m a in in g  two w ith  th e  o p e r a t i n g  f i n a n c i a l  m e a s u re s .  

B ased on th e  "R a te  o f  S ig n i f i c a n c e "  (ROS) w h e re a s , th e  h ig h e r  th e  ROS th e  

m ore  l i n e a r  a s s o c i a t i o n s  f o u n d .  ROS i s  com puted a c c o rd in g  to  th e  

fo rm u la :

ROS = S i g n i f i c a n t  c o r r e l a t i o n s  X 100 = % 
t o t a l  c o r r e l a t i o n s

A c c o rd in g ly ,  f o r  th e  c o r r e l a t i o n s  betw een  th e  in d e p e n d e n t and th e

d e p e n d e n t v a r i a b l e s ,  t h e  ROS = (8  /  24 ) X 100 = 33.33% .

Q u e s tio n  s ix

6 .  W hat a r e  t h e  c o r r e l a t i o n s  b e tw e e n  t h e  e i g h t  f i n a n c i a l  

p e rfo rm a n c e  m e a su re s  and ea c h  o f  th e  f o l lo w in g :

6 . 1 .  E ig h t e le m e n ts  o f  th e  s t r a t e g i c  p o s tu r e ?

6 . 2 .  T w en ty -n in e  s u b -e le m e n ts  o f  s t r a t e g i c  p o s tu r e ?

6 . 3 .  F iv e  s t r a t e g i c  gap s?

6 . 4 .  B a n k 's  s i z e  and f i v e  s t r a t e g i c  b u s in e s s  a r e a s  (SBA)? 

Q u e s tio n  s ix  r e q u i r e d  th e  e x a m in a tio n  o f  l i n e a r  a s s o c i a t i o n s  betw een

f i n a n c i a l  p e r fo rm a n c e  and th e  f o l lo w in g :

P ro c e d u re  c o r r e l a t i o n s  i s  u sed  to  m easu re  th e  l i n e a r  a s s o c i a t i o n .  

The " c o r r e l a t i o n  c o e f f i c i e n t "  ( r )  i s  used  to  d e s c r ib e  t h e  s t r e n g t h  o f  th e  

a s s o c i a t i o n ,  and  th e  s i g n i f i c a n c e  l e v e l s  a r e  d e te rm in e d  e i t h e r  by a 

o n e - t a i l e d  (P > 0 .0 1 )  o r  by a t w o - t a i l e d  (P > 0 .0 0 1 ) s i g n i f i c a n c e  l e v e l s .  

The r e s u l t s  o f  th e  c o r r e l a t i o n s  a r e  a s  fo l lo w s :
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C o r r e l a t i o n s  f o r  E lem en ts  
and D ependen t V a r i a b l e s "

T a b l e  16 p r e s e n t s  t h e  c o r r e l a t i o n s ,  a n d  t h e  t a b l e  c o n t a i n s  

v e r t i c a l l y  th e  e le m e n ts  and  h o r i z o n t a l l y  t h e  d e p e n d e n t  v a r i a b l e s .  The 

f i n d i n g s  a r e  a s  f o l l o w s :

1 . T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  " ch an g es  in  te rm s  

o f  d e c i s i o n  m aking" and ROE, th e  r = 0 .6 0 8 6 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an in c r e a s e  in  TM's p e r c e p t i o n s  in  "c h a n g e s  in  d e c i s io n  

m ak in g "  was accom pan ied  by  an in c r e a s e  in  ROE.

2 .  T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " c o g n i t io n  o f  

i s s u e s "  and ROE, th e  r = 0 .5 5 0 3 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  e m p h a s iz e s  

t h a t  an  i n c r e a s e  i n  TM 's p e r c e p t io n s  o f  " c o g n i t i o n s  o f  i s s u e s "  was 

acco m p an ied  by an in c r e a s e  in  ROE.

3 . T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " a g g r e s s iv e n e s s  

o f  in n o v a t io n  s t r a t e g y "  and ROE, t h e  r = 0 .6 5 7 2 ,  a n d  P > 0 .0 0 1 .  T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an  i n c r e a s e  i n  TM 's p e r c e p t i o n s  in  

" a g g r e s s iv e n e s s  o f  in n o v a t io n  s t r a t e g y "  was a cco m p an ied  by an  in c r e a s e  in  

ROE.

4 .  T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " a g g r e s s iv e n e s s  

o f  i n n o v a t io n  s t r a t e g y "  and  ROA, t h e  r = 0 .4 7 4 8 ,  and  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an  i n c r e a s e  i n  T M 's p e r c e p t i o n s  in  

" a g g r e s s iv e n e s s  o f  in n o v a t io n  s t r a t e g y "  was acco m p an ied  by an in c r e a s e  in  

ROA.

5 . T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " a g g r e s s iv e n e s s  

o f  i n n o v a t io n  s t r a t e g y "  and p r o f i t  m a rg in ,  t h e  r = 0 .5 0 7 8 ,  and P > 0 .0 1 .  

T h is  a s s o c i a t i o n  e m p h a s iz e s  t h a t  an in c r e a s e  in  TM's p e r c e p t io n s  in
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Table 16. Correlations for the E leeents and F inancial Perforaanca Measures

JOverall Financial 
! Measures

S trateg ic  Financial Measures Operating Financial Measures

Eleaents : ROE ROA AU 1 EU 1 LD PH 1 El 1 EN
! H:25 N=25 N:24 1 N:24 1 H: 25 N:24 1 N:24 1 N*25

Changes in t e n s  of decision aaking 10.6086** NS NS 1 NS 1 NS NS 1 NS 1 NS
Coaplexity : ns NS NS 1 NS 1 NS NS 1 NS 1 NS
Cognition of issues 10.5503* NS NS 1 NS 1 NS NS 1 NS 1 NS
Aggressiveness of innovation strategy 10.6572** 0.4787* NS 1 NS 1 NS 0.5078* 1 NS 1 NS
Aggressiveness of aarketing strategy 10.7387** 0.6776** NS 1 NS 1•0.4657* 0.4792* !••0.5574* 1 NS
Managers p r o file s 10.5509* NS NS 10.5530* 1 NS NS 1 NS 1 NS
Nanageaent d ia a t e  p ro file s 10.5326* NS NS 1 NS 1•0.5584* NS 1 NS 1 NS
Kanageaent Coapetence P ro file s 10.5186* 0.5587* NS 1 NS 1 NS NS 1 NS 1 NS

* s P < 0.01
** : P < 0.001 
ROE = Return on Equity 
ROA : Return on Assets 

AU : Assets U tilisa tio n  
EU : Equity U tiliza tio n  
ID : Loans to Deposits 
PR : P rofit Margin 
El : Expenditures to Net Incoia 
EH = Equity M ultiplier
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" a g g r e s s iv e n e s s  o f  i n n o v a t io n  s t r a t e g y "  was acco m p an ied  by an in c r e a s e  in  

p r o f i t  m a rg in .

6 . T here  i s  a  p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  " a g g r e s s iv e n e s s  

o f  m a rk e t in g  s t r a t e g y "  a n d  ROE, t h e  r = 0 .7 3 8 7 ,  an d  P > 0 .0 0 1 .  T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an  i n c r e a s e  i n  TM 's p e r c e p t i o n s  o f

" a g g r e s s iv e n e s s  o f  m a rk e t in g  s t r a t e g y "  was acco m p an ied  by an in c r e a s e  

ROE.

7 . T h ere  i s  a  p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " a g g r e s s iv e n e s s  

o f  m a rk e t in g  s t r a t e g y "  a n d  ROA, t h e  r = 0 .6 7 7 6 ,  an d  P > 0 .0 0 1 .  T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an i n c r e a s e  i n  TM 's p e r c e p t i o n s  o f

" a g g r e s s iv e n e s s  o f  m a rk e t in g  s t r a t e g y "  was acco m p an ied  by an in c r e a s e  

ROA.

8 . T here  i s  a  n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  " a g g r e s s iv e n e s s  

o f  m a rk e t in g  s t r a t e g y "  and  lo a n s  t o  d e p o s i t s ,  th e  r= - 0 .4 6 5 7 ,  and P > 0 .0 1 . 

T h is  a s s o c i a t i o n  e m p h a s i z e s  t h a t  a d e c r e a s e  in  TM's p e r c e p t io n s  o f

" a g g r e s s iv e n e s s  o f  m a rk e t in g  s t r a t e g y "  was acco m p an ied  by an in c r e a s e  

lo a n s  t o  d e p o s i t s .

9 . T h ere  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " a g g r e s s iv e n e s s  

o f  m a rk e t in g  s t r a t e g y "  and p r o f i t  m a rg in ,  t h e  r = 0 .4 7 9 2 ,  and P > 0 .0 1 . T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an i n c r e a s e  in  TM 's p e r c e p t i o n s  o f

" a g g r e s s iv e n e s s  o f  m a rk e t in g  s t r a t e g y "  was acco m p an ied  by an in c r e a s e  

p r o f i t  m a rg in .

1 0 . T h e re  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  " a g g r e s s iv e n e s s  

o f  m a rk e t in g  s t r a t e g y "  and  e x p e n d i tu r e s  to  n e t  in co m e , t h e  r = - 0 .5 5 7 4 ,  and 

P > 0 .0 1 . T h is  a s s o c i a t i o n  e m p h a s iz e s  t h a t  a d e c r e a s e  in  TM's p e r c e p t io n s
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o f  " a g g r e s s iv e n e s s  o f  m a rk e t in g  s t r a t e g y "  was acco m p an ied  by  an in c r e a s e  

e x p e n d i tu r e s  t o  r e v e n u e .

1 1 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  "m anagers 

p r o f i l e s  " a n d  ROE, t h e  r = 0 .5 5 0 9 ,  an d  P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM’s p e r c e p t io n s  o f  "m an ag e rs  p r o f i l e s "  

was acco m p an ied  by an i n c r e a s e  in  ROE.

1 2 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  "m anagers 

p r o f i l e s  " and e q u i ty  u t i l i z a t i o n ,  t h e  r = 0 .5 5 3 0 ,  a n d  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an in c r e a s e  in  TM's p e r c e p t io n s  o f  "m anagers 

p r o f i l e s "  was acco m p an ied  by an in c r e a s e  in  e q u i t y  u t i l i z a t i o n .

1 3 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  "m anagem ent

c l im a te  p r o f i l e s "  and ROE, th e  r= 0 .5 3 2 6 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  "m anagem ent c l im a te  

p r o f i l e s "  was acco m p an ied  by an in c r e a s e  ROE.

1 4 .  T h e re  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  be tw een  "m anagem ent

c l im a te  p r o f i l e s "  and lo a n s  t o  d e p o s i t s ,  th e  r = - 0 .5 5 8 4 ,  and P > 0 .0 1 . T h is

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an i n c r e a s e  i n  TM 's p e r c e p t i o n s  o f  

"m anagem ent c l im a te  p r o f i l e s "  was accom pan ied  by a d e c r e a s e  l o a n s  t o  

d e p o s i t s .

1 5 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  "m anagem ent

co m p e ten ce  p r o f i l e s "  and ROE, th e  r= 0 .5 1 8 6  and P > 0 .0 1 . T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  "m anagem ent com petence  

p r o f i l e s "  was acco m p an ied  by an in c r e a s e  in  ROE.

1 6 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  "m anagem ent

co m p e ten ce  p r o f i l e s "  and ROA, th e  r= 0 .5 5 8 7  and P > 0 .0 1 .  T h is  a s s o c i a t i o n
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e m p h a s iz e s  t h a t  an in c r e a s e  in  TM's p e r c e p t io n s  o f  "m anagem ent co m p eten ce  

p r o f i l e s "  was acco m p an ied  by an in c r e a s e  in  ROA.

As c o u ld  be se e n  on t a b l e  16 , t h e r e  a r e  64 c o r r e l a t i o n s  o f  w hich  16 

a r e  s i g n i f i c a n t .  Out o f  th e  s i x t e e n ,  10 a r e  s i g n i f i c a n t l y  c o r r e l a t e d  

w ith  t h e  o v e r a l l  f i n a n c i a l  m e a s u re s ,  t h r e e  w ith  th e  s t r a t e g i c  f i n a n c i a l  

m e a s u re s ,  and  th e  re m a in in g  t h r e e  w ith  t h e  o p e r a t i n g  f i n a n c i a l  m e a s u re s .  

B ased on th e  "R a te  o f  S ig n i f ic a n c e "  (ROS) w h e re a s ,  th e  h ig h e r  th e  ROS th e  

more l i n e a r  a s s o c i a t i o n s  fo u n d .  ROS i s  c o m p u te d  a c c o r d i n g  t o  t h e  

f o rm u la :

ROS = S i g n i f i c a n t  c o r r e l a t i o n s  X 100 = %
T o ta l c o r r e l a t i o n s

A c c o r d i n g l y ,  f o r  t h e  c o r r e l a t i o n s  b e tw een  th e  e le m e n ts  and th e  

d e p e n d e n t v a r i a b l e s ,  th e  ROS = (16 /  64) X 100 = 25%.

C o r r e l a t i o n s  o f  
S u b -e le m e n ts  and 
D ependen t V a r ia b le s

T a b l e  17 p r e s e n t s  t h e  c o r r e l a t i o n s ,  and  t h e  t a b l e  c o n t a i n s  

v e r t i c a l l y  t h e  s u b -e le m e n ts  and h o r i z o n t a l l y  th e  d e p e n d e n t v a r i a b l e s .  

The f i n d i n g s  a r e  a s  f o l l o w s :

1. T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  " t e c h n o lo g ic a l  

ch a n g e s"  and ROE, th e  r= 0 .5 2 2 4 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  em p h a s iz e s  

t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  " te c h n o lo g ic a l  ch an g es " was 

accom pan ied  by an in c r e a s e  in  ROE.

2 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b etw een  " s t r a t e g i c  

I s s u e s "  and ROE, th e  r= 0 .6 1 1 8 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  e m p h a s iz e s
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Tible i t .  C orrelation! for tke Sub-Sleieata and Financial Perforaance Hetiurea

Sub-Rleienti

O ierall Financial 
Reaautei

S trategic Financial Reiaurei Operating Financial H enuret!

ROB
N=2S

ROA
H-25

AU
N=24

RU ! 
N;24 !

LO
H=25

PM
N:24

El
N:24

EM
N:25 !

F a a ilia r it j  o f Bventa NS NS NS NS ! NS NS NS ns :
Sapidity of Chanle NS NS NS ns ; N3 NS NS ns :
V ia ib ility  of future NS NS NS ns ; NS NS NS NS !
B u iinen  acope NS NS NS K3 : NS NS NS ns :
Econoaie chanlea NS H3 NS ns : NS NS NS . ns :
Tecbnoloiical Ckanfea 0 .5 2 1 0 NS N3 ns : NS MS 113 ns :
S o c io -p o lit ica l chanfei NS NS NS ns : NS NS 113 ns :
Strategic iaauea O .SltEtl 0.5065* NS NS ! NS NS IIS ns ;
S im if ic in t  itiuea NS NS NS ns : 0.5185: NS NS ns :
Reiponsiyeneii to cuitoaera 0.4664: NS NS ns : NS 0.542)1 NS NS ;
Pocui of Sesearcb NS NS NS ns : NS NS NS NS !
Market developaent 0.5T58* NS NS ns : NS NS NS ns :
Frequency of new lerv ice  introduction NS NS NS NS 1 NS NS NS ns :
Role of reaearck and deaelopient departaent NS NS NS ns : NS NS NS ns :
Snlei a itlre iiiT eneu O.SSOBit 0.616811 NS ns : NS NS NS ns :
SeiponaiTeeeia to coapetition 0.51)91 NS NS ns : NS NS NS ns :
Market skare NS NS NS ns : 0.6807** NS NS N3 :
P ro io tio o /id v ertiiif if 0.55181 0.50421 NS ns : NS 0.5507: •0.5209: ns ;
Role of aarketini departaent 0 .6475tt 0 .6557U NS ns : NS NS FS ns :

t  :  P < 0.01 
H : P (  0 .0 0 1
NS :  Not a i ia i f ic a t  i t  0 .05- 
SON : Return on Equity 
SOI : Return on A ttetf 

AU :  A sieti U tiliza tio n

SU : Equity U tilizatio n  
LD :  Loana to Depoiita 
PH : P ro fit Narfin 
Si : Srpenditurea to Net Incoae 
BM : Equity M ultiplier
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t h a t  an  i n c r e a s e  i n  T M 's p e r c e p t i o n s  o f  " s t r a t e g i c  i s s u e s "  w as 

acco m p an ied  by an i n c r e a s e  in  ROE.

3 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  " s t r a t e g i c  

i s s u e s "  and ROA, t h e  r= 0 .5 0 4 5 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  em p h a s iz e s  

t h a t  a n  i n c r e a s e  in  T M 's p e r c e p t i o n s  o f  " s t r a t e g i c  i s s u e s "  w as 

acco m p an ied  by an in c r e a s e  in  ROA.

4 .  T h e re  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  " s i g n i f i c a n t  

i s s u e s "  an d  l o a n s  t o  d e p o s i t s ,  t h e  r = - 0 .5 1 8 5 ,  and  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an i n c r e a s e  in  TM 's p e r c e p t i o n s  o f  

" s i g n i f i c a n t  i s s u e s "  was acco m p an ied  by an d e c r e a s e  in  l o a n s  t o  d e p o s i t s .

5 . T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b etw een  " r e s p o n s iv e n e s s  

t o  c u s to m e rs "  and ROE, th e  r= 0 .4 6 6 4 ,  and P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  " r e s p o n s iv e n e s s  to  

c u s to m e rs "  was acco m p an ied  by an i n c r e a s e  in  ROE.

6 .  T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  betw een  " r e s p o n s iv e n e s s  

t o  c u s to m e rs "  and  p r o f i t  m a r g i n ,  t h e  r = 0 .5 4 2 3 ,  and  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an  i n c r e a s e  in  TM 's p e r c e p t i o n s  o f  

" r e s p o n s iv e n e s s  t o  c u s to m e r s "  was accom pan ied  by an i n c r e a s e  in  p r o f i t  

m a rg in .

7 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw e e n  " m a r k e t  

d e v e lo p m e n t"  and ROE, t h e  r = 0 .5 7 5 8 ,  and  P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  " m a rk e t d e v e lo p m e n t"  

was acco m p an ied  by an in c r e a s e  in  ROE.

8 .  T h e r e  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw e e n  " s a l e s  

a g g r e s s iv e n e s s "  and ROE, t h e  r= 0 .6 6 0 8 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n
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e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  " s a l e s  a g g re s s iv e n e s s "  

was accom pan ied  by an i n c r e a s e  in  ROE.

9 .  T h e r e  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw e e n  " s a l e s  

a g g r e s s iv e n e s s "  and ROA, th e  r = 0 .6 1 6 8 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  

em p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  " s a l e s  a g g re s s iv e n e s s "  

was accom pan ied  by an i n c r e a s e  in  ROA.

10 . T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " r e s p o n s iv e n e s s  

t o  c o m p e ti t io n "  and ROE, t h e  r = 0 .5 1 3 9 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM 's p e r c e p t io n s  o f  " r e s p o n s iv e n e s s  t o  

c o m p e t i t io n "  was acco m p an ied  by an i n c r e a s e  in  ROE.

1 1 . T here  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  "m ark e t s h a re "  

and lo a n s  to  d e p o s i t s ,  t h e  r = - 0 .6 8 0 7 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  

em p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  "m ark e t s h a r e "  was 

a ccom pan ied  by a d e c r e a s e  in  lo a n s  t o  d e p o s i t s .

1 2 . T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  "p ro m o tio n  /  

a d v e r t i s i n g "  and ROE, t h e  r = 0 .5 5 1 8 ,  and  P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s i z e s  t h a t  an  i n c r e a s e  in  TM 's p e r c e p t i o n s  o f  " p r o m o t io n  /  

a d v e r t i s i n g "  was acco m p an ied  by an in c r e a s e  in  ROE.

1 3 . T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  "p ro m o tio n  /  

a d v e r t i s i n g "  and ROA, t h e  r = 0 .5 0 4 2 ,  an d  P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s i z e s  t h a t  an  i n c r e a s e  in  T M 's p e r c e p t i o n s  o f  " p r o m o t io n  /  

a d v e r t i s i n g "  was acco m p an ied  by an in c r e a s e  in  ROA.

14. T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " p ro m o tio n  /  

a d v e r t i s i n g "  and  p r o f i t  m a r g i n ,  t h e  r = 0 .5 5 0 7 ,  an d  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  " p ro m o tio n  

/  a d v e r t i s i n g "  was acco m p an ied  by an in c r e a s e  in  p r o f i t  m a rg in .
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1 5 . T here  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  betw een  "p ro m o tio n  /  

a d v e r t i s i n g "  arid e x p e n d i tu r e s  t o  n e t  in co m e, th e  r = - 0 .5 2 0 9 ,  and P > 0 .0 1 . 

T h i s  a s s o c i a t i o n  em p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  

" p ro m o tio n  /  a d v e r t i s i n g "  was accom pan ied  by an d e c r e a s e  in  e x p e n d i tu r e s  

to  r e v e n u e .

1 6 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  betw een  " r o l e  o f  

m a r k e t i n g  d e p a r tm e n t "  and  ROE, t h e  r = 0 .6 4 7 5 ,  an d  P > 0 .0 0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an in c r e a s e  .in TM's p e r c e p t io n s  o f  " r o l e  o f  

m a rk e t in g  d e p a r tm e n t"  was accom pan ied  by an i n c r e a s e  in  ROE.

1 7 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  betw een  " r o l e  o f  

m a r k e t i n g  d e p a r tm e n t "  and  ROA, t h e  r = 0 .6 5 5 7 ,  an d  P > 0 .0 0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an in c r e a s e  in  TM's p e r c e p t io n s  o f  " r o l e  o f  

m a rk e t in g  d e p a r tm e n t"  was accom pan ied  by an i n c r e a s e  in  ROA.

1 8 .  T h e r e  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw e e n  " r i s k  

p r o p e n s i ty "  and  ROE, t h e  r = 0 .5 1 4 8 ,  an d  P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an in c r e a s e  in  TM's p e r c e p t io n s  o f  " r i s k  p r o p e n s i ty "  was 

acco m p an ied  by an in c r e a s e  in  ROE.

1 9 . T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  betw een  "model o f  

s u c c e s s "  and ROE, th e  r= 0 .6 1 4 1 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  em p h a s iz e s  

t h a t  an  i n c r e a s e  i n  TM 's p e r c e p t i o n s  o f  "m odel o f  s u c c e s s "  was 

acco m p an ied  by an i n c r e a s e  in  ROE.

2 0 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  betw een  "model o f  

s u c c e s s "  and  e q u i t y  u t i l i z a t i o n ,  t h e  r = 0 .5 5 6 6 ,  an d  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  em p h a s iz e s  t h a t  an in c r e a s e  in  TM's p e r c e p t io n s  o f  "model o f  

s u c c e s s "  was accom pan ied  by an in c r e a s e  1n e q u i ty  u t i l i z a t i o n .
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2 1 .  T h e r e  1 s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  "model o f  

s u c c e s s "  an d  e q u i t y  m u l t i p l i e r ,  t h e  r = 0 .5 3 0 0 ,  a n d  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  "model o f  

s u c c e s s "  was acco m p an ied  by an i n c r e a s e  in  e q u i ty  m u l t i p l i e r .

2 2 . T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " a t t i t u d e  to w a rd  

c h an g e"  and ROE, t h e  r = 0 .5 7 9 0 ,  and P > 0 .0 1 .  T h is  a s s o c i a t i o n  e m p h a s iz e s  

t h a t  an i n c r e a s e  in  TM's p e r c e p t i o n s  o f  " a t t i t u d e  to w ard  ch an g e"  was 

acco m p an ied  by an  i n c r e a s e  in  ROE.

2 3 . T h e re  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  "ch an g e  t r i g g e r "  

and lo a n s  t o  d e p o s i t s ,  t h e  r = - 0 .5 9 0 9 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM 's p e r c e p t io n s  o f  "ch an g e  t r i g g e r "  was 

accom pan ied  by a d e c r e a s e  in  lo a n s  t o  d e p o s i t s .

2 4 . T h ere  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " i n i t i a t i v e "  and 

e q u i t y  u t i l i z a t i o n ,  t h e  r = 0 .4 7 9 4 ,  and  P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s i z e s  t h a t  an  in c r e a s e  in  TM 's p e r c e p t io n s  o f  " i n i t i a t i v e "  was 

acco m p an ied  by an  i n c r e a s e  in  e q u i t y  u t i l i z a t i o n .

2 5 . T h ere  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  be tw een  " p ro b lem  s o lv in g  

p r o c e s s "  and l o a n s  t o  d e p o s i t s ,  t h e  r = - 0 . 5 1 2 1 ,  a n d  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  " p ro b lem  

s o lv in g  p r o c e s s "  was a c co m p an ied  by a d e c r e a s e  in  lo a n s  t o  d e p o s i t s .

2 6 . T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  " in f o r m a t io n  

s y s te m "  an d  a s s e t s  u t i l i z a t i o n ,  t h e  r = 0 .5 0 1 6 ,  and  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an  i n c r e a s e  in  TM 's p e r c e p t i o n s  o f  

" I n f o r m a t io n  sy s te m "  was acco m p an ied  by an in c r e a s e  in  ROE.

As c o u ld  be s e e n  on T ab le  17 , t h e r e  a r e  232 c o r r e l a t i o n s  o f  w hich  26 

a r e  s i g n i f i c a n t .  Out o f  t h e  t w e n t y - s i x ,  15 a r e  s i g n i f i c a n t l y  c o r r e l a t e d  
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w ith  th e  o v e r a l l  f i n a n c i a l  m e a s u re s ,  sev en  w ith  t h e  s t r a t e g i c  f i n a n c i a l  

m e a s u re s ,  and  th e  r e m a in in g  f o u r  w ith  t h e  o p e r a t i n g  f i n a n c i a l  m e a s u re s .  

B ased on th e  " R a te  o f  S ig n i f i c a n c e "  (ROS) w h e re a s ,  th e  h ig h e r  t h e  ROS th e  

m ore l i n e a r  a s s o c i a t i o n s  f o u n d .  ROS i s  c o m p u te d  a c c o r d i n g  t o  t h e

fo rm u la :

ROS = S i g n i f i c a n t  c o r r e l a t i o n s  X 100 = %
T o ta l c o r r e l a t i o n s

A c c o rd in g ly ,  f o r  t h e  c o r r e l a t i o n s  b e tw een  th e  s u b -e le m e n ts  and th e  

d e p e n d e n t v a r i a b l e s ,  th e  ROS = (26  /  232) X 100 = 11.2% .

C o r r e l a t i o n s  o f  
S t r a t e g i c  Gaps and 
D ependen t V a r ia b le s

T a b l e  18 p r e s e n t s  t h e  c o r r e l a t i o n s ,  an d  t h e  t a b l e  c o n t a i n s  

v e r t i c a l l y  t h e  s t r a t e g i c  g ap s and h o r i z o n t a l l y  t h e  d e p e n d e n t v a r i a b l e s .  

The f i n d in g s  a r e  a s  f o l l o w s :

1. T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " s t r a t e g y  l e s s  

c a p a b i l i t y  gap"  and p r o f i t  m a rg in ,  th e  r= 0 .6 8 4 0 ,  and P > 0 .0 0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  in  " s t r a t e g y  l e s s  c a p a b i l i t y  gap" 

was acco m p an ied  by an i n c r e a s e  in  p r o f i t  m a rg in .

2 . T h e i r  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  be tw een  " s t r a t e g y  l e s s  

c a p a b i l i t y  gap "  and e x p e n d i tu r e s  to  n e t  in c o m e ,  t h e  r = - 0 . 5 5 0 6 ,  and 

P > 0 .0 0 1 .  T h is  a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  i n  T M 's 

p e r c e p t io n s  o f  "" was acco m p an ied  by an in c r e a s e  in  ROE.

3 . T h e re  1s a n e g a t iv e  l i n e a r  a s s o c i a t i o n  be tw een  " e n v iro n m e n t l e s s  

s t r a t e g y  g ap "  and ROE, th e  r = - 0 .7 1 0 0 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n
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e m p h a s iz e s  t h a t  an i n c r e a s e  in  " o b s e r v e r 's  e n v iro n m e n t l e s s  s t r a t e g y  gap"

was acco m p an ied  by  an  d e c r e a s e  in  ROE.

4 .  T h e r e  i s  a n e g a t i v e  l i n e a r  a s s o c i a t i o n  be tw een  " o b s e r v e r 's

e n v iro n m e n t l e s s  s t r a t e g y  gap "  and ROA, th e  r = - 0 .6 6 1 6 ,  and P > 0 .0 0 1 . T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  in  " e n v iro n m e n t l e s s  s t r a t e g y

gap" was acco m p an ied  by an d e c r e a s e  in  ROA.

5 .  T h e re  i s  a  p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  " o b s e r v e r 's

e n v iro n m e n t l e s s  s t r a t e g y "  and lo a n s  to  d e p o s i t s  , th e  r= 0 .4 6 5 4 ,  and

P > 0 .0 1 . T h is  a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  in  " e n v iro n m e n t 

l e s s  s t r a t e g y  gap" was acco m p an ied  by an in c r e a s e  in  lo a n s  t o  d e p o s i t s .

6 .  T h ere  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  " e n v iro n m e n t l e s s  

s t r a t e g y  g ap "  and p r o f i t  m a rg in  , t h e  r = - 0 .5 6 9 4 ,  an d  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an  i n c r e a s e  i n  T M 's p e r c e p t i o n s  o f  

" e n v iro n m e n t l e s s  s t r a t e g y  gap" was accom pan ied  by an d e c r e a s e  in  p r o f i t  

m a rg in .

7 . T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " e n v iro n m e n t l e s s  

s t r a t e g y  gap "  and e x p e n d i tu r e s  t o  r e v e n u e ,  t h e  r= 0 .5 6 9 4 ,  and P > 0 .0 1 .  

T h is  a s s o c i a t i o n  e m p h a s i z e s  t h a t  an  i n c r e a s e  in  " e n v iro n m e n t l e s s  

s t r a t e g y  gap" was acco m p an ied  by an in c r e a s e  in  e x p e n d i tu r e s  t o  re v e n u e .

8 .  T h e re  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  " e n v iro n m e n t l e s s  

c a p a b i l i t y  gap"  and ROE, t h e  r = - 0 .5 8 0 0 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n

e m p h a s iz e s  t h a t  an in c r e a s e  in  "e n v iro n m e n t l e s s  c a p a b i l i t y  gap" was

acco m p an ied  by  an d e c r e a s e  in  ROE.

9 .  T h e re  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  be tw een  " e n v iro n m e n t l e s s  

c a p a b i l i t y  gap"  and ROA, th e  r= - 0 .4 7 0 0 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n
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e m p h a s iz e s  t h a t  an i n c r e a s e  in  " e n v iro n m e n t l e s s  c a p a b i l i t y  gap "  was 

accom pan ied  by an d e c r e a s e  in  ROA.

10 . T h ere  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  " e n v iro n m e n t 

l e s s  c a p a b i l i t y  gap"  and lo a n s  t o  d e p o s i t s ,  th e  r= 0 .5 8 4 1 ,  and P > 0 .0 1 . 

T h is  a s s o c i a t i o n  e m p h a s i z e s  t h a t  an i n c r e a s e  in  " e n v iro n m e n t l e s s  

c a p a b i l i t y  gap"  was accom pan ied  by an in c r e a s e  in  lo a n s  to  d e p o s i t s .

11 . T here  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  " t o t a l  gap"  and

ROE, th e  r = - 0 .7 1 9 1 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  em p h a s iz e s  t h a t  an

in c r e a s e  in  " t o t a l  gap"  was accom pan ied  by an d e c r e a s e  in  ROE.

12 . T h ere  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  " t o t a l  gap"  and

ROA, th e  r = -0 .6 3 6 5 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  em p h a s iz e s  t h a t  an

in c r e a s e  in  " t o t a l  gap"  was accom pan ied  by an  d e c r e a s e  in  ROA.

13. T h ere  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " t o t a l  gap"  and

l o a n s  t o  d e p o s i t s  , t h e  r = 0 .5 6 8 8 ,  and  P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an in c r e a s e  in  " t o t a l  gap" was accom pan ied  by an in c r e a s e  

in  lo a n s  to  d e p o s i t s .

14. T here  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  be tw een  "g ra n d  gap" and 

ROE, th e  r = - 0 .7 1 5 9 ,  and P > 0 .0 0 1 . T h is  a s s o c i a t i o n  e m p h a s iz e s  t h a t  an

in c r e a s e  in  " g ra n d  gap" was accom pan ied  by an d e c r e a s e  in  ROE.

15. T here  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  be tw een  " g ra n d  gap" and

ROA, th e  r= - 0 .5 5 6 0 ,  and P > 0 .0 1 . T h is  a s s o c i a t i o n  em p h a s iz e s  t h a t  an

in c r e a s e  in  " g ra n d  gap" was accom pan ied  by an d e c r e a s e  in  ROA.

16. T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  be tw een  "g ra n d  gap" and

l o a n s  t o  d e p o s i t s  , t h e  r = 0 .4 8 6 4 ,  and  P > 0 .0 1 .  T h is  a s s o c i a t i o n  

e m p h a s iz e s  t h a t  an in c r e a s e  in  "g ran d  gap" was accom pan ied  by an I n c r e a s e  

in  lo a n s  t o  d e p o s i t s .

125

R eprodu ced  with p erm ission  of the copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

As c o u ld  be s e e n  on t a b l e  18 , t h e r e  a r e  40 c o r r e l a t i o n s  o f  w hich  16 

a r e  s i g n i f i c a n t .  Out o f  t h e  s i x t e e n ,  8 a r e  s i g n i f i c a n t l y  c o r r e l a t e d  w ith  

t h e  o v e r a l l  f i n a n c i a l  m e a s u r e s ,  f o u r  w i th  t h e  s t r a t e g i c  f i n a n c i a l  

m e a s u r e s ,  and  th e  r e m a in in g  f o u r  w ith  t h e  o p e r a t i n g  f i n a n c i a l  m e a s u re s .

B ased  on th e  "R a te  o f  S ig n i f i c a n c e "  (ROS) w h e re a s ,  th e  h ig h e r  th e  

ROS th e  m ore l i n e a r  a s s o c i a t i o n s  fo u n d .  ROS i s  com puted  a c c o rd in g  t o  th e  

f o rm u la :

ROS = S i g n i f i c a n t  c o r r e l a t i o n s  X 100 = %
T o ta l c o r r e l a t i o n s

A c c o r d in g ly ,  f o r  t h e  c o r r e l a t i o n s  b e tw een  th e  i n t e r v e n i n g  v a r i a b l e s  

and  th e  d e p e n d e n t  v a r i a b l e s ,  t h e  ROS = (16  /  40 ) X 100 = 40%.

C o r r e l a t i o n s  o f  S iz e  
S t r a t e g i c  B u s in e s s  A r e a / s .  
and b e p e n d e n t V a r ia b le s

T a b l e  19 p r e s e n t s  t h e  c o r r e l a t i o n s ,  and  t h e  t a b l e  c o n t a i n s  

v e r t i c a l l y  t h e  s i z e  an d  s t r a t e g i c  b u s i n e s s  a r e a s .  The d e p e n d e n t  

v a r i a b l e s  a r e  r e p r e s e n te d  h o r i z o n t a l l y .  The f i n d i n g s  a r e  a s  f o l l o w s :

1 .  T h e r e  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " s t r a t e g i c  

b u s in e s s  a r e a s "  and e q u i t y  m u l t i p l i e r ,  th e  r = 0 .6 9 0 3 ,  and P > 0 .0 0 1 . T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  " s t r a t e g i c  

b u s in e s s  a r e a s "  was acco m p an ied  by an in c r e a s e  in  e q u i ty  m u l t i p l i e r ,

2 .  T h e re  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b e tw een  " a s s e t s  based  

b a n k in g  " and  e q u i t y  m u l t i p l i e r ,  t h e  r = 0 .5 3 3 5 ,  and  P > 0 .0 1 .  T h is  

a s s o c i a t i o n  e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM's p e r c e p t io n s  o f  " a s s e t s  

b a se d  b a n k in g  " was acco m p an ied  by an in c r e a s e  in  e q u i t y  m u l t i p l i e r .
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3 .  T here  i s  a p o s i t i v e  l i n e a r  a s s o c i a t i o n  b etw een  " i n t e r n a t i o n a l  

g ro u p  b a n k in g "  and e q u i t y  m u l t i p l i e r ,  t h e  r = 0 .6 4 9 1 ,  and P > 0 .0 0 1 . T h is  

a s s o c i a t i o n  e m p h a s i z e s  t h a t  an  i n c r e a s e  in  TM 's p e r c e p t i o n s  o f  

" i n t e r n a t i o n a l  g ro u p  b a n k in g "  w as acco m p an ied  by an i n c r e a s e  in  e q u i ty  

m u l t i p l i e r .

4 .  T here  i s  a n e g a t iv e  l i n e a r  a s s o c i a t i o n  b e tw een  " r e t a i l  b a n k in g "  

a n d  p r o f i t  m a r g i n ,  t h e  r = - 0 . 4 8 4 5 ,  an d  P > 0 .0 1 .  T h is  a s s o c i a t i o n

e m p h a s iz e s  t h a t  an i n c r e a s e  in  TM 's p e r c e p t io n s  o f  " r e t a i l  b a n k in g "  was 

acco m p an ied  by a d e c r e a s e  in  p r o f i t  m a rg in .

As co u ld  be se e n  on t a b l e  1 9 , t h e r e  a r e  56 c o r r e l a t i o n s  o f  w h ich  4

a r e  s i g n i f i c a n t .  The fo u r  s i g n i f i c a n t  c o r r e l a t i o n s  o c c u r r e d  w ith  th e

o p e r a t in g  f i n a n c i a l  m e a s u re s .  B ased on th e  " R a te  o f  S ig n i f ic a n c e "  (ROS) 

w h e re a s ,  th e  h ig h e r  t h e  ROS th e  m ore l i n e a r  a s s o c i a t i o n s  fo u n d . ROS i s  

com puted  a c c o rd in g  t o  th e  fo rm u la :

ROS = S i g n i f i c a n t  c o r r e l a t i o n s  X 100 = %
T o ta l c o r r e l a t i o n s

A c c o rd in g ly ,  f o r  th e  c o r r e l a t i o n s  be tw een  th e  m o d e ra tin g  v a r i a b l e s  

and th e  d e p e n d e n t v a r i a b l e s ,  th e  ROS = (4  /  56) X 100 = 7.14% .

Q u e s tio n  Seven

7 .  W hat a r e  t h e  r e l a t i o n s h i p s  b e tw een  l e v e l s  o f  e n v iro n m e n ta l 

t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  o p e n n e ss  o f  c a p a b i l i t y ,  and th e  

f i n a n c i a l  p e rfo rm a n c e  m e a su re s  o f  th e  b an k s?

The s e v e n t h  r e s e a r c h  q u e s t i o n  r e q u i r e d  th e  e x a m in a tio n  betw een  

l e v e l s  o f  e n v iro n m e n ta l  t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  o p en n ess  

o f  c a p a b i l i t y  and f i n a n c i a l  p e r fo rm a n c e  m e a s u re s .
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Oneway a n a l y s i s  o f  v a r ia n c e  was u sed  f o r  a n a l y s i s .  Two h y p o th e s e s

w ere  fo rm u la te d  a s  f o l lo w s :

H y p o th e s i s  1 : Optimum o v e r a l l  f i n a n c i a l  perfo rm an ce  
w i 11 o c c u r  when l e v e l  o f  e n v iro n m e n ta l t u r b u le n c e ,  
a g g r e s s iv e n e s s  o f  s t r a t e g y ,  and o p e n n e ss  o f  c a p a b i l i t y  
m atch  e ach  o t h e r .

H y p o th e s is  2 : Banks w h ich  a r e  n o t s t r a t e g i c a l l y  myopic 
w i l l  p re fo rm  b e t t e r  th a n  b anks w h ich  a r e  s t r a t e g i c a l l y  
m y o p ic .

L e v e ls  o f  E n v iro n m en ta l 

T u rb u le n c e

As can  be seen  T ab le  20 , t h e r e  was a s i g n i f i c a n t  d i f f e r e n c e  among

t h e  t h r e e  bank g ro u p s  ( F ( 2 ,2 2 ) = 3 .8 2 ,  p < 0 .0 3 7 ) .  The m eans o f  th e  bank

g ro u p in g s  s i g n i f i c a n t l y  d i f f e r  in  te rm s  o f  t h e i r  l e v e l  o f  e n v iro n m e n ta l 

t u r b u le n c e  s c o r e .

T a b le  20 p r e s e n t s  F i s h e r 's  L e a s t  S i g n i f i c a n t  D i f f e r e n c e  a p o s t e r i o r i  

t e s t .  As r e f l e c t e d  in  t h e  t a b l e ,  G roup  1 (rr .a a n = 4 .0 5 )  a v e r a g e d  

s i g n i f i c a n t l y  h ig h e r  th a n  th e  o t h e r  two g ro u p s .  Group 2 (m ean= 3 .48 ) and 

G roup 3 (m ean= 3 .31 ) w ere s t a t i s t i c a l l y  s i m i l a r .

A g g re s s iv e n e s s  o f  S t r a t e g y

As can  be seen  T a b le  2 1 , t h e r e  was a s i g n i f i c a n t  d i f f e r e n c e  among 

t h e  t h r e e  bank  g ro u p s  ( F (2 ,2 2 ) = 2 8 .10 , p < 0 .0 0 1 ) .  The means o f  th e  bank

g r o u p i n g s  s i g n i f i c a n t l y  d i f f e r  in  te rm s  o f  t h e i r  a g g r e s s iv e n e s s  o f

s t r a t e g y  s c o r e .

T ab le  21 p r e s e n t s  F i s h e r 's  L e a s t  S i g n i f i c a n t  D i f f e r e n c e  a p o s t e r i o r i  

t e s t .  As r e f l e c t e d  in  th e  t a b l e ,  Group 1 (mean = 4 .2 6 )  av e ra g e d
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Table 20. Qnexay Analysis of V a riance for Top Managem e n t ' s  Perception
of the Levels of Environeental T u r bulence as a Funct i o n  of Bank (roupings

Variable Levels of Environeental Turbulence 
8y Group

Analysis of Variance

Sue of Mean F F
Source D.F. Squares Squares Ratio Prob.

Between Groups 2 1.314 0.657 3.8268 0.0357
Within Groups 22 3.7771 0.1717
Total 24 5.0911

Standard Standard
Group Count Mean Deviation Error Hiniaue Haxiiue

Group 1 3 4.05 0.374 0.2159 3.62 4.3
Group 2 10 3.48 0.4028 0.1274 2.97 4.25
Group 3 12 3.3108 0.4304 0.1242 2.61 4.11

Total 25 3.4672 0.4606 0.0921 2.61 4.3

Tests for Koeogeneity of Variance

Cochrans C : flax. Vanance/Sui(variances) = 0.3800, P : 1.000 (Approx.) 
Bartlett - Box F : 0.038, P : 0.962
Haxiaui Variance / Hiniaue Variance 1.324

Multiple Range Test (Least Significant Difference Procedure)
. . . . . . . . . . . .  Ranges for the 0.050 level -

2.93 2.93

The ranges above are table ranges.
The value actually coapared with Mean (J) - Mean (I) is..

0.2930 < Range * Sqrt(l/N(I) ♦ 1/N(J))

(*) Denotes pairs of groups significantly different at the 0.050 level

Mean Group 3 2 1

3.3108 3
3.48 2
4.05 1 * *
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Table 21. O neeay A n alysis of V a riance for T op Management's Perception
of the Aggressiveness of Stra t e g y  as  a F u n c t i o n  of Bank Groupings

Variable Aggressiveness of Strategy 
By Group

Analysis of Variance

Sue of Kean F F
Source D.F. Squares Squares Ratio Prob,

Betxeen Groups 2 7.6027 3.8014 28.1046 0.0000
Hithin Groups 22 2.9757 0.1353
Total 24 10.5784

Standard Standard
Group Count Mean Deviation Error Hiniaue Haxieue

Group 1 3 4.2667 0.2082 0.1202 4.1 4.5
Group 2 10 3.68 0.4131 0.1306 3.2 4.5
Group 3 12 3.0167 0.3040 0.0878 2.5 3.5

Total 25 3.4320 0.555B 0.1112 2.5 4.5

Tests for Homogeneity of Variance

Cochrans C : Max. Variance/Sue(variances) = 0.6421, P = 0.060 (Approx.) 
Bartlett - Box F = 1.773, P : 0.171
flaxieua Variance / Hiniaue Variance 3.920

Multiple Range Test (Least Significant Difference Procedure)
. . . . . . . . . . . .  Ranges for the 0.050 level -

2.93 2.93

The ranges above are table ranges.
The value actually coapared with Mean (3) ■ Mean (1) is..

0.2449 * Range * Sqrt(l/H(1) ♦ 1/H(J))

(*) Denotes pairs of groups significantly different at the 0.050 level

Kean Group 3 2

2.5000 3
2.9900 2 *
4.2667 1 * *

131

R eprodu ced  with perm ission  of th e copyright ow ner. Further reproduction prohibited without perm ission .



www.manaraa.com

s i g n i f i c a n t l y  h ig h e r  th a n  th e  o t h e r  tw o g r o u p s .  G roup 2 (m ean = 2 .9 9 ) 

a v e ra g e d  s i g n i f i c a n t l y  h ig h e r  t h a n  G roup 3 .  Group 3 (m ean = 2 .5 ) was th e  

lo w e s t  g ro u p .

O penness o f  C a p a b i l i t y

As can  be se e n  T a b le  22 , t h e r e  was a s i g n i f i c a n t  d i f f e r e n c e  among 

th e  t h r e e  bank g ro u p s  ( F ( 2 ,2 2 ) = 1 9 .9 0 ,  p < 0 .0 0 1 ) .  The m eans o f  t h e  bank 

g ro u p in g s  s i g n i f i c a n t l y  d i f f e r  in  te rm s  o f  t h e i r  s c o r e .

T a b le  22 p r e s e n t s  F i s h e r 's  L e a s t  S i g n i f i c a n t  D i f f e r e n c e  a p o s t e r i o r i  

t e s t .  As r e f l e c t e d  in  t h e  t a b l e ,  G ro u p  1 ( m e a n = 4 .2 6 )  a v e r a g e d  

s i g n i f i c a n t l y  h ig h e r  th a n  th e  o t h e r  two g ro u p s .  Group 2 (m ean = 3 .6 8 ) was 

s i g n i f i c a n t l y  h ig h e r  th a n  Group 3 .  Group 3 (m ean= 3 .01 ) was t h e  lo w e s t 

g ro u p .

R e tu rn  on E q u ity

As can  be se e n  T a b le  2 3 , t h e r e  was a s i g n i f i c a n t  d i f f e r e n c e  among 

th e  t h r e e  bank g ro u p s  ( F ( 2 ,2 2 ) = 2 3 .6 6 ,  p < 0 .0 0 i ) .  The m eans o f  t h e  bank 

g ro u p in g s  s i g n i f i c a n t l y  d i f f e r  in  te rm s  o f  t h e i r  ROE s c o r e .

T a b le  23 p r e s e n t s  F i s h e r 's  L e a s t  S i g n i f i c a n t  D i f f e r e n c e  a p o s t e r i o r i  

t e s t .  As r e f l e c t e d  in  t h e  t a b l e ,  G roup  1 ( m e a n = 2 6 .8 0 )  a v e r a g e d  

s i g n i f i c a n t l y  h ig h e r  th a n  th e  o t h e r  two g ro u p s .  Group 2 (m ean = 9 .5 5 ) and 

Group 3 (m ean = 6 .8 2 ) w ere  s t a t i s t i c a l l y  th e  sam e.
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Table 22. Oneeay Analysis of Variance for Top dana g e e e n t ’s Perception
of the Openness of Capability as a Fun c t i o n  of Bank (roupings

Variable Openness of Capability 
By Croup

Analysis of Variance

Sue of dean F F
Source D.F. Squares Squares Ratio Prob.

Betueen Groups 2 4.7751 2.3875 19.9011 0.0000
Mithin Groups 22 2.6193 0.1200
Total 24 7.4144

Standard Standard
Group Count dean Deviation Error dinieua daxiiua

Group 1 3 4.05 0.374 0.2159 3.62 4.3
Group 2 10 3.48 0.4028 0.1274 2.97 4.25
Group 3 12 3.3108 0.4304 0.1242 2.61 4.11

Total 25 3.4672 0.4606 0.0921 2.61 4.3

Tests for Hoeogeneity of Variance

Cochrans C : (lax. Variance/Sua(variances) : 0.5S70, P : 0.202 (Approx.) 
Bartlett - Box F : 0.781, P : 0.459
daxieue Variance / dinieua Variance 3.938

dultiple Range Test (Least Significant Difference Procedure)
. . . . . . . . . . . .  Ranges for the 0.050 level -

2.93 2.93

The ranges above are table ranges.
The value actually coapared with dean (J) - dean (I) is..

0.2930 * Range * Sqrt(l/H(I) 4 l/H(J))

(*) Denotes pairs of groups significantly different at the 0.050 level

dean Group 3 2 1

3.0167 3
3.68 2 »
4.2667 I * *
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T able 23. O n e e a y  A nalysis of Variance for Return on  Equity as a Function
of Bank Grou p i n g s

Variable Return on Equity 
By Group

Analysis of Variance

Sue of Hean F F
Source D.F. Squares Squares Ratio Prob.

Betxeen Groups 2 967.65 483.B2 23.6663 0.0000
Within Groups 22 449.76 20.44
Total 24 1417.41

Standard Standard
Group Count Hean Deviation Error Hiniaue Haxieue

Group I 3 26.81 4.36 2.52 22.77 31.43
Group 2 10 9.56 4.99 1.58 3.80 17.24
Group 3 12 6.83 4.13 1.19 -2.27 12.16

Total 25 10.32 7.69 1.54 -2.27 31.43

Tests for Koiogeneity of Variance

Cochrans C : nax. Variance/Sue(vanances) = 0.4078, P = 0.865 (Approx.)
Bartlett - Box F : 0.159. P : 0.851
Haxieue Variance / Hiniaue Variance 1.454

Multiple Range Test (least Significant Difference Procedure)
  Ranges for the 0.050 level *

2.93 2.93

The ranges above are table ranges.
The value actually coapared uith Nean (J) - Hean (I) is..

0.2930 * Range * Sqrt(l/N(I) ♦ 1/N(J))

(*) Denotes pairs of groups significantly different at the 0.050 level

Hean Group 3 2 1

6.63 3
9.56 2

26.81 1 * *
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R etu rn  on A s s e ts

As can  be se e n  T a b le  2 4 , t h e r e  was a s i g n i f i c a n t  d i f f e r e n c e  among

th e  t h r e e  bank g ro u p s  ( F ( 2 ,2 2 ) = 9 .1 6 ,  p < 0 .0 0 1 ) .  The m eans o f  t h e  bank

g ro u p in g s  s i g n i f i c a n t l y  d i f f e r  in  te rm s  o f  t h e i r  ROA s c o r e .

T ab le  24 p r e s e n t s  F i s h e r 's  L e a s t S i g n i f i c a n t  D i f f e r e n c e  a p o s t e r i o r i  

t e s t .  As r e f l e c t e d  in  t h e  t a b l e ,  G ro u p  1 ( m e a n = 2 .7 9 )  a v e r a g e d  

s i g n i f i c a n t l y  h ig h e r  th a n  th e  o th e r  two g ro u p s .  Group 2 (m ean = 1 .0 0 ) and 

Group 3 (m ean= 0 .76 ) w ere s t a t i s t i c a l l y  t h e  sam e.

Oneway a n a l y s i s  o f  v a r ia n c e  f o r  t h e  re m a in in g  f i n a n c i a l  m e a su re s  

p roved  to  be n o n - s i g n i f i c a n t  a s  shown in  T a b le s  2 5 ,  2 6 , 2 7 ,  2 8 ,  2 9 , and

30 ( r e f e r  t o  A ppendix  F ) .

V a l id i t y  o f  H y p o th ese s

Based on th e  above  oneway a n a ly s i s  o f  v a r i a n c e ,  i t  i s  e v id e n t  t h a t  

Group 1 h as  t h e  s m a l l e s t  g a p ,  Group 2 h as  a medium g a p , and Group 3 has  

th e  l a r g e s t  g a p . T h is  a l lo w s  two f i n d in g s  f o r  ROE.

F i r s t ,  Group 1 h as  t h e  s m a l l e s t  gap and o u tp e r fo rm e d  th e  o t h e r  two 

g ro u p s ,  t h e r e f o r e  t h e  f i r s t  h y p o th e s is  i s  v a l i d .  S e c o n d , G ro u p  l ' s  

p e r c e p t io n  o f  t h e  e n v iro n m e n t i s  c l o s e r  th a n  th e  o th e r  two g r o u p s ,  w hich 

m eans t h a t  Group 2 and Group 3 a r e  s t r a t e g i c a l l y  m y o p ic , t h e r e f o r e ,  th e  

second h y p o th e s i s  i s  v a l i d .  The same r e s u l t  was m a n i f e s te d  in  te rm s  o f  

ROA a s  w e l l .

The f i n d in g s  i n d i c a t e  t h a t  th e  re m a in in g  s i x  f i n a n c i a l  m e a su re s  w ere

n o t s i g n i f i c a n t l y  d i f f e r e n t .  The p ro b a b le  c a u s e s  a r e :

1 . T hese m e a su re s  a r e  lo w e r m easu re s  a s  com pared to  ROE f i r s t l y ,

and ROA s e c o n d ly .  F o r e x a m p le , ROE = ROA x EM, and ROA = PM x AU.
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Table 24. Oneway Analysis of Variance for Beturn on Assets aa a Function
of Bank Groupings

Beturn on Assetr

Analysis o f Variance

Variable 
By Group

Between Croups 
Vitkin Croups 
Total

Group 1 
Group 2 
Group 3
Total •
T ests for Hoaogeneity o f Variance

Cochrans C :  Max. Variance/Sua(variances) : 0.5157, P : 0.159 (Approx.)
B a rtle tt  -  Box F = 0.551, P s 0.5J7
Maxiaua Variance /  Miniaus Variance 2.939

Sua of Mean F F
D.F. .Squares Squares Batio Prob.

2 10.06 5.03 9.1639 0.0013
22 12.08 0.54
24 22.15

Standard Standard
Count Mean Deviation Error Miniaus Mixisus

3 2.19 1.13 0.65 1.12 3.98
10 1.01 0.66 0.20 0.31 2.13
12 0.16 0.11 0.20 -0.49 2.11

25 1.11 0.96 0.19 •0.49 3.98

Multiple Bange Test (Least S ign ificant Difference Procedure) 
Bnnges for the 0.050 lev el ■

The ranges above are table ranges.
The value actually  coapared with Mean (J) -  Mean (I) i s . .

0.5241 > Bange < 3qrt( 1/H(I) 4 l/ii(3 ))

(I) Denotes pairs of groups s ig n ific a n tly  d ifferen t at the 0.050 lev el

0.16
1 .0 1
2.19

Group 3 2 1
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2 .  The d e g r e e  o f  d i s p e r s i o n  o f  t h e  r e m a i n i n g  s i x  f i n a n c i a l  

m e a s u re s ,  a s  a f u n c t io n  o f  t h e  g ro u p in g s ,  i s  r e l a t i v e l y  h ig h .

3 .  A n s o f f 's  model o f  s t r a t e g i c  p o s tu r e  a n a l y s i s  i s  su p p le m e n te d  by 

m e a su re s  o f  f i n a n c i a l  p e r fo rm a n c e ,  w hich w ere n o t  o b t a i n a b l e  d u e  to  th e  

s t r u c t u r e  o f  t h e  b a la n c e  s h e e t s  and th e  incom e s t a t e m e n t s .  R e tu rn  on 

e q u i t y  an d  r e t u r n  on a s s e t s  a r e  t h e  c l o s e s t  r a t i o s  t o  A n s o f f 's  

(1 9 8 4 :5 2 -5 6 )  f i n a n c i a l  m e a s u re s .

T h e r e f o r e ,  t h e  r e t u r n  on e q u i ty  and r e t u r n  on a s s e t s  a r e  t h e  b e s t  

m e a su re s  f o r  t h e  s t r a t e g i c  p o s t u r e ,  w h ile  t h e  re m a in in g  s i x  a p p e a r  n o t t o  

b e .

A d d i t io n a l  F in d in g s

M u l t ip le  r e g r e s s i o n  w hich  was u sed  f o r  t h e  a n a l y s i s ,  w hich  a llo w e d  

th e  e x a m in a t io n  o f  th e  e x t e n t  o f  s e p a r a t e  and c u m u la t iv e  i n f lu e n c e  o f  

ea c h  o f  th e  in d e p e n d e n t  v a r i a b l e s  on e v e ry  d e p e n d e n t v a r i a b l e .  L e v e ls  o f  

e n v iro n m e n ta l  t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f  

c a p a b i l i t y  w ere  in c lu d e d  in  t h e  e q u a t io n  a s  p r e d i c t o r  v a r i a b l e s ,  and each  

o f  th e  d e p e n d e n t v a r i a b l e s  w ere c r i t e r i o n  v a r i a b l e s .  Due t o  t h e  u t i l i t y  

o f  e i g h t  d e p e n d e n t v a r i a b l e s  in  t h i s  s t u d y ,  e i g h t  m u l t i p l e  r e g r e s s io n  

e q u a t io n s  w ere e x a m in e d . The m u l t i p l e  r e g r e s s io n  a n a l y s i s  a llo w e d  th e  

s t u d y  t o  a c h i e v e  f o u r  d i f f e r e n t  c o n c lu s io n s  a b o u t  t h e  d a t a  f o r  each  

e q u a t i o n .  The b ro a d  sp e c tru m  o f  t h e  fo u r  c o n c lu s io n s  f o r  each  e q u a t io n  

(SPSS/PC+ 1986) a l lo w s  th e  u n d e r s ta n d in g  o f  t h e  f o l l o w in g :

I .  The a p p r o p r i a t e n e s s  o f  t h e  r e g r e s s io n  m o d e l.

I I .  The s t a t i s t i c a l  l e v e l  o f  s i g n i f i c a n c e  o f  t h e  a t te m p te d  

p r e d i c t i o n .
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I I I .  The s t r e n g t h  o f  a s s o c i a t i o n  b e tw een  ea c h  o f  th e  d e p e n d e n t 

v a r i a b l e s  and  th e  t h r e e  d e p e n d e n t v a r i a b l e s ,  in  o r d e r  t o  d e te rm in e  th e  

im p o r ta n c e  l e v e l  o f  ea c h  p r e d i c t o r  v a r i a b l e  when th e  e f f e c t  o f  o th e r  IV 's  

a r e  e x c lu d e d .

IV. The p r e d i c t i n g  o f  v a lu e s  o f  each  DV from  th e  t h r e e  in d e p e n d e n t 

v a r i a b l e s .

The r e s u l t s  w ere  a s  f o l l o w s :

As se e n  in  T a b le  3 1 , t h e r e  i s  a s i g n i f i c a n t  p r e d i c t i o n  o f  ROE by th e  

I V 's  ( F ( 3 , 2 1 ) = 8 . 6 2 6 , p < 0 . 0 0 0 6 ) .  T a b le  25 p r e s e n t s  t h e  m u l t i p l e  R 

(R = 0 .7 4 2 ) ,  R s q u a re  (R SQUARE=0.552), and th e  a d ju s t e d  R s q u a re  (ADJUSTED 

R SQUARE=0.488), w hich  a r e  a l l  p o s i t i v e  an d  h i g h l y  p r e d i c t i v e  w i th  

ro u g h ly  74% o f  t h e  v a r ia n c e  a c c o u n te d  f o r .

T ab le  31 c o n ta in s  th e  s t a n d a r d i z e d  B eta  w e ig h ts ,  t h e  s ta n d a rd  e r r o r s  

o f  t h e  B e ta  w e ig h t s ,  th e  c o r r e l a t i o n s  and p a r t i a l  c o r r e l a t i o n s  be tw een  

t h e  DV and ea c h  o f  th e  I V 's , t h e  t - t e s t  o f  th e  B eta  w e ig h ts  and t h e i r  

s i g n i f i c a n c e .  T h is  t a b l e  r e f l e c t s  t h a t  th e  l a r g e s t  ROE w e ig h t  w as 

a t t r i b u t e d  t o  a g g r e s s i v e n e s s  o f  s t r a t e g y  (B e ta = 0 .5 4 ) ,  w ith  th e  n e x t  

l a r g e s t  b e in g  a t t r i b u t e d  to  o p e n n e ss  o f  c a p a b i l i t y  (B e ta = 0 .2 3 ) ,  and th e  

l e a s t  w e ig h t  i s  a t t r i b u t e d  t o  l e v e l  o f  e n v i r o n m e n ta l  t u r b u l e n c e  

( B e ta = 0 .1 1 ) .  In a d d i t i o n ,  t h e  t - t e s t  o f  th e  B eta  w e ig h ts  and th e  p a r t i a l  

c o r r e l a t i o n s  i n d i c a t e  t h a t  a g g r e s s iv e n e s s  o f  s t r a t e g y  was th e  s t r o n g e s t  

p r e d i c t o r  o f  th e  DV ( t = 2 .8 4 ,  P < 0 .0 0 9 , p a r t i a l  r = 0 . 5 2 ) ,  w ith  o p en n ess  o f  

c a p a b i l i t y  b e in g  t h e  n e x t  m o s t i m p o r t a n t  ( t = 1 . 1 9 ,  P < 0 .2 4 , p a r t i a l  

r = 0 .2 5 ) ,a n d  th e  l e a s t  im p o r ta n t  i s  l e v e l  o f  e n v iro n m e n ta l t u r b u l e n c e  

( t = 0 .7 7 ,  P < 0 .4 4 7 , p a r t i a l  r = 0 . 1 6 ) .
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Table 31. Multiple Regression for Return on Equity.(y), 
Levels of Environmental Turbulence (xl), Aggressiveness 
of Strategy (x2), and Openness of Capability (x3)

Equation Number 1
Dependent Variable Return on Equity (y)

Variables Entered on Step Number
1. Openness of Capability (x3)
2. Aggressiveness of Strategy (x2)
3. Levels of Environmental Turbulence (Xl)

DF
Sum of 

Squares RSq Chg F Sig F Source
3 8.73766 0.552 8.626 0.0006 xl x2 x3
3

21
24

8.73766
7.09039
15.82806

8.626 0.0006 Regression
Residual
Total

Multiple R 0.74299
R Square 0.55204
Adjusted R Square 0.48804
Standard Error 0.58107

F = 8.626 Signif F = 0.0006
Variables in the Equation

Beta Correl Partial T Sig T
x3 0.23525 
xl 0.11846 
x2 0.54163 
(Constant)

0.61230
0.23433
0.70202

0.25176 
0.16650 
0.52755

1.192
0.774
2.846
0.16

0.2465
0.4477
0.0097
0.9875
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C o n c e rn in g  ROA, a s s e t s  u t i l i z a t i o n ,  e q u i ty  u t i l i z a t i o n ,  lo a n s  to  

d e p o s i t s ,  p r o f i t  m a rg in ,  e q u i t y  m u l t i p l i e r ,  a n d  e x p e n d i t u r e s  t o  n e t  

in c o m e ,  t h e  r e s u l t s  seem ed  t o  be u n r e l i a b l e ,  b e c a u s e  v i o l a t i o n s  o f  

r e g r e s s i o n  a s s u m p tio n s  o c c u r r e d .  The d a t a  was such  t h a t  e v e n  a f t e r  

v a r io u s  d a ta  t r a n s f o r m a t i o n s ,  i t  was non -no rm al and v a r i a n c e s  w ere n o t 

c o n s i s t e n t .

Summary

The l a s t  p a r t  o f  t h i s  c h a p te r  p r o v id e s  a summary o f  t h e  f i n d i n g s  o f  

t h i s  s t u d y . w hich  a r e  a s  f o l l o w s :

1 .  O v e r a l l  optim um  f i n a n c i a l  p e rfo rm a n c e  o c c u r s  when l e v e l s  o f  

e n v iro n m e n ta l  t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  and  o p e n n e s s  o f  

c a p a b i l i t y  m atch  e a c h  o t h e r .

2 .  Banks w h ich  a r e  s t r a t e g i c a l l y  m y o p ic , p e rfo rm  l e s s  w ell th a n  

b an k s  w hich  a r e  n o t  s t r a t e g i c a l l y  m y o p ic .

3 .  P e r c e p t io n  o f  th e  e n v iro n m e n t i s  a v e ry  good t r a i t ,  b u t a lo n e  

w i th o u t  h a v in g  th e  n e c e s s a r y  r e s p o n s e  s t r a t e g y  and th e  c a p a b i l i t y  t o  

s u p p o r t  th e  s t r a t e g y  i s  n o t  f i n a n c i a l l y  h e a l th y  f o r  th e  f i r m .

4 .  A d e c r e a s e  in  any  o f  th e  s t r a t e g i c  gap s i g n i f i c a n t l y  c o n t r i b u t e s  

t o  b e t t e r  f i n a n c i a l  p e r fo rm a n c e .

5 . The m ost s i g n i f i c a n t  s t r a t e g i c  i s s u e  i s  th e  d ro p  in  o i l  p r i c e s .

6 .  S iz e  d id  n o t  c o r r e l a t e  w ith  any  o f  t h e  v a r i a b l e s .

7 . When th e  s t r a t e g y  l e s s  c a p a b i l i t y  gap i s  h ig h ,  th e n  th e  p r o f i t  

m a rg in  i s  low .

8 .  R e tu rn  on e q u i ty  and r e t u r n  on a s s e t s  a r e  v e ry  good d i s c r im in a n t  

m e a su re s  o f  p e r fo rm a n c e .
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9 .  Optimum o v e r a l l  f i n a n c i a l  p e rfo rm a n c e  was accom pan ied  by h ig h  

s t r a t e g i c  and h ig h  o p e r a t i n g  f i n a n c i a l  m e a s u re s .

1 0 . E n v iro n m e n t, s t r a t e g y ,  and c a p a b i l i t y  a r e  v e ry  good p r e d i c t o r s  

o f  r e t u r n  on e q u i t y .

11 . For r e t u r n  on e q u i t y ,  a g g re s s iv e n e s s  o f  s t r a t e g y  was t h e  m ost 

im p o r ta n t  v a r i a b l e ,  f o l lo w e d  by o p e n n e ss  o f  c a p a b i l i t y ,  and l e v e l s  o f  

e n v iro n m e n ta l tu r b u le n c e  was t h e  l e a s t  im p o r ta n t .

1 2 .  A ll  o f  t h e  s i g n i f i c a n t  c o r r e l a t i o n s  w ith  no e x c e p t io n s ,  

e m p h as ized  e i t h e r  a p o s i t i v e  o r  a n e g a t i v e  c o r r e l a t i o n  ( a s  deem ed  

a p p r o p r i a t e  f o r  e a c h  p a r t i c u l a r  f i n a n c i a l  m e a s u re ) .  T h is  in  tu r n  

s t r e s s e d  th e  f a c t  t h a t  in  a t u r b u l e n t  en v iro n m e n t an in c r e a s e  in  th e  

m a j o r i t y  o f  t h e  i n d e p e n d e n t  v a r i a b l e s ,  e l e m e n t s ,  s u b - e l e m e n t s  i s  

s i g n i f i c a n t l y  acco m p an ied  by  a b e t t e r  f i n a n c i a l  p e r fo rm a n c e .

13 . Based on th e  " R a te  o f  S i g n i f i c a n c e "  (ROS) w h e re a s ,  t h e  h ig h e r  

th e  ROS th e  more l i n e a r  a s s o c i a t i o n s  fo u n d . ROS i s  com puted  a c c o rd in g  to  

th e  fo rm u la :

ROS = S i g n i f i c a n t  c o r r e l a t i o n s  X 100 = %
Total co r r e la t io n s

t h e  f o l l o w i n g  o r d e r  o f  c o r r e l a t i o n s  was m a n if e s te d  w ith  t h e  h ig h e s t  

be tw een  th e  i n t e r v e n in g  v a r i a b l e s  and th e  d e p e n d e n t v a r i a b l e s  (4 0 % ) ,  

w h ile  t h e  lo w e s t was b e tw een  th e  m o d e ra tin g  v a r i a b l e s  and th e  d e p e n d e n t 

v a r i a b l e s ( 7 .4 1 % ) t h e  l o w e s t .  The s e c o n d  h i g h e s t  w as b e tw e e n  t h e  

in d e p e n d e n t v a r i a b l e s  and th e  d e p e n d e n t v a r i a b l e s  (3 3 .3 3 % ). The t h i r d  

h ig h e s t  was b e tw een  th e  e le m e n ts  and th e  d ep e n d e n t v a r i a b l e s  (25% ). The 

f i n a l ,  t h e  seco n d  lo w e s t  was b e tw een  th e  su b -e le m e n ts  and th e  d e p e n d e n t
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v a r i a b l e s  (1 1 .2 6 % ).  The l a s t  two had l a r g e  p r o p o r t i o n s  o f  s p u r io u s  

c o r r e l a t i o n s .

14. O u ts id e  o b s e r v e r s  p ro v ed  t o  be an e x c e l l e n t  s o u rc e  o f  p e r t i n e n t  

s t r a t e g i c  in f o r m a t io n  r e g a r d in g  th e  l e v e l s  o f  e n v iro n m e n ta l  tu r b u le n c e .
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Chapter 5

SUMMARY, CONCLUSIONS,
AND RECOMMENDATIONS

T hree  s e c t i o n s  a r e  c o n ta in e d  in  t h i s  c h a p te r .  The s e c t i o n s  a r e :  a 

summary o f  t h e  s tu d y ,  c o n c lu s io n s  from  th e  f i n d i n g s ,  and recom m endations 

f o r  f u r t h e r  s tu d y .  The c o n te n t  o f  t h e  s e c t io n s  a r e  a s  fo l lo w s :

1 . Summary: p r e s e n t s  a c o n c is e  o v e rv ie w  o f  th e  s tu d y .  I t  c o n ta in s  

a summary o f  t h e  r e s e a r c h  p ro b le m , t h e o r e t i c a l  p e r s p e c t i v e ,  v a r i a b l e s  and 

r e l a t i o n s h i p s ,  r e s e a r c h  a p p ro a c h ,  c r i t e r i a  fo r  d a t a  s o u r c e ,  b a c k g ro u n d , 

m e th o d , c o l l e c t i o n  o f  d a t a ,  and a  summary o f  f i n d i n g s .

2 .  C o n c lu s io n s :  e x p lo r e s  c o n c lu s io n s  r e l a t e d  t o  th e  c o n te x t  o f  t h i s  

s t u d y ,  and c o n c lu s io n s  r e l a t e d  to  th e  l i t e r a t u r e .  T h is  s e c t io n  f u r t h e r  

e x p lo r e s  a p p l i c a b i l i t y  o f  th e  s tu d y  and i t s  l i m i t a t i o n s .  F i n a l l y ,  an 

e v a lu a t io n  o f  t h e  s tu d y  i s  p r e s e n t e d .

3 .  R e c o m m e n d a t io n s :  e l a b o r a t e s  on s i g n i f i c a n t  a p p l i c a t i o n s  o f

f in d in g s  t o  th e  p r a c t i c e  o f  m anagem en t, p o s s ib l e  f u tu r e  r e s e a r c h  in

te rm s  o f  e n v iro n m e n t ,  s t r a t e g y ,  c a p a b i l i t y ,  and f i n a n c i a l  p e r fo rm a n c e .

Suirmary

T h is  s e c t i o n  r e v i e w s  t h e  s t u d y .  The r e v ie w  e x te n d s  from  th e  

r e s e a r c h  p ro b lem  to  th e  f i n d i n g s .
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The R e se a rc h  P roblem

O ver t h e  p a s t  t e n  y e a r s  s t r a t e g i c  m anagement s t u d i e s  have  a t te m p te d  

t o  m easu re  t h e  e x t e n t  t o  w hich  th e  l e v e l s  o f  e n v iro n m e n ta l t u r b u l e n c e ,  

t h e  s t r a t e g y ,  a n d  t h e  c a p a b i l i t y  can  a c c o u n t  f o r  v a r i a t i o n s  in  

p e r fo rm a n c e  o f  e n v iro n m e n t s e r v in g  o r g a n i z a t i o n s  ( E S O 's ) .  V a r io u s  

s t u d i e s  h av e  c o n t r i b u t e d  t o  know ledge th ro u g h  s t r a t e g i c  m anagem ent 

o b s e r v a t i o n s  a n d / o r  e x p e r i m e n t a t i o n ,  w h ich  h a v e  b e e n  v a l u a b l e  t o  

p r a c t i t i o n e r s  o f  b u s i n e s s ,  m anagem ent, and o th e r  r e l a t e d  d i s c i p l i n e s .  

N e v e r th e l e s s ,  t h e  i s s u e  o f  c o n c e rn  has  y e t  to  be r e s e a r c h e d  f u r t h e r .  

P re v io u s  r e s e a r c h  h a s  been o r i e n t e d  tow ard  i n v e s t i g a t i n g  th e  s t r a t e g i c  

b e h a v io r  o f  f i rm s  lo c a t e d  in  i n d u s t r i a l  m ark e t eco n o m ies in  d e v e lo p e d  

c o u n t r i e s .  F u r t h e r m o r e ,  p r e v i o u s  s t u d i e s  have been  o r i e n t e d  tow ard  

ex a m in in g  th e  t h r e e  v a r i a b l e s ,  l e v e l s  o f  e n v i r o n m e n ta l  t u r b u l e n c e ,  

a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and o p en n ess  o f  c a p a b i l i t y ,  by u s in g  a 

m ix tu re  o f  one o r  tw o o f  th e m , and t h e i r  r e l a t i o n s h i p s  w ith  f i n a n c i a l  

p e r fo rm a n c e  m e a s u re s .  I t  was th e  f i r s t  aim o f  t h i s  s tu d y  to  exam ine 

l e v e l s  o f  e n v iro n m e n ta l  t u r b u l e n c e ,  a g g re s s iv e n e s s  o f  s t r a t e g y ,  o p e n n e ss  

o f  c a p a b i l i t y ,  and f i n a n c i a l  p e r fo rm a n c e , o f  f i rm s  in  a h ig h  in co m e , 

d e v e lo p in g ,  and o i l  e x p o r t i n g  c o u n t r y .

The o v e r a l l  fram ew ork  o f  th e  s tu d y  was based  on a model d e v e lo p e d  by

H. Ig o r  A n s o f f  (1964  2 1 5 :2 3 8 )  a s  an e x te n s io n  o f  t h e  o r i g i n a l  m o d e l. The 

o r i g i n a l  m odel was e s t a b l i s h e d  by C h an d le r (1 9 6 2 ) .  The model em ployed  in  

t h i s  s tu d y  i s  r e l a t i v e l y  new , ar.d l i t t l e  e m p ir ic a l  r e s e a r c h  h as  been  

e s t a b l i s h e d .  The model u sed  i s  e n t i t l e d  " S t r a t e g i c  P o s tu re  A n a ly s i s . "  

The seco n d  aim  o f  t h i s  s tu d y  was t o  i n v e s t i g a t e  th e  a p p l i c a b i l i t y  o f  th e  

model in  a new s e t t i n g  (M id d le  E a s t ) .
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S t r a t e g i c  p o s tu r e  a n a l y s i s  i s  a m u lt id im e n s io n a l  i n v e s t i g a t i o n  o f  

th e  s t r a t e g i c  b e h a v io r  o f  f i r m s .  To be s p e c i f i c ,  i t  p l a c e s  g r e a t  

e m p h a s is  on m e t h o d o l o g i c a l  and  p a ra d ig m a t ic  r e le v a n c y  and a c c u r a c y .  

F u r th e r m o r e ,  s t r a t e g i c  p o s t u r e  a n a l y s i s  i s  b a s e d  on t h e  s i m p l e s t  

p r i n c i p l e  o f  " r e q u i s i t y  v a r i e t y "  in  w hich  th e  minimum r e q u i s i t y  v a r i e t y  

i s  a p p l i e d  t o  r e sp o n d  t o  c o m p le x i ty .  The t h i r d  aim  o f  t h i s  s tu d y  was t o  

p ro v id e  an e p is t e m o lo g ic a l  i n v e s t i g a t i o n  o f  th e  s t r a t e g i c  b e h a v io r  o f  

b an k s  in  te rm s  o f  s t r a t e g i c  p o s tu r e  a n a l y s i s .

The p u rp o se  o f  t h i s  s t u d y  was t o  exam ine  th e  b a n k in g  i n d u s t r y  o f  a 

h ig h  in co m e , o i l  e x p o r t i n g  c o u n t r y .  The q u e s t io n s  w ere d i r e c t e d  t o  a s s e s s  

th e  f o l lo w in g :  to p  m an a g e m e n t 's  p e r c e p t io n  o f  t h e  l e v e l s  o f  e n v iro n m e n ta l  

t u r b u l e n c e ,  o u t s i d e  o b s e r v e r s '  p e r c e p t io n s  o f  t h e  le v e l  o f  e n v iro n m e n ta l  

t u r b u l e n c e ,  t o p  m a n a g e m e n t 's  p e r c e p t i o n s  o f  t h e  a g g r e s s i v e n e s s  o f  

s t r a t e g y ,  to p  m a n a g e m e n t's  p e r c e p t io n s  o f  t h e  f i r m 's  c a p a b i l i t y ,  t h e  

f i n a n c i a l  p e r fo rm a n c e  o f  th e  b a n k s ,  and th e  r e l a t i o n s h i p  b e tw een  th e  

l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  

c a p a b i l i t y ,  and f i n a n c i a l  p e r fo rm a n c e  m e a s u re s .  Seven r e s e a r c h  q u e s t io n s  

w ere f o r m u la te d .

1 . To w h a t e x t e n t  do  to p  m a n a g e r s  in  b a n k s  d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  t h e  l e v e l s  o f  t u r b u le n c e  in  t h e  e n v iro n m e n t in  w hich  th e y  

o p e r a t e ,  from  o u t s i d e  o b s e r v e r s  p e r c e p t io n s  o f  t h e  l e v e l s  o f  t u r b u le n c e  

in  t h e  b a n k in g  i n d u s t r y ?

2 .  To w h a t e x t e n t  do  to p  m a n a g e r s  in  b an k s d i f f e r  in  t h e i r  

p e r c e p t io n s  o f  t h e  a g g r e s s iv e n e s s  o f  s t r a t e g y  o f  a l l  o f  t h e  b an k s  a s  

com pared  t o :
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2 . 1 .  O u t s i d e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n t a l

tu r b u le n c e ?

2 . 2 .  The l e v e l s  o f  e n v iro n m e n ta l  tu r b u le n c e  a s  p e r c e iv e d  by to p  

m a n a g e rs ' o f  a l l  b a n k s?

3 . To w h a t e x t e n t  do t o p  m a n a g e r s  in  b a n k s  d i f f e r  i n  t h e i r

p e r c e p t io n s  o f  th e  c a p a b i l i t y  o f  a l l  t h e  b anks a s  com pared  t o :

3 . 1 .  O u t s i d e  o b s e r v e r s '  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n t a l

tu r b u le n c e ?

3 . 2 .  The le v e l  o f  e n v iro n m e n ta l  tu r b u le n c e  a s  p e r c e iv e d  by to p  

m a n a g e rs ' o f  a l l  b an k s?

3 . 3 .  The a g g r e s s i v e n e s s  o f  s t r a t e g y  a s  p e r c e i v e d  by  to p

m a n a g e rs ' o f  a l l  b an k s?

4 . W hat a r e  t h e  r e l a t i o n s h i p s  b e tw een  l e v e l s  o f  e n v iro n m e n ta l

tu r b u le n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  and o p e n n e ss  o f  c a p a b i l i t y ?

5 . What a r e  t h e  r e l a t i o n s h i p s  be tw een  th e  f i n a n c i a l  m e a su re s  o f  th e  

b a n k 's  p e r fo rm a n c e ,  in  te rm s  o f :

5 . 1 .  O th e r  f i n a n c i a l  m e a su re s?

5 .2 .  I n d e p e n d e n t  v a r i a b l e s  d ra w n  fro m  b a n k s '  s t r a t e g i c

p o s tu r e ?

5 . 3 .  F i n a n c i a l  p e r f o r m a n c e  m e a s u re s  a s  a f u n c t io n  o f  bank

g ro u p in g s ?

6 . What a r e  t h e  c o r r e l a t i o n s  be tw een  e i g h t  f i n a n c i a l  p e r fo rm a n c e

m e a su re s  and each  o f  t h e  f o l lo w in g :

6 . 1 .  E ig h t  e le m e n ts  o f  th e  s t r a t e g i c  p o s tu r e ?

6 . 2 .  T w en ty -n in e  s u b -e le m e n ts  o f  s t r a t e g i c  p o s tu r e ?
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6 . 3 .  F iv e  s t r a t e g i c  g ap s?

6 . 4 .  B an k s ' s i z e  and f i v e  s t r a t e g i c  b u s in e s s  a r e a s ?

7 . W hat a r e  t h e  r e l a t i o n s h i p s  b e tw e e n  l e v e l s  o f  e n v iro n m e n ta l 

t u r b u l e n c e ,  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  o p e n n e s s  o f  c a p a b i l i t y ,  and th e  

f i n a n c i a l  p e r fo rm a n c e  m e a su re s  o f  t h e  b a n k s?

T h e o r e t i c a l  P e r s p e c t iv e

T h i s  s t u d y  w as b a s e d  on t h e  b a s i c  h y p o t h e s i s  o f  S t r a t e g i c  

M anagem ent. The b a s i c  h y p o th e s is  s t a t e s  t h a t  "an  o r g a n iz a t io n  w il l  be 

s u c c e s s f u l  i f  e n v i ro n m e n t ,  r e s p o n s e ,  c u l t u r e ,  and c a p a b i l i t y  m atch  each  

o th e r "  ( A n s o f f :1 9 7 9 :3 ) .

The t h e o r y  o f  s t r a t e g i c  m an ag em en t i s  an a p p l ie d  th e o r y  w hich 

a t te m p ts  t o  p ro v id e  i n s i g h t s  i n to  m a n a g e r ia l  i s s u e s ,  such  a s :  b e h a v io ra l  

p a t t e r n s  o f  e n v i r o n m e n t  s e r v i n g  o r g a n i z a t i o n s  ( E S O 's ) ,  c a u s e s  o f  

b e h a v io r a l  d i f f e r e n c e s  in  E S O 's , a g e n t s  c o n t r i b u t i n g  t o  s u c c e s s  o r  

f a i l u r e  in  E S O 's ,  p r e v a i l i n g  s t y l e  o f  s t r a t e g i c  b e h a v io r  in  E S O 's , 

p r o c e s s e s  by w hich  ESO 's s h i f t  a n d /o r  d r i f t  from  one p r e v a i l i n g  s t y l e  t o

a n o th e r  in  o r d e r  t o  m atch  th e  ESO 's e n v i ro n m e n t ,  r e s p o n s e  and c a p a b i l i t y

t o  e a c h  o th e r  in  o r d e r  t o  be s u c c e s s f u l .  The t h e o r y  o f  s t r a t e g i c  

m anagem ent i s  a b le n d  o f  o t h e r  d i s c i p l i n e s ,  A n so f f  (1 9 7 9 :3 )  d e s c r ib e s  i t  

a s  f o l l o w s :

The th e o r y  i s  m u l t i - d i s c i p l i n a r y  in  t h e  s e n s e  t h a t  i t  
s e e k s  an o p t i c  a p p r o p r i a t e  t o  t h e  p ro b lem  and n o t t o  a 
p a r t i c u l a r  s c i e n t i f i c  d i s c i p l i n e .  T h e re  a r e  two p a th s
t o  su ch  an o p t i c .  One i s  t o  a t te m p t  an i n t e g r a t i o n  o f
t h e  a v a i l a b l e  d i s c i p l i n a r y  i n s i g h t s  i n to  a c o h e re n t  
w h o le . The o t h e r  i s  t o  work back  from  th e  " r e a l  w o rld "  
p ro b le m , a b s t r a c t  th e  f e a t u r e s  w h ich  a p p e a r  c r i t i c a l  t o  
e x p la n a t io n s  o f  b e h a v io r ,  and th e n  s e l e c t i v e l y  bo rro w  
from  t h e o r e t i c a l  i n s i g h t s  w h ich  may be a v a i l a b l e .

147

R eprodu ced  with perm ission  o f the copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

The seco n d  p a th  was fo l lo w e d  by A n so ff  to  c o n s t r u c t  th e  t h e o r y .  The

th e o r y  I s  d is c u s s e d  in  h i s  book S t r a t e g i c  M anagement (A n s o f f ,  1 9 7 9 ) .

The th e o r y  o f  s t r a t e g i c  managem ent d e a ls  w ith  a w ide 
sco p e  o f  p o s s i b l e  a s s o c i a t i o n s  among a n d /o r  b e tw e e n  
s e v e n  e l e m e n t s .  T he  e l e m e n t s  w e re  a s  f o l l o w s :  
e n v iro n m e n ta l t u r b u l e n c e ,  power s t r u c t u r e ,  s t r a t e g i c  
b e h a v io r ,  and s t r a t e g i c  l e a d e r s h i p .

For t h e  p u rp o se  o f  t h i s  s tu d y ,  th e  em p h asis  was p la c e d  on " s t r a t e g i c

p o s tu r e  a n a l y s i s "  ( A n s o f f : 1 9 8 4 :C h a p te r  3 . 4 ) ,  w h e re a s  t h e  a n a l y s i s

m a in ta in s  t h a t  w henever " e n v iro n m e n ta l tu r b u le n c e ,"  " a g g r e s s iv e n e s s  o f

s t r a t e g y , "  and " o p e n n e ss  o f  c a p a b i l i t y "  m atch  each  o t h e r  on a " f i v e  p o in t

s c a l e  o f  m a tc h in g  t r i p l e t s , "  optim um  p e rfo rm a n c e  would o c c u r .  T h u s, th e

fo l lo w in g  h y p o th e s e s  a r e  fo r m u la te d ,  th e  f i r s t  o f  w hich i s  s t a t e d  be lo w :

Optimum o v e r a l l  f i n a n c i a l  p e rfo rm a n c e  w i l l  o c c u r  when 
l e v e l  o f  e n v iro n m e n ta l  t u r b u le n c e ,  a g g r e s s iv e n e s s  o f  
s t r a t e g y ,  and o p e n n e s s  o f  c a p a b i l i t y  m atch  e a c h  o t h e r .

The s e c o n d  h y p o t h e s e s  w as b a s e d  on  A n s o f f  ( 1 9 8 4 : 3 2 8  a n d

1 9 7 9 :1 4 4 -1 4 7 ) ,  w h e re a s ,  th e  em p h as is  w ere p la c e d  on th e  " e n v iro n m e n ta l

s u r v e i l l a n c e  t e c h n iq u e ,"  w hich  s t i p u l a t e s  t h a t  a c c u r a te  p e r c e p t io n s  o f

t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e  do c o n t r i b u t e  t o  b e t t e r

p e r fo rm a n c e .  I n a c c u r a te  p e r c e p t io n s  can  c o n t r ib u t e  t o  low  p e r fo rm a n c e .

The seco n d  h y p o th e s is  w as:

Banks w hich  a r e  n o t  s t r a t e g i c a l l y  m yopic w i l l  p e rfo rm  
b e t t e r  th a n  b an k s w hich  a r e  s t r a t e g i c a l l y  m y o p ic .

The two h y p o th e s e s  w ere  h y p o th e s iz e d  f o r  th e  o v e r a l l  p e rfo rm a n c e  

m e a s u re s .  A n so ff  (1 9 8 4 :2 0 1 -2 0 2 )  m a in ta in s  t h a t  th e  optim um  p e rfo rm a n c e  

( o c c u r s  when LET, AS, and 0C m atch ea c h  o th e r )  i s  f o r  t h e  p r o f i t a b i l i t y  

m e a s u re s ,  nam ely  ROE and ROA.
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T h is  s tu d y  i n v e s t i g a t e d  t h e  e i g h t  f i n a n c i a l  m e a s u re s ,  w ith  s p e c ia l  

e m p h a s is  on th e  e x a m in a t io n  o f  above s t a t e d  two h y p o th e s e s  w hich a r e  

b a se d  on A n s o f f 's  th e o r y  o f  S t r a t e g i c  M anagem ent.

V a r ia b le s  and  R e la t i o n s h ip s

The s tu d y  fo c u s e d  on d e te rm in in g  th e  p e r c e p t io n  by to p  m anagers in  

b an k s  in  t h e  E m ira te  o f  Abu Dhabi in  U n ited  A rab E m ir a te s ,  o f  th e  le v e l  

o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  th e  

c a p a b i l i t y ,  and t h e i r  r e l a t i o n s h i p  t o  th e  f i n a n c i a l  p e r f o r m a n c e ,  f o r  

t h r e e  y e a r s  (D ecem ber 3 1 , 1981 -  D ecem ber.31 , 1 9 8 4 ) .

The r e s e a r c h  encom passed  th r e e  in d e p e n d e n t v a r i a b l e s  ( I V ) ,  e i g h t  

d e p e n d e n t  v a r i a b l e s  (D V ), and e le v e n  m o d e ra tin g  v a r i a b l e s  (MV). The 

c a t e g o r i z a t i o n  o f  v a r i a b l e s  i s  e x p la in e d  a s  fo l lo w s :

In d e p e n d e n t V a r i a b l e s :  The th r e e  in d e p e n d e n t v a r i a b l e s  a r e :

1. L e v e ls  o f  e n v iro n m e n ta l  tu r b u le n c e .

2 . A g g re s s iv e n e s s  o f  s t r a t e g y .

3 . O penness o f  c a p a b i l i t y .

D ependen t V a r i a b l e s :  The e i g h t  d ep en d en t v a r i a b l e s  w ere c l a s s i f i e d  

i n t o  t h r e e  t y p e s  o f  m e a s u re s ,  n am e ly , o v e r a l l  f i n a n c i a l  m e a su re s  (#1 and 

# 2 ) . s t r a t e g i c  f i n a n c i a l  m e a s u r e s  ( # 3 ,  # 4 ,  and  # 5 ) ,  and  o p e r a t i n g  

f i n a n c i a l  m e a su re s  (# 6 ,  # 7 , and § 8 ) ,  a s  fo l lo w s :

1 . R e tu rn  on E q u ity  (ROE).

2 . R e tu rn  on A s s e ts  (ROA).

3 . E q u ity  U t i l i z a t i o n  (E U ).

4 .  A s s e ts  U t i l i z a t i o n  (A U ).

5 . Loans t o  D e p o s i ts  (L D ).
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6 .  P r o f i t  M arg in  (PM ).

7 .  E x p e n d itu re  t o  Net Income ( E l ) .

8 .  E q u ity  M u l t i p l i e r  (EM).

M o d e r a t in g  V a r i a b l e s :  A cco rd in g  t o  Emory (1 9 8 0 :9 7 )  a m o d e ra t in g  

v a r i a b l e  (MV) " i s  a s e c o n d a ry  in d e p e n d e n t  v a r i a b l e  w h ic h  i s  c h o s e n  

b e c a u s e  i t  i s  b e l ie v e d  t o  have  a s t r o n g  c o n t in g e n t  o r  c o n t r i b u t o r y  e f f e c t  

on th e  o r i g i n a l  IV-DV r e l a t i o n s h i p . "  The two m o d e ra t in g  v a r i a b l e s  w e re :

1 . S i z e .

2 .  S t r a t e g i c  B u s in e s s  A re a .

I n te r v e n in g  V a r ia b le s  ( S t r a t e g i c  G ap s): Each o f  t h e  s t r a t e g i c  gaps 

i s  t r e a t e d  a s  an in t e r v e n in g  v a r i a b l e  (IV V ), b e c a u s e  i t  i s  a c o n c e p tu a l  

m echanism  th ro u g h  w h ich  th e  in d e p e n d e n t  v a r i a b l e s  a f f e c t  t h e  d e p e n d e n t 

v a r i a b l e s ,  (Emory 1 9 8 0 :9 9 ) .  The f i v e  i n t e r v e n in g  v a r i a b l e s  (IV V ) a r e  

r e s u l t a n t  from  c o m p u ta t io n s  o f  t h e  s t r a t e g i c  g a p s ,  w hich  a r e  b a se d  on th e  

fo l lo w in g  e q u a t io n s :

1 . S t r a t e g y  l e s s  C a p a b i l i t y  gap 

= AS -  0C.

2 .  O b s e r v e r 's  E n v iro n m en t l e s s  S t r a t e g y  gap 

= 00LET -  AS.

3 . O b s e r v e r 's  E n v iro n m en t l e s s  C a p a b i l i t y  gap 

= 00LET -  0C.

4 .  S t r a t e g y  p lu s  C a p a b i l i t y  gap

= (OOLET -  AS) + (OOLET -  OC).

5 . T o ta l gap

= (OOLET -  TMLET) + (OOLET -  AS) + (OOLET -  OC).
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The m o st i n t e r e s t i n g  s t r a t e g i c  gap f o r  t h i s  s tu d y  i s  th e  t o t a l  g a p ,  

b e c a u se  i t  a l lo w s  a g e n e r a l i z e d  g ro u p in g  o f  a l l  r e s p o n d e n ts .

The r e l a t i o n s  among v a r i a b l e s  w ere  a s  f o l l o w s :

1 . The IV 's  d e te rm in e  th e  D V 's .

2 .  S iz e  and SBA m ig h t have  a r e l a t i o n  w ith  D V 's.

3 . IV V 's a r e  r e s u l t a n t  o f  a c o m b in a tio n  o f  two o r  t h r e e  I V 's ,  and 

do im p a c t t h e  D V 's .

Each o f  t h e  e i g h t  d e p e n d e n t v a r i a b l e s  w ere  m easu red  f o r  t h e  l a s t  two 

a v a i l a b l e  y e a r s .  The c o m p u ta tio n  c o n s i s t e d  o f  th e  a v e ra g e  v a lu e  o v e r  

p e r i o d .  The d a t a  f o r  I V 's  was g a th e re d  from  th e  m ost s e n i o r  e x e c u t i v e ,  

a s s i s t a n t  t o  m ost s e n i o r  e x e c u t i v e ,  o r  t h e  e x e c u t iv e  r e s p o n s ib l e  f o r  a 

m a jo r  d i v i s i o n  ( I r v i n e  1 9 8 5 ) ,  o f  tw e n ty  f i v e  banks in  t h e  E m ira te  o f  Abu 

D h a b i. The t o t a l  p o p u la t io n  o f  ban k s in  Abu 'Jhab i am ount t o  t h i r t y - f i v e .  

The sam ple  o f  t h i s  s t u d y ,  t h e r e f o r e ,  c o n s i s t s  o f  71.42% o f  th e  p o p u la t io n  

( C e n t r a l  Bank Annual R e p o rt 1 9 8 1 ) . F in a n c ia l  d a t a  o r i g i n a t e d  from  incom e 

s t a te m e n ts  and b a la n c e  s h e e t s  p u b l i s h e d  a t  lo c a l  n ew sp ap e rs  in  Abu D h a b i.

R e se a rc h  A pproach

A d e s c r i p t i v e  e le m e n ta l  r e s e a r c h  a p p ro a c h  was u t i l i z e d  f o r  q u e s t i o n s  

1 , 2 ,  3 , and  4 . T h is  a p p ro a c h  ex p anded  upon th e  q u a l i t i e s  o f  th e  f i v e  

c h a r a c t e r i s t i c s  o f  th e  l e v e l s  o f  t h e  e n v iro n m e n ta l t u r b u l e n c e ,  th e  two 

e le m e n ts  o f  th e  a g g r e s s iv e n e s s  o f  s t r a t e g y ,  th e  t h r e e  e le m e n ts  o f  th e  

o p en n e s s  o f  c a p a b i l i t y ,  and th e  e i g h t  f i n a n c i a l  p e rfo rm a n c e  m e a s u re s .  A 

d e s c r i p t i v e  c o r r e l a t i o n a l  r e s e a r c h  ap p ro a c h  was u t i l i z e d  t o  d e te rm in e  th e  

r e l a t i o n s  b e tw een  t h e  in d e p e n d e n t  v a r i a b l e s ,  d e p e n d e n t v a r i a b l e s ,
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m o d e ra t in g  v a r i a b l e s ,  and i n t e r v e n in g  v a r i a b l e s  o f  t h i s  s tu d y .  In t h i s  

s t u d y ,  a l l  s t a t i s t i c a l  a n a l y s i s  a r e  a t  a 0 .0 5  c o n f id e n c e  le v e l  o r  l e s s .

C r i t e r i a  f o r  D ata  S o u rc e s

The d a t a  s o u r c e s  c o n s i s t e d  o f  two t y p e s .  The f i r s t  was i d e n t i f i e d  a s  

to p  m anagem ent and  th e  s eco n d  a s  o u t s id e  o b s e r v e r s .

C r i t e r i a  f o r  t h e  F i r s t  D ata  S o u rc e s :  C r i t e r i a  f o r  s e l e c t i n g  d a ta

s o u r c e s  w ere a s  f o l l o w s :

1 . A ll  a v a i l a b l e  b a n k s ,  w hich  am ounts to  t h i r t y  b a n k s .  (Annual 

R e p o r t o f  th e  C e n tr a l  Bank o f  U n ite d  A rab E m ir a te s ,  1 9 8 3 ) .

2 .  The l o c a t i o n  o f  th e  ban k s was Abu D h a b i, th e  c a p i t a l  o f  U n ited  

A rab E m ir a te s .

3 . S u b j e c t i v e  d a t a  o r i g i n a t e d  from  th e  m o st s e n i o r  e x e c u t iv e ,  

a s s i s t a n t  t o  m ost s e n i o r  e x e c u t i v e ,  o r  th e  e x e c u t iv e  r e s p o n s ib l e  f o r  a 

m a jo r  d i v i s i o n .

4 . O b j e c t i v e  f i n a n c i a l  d a t a  o r i g i n a t e d  fro m  t h e  f i n a n c i a l  

s t a t e m e n t s  o f  a l l  t h e  b a n k s  from  1981 to  1984 .

5 . B an k s s e l e c t e d  w e re  in  o p e r a t i o n  f o r  t h e  l a s t  th r e e  y e a r s  

(1 9 8 1 -1 9 8 4 ) .

C r i t e r i a  f o r  th e  Second D ata  S o u rc e s :  The o t h e r  seco n d  d a ta  s o u rc e s

r e f e r s  to  th e  o u t s i d e  o b s e r v e r s .  The em p h a s is  was p la c e d  on th e  q u a l i t y

o f  r e s p o n d e n ts  r a t h e r  th a n  th e  q u a n t i t y  , and a c c e s s i b i l i t y  t o  f i r s t  hand 

d a t a  on th e  b a n k in g  i n d u s t r y  in  U n ite d  A rab E m ir a te s .  The c r i t e r i a  was a s  

f o l l o w s :

1 . F o r  q u e s t i o n  1 ,  a s a m p le  o f  tw e n ty  o u t s i d e  o b s e r v e r s  (n o t

d i r e c t l y  in v o lv e d  w ith  any  o f  th e  b a n k s ) ,  such  a s  s t a f f  a t  th e  c e n t r a l
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b a n k , f i n a n c i a l ,  e conom ic  and m anagem ent c o n s u l t a n t s ,  and c o lu m n is t s  who 

have  been  in v o lv e d  in  a c t i v i t i e s  o f  t h a t  n a tu re  f o r  t h r e e  y e a r s  o r  m o re .

Background

S t r a t e g i c  m anagem ent s t u d i e s  have m a in ly  fo c u se d  on th e  b e h a v io r  o f  

f i rm s  lo c a t e d  in  i n d u s t r i a l  m a rk e t e co n o m ies . By c o n t r a s t ,  t h i s  s tu d y  

s o u g h t to  e x p lo r e  a new d im e n s io n  r e l a t e d  to  a h ig h  in co m e , o i l  e x p o r t i n g  

c o u n t r y .  T h e re  a r e  f o u r  h ig h  in co m e , o i l  e x p o r t in g  c o u n t r i e s  (W o rld  

D evelopm ent R e p o rt 1 9 8 2 ) , nam ely  K u w a it, L ib y a , Saudi A r a b ia ,  and  U n ited  

Arab E m ir a te s .  The c o u n try  s e l e c t e d  by t h i s  s t u d y  w as U n i te d  A rab  

E m ir a te s ,  a s  t h i s  c o u n t r y  h as  been  in c u r r in g  d e c r e a s e s  in  o i l  e x p o r t s  and 

p r i c e s ,  w hich  h as  r e s u l t e d  in  lo w e r o i l  rev e n u e s  s in c e  1981 (A n n u a l 

R e p o rt o f  t h e  C e n tr a l  Bank o f  U n ited  Arab E m ira te s ,  1 9 8 3 ) . The b an k in g  

i n d u s t r y  i s  th e  c e n t e r  o f  a l l  econom ic a c t i v i t i e s  in  te rm s  o f  f i n a n c i a l  

t r a n s a c t i o n s ,  t h e r e f o r e ,  U .A .E . 's  w o rld  p o s i t i o n  a s  an o i l  e x p o r t e r  has 

in c r e a s e d  i n t e r n a t i o n a l  com m erc ia l t r a n s a c t io n s  n a t i o n a l l y  and a b ro a d .  

Such an e m p ir ic a l  s t u d y ,  b a se d  on e p is te m o lo g ic a l  fo u n d a t io n  c o u ld  be a 

s t e p  to w a rd s  th e  u n d e r s ta n d in g  o f  s t r a t e g i c  b e h a v io r  o f  b an k s in  a h ig h  

in c o m e ,  o i l  e x p o r t i n g  c o u n t r y .  As one w itn e s s e s  th e  em erg en ce  o f  a 

t u r b u l e n t  and n ove l g lo b a l  e n v iro n m e n t ,  s tu d i e s  o f  t h i s  n a tu r e  m ig h t be 

o f  a i d  in  t h e  p e r c e p t i o n  o f  e n v i r o n m e n ta l  t u r b u l e n c e ,  an d  a s  a 

c o n s e q u e n c e ,  b e t t e r  m anagem ent m ig h t em erge.

S t r a t e g i c  p o s tu r e  a n a l y s i s  i s  a p a r t  o f  th e  s t r a t e g i c  m anagem ent 

t h e o r y .  The e p i s te m o lo g ic a l  b ack g ro u n d  o f  th e  t h e o r y  was c a t e g o r i z e d  by 

i n v e s t i g a t i n g  th e  o r i g i n ,  n a t u r e ,  m ethods and l i m i t s  o f  a phenom enon to  

p ro v id e  a b e t t e r  u n d e r s ta n d in g  o f  c o m p le x ity ,  and in  t u r n ,  r e s u l t  1n 
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c r e a t i n g  s o l u t i o n ( s )  ( r e q u i s i t e  v a r i e t y )  t o  " r e a l  w or l d"  p r o b le m s,  i f

c r e a t i o n  i s  n e c e s s a r y .  F o r  e x a m p l e ,  D r .  H. I g o r  A n s o f f  ( 1 9 8 4 : 4 5 5 )

m a i n t a i n s  t h a t :

The m a jo r  a im o f  an  e f f o r t  t o  u n d e r s ta n d  a p r e v i o u s l y  
u n s t u d i e d  p a r t  o f  r e a l i t y  i s  t o  re d u c e  th e  c o m p le x i t y  
o f  t h e  r e a l  wo r l d  t o  a model which  i s  co m p r e h e n s i b l e  
and m a n i p u l a b l e  by man.

T h e  p r e v i o u s l y  m e n t i o n e d  a i m  i s  d e m o n s t r a t e d  i n  A n s o f f ' s  

c o n t r i b u t i o n s ,  s p e c i f i c a l l y  h i s  two books  S t r a t e g i c  Management  (197 9)  and 

I m p l a n t i n g  S t r a t e g i c  Management ( 1 9 8 4 ) .  The fo rm e r  e l a b o r a t e d  on 11 , 250  

s t r a t e g i c  b e h a v i o r s  and t h e i r  a p p l i c a b i l i t y ,  and t h e  l a t t e r  e l a b o r a t e d  on 

s e l e c t i n g  t h e  s t r a t e g i c  b e h a v i o r  which  m atc he s  t h e  e n v i r o n m e n t ,  s p e c i f i e s  

t h e  o b j e c t i v e s ,  and  a l l o c a t e d  t h e  r e s o u r c e s .

O th e r  s t r a t e g i c  management  s t u d i e s  have i n v e s t i g a t e d  i s s u e s  s i m i l a r  

t o  t h o s e  in  t h e  a r e a  o f  c o n c e r n ,  b u t  no t  n e c e s s a r i l y  i d e n t i c a l .  F o r  

e x a m p l e ,  Wood and  L a F o r g e  ( 1 9 7 9 )  e x a m i n e d  t h e  a s s o c i a t i o n  be tween  

" co m pr e he ns iv e  p l a n n i n g "  and " f i n a n c i a l  pe r f o rm a nc e "  in  l a r g e  Amer ican 

b a n k s .  A no th e r  example  i s  t h e  e x a m in a t i o n  o f  f o u r  ty p e s  o f  s t r a t e g i e s  

which were  used  t o  re sp on d  t o  en v i r o n m e n ta l  c h a l l e n g e s  in n i n e t y - f o u r  

f i r m s  engag ed  in  v a r i o u s  f u n c t i o n s ,  by  Smart  and V e r t in s k y  ( 1 9 8 4 ) .

C o n t r i b u t i o n s  t o  t h e  a r e a  o f  c o n c e r n  by r e s e a r c h e r s  have been  

f r u i t f u l  t o  p r a c t i t i o n e r s .  C o n t r i b u t i o n s  such  as  Ch an dl er  (1 9 6 2 ) ,  Channon 

( 19 73 and 1985)  Bouge oi s  ( 19 80  a and b ) ,  L e o n t i a d e s  and Tezel  ( 1 9 8 0 ) ,  

M i l l e r  and F r i g s e n  ( 1 9 8 3 ) ,  Robinson  and Pe a r c e  (1 9 8 3 ) ,  and o t h e r s  have 

e m p h a s i z e d  t h e  n e e d  f o r  f u r t h e r  r e s e a r c h .  I t  seem s,  t h e r e f o r e ,  t h a t  

f u r t h e r  r e s e a r c h  i s  nee de d  t o  examine  t h e  b e h a v i o r  o f  e n v i r on m e nt  s e r v i n g  

o r g a n i z a t i o n s ,  e s p e c i a l l y  r e s e a r c h  which would e l a b o r a t e  on t h e  r o l e  o f
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t h e  s t r a t e g i c  b e h a v i o r ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  o p e n n e s s  o f  

c a p a b i l i t y ,  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  and  t h e i r  r e l a t i o n  

w i t h  f i n a n c i a l  p e r f o r m a n c e .

Data  C o l l e c t i o n

D a t a  s o u r c e s ,  s a m p l e  o f  d a t a  s o u r c e s ,  i n s t r u m e n t a t i o n ,  an d  

p r o c e d u r e s  which  were  u t i l i z e d  f o r  t h e  s t u d y  a r e  s p e c i f i c a l l y  d e s c r i b e d  

in  t h i s  s e c t i o n  o f  t h e  c h a p t e r .  The p i l o t  s t u d y  was d e s c r i b e d  in  t h i s  

s e c t i o n  as  w e l l .  The d a t a  c o l l e c t i o n  l a s t e d  a p p r o x i m a t e l y  f o u r  months  

w h i l e  t h e  i n t e r v i e w s  l a s t e d  f rom one  t o  f i v e  h o u r s  e a c h .

I n s t r u m e n t a t i o n

The i n s t r u m e n t  c o n s i s t e d  o f  f i v e  p a r t s ,  and  was i n c l u d e d  i n  Ap pendix  

B, C,  D, and E .

The f i r s t ,  s e c o n d ,  and t h i r d  p a r t s  o f  t h e  i n s t r u m e n t  c o n t a i n e d  two 

s e c t i o n s  e a c h .  The f i r s t  s e c t i o n  adv an ce d  an u n s t r u c t u r e d  q u e s t i o n n a i r e .  

The se co nd s e c t i o n  en co mp as se d  a s t r u c t u r e d  q u e s t i o n n a i r e ,  a s  d i d  t h e  

t h i r d .  The  q u e s t i o n s  c o n s i s t e d  o f  f i v e  l e v e l s ;  s t a b l e ,  r e a c t i v e ,  

a n t i c i p a t i n g ,  e x p l o r i n g ,  and c r e a t i v e  ( A n s o f f , 1 9 8 4 ) .

The f o u r t h  an d  f i f t h  p a r t s  had  no s e c t i o n s ,  t h e  f o r m e r  was  

a d m i n i s t e r e d  t o  c o l l e c t  d em o g r a p h ic s  o f  r e s p o n d e n t s ,  and t h e  l a t t e r  was 

use d  t o  c o l l e c t  f i n a n c i a l  d a t a .  The d e m o gr a p h ic s  were  b a s e d  on p o s i t i o n ,  

a g e ,  s e x ,  l e n g t h  o f  s e r v i c e ,  l e v e l  o f  e d u c a t i o n ,  b a c k g r o u n d ,  e x p e r i e n c e ,  

and  t h e  s t r a t e g i c  b u s i n e s s  a r e a .  T hi s  i n s t r u m e n t  was i n c l u d e d  i n  Appendix  

B,  P a rt IV.  This  i n s t r u m e n t  was used  t o  d e t e r m i n e  t h e  a p p r o p r i a t e n e s s  o f  

i n c l u d i n g  o r  n o t  i n c l u d i n g  r e s p o n d e n t s .
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P i l o t  S tu dy

A p i l o t  s t u d y  was  c o n d u c t e d  t o  d e t e r m i n e  t h e  v a l i d i t y  o f  t h e  

i n s t r u m e n t  and  t h e  a p p r o p r i a t e n e s s  o f  t h e  d a t a  t o  b e - g a t h e r e d .  The p i l o t  

s t u d y  was c o n d u c t e d  i n  San D ie g o ,  u t i l i z i n g  a  samp le  whic h  c o n s i s t e d  o f  

f i v e  ba nks  and t h r e e  o u t s i d e  o b s e r v e r s .  The p i l o t  s t u d y  r e s u l t e d  i n  

e r r o r s  which  were  c o r r e c t e d ,  th e n  t h e  i n s t r u m e n t  was r e t e s t e d .  Thu s ,  

p o s i t i v e  a f f i r m a t i o n  o f  t h e  i n s t r u m e n t ' s  v a l i d i t y ,  and  t h e  ty p e  o f  d a t a  

t o  be  g a t h e r e d  f o r  t h e  p u r p o s e  o f  t h e  s t u d y  was e s t a b l i s h e d .

P r o c e d u r e s  f o r  F i r s t  Data  So ur c e

S u b j e c t i v e  d a t a  was c o l l e c t e d  t h r o u g h  a  p e r s o n a l  i n t e r v i e w ,  u s i n g  

t h e  f o l l o w i n g  p ro c e d u re :

1.  I d e n t i f y  t h e  bank  and  t h e  name o f  t h e  p o t e n t i a l  r e s p o n d e n t .

2 .  C a l l  t h e  p o t e n t i a l  r e s p o n d e n t  and s e t  an a p p o i n t m e n t  f o r  an 

i n t e r v i e w .

3 .  D u r i n g  t h e  i n t e r v i e w  t h e  r e s e a r c h e r  w o u l d  go t h r o u g h  t h e  

q u e s t i o n s  w i t h  t h e  s u b j e c t  w i t h o u t  an y  i n t e r f e r e n c e  e x c e p t  f o r  

e x p l a n a t i o n s ,  sh o u ld  t h e  need  a r i s e .  For  t h e  u n s t r u c t u r e d  q u e s t i o n s ,  a 

r e c o r d e r  would  be u s e d ,  i f  t h e  s u b j e c t  a l l o w s  i t .  A t a p e  r e c o r d e r  was 

used  d u r i n g  t h e  i n t e r v i e w s .

4 .  I f  t h e  p r e v i o u s  a t t e m p t s  f a i l  t o  a c h i e v e  a 51% r a t e ,  go b ac k  t o  

s t e p  1 abo ve  and r e p e a t  t h e  p r o c e d u r e ,  u s i n g  a s u p p l e m e n t a r y  s a m pl e .

5.  O b j e c t i v e  f i n a n c i a l  d a t a  was c o l l e c t e d  f rom l o c a l  n e w s p a p e r s .
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P r o c e d u r e s  f o r  Second Data  So u rc e

1.  For  q u e s t i o n  1 t h e  p r o c e d u r e  was a s  f o l l o w s :

1 . 1  The name,  a d d r e s s ,  and t e l e p h o n e  number  f o r  e a c h  o u t s i d e  

o b s e r v e r  was  i d e n t i f i e d .

1 . 2  Each o u t s i d e  o b s e r v e r  was c o n t a c t e d  and an a p p o i n tm e n t  was 

s c h e d u l e d .

1 . 3  T h e  i n t e r v i e w  b e g a n  w i t h  t h e  p r e s e n t a t i o n  o f  t h e  

t r a n s m i t t a l  l e t t e r  (App en dix  C ) ,  and t h e  su r v e y  i n s t r u m e n t  (A ppendix  D) 

t o  t h e  o u t s i d e  o b s e r v e r s .

1 . 4  An i n t e r v i e w  commenced w i t h  e ac h  o u t s i d e  o b s e r v e r ,  s i m i l a r  

t o  s t e p  3 i n  t h e  abov e  p r o c e d u r e .

R e se a r c h  A ss u m pt io n s  
and D e l i m i t a t i o n s

C e r t a i n  a s s u m p t i o n s  and d e l i m i t a t i o n s  o f  t h i s  s t u d y  a r e  e l a b o r a t e d  

upon in  t h i s  s e c t i o n  o f  t h e  c h a p t e r .

The f o l l o w i n g  a s s u m p t i o n s  were  made d u r i n g  t h e  commencement o f  t h i s  

s t u d y :

1.  For  t h e  p u r p o s e  o f  t h e  s t u d y ,  v a l i d i t y  o f  t h e  r e s e a r c h  a p p r o a c h ,  

method  o f  d a t a  g a t h e r i n g ,  and  d a t a  a n a l y s i s  were  a d e q u a t e  and a c c u r a t e .

2 .  V a l i d i t y  o f  t h e  q u e s t i o n n a i r e  was e s t a b l i s h e d  th r o u g h  a p i l o t  

s t u d y  and  c o n s u l t i n g  t h e  e x p e r t s ,  t h e n  t h e  s t a n d a r d  e r r o r  was exam ine d  

which  e m p h as iz e d  t h e  a p p l i c a b i l i t y  o f  t h e  q u e s t i o n n a i r e .

3.  E ac h  r e s p o n d e n t  u n d e r s t o o d  t h e  i n s t r u c t i o n s  p r o v i d e d ,  and 

res p o n d e d  a c c o r d i n g l y  and h o n e s t l y .

157

R eprodu ced  with p erm ission  of the copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

4.  P r a c t i t i o n e r s  o f  b u s i n e s s  and mana ge me nt ,  as  a  r e s u l t  o f  t h i s  

s t u d y ,  w i l l  be g iv e n  i n s i g h t  in  s t r a t e g i c  p o s t u r e  a n a l y s i s  a nd  i t ' s  

r e l a t i o n  w i t h  f i n a n c i a l  p e r fo r m a n c e  o f  t h e  b a n k i n g  i n d u s t r y  in  U n i te d  

Arab  E m i r a t e s .

The d e l i m i t a t i o n s  o f  t h i s  s t u d y  c o n s i s t  o f  t h e  s t r a t e g i c  p o s t u r e s  o f  

25 bank s  in  U n i t e d  Arab  E m i r a t e s .  The s t u d y  spa nn ed  t h e  d u r a t i o n  o f  t h r e e  

y e a r s  f r o m  D e c e m b e r  3 1 ,  1981  t o  D e c e m b e r  3 1 ,  1 9 8 4 .  The f i n a n c i a l  

p e r fo r m a n c e  m e a s u re s  were  l i m i t e d  t o  t h e  mo s t  r e s e n t  two y e a r s  be tween  

December  31 ,  1981 and December  31,  1984.  The r e s p o n d e n t s  were  d i s t r i b u t e d  

a c c o r d i n g  t o  t h e i r  o c c u r r e n c e  in  t h e  "Annual R e p o r t  o f  t h e  C e n t r a l  Bank 

o f  U n i te d  Arab  E m i r a t e s  ( 1 9 8 1 ) .

F in d i n g s  and I m p l i c a t i o n s

F i g u r e  1 summa r i ze s  t h e  f i n d i n g s  f o r  q u e s t i o n s  1, 2 ,  and  3 which  

were  o b t a i n e d  by  making  t - t e s t s  be tween  t h e  means o f  t h e  d i s t r i b u t i o n s  o f  

th e  v a r i o u s  m e a s u r e s .  As t h e  f i g u r e  show s,  t h e  two s o l i d  l i n e s  r e p r e s e n t  

t h e  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e  o f  TM's and 0 0 ' s ,  t h e  d a s he d  l i n e  

r e p r e s e n t s  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and  t h e  d o t t e d  l i n e  r e p r e s e n t s  

th e  o p e n n e ss  o f  c a p a b i l i t y .  The v e r t i c a l  a x i s  i n d i c a t e s  t h e  number  o f  

r e s p o n s e s ,  w h i l e  t h e  h o r i z o n t a l  a x i s  i n d i c a t e s  t h e  l e v e l s  o f  

e n v i r o n m e n t a l  t u r b u l e n c e .

The t a b l e  b e lo w  t h e  d ia g r a m  p r e s e n t s  t h e  minimum,  maximum, mean ,  and 

s t a n d a r d  d e v i a t i o n  o f  t h e  TM's and  t h e  0 0 ' s  p e r c e p t i o n  o f  e n v i r o n m e n ta l
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t u r b u l e n c e ,  as  wel l  a s  t h a t  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and  t h e  

o p e n n e ss  o f  c a p a b i l i t y .  The r e s u l t s  w er e  a s  f o l l o w s :

1 .  T h e r e  was a s i g n i f i c a n t  d i f f e r e n c e  be tw ee n  t h e  means  o f  t h e

d i s t r i b u t i o n s  o f  OOLET and  TMLET.

2 .  T h e r e  was a  s i g n i f i c a n t  d i f f e r e n c e  b e tw ee n  t h e  means o f  t h e

d i s t r i b u t i o n s  o f  OOLET and AS.

3 . T h e r e  was a s i g n i f i c a n t  d i f f e r e n c e  be tw ee n  t h e  means  o f  t h e

d i s t r i b u t i o n s  o f  a g g r e s s i v e n e s s  o f  s t r a t e g y  and  TMLET.

4 .  T h e r e  was a  s i g n i f i c a n t  d i f f e r e n c e  b e tw ee n  t h e  means o f  th e

d i s t r i b u t i o n s  o f  o p e n n e ss  o f  c a p a b i l i t y  and OOLET.

5 .  T h e r e  was a s i g n i f i c a n t  d i f f e r e n c e  be twe en  t h e  means  o f  t h e

d i s t r i b u t i o n s  o f  o p e n n e ss  o f  c a p a b i l i t y  and a g g r e s s i v e n e s s  of  

s t r a t e g y .

6 .  The re  was no s i g n i f i c a n t  d i f f e r e n c e  be tw ee n  t h e  means o f  t h e  

d i s t r i b u t i o n s  o f  o p e n n e s s  o f  c a p a b i l i t y  and TMLET.

From t h e  a b o v e ,  and  a s  c ou ld  be see n  on F i g u r e  1,  t h e  means o f  t h e  

d i s t r i b u t i o n s  o f  t h e  b a n k i n g  i n d u s t r y  e m p h a s iz e s  a gap be tw ee n  TM's and 

0 0 ' s  p e r c e p t i o n  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e .  TM's p e r c e p t i o n  

o f  t h e i r  a g g r e s s i v e n e s s  o f  s t r a t e g y  i s  l e s s  t h a n  t h e i r  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  and  s i g n i f i c a n t l y  l e s s  t h a n  0 0 ' s  p e r c e p t i o n .  

TM's p e r c e p t i o n  o f  t h e i r  o p e n n e ss  o f  c a p a b i l i t y  i s  s i m i l a r  t o  t h e i r  

p e r c e p t i o n  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  b u t  more th a n  t h e i r  

p e r c e p t i o n  o f  t h e i r  a g g r e s s i v e n e s s  o f  s t r a t e g y  and l e s s  th a n  t h e  0 0 ' s  

p e r c e p t i o n  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e .

The r e s u l t s  i n c l u d e d  be low  wer e  n o t  s o u g h t  by  t h e  r e s e a r c h e r  as  

d i r e c t  a n s w e rs  t o  r e s e a r c h  q u e s t i o n s .  They  w ere  i n c l u d e d  a s  u n s t r u c t u r e d  
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q u e s t i o n s  i n  o r d e r  t o  s t i m u l a t e  r e s p o n d e n t s '  t h i n k i n g  r e g a r d i n g  t h e  l e v e l  

o f  e n v i r o n m e n t a l  t u r b u l e n c e  p r i o r  t o  a n s w e r in g  t h e  s t r u c t u r e d  q u e s t i o n s .

The mo s t  s i g n i f i c a n t  i s s u e  in  t h e  e n v i r o n m e n t ,  i s  t h e  " d ro p  in  o i l  

p r i c e s / r e v e n u e s , "  a s  se e n  by TM's and 0 0 ' s .  The f u n da m en ta l  s t r a t e g i c  

i s s u e ' s  in  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e  o f  t h e  ba n k in g  i n d u s t r y  

a r e  r e s u l t a n t  f rom r e s p o n s e s  o f  0 0 ' s  and TM ( s e e  T a b le  3 ) .  The emp ha s is  

o f  b o t h  r e s p o n d e n t s '  i n d i c a t e  t h e  i m p o r ta n c e  o f  t h e  f o l l o w i n g :

1 .  Drop in  o i l  p r i c e s / r e v e n u e s .

2 .  I r a q / I r a n  w a r .

3 .  C e n t r a l  bank l e g i s l a t i o n .

4 .  R e c e s s i o n .

5 .  Unwor thy c u s t o m e r s  ( l o a n  a s s e s s m e n t  f rom b a n k s ) .

The ba nk s  were  o r g a n i z e d  i n t o  t h r e e  g ro u p s  by  d i s c r i m i n a n t  a n a l y s i s  

as  d e s c r i b e d  in  t h e  p r e v i o u s  c h a p t e r .  As p r e v i o u s l y  d i s c u s s e d  t h e  

g r o u p i n g s  we re  100% c o r r e c t ,  and s i g n i f i c a n t l y  d i f f e r e n t  f rom e a c h  o t h e r .  

(See  I l l u s t r a t i o n  6)  The g r o u p in g s  were  ba se d  on t h e  c o n c e p t  o f  t o t a l  

ga p ,  which i s  d e f i n e d  by  t h e  f o l l o w i n g  e q u a t i o n :

To ta l  gap = (OOLET -  TMLET) + (OOLET -  AS) + (OOLET -  00)  

w h e r e a s ,

OOLET = o u t s i d e  o b s e r v e r ' s  p e r c e p t i o n  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l

t u r b u l e n c e .

TMLET = t o p  m an a ge m e n t ' s  p e r c e p t i o n  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l

t u r b u l e n c e .

AS = A g g r e s s i v e n e s s  o f  s t r a t e g y .

0C = Ope nne ss  o f  c a p a b i l i t y .
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The t h r e e  g r o u p s  a r e  l a b e l e d  a s  f o l l o w s :

Group 1 = sma l l  gap  = 3 b a n k s .

Group 2 = medium gap  = 10 b a nk s .

Group 3 = l a r g e  gap  = 12 ba n k s .

O th e r  t y p e s  o f  g a p s ,  a r e  l i s t e d  and  d e f i n e d  e a r l i e r  i n  t h i s  c h a p t e r .  

The r e s u l t s  a r e  in  t h e  f i n d i n g s  f o r  q u e s t i o n s  5 , 6 ,  and 7 .

C o r r e l a t i o n s  be tw ee n  t h e  i n d e p e n d e n t  v a r i a b l e s  p r o v i d e  us w i t h  t h e  

f o l l o w i n g :

1 .  A p o s i t i v e  c o r r e l a t i o n  be tween  a g g r e s s i v e n e s s  o f  s t r a t e g y  and

o p e n n e s s  o f  c a p a b i l i t y  i n d i c a t e s  t h a t  a n  i n c r e a s e  i n  

a g g r e s s i v e n e s s  o f  s t r a t e g y  was ac co mpanied  by  an i n c r e a s e  in 

o p e n n e s s  o f  c a p a b i l i t y .

2 .  T h e r e  was  no s i g n i f i c a n t  c o r r e l a t i o n  be t we en  t h e  l e v e l  o f

e n v i r o n m e n t a l  t u r b u l e n c e  and  a g g r e s s i v e n e s s  o f  s t r a t e g y  on t h e  

one h a n d ,  and l e v e l  o f  e n v i r o n m e n ta l  t u r b u l e n c e  and o p e n n e s s  o f  

c a p a b i l i t y  on t h e  o t h e r .  At t h i s  p o i n t  a q u e s t i o n  a r i s e s  a s  t o  

why t h i s  o c c u r r e d ?

The  a n s w e r  t o  why t h e r e  was a l a c k  o f  p o s i t i v e  c o r r e l a t i o n  i s  

i l l u s t r a t e d  on F i g u r e  2 .  As t h e  f i g u r e  i n d i c a t e s ,  f o r  e a c h  bank  g r o u p i n g ,  

t h e  s o l i d  l i n e  r e p r e s e n t s  TM's p e r c e p t i o n s  o f  t u r b u l e n c e ,  t h e  da s h e d  l i n e  

r e p r e s e n t s  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and t h e  d o t t e d  l i n e  r e p r e s e n t s  

t h e  o p e n n e s s  o f  c a p a b i l i t y .  The v e r t i c a l  a x i s  i n d i c a t e s  t h e  number  o f

r e s p o n s e s ,  w h i l e  t h e  h o r i z o n t a l  a x i s  s c a l e s  t h e  t u r b u l e n c e .

The f i g u r e  i s  d i v i d e d  i n t o  t h r e e  s e g m e n t s .  The  t o p  s e g m e n t  

r e p r e s e n t s  Group  1 ,  w i t h  t h e  s m a l l e s t  g a p .  The m i d d le  se gm en t  r e p r e s e n t s  

Group 2 ,  w i t h  a medium g a p ,  and t h e  bo t to m segment  r e p r e s e n t s  Group 3,
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w i t h  t h e  l a r g e s t  g a p .  The e x p l a n a t i o n  i s  as  f o l l o w s :  Some o f  t h e  bank s  in  

gr ou p  2 and grou p  3 a r e  good p e r c e i v e r s  o f  t h e  l e v e l  o f  e n v i r o n m e n ta l  

t u r b u l e n c e ,  b u t  t h e y  n e i t h e r  res po n d e d  t o  t h e  l e v e l  o f  e n v i r o n m e n ta l  

t u r b u l e n c e  w i t h  t h e  n e c e s s a r y  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  n o r  d i d  t h e y  

d e v e l o p  t h e  n e c e s s a r y  o p e n n e s s  o f  c a p a b i l i t y  t o  s u p p o r t  t h e  

a g g r e s s i v e n e s s  o f  s t r a t e g y .  A f u r t h e r  d i s c u s s i o n  o f  t h e  ga ps  be t we en  t h e  

m e a n s  o f  t h e  d i s t r i b u t i o n s  f o r  e ac h  gr oup  o f  banks  i s  c o n t a i n e d  in  

d i s c u s s i o n s  f o r  q u e s t i o n  5 , 6 ,  and  7.

Q u e s t io n  5 r e q u i r e d  t h e  e x a m i n a t i o n  o f  b a n k s '  d i f f e r e n c e  in  t h e i r  

f i n a n c i a l  p e r fo r m a n c e  f o r  t h e  mos t r e c e n t  two y e a r s .  As s t a t e d  e a r l i e r ,  

f i n a n c i a l  p e r f o r m a n c e  i s  examined  in  t h r e e  c a t e g o r i e s .  The r e s u l t s  a r e  as 

f o l l o w s :

1.  The o v e r a l l  f i n a n c i a l  m e a su r e s  (OFM) a r e  a c om p o s i te  o f  P.OE and

ROA.

1 . 1 .  R e tu r n  on e q u i t y  (ROE) c a l c u l a t i o n s  f o r  a l l  bank s  (N=25) 

r e s u l t e d  in  a  minimum s c o r e  o f  -2 .26 5% ,  a maximum s c o r e  o f  31 .429%,  and  a 

mean o f  10.318%.  As ca n  be se en  on F ig u r e  3,  g rou p  1 (mean = 26.808%) was 

a l m o s t  tw i c e  as  much a s  group  2 (mean = 9 . 5 5 5 ) ,  and f o u r  t i m e s  a s  much as  

gr ou p  3 (mean = 6 . 8 2 9 ) .  Group 1 was above  t h e  mean o f  a l l  g r o u p s ,  w h i l e  

t h e  two o t h e r  g ro u ps  were  be lo w t h e  mean .

1 . 2 .  R e tu r n  on a s s e t s  (ROA) c a l c u l a t i o n s  f o r  a l l  ba nks  ( fi=25) 

r e s u l t e d  in  a  minimum s c o r e  o f  -0 .4 99% ,  a  maximum s c o r e  o f  3 .984%,  and a 

mean o f  1 .105%.  As ca n  be s e e n  on F i g u r e  4 ,  g roup  1 (mean = 2 . 7 9 6 )  was 

a l m o s t  tw i c e  as  much a s  group  2 (mean = 1 . 0 0 6 ) ,  and f o u r  t i m e s  a s  much as  

gr ou p  3 (mean = 0 . 7 6 4 ) .  Group 1 was above  t h e  mean o f  a l l  g r o u p s ,  w h i l e  

t h e  two o t h e r  g r o u p s  were  be low t h e  mean .
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F igure 3 . Return on Equity vs. Bank

30 

25 

20 

15 

10 

6 

0

Groupings

Group 2 Group
<--Smal I  Gap S i z e  L arge-->

Group

Figure 4 . Return on Assets vs. Bank 
Groupings

j _ _ _ _ _ _  p

165

R eprodu ced  with perm ission  of th e copyright ow ner. Further reproduction prohibited without perm ission .



www.manaraa.com

Figure 5. Resets U t i l i z a t i o n  vs. Bank
Groupings__________________________

Group 1 Group 2 Group 3
<--Smol I  Gap S i z e  L arge-->

Figure 6 . Equity U t i l iz a t io n  vs. Bank
Group i ngs
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2.  S t r a t e g i c  f i n a n c i a l  m e a su r e s  (SFM) i s  a  c o m p o s i t e  o f  AU, Ell, and

LD.

2 . 1 .  A s s e t s  u t i l i z a t i o n  (AU) c a l c u l a t i o n s  o f  banks  (N=24)

r e s u l t e d  in  a minimum s c o r e  o f  1 .340%,  a maximum s c o r e  o f  40 .616%,  and 

mean o f  11.813%.  As ca n  be  se e n  on F i g u r e  5 ,  g r oup  1 (mean = 13 . 50 9 7 )  and 

gro up  2 (mean = 1 2 .3 15 7 )  were above  t h e  mean,  w h i l e  g ro u p  3 (mean =

1 0 .8 9 3 5 )  was be lo w  t h e  mean.

2 . 2 .  E q u i t y  u t i l i z a t i o n  (EU)  c a l c u l a t i o n s  o f  banks  (N=24)

r e s u l t e d  in  a minimum s c o r e  o f  19 .154%,  a maximum s c o r e  o f  524 .81%,  and a 

mean o f  122 .019%.  As can  be se e n  on F ig u r e  6 ,  g ro u p  1 (mean = 1 41 .9 807 )  

and gr oup  2 (mean = 1 38 .1 50 4 )  were  above  t h e  mean ,  w h i l e  gr oup  3 (mean = 

1 0 1 . 9 09 5 )  was be lo w  t h e  mean.

2 . 3 .  Loans t o  d e p o s i t s  (LD) c a l c u l a t i o n s  o f  a l l  bank s  (N=25)

r e s u l t e d  in  a minimum s c o r e  o f  25 .259%,  a maximum s c o r e  o f  122.401%,  and 

a mean o f  65.997%.  As can  be se en  on F ig u r e  7,  g r ou p  1 (mean = 6 0 . 26 1)  

and gr oup  2 (mean = 52 .1 3 9 1)  we re  above  t h e  mean,  w h i l e  gr ou p  3 (mean = 

8 . 9 7 8 8 )  was be lo w t h e  mean.

3.  O p e r a t i n g  f i n a n c i a l  m e a su r e s  (0PFM) i s  a c o m p o s i t e  o f  PM,EM, and

ER.

3 . 1 .  P r o f i t  m ar g in  (PM) c a l c u l a t i o n s  f o r  ba nks  (N=24) r e s u l t e d  

in  a minimum s c o r e  o f  - 5 . 17 8% ,  a maximum sc o r e  o f  50.507%,  and a  mean o f

11 .586%.  As can  be  se e n  on F i g u r e  8 ,  g r oup  1 (mean = 2 1 . 2 2 9 )  was above 

t h e  me an ,  w h i l e  gr oup  2 (mean = 9 . 8 3 7 2 )  and gr oup  3 (mean = 10 . 544 9)  were  

be low  t h e  mean .
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Figure 7 . Loans to Deposits vs. Bank
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3 . 2 .  E q u i t y  m u l t i p l i e r  (EM) c a l c u l a t i o n s  f o r  a l l  b a n k s  (N=25)  

r e s u l t e d  in  a minimum s c o r e  o f  4 .297%,  a maximum s c o r e  o f  17 .230%,  and a 

mean o f  10.647%.  As can  be se e n  on F ig u r e  9 ,  g r ou p  1 (mean = 1 0 . 9 4 8 )  and 

gr oup  2 (mean = 10 .8 6 46 )  were  above  t h e  mean ,  w h i l e  group  3 {mean = 

10 .3 8 93 )  was be lo w  t h e  mean .

3 . 3 .  E x p e n d i t u r e  t o  n e t  income ( E l )  c a l c u l a t i o n s  f o r  bank s  

(N=24)  r e s u l t e d  in  a minimum s c o r e  o f  0 .98%,  a maximum s c o r e  o f  48 .075%,  

and a mean o f  14 .7653%.  As can  be see n  on F i g u r e  10 ,  g ro up  1 (mean = 

4 . 35 3 3 )  was be low  t h e  mean ,  w h i l e  group  2 (mean = 1 3 .6 15 1)  and  grou p  3 

(mean = 1 8 . 6 50 5 )  wer e  above  t h e  mean .

C o r r e l a t i o n s  be tw ee n  t h e  d e p e n d e n t  v a r i a b l e s  among e ac h  o t h e r  ( e i g h t  

f i n a n c i a l  p e r f o r m a n c e  m e a s u r e s )  r e v e a l  t h e  f o l l o w i n g :

1 .  An i n c r e a s e  in  ROE i s  ac companied  by  an i n c r e a s e  in  ROA.

2 .  An i n c r e a s e  in  a s s e t s  u t i l i z a t i o n  i s  acc om pa nie d  by  an i n c r e a s e

in  EU.

3 .  An i n c r e a s e  in  p r o f i t  ma rg in  i s  acc om pa nie d  by  a d e c r e a s e  in  

e x p e n d i t u r e s  t o  n e t  incom e.

4 .  An i n c r e a s e  in  ROE i s  accompanied  by an i n c r e a s e  in p r o f i t

m a r g in .

5.  An i n c r e a s e  in  ROE i s  accompanied  by a d e c r e a s e  in  e x p e n d i t u r e s  

t o  n e t  income.

6 .  An i n c r e a s e  in  ROA i s  accompanied  by  an i n c r e a s e  in  p r o f i t

m a r g in .

7 .  An i n c r e a s e  in  ROA i s  accompanied  by a d e c r e a s e  in  e x p e n d i t u r e s  

t o  n e t  income.
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Figure 9 .  Equity M u l t ip l i e r  vs. Bank
G roupings_________________________
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F igure 10. Expenditure to Net Income 
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The s i g n i f i c a n t  c o r r e l a t i o n s  a r e  in  harmony w i t h  th e  "Du Po nt "  

(Weston  and  Br igham 1 98 1: 1 5 2- 1 54 )  sys te m  o f  f i n a n c i a l  a n a l y s i s ,  and  

S i n k e y ' s  ( 1 9 8 4 : 1 9 8 - 2 3 0 )  "D e c om p o s i t io n  a n a l y s i s . "  The non s i g n i f i c a n t  

c o r r e l a t i o n s  imply  a p ro ble m in  t h e  ba nk s  f i n a n c i a l  p o r t f o l i o  manag eme nt ,  

two o f  them a r e  o f  a  m a j o r  c o n c e r n :

1.  No s i g n i f i c a n t  c o r r e l a t i o n s  e x i s t e d  b e t w e e n  LD and  o t h e r  

d e p e n d e n t  v a r i a b l e s ,  which  i m p l i e s  t h a t  more a t t e n t i o n  f rom t o p  ma na ge rs  

s h o u l d  be  g i v e n  t o  t h a t  v a r i a b l e .  H e n c e ,  a l o g i c a l  s i g n i f i c a n t  

c o r r e l a t i o n  would  have  been a  d e c r e a s e  in LD acco mpa nie d  by an i n c r e a s e  

in  ROE.

2 .  No s i g n i f i c a n t  c o r r e l a t i o n s  e x i s t e d  b e t w e e n  EM and  o t h e r  

d e p e n d e n t  v a r i a b l e s ,  which i m p l i e s  t h a t  most  o f  t h e  f i r m s  a r e  le v e r a g e d  

in  t h e  same ma nn e r .  Hen ce ,  a l o g i c a l  s i g n i f i c a n t  c o r r e l a t i o n  would  have  

b e e n ,  an  i n c r e a s e  in  EM i s  a c c o m p a n i e d  by  an  i n c r e a s e  i n  ROE.  

C o r r e l a t i o n s  be tween  t h e  I V 's  and DV's r e v e a l  t h e  f o l l o w i n g :

a .  An i n c r e a s e  i n  a g g r e s s i v e n e s s  o f  s t r a t e g y  r e s u l t s  in

h i g h e r  ROE, h i g h e r  ROA, h i g h e r  p r o f i t  m a r g i n ,  and  lo w er  e x p e n d i t u r e s  to  

n e t  in co me .

b .  An i n c r e a s e  in  op e n n e s s  o f  c a p a b i l i t y  r e s u l t s  in  h i g h e r

ROE, h i g h e r  ROA, h i g h e r  e q u i t y  u t i l i z a t i o n ,  and  lo w e r  l o a n s  to  d e p o s i t s .

c .  No s i g n i f i c a n t  c o r r e l a t i o n s  e x i s t e d  be tween  l e v e l  o f

e n v i r o n m e n t a l  t u r b u l e n c e ,  and any  o f  t h e  DV's .  The r e a s o n  f o r  t h i s  may be 

due  t o  t h e  f a c t  t h a t  a l t h o u g h  some o f  t h e  r e s p o n d e n t s '  p e r c e p t i o n s  o f  t h e  

l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e  was c l o s e  o r  eq u a l  t o  t h e  0 0 ' s  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  t h e  r e a l i t y  o f  t h e i r  a g g r e s s i v e n e s s  o f
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s t r a t e g y ,  and  o p e n n e s s  o f  c a p a b i l i t y  d id  no t  match  t h e i r  p e r c e p t i o n s  o f  

t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e .  I t  was i n t e r e s t i n g  t o  n o t e  t h a t  

among some o f  t h e  p o o r  p e r f o r m e r s ,  t h e  p e r c e p t i o n s  o f  th e  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e  were  a c c u r a t e ,  b u t  n o t  r e f l e c t e d  i n  t h e i r  

f i n a n c i a l  p e r f o r m a n c e .

The  s t r a t e g i c  b e h a v i o r  r e s u l t i n g  in  a b a l a n c e  be tween  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f

c a p a b i l i t y  in  gr o up  1 b a n k s ,  was ac com panied  by h i gh  o v e r a l l  f i n a n c i a l  

p e r f o r m a n c e .

The s t r a t e g i c  b e h a v i o r  r e s u l t i n g  in  a medium gap be tween  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f

c a p a b i l i t y  i n  g ro up  2 b a n k s ,  was accompanied  by  m o d e r a te  t o  low f i n a n c i a l  

p e r f o r m a n c e .

The s t r a t e g i c  b e h a v i o r  r e s u l t i n g  in  a l a r g e  gap be tween  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f

c a p a b i l i t y  in  gr oup  3 banks  were  ac companied  by low p e r f o r m a n c e .  F u r t h e r  

mo re ,  i t  seems t h a t  good o v e r a l l  f i n a n c i a l  pe r f or m a n ce  o c c u r s  when t h e  

s t r a t e g i c  f i n a n c i a l  p e r f o rm a n c e  and t h e  o p e r a t i n g  f i n a n c i a l  pe r f or m a nc e  

a r e  b o th  go od .

The abo ve  f i n d i n g s  a l l o w  t h e  f o l l o w i n g  c a t e g o r i z a t i o n :

1.  Opt imum f i n a n c i a l  p e r f o r m a n c e  r e s u l t s  when LET, AS, and  OC match  

e a c h  o t h e r ,  and ma tc h  t h e  a c t u a l  l e v e l s  o f  e n v i r o n m e n ta l  t u r b u l e n c e .

2 .  The se con d b e s t  f i n a n c i a l  p e r f or m an c e  o c c u r s  when AS, and OC

ma tc h  e a c h  o t h e r ,  b u t  t h e y  a r e  n o t  c o n s i s t e n t  w i t h  t h e  a c t u a l  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e  ( t h e  b e s t  o f  t h e  w o r s t  s i t u a t i o n ) .
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3.  The w o r s t  s i t u a t i o n  o c c u r s  when t h e r e  i s  a  t o t a l  mism atch  

be tw ee n  LET, AS, GC, and  a c t u a l  e n v i r o n m e n ta l  t u r b u l e n c e .

Data  a n a l y s i s  f o r  q u e s t i o n  s i x  pr o v id e d  i n s i g h t s  i n t o  th e  l i n e a r  

r e l a t i o n s h i p s  among v a r i a b l e s .  F in d i n g s  f rom t h e  a n a l y s i s  a r e  summar ized 

a s  f o l l o w s :

1.  T h e r e  w a s  a p o s i t i v e  c o r r e l a t i o n  b e t w e e n  ROE and  t o p

m a n a g e m e n t ' s  p e r c e p t i o n s  o f  c h a n g e s  in  t e r m s  o f  d e c i s i o n  m a k i r .g ,  

t e c h n o l o g i c a l  c h a n g e s ,  s t r a t e g i c  i s s u e s ,  c o g n i t i o n  o f  i s s u e s ,  

a g g r e s s i v e n e s s  o f  i n n o v a t i o n  s t r a t e g y ,  r e s p o n s i v e n e s s  t o  c u s t o m e r s ,  

m a r k e t  d e v e l o p m e n t ,  a g g r e s s i v e n e s s  o f  m a r k e t i n g  s t r a t e g y ,  s a l e s  

a g g r e s s i v e n e s s ,  r e s p o n s i v e n e s s  t o  c o m p e t i t i o n ,  p r o m o t i o n / a d v e r t i s i n g , 

r o l e  o f  m a r k e t i n g  d e p a r t m e n t ,  m a n a g e rs '  p r o f i l e s ,  r i s k  p r o p e n s i t y ,  model 

o f  s u c c e s s ,  management c l i m a t e  p r o f i l e s ,  a t t i t u d e  toward  c h a n g e ,  an d  

management c o m p e t e n c e .

2 .  T h e r e  was  a n e g a t i v e  c o r r e l a t i o n  be tw ee n  ROE and o b s e r v e r ' s

e n v i r o n m e n t  l e s s  s t r a t e g y  g a p ,  o b s e r v e r ' s  e nv i r o n m e n t  l e s s  c a p a b i l i t y  

g a p ,  o b s e r v e r ' s  g a p ,  and  t o t a l  g a p .

3 .  T h e r e  w a s  a p o s i t i v e  c o r r e l a t i o n  b e t w e e n  ROA and  t o p

m a n a g e m e n t ' s  p e r c e p t i o n s  o f  s t r a t e g i c  i s s u e s ,  a g g r e s s i v e n e s s  o f  

i n n o v a t i o n  s t r a t e g y ,  a g g r e s s i v e n e s s  o f  m a r k e t i n g  s t r a t e g y ,  s a l e s  

a g g r e s s i v e n e s s ,  p r o m o t i o n /  a d v e r t i s i n g ,  r o l e  o f  m a r k e t i n g  d e p a r t m e n t ,  and  

management com pet en ce  p r o f i l e s .

4 .  T h e r e  was  a  n e g a t i v e  c o r r e l a t i o n  be t we en  ROA and o b s e r v e r ' s

e n v i r o n m e n t  l e s s  s t r a t e g y  g a p ,  o b s e r v e r ' s  en v i r o n m e n t  l e s s  c a p a b i l i t y  

g a p ,  o b s e r v e r ' s  g a p ,  and  t o t a l  g a p .
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5.  There  was a  n e g a t i v e  c o r r e l a t i o n  be twe en  l o a n s  t o  d e p o s i t s ,  and 

t o p  m an a g e m e nt ' s  p e r c e p t i o n s  o f  s i g n i f i c a n t  i s s u e s ,  a g g r e s s i v e n e s s  o f  

m a r k e t i n g  s t r a t e g y ,  m a rk e t  s h a r e ,  management c l i m a t e  p r o f i l e s ,  ch an ge  

t r i g g e r ,  and  prob le m s o l v i n g  p r o c e s s .

6 .  The re  was a p o s i t i v e  c o r r e l a t i o n  be tw ee n  l o a n s  t o  d e p o s i t s  and 

o b s e r v e r ' s  en v i r o n m e n t  l e s s  s t r a t e g y  g a p ,  o b s e r v e r ' s  e n v i r o n m e n t  l e s s  

c a p a b i l i t y  g a p ,  o b s e r v e r ' s  g a p ,  and t o t a l  g ap .

7 .  There  was a p o s i t i v e  c o r r e l a t i o n  be tw ee n  a s s e t s  u t i l i z a t i o n  and 

t o p  m an a ge m e n t ' s  p e r c e p t i o n s  o f  t h e  i n f o r m a t i o n  s y s t e m .

8 .  Th er e  was a p o s i t i v e  c o r r e l a t i o n  be tw ee n  e q u i t y  u t i l i z a t i o n  and  

t o p  m an a ge m e nt ' s  p e r c e p t i o n s  o f  m a n a g e r s '  p r o f i l e s ,  model  o f  s u c c e s s ,  and 

i n i t i a t i v e .

9 .  The re  was a p o s i t i v e  c o r r e l a t i o n  be tw ee n  p r o f i t  m a rg in  and t o p  

m a na ge m e nt ' s  p e r c e p t i o n s  o f  a g g r e s s i v e n e s s  o f  i n n o v a t i o n  s t r a t e g y ,  

r e s p o n s i v e n e s s  t o  c u s t o m e r s ,  a g g r e s s i v e n e s s  o f  m a r k e t i n g  s t r a t e g y ,  

p r o m o t i o n /  a d v e r t i s i n g ,  and s t r a t e g y  l e s s  c a p a b i l i t y  g a p .

10.  The re  was a n e g a t i v e  c o r r e l a t i o n  be tw ee n  p r o f i t  ma rg in  and  t o p  

m a n a g e m e nt ' s  p e r c e p t i o n  o f  r e t a i l  b a n k i n g ,  c a p a b i l i t y  l e s s  s t r a t e g y  g ap ,  

and o b s e r v e r ' s  en v i r o n m e n t  l e s s  s t r a t e g y  g a p .

11.  There  was a p o s i t i v e  c o r r e l a t i o n  Detween e q u i t y  m u l t i p l i e r  and 

t o p  ma na ge m e n t ' s  p e r c e p t i o n  o f  model o f  s u c c e s s ,  s t r a t e g i c  b u s i n e s s  

a r e a s ,  a s s e t s  ba se d  b a n k i n g ,  and i n t e r n a t i o n a l  g ro u p  b a n k i n g .

All  o f  th e  s i g n i f i c a n t  c o r r e l a t i o n s  w i t h  no e x c e p t i o n s ,  e m ph as i ze d  

e i t h e r  a p o s i t i v e  o r  a n e g a t i v e  c o r r e l a t i o n  ( a s  deemed a p p r o p r i a t e  f o r  

e ac h  p a r t i c u l a r  f i n a n c i a l  m e a s u r e ) .
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T h is  in  t u r n  s t r e s s e d  t h e  f a c t  t h a t  in  a t u r b u l e n t  e n v i r o n m e n t ,  an 

i n c r e a s e  in  t h e  in d e p e n d e n t  v a r i a b l e s ,  e l e m e n t s ,  and  s u b - e l e m e n t s  i s  

s i g n i f i c a n t l y  a c co m pa nie d  by a b e t t e r  f i n a n c i a l  p e r f o r m a n c e .

The  a b o v e  e m p h a s i z e s  t h a t  a l l  c o r r e l a t i o n s  were  in  t h e  r i g h t  

d i r e c t i o n  in  a c c o r d a n c e  w i t h  t h e  s t i p u l a t i o n s  o f  t h i s  s t u d y .  For  ex a m p le ,  

a d e c r e a s e  in  t h e  t o t a l  gap  i s  n e g a t i v e l y  c o r r e l a t e d  w i t h  an i n c r e a s e  in  

r e t u r n  on e q u i t y .

Based  on t h e  "R ate  o f  S i g n i f i c a n c e "  (ROS) ,  t h e  h i g h e r  t h e  ROS, t h e  

more l i n e a r  a s s o c i a t i o n s  f o u n d .  ROS i s  computed  a c c o r d i n g  t o  t h e  fo r m u la :

ROS = S i g n i f i c a n t  c o r r e l a t i o n s  X 100 = %
To ta l  c o r r e l a t i o n s

t h e  f o l l o w i n g  o r d e r  o f  c o r r e l a t i o n s  was m a n i f e s t e d .  The h i g h e s t  was 

b e t w ee n  t h e  i n t e r v e n i n g  v a r i a b l e s  and  t h e  d e p e n d e n t  v a r i a b l e s  ( 4 0 % ) ,  

w h i l e  t h e  l o w e s t  was b e t w ee n  t h e  m o d e r a t i n g  v a r i a b l e s  and  t h e  d ep en d e n t  

v a r i a b l e s  (7 .4 1 % ) .  The s e c o n d  h i g h e s t  was  b e t w e e n  t h e  i n d e p e n d e n t  

v a r i a b l e s  and t h e  d e p e n d e n t  v a r i a b l e s  (3 3 .3 3 % ) .  The t h i r d  h i g h e s t  was 

be tw e e n  t h e  e l e m e n t s  and  t h e  d e p e n d e n t  v a r i a b l e s  (25%) .  The seco nd lo w e s t  

was be tw ee n  t h e  s u b - e l e m e n t s  and t h e  d e p e n d e n t  v a r i a b l e s  ( 1 1 .2 6 % ) .

D e d u c t i v e  r e a s o n i n g  a l l o w s  t h e  c a t e g o r i z a t i o n  o f  a l l  t h e  t e s t e d  

v a r i a b l e s ,  ba se d  on t h e  abo ve  p e r c e n t a g e s ,  in  a man ner  which  e x p l a i n s  t h e  

l i n e a r  a s s o c i a t i o n s  in  t h e  f o l l o w i n g  r a n k  o r d e r :

1 .  I n t e r v e n i n g  v a r i a b l e s .

2 .  I n d e p e n d e n t  v a r i a b l e s .

3 .  E le m e n ts .

4 .  S u b - e l e m e n t s .

5 .  M o de ra t i n g  v a r i a b l e s .
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Th is  f i n d i n g ,  i n  t h e  r e s e a r c h e r ' s  o p i n i o n ,  i s  r a t h e r  l o g i c a l  due  t o  

t h e  f a c t  t h a t  t h e  i n t e r v e n i n g  v a r i a b l e s  c o n s i s t  o f  tw o o r  more  

in d e p e n d e n t  v a r i a b l e s ,  w h i l e  t h e  i n d e p e n d e n t  v a r i a b l e s  a r e  composed o f  

e l e m e n t s .  F u r t h e r m o r e ,  e l e m e n t s  a r e  c o n s t i t u t e d  o f  s u b - e l e m e n t s .  The 

m o d e r a t i n g  v a r i a b l e s ,  whic h  a r e  s e c o n d a r y  i n d e p e n d e n t  v a r i a b l e s ,  had  t h e  

l e a s t  s i g n i f i c a n t  c o r r e l a t i o n s .  T h e r e f o r e ,  i t  was fo un d  t h a t  t h e  h i g h e r  

t h e  o r d e r  o f  t h e  v a r i a b l e ,  t h e  h i g h e r  t h e  s i g n i f i c a n c e  o f  t h e  c o r r e l a t i o n  

a s s o c i a t e d  w i t h  i t .

The  s i g n i f i c a n t  c o r r e l a t i o n s  a r e  in  harmony w i t h  e a c h  o t h e r .  In 

o t h e r . w o r d s  t h e y  co mplem ent  e a c h  o t h e r .  T h e r e f o r e ,  a t t e n t i o n  t o  a l l  t h e  

v a r i a b l e s  i s  i m p o r t a n t .

I t  i s  i m p o r t a n t  t o  n o t e  t h a t  f r om  a l l  o f  t h e  c o r r e l a t i o n s ,  1

i n d e p e n d e n t  v a r i a b l e  o u t  o f  3 ,  I  e l e m e n t  o u t  o f  8 ,  12 s u b - e l e m e n t s  o u t  o f  

2 9 ,  and  3 m o d e r a t i n g  v a r i a b l e s  o u t  o f  6 ,  d i d  n o t  show any  s i g n i f i c a n t  

c o r r e l a t i o n  w i t h  any o f  t h e  d e p e n d e n t  v a r i a b l e s .  The p r o b a b l e  r e a s o n s :

1. S i m i l a r i t i e s  o f  r e s p o n s e s  f o r  e ac h  v a r i a b l e .

2 .  The  d e p e n d e n t  v a r i a b l e s  a r e  n o t  t h e  o n l y  f i n a n c i a l  m e a s ur e s

which  m e a s u r e s  p e r f o r m a n c e .  For  e x a m p le ,  v a r i a b i l i t y  in  ROE was  n o t  

o b t a i n e d  b e c a u s e  t h e  a v a i l a b l e  f i n a n c i a l  d a t a  was f o r  t h e  two most r e c e n t  

y e a r s .

3 .  T h e r e  a r e  m e a s u r e s  w h i c h  c o u l d  n o t  be a b s t r a c t e d  f rom t h e

f i n a n c i a l  s t a t e m e n t s ,  such  a s  " r e t u r n  on i n v e s t m e n t  in  s t r a t e g y . "  (See 

A ns of f  1 9 79 :3 6 - 46  and 19 84 :5 2 - 5 6 )

F u r t h e r m o r e ,  a l l  o f  t h e  i n t e r v e n i n g  v a l u a b l e s  c o r r e l a t e d  w i t h  s i x  o f  

t h e  d e p e n d e n t  v a l u a b l e s ,  which  was t h e  h i g h e s t  ROS. T h u s ,  t h e
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i n t e r v e n i n g  v a r i a b l e s  e x p l a i n  more o f  t h e  n a t u r e ,  and  d i r e c t i o n  o f  

r e l a t i o n s h i p s .

One way a n a l y s i s  o f  v a r i a n c e  was used  f o r  q u e s t i o n  7 to  d e t e r m i n e  

t h e  d i f f e r e n c e  be tw ee n  t h e  t h r e e  g r o u p s .  The r e s u l t s  were  a s  f o l l o w s :

1 .  In  t e r m s  o f  TM 's  p e r c e p t i o n  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  

t u r b u l e n c e ,  g rou p  1 was s i g n i f i c a n t l y  d i f f e r e n t  f rom gr oup  2 and group  3 .  

Group 2 and  gr ou p  3 were  n o t  s i g n i f i c a n t l y  d i f f e r e n t .

2 .  TM's p e r c e p t i o n  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  r e s u l t e d  in  

t h e  t h r e e  g ro u p s  b e i n g  s i g n i f i c a n t l y  d i f f e r e n t  f rom e a c h  o t h e r .

3 .  The t h r e e  g r o u p s  wer e  s i g n i f i c a n t l y  d i f f e r e n t  f rom e ac h  o t h e r  in  

te r m s  o f  TM's p e r c e p t i o n  o f  o p e n n e s s  o f  c a p a b i l i t y .

4 .  Group 1 was s i g n i f i c a n t l y  d i f f e r e n t  f rom gr oup  2 and grou p  3 in

te r m s  o f  ROE. Group 2 and gr o up  3 were  n o t  s i g n i f i c a n t l y  d i f f e r e n t .

5 .  Group 1 was s i g n i f i c a n t l y  d i f f e r e n t  f rom gr ou p  2 and group  3 in

te r m s  o f  ROA. Group 2 and gr oup  3 were  n o t  s i g n i f i c a n t l y  d i f f e r e n t .

The f i n d i n g s  a l l o w  t h e  s t u d y  t o  a c c e p t  t h e  two h y p o t h e s i s  which

w e r e :

H y p o t h e s i s  1 : Optimum o v e r a l l  f i n a n c i a l  pe r f o r m a n c e  w i l l  o c c u r  when
l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and
o p e n n e s s  o f  c a p a b i l i t y  matc h  e a c h  o t h e r .

H y p o t h e s i s  2 : Banks which  a r e  n o t  s t r a t e g i c a l l y  myopic  w i l l  p r e fo rm
b e t t e r  th a n  ba nk s  which  a r e  s t r a t e g i c a l l y  my op ic .

Based  on t h e  abov e  oneway a n a l y s i s  o f  v a r i a n c e ,  F i g u r e  11 p r o v i d e s  

an i l l u s t r a t i o n  o f  b o t h  h y p o t h e s i s  a s  t h e y  r e l a t e  t o  ROE and  t h e  

s t r a t e g i c  p o s t u r e  o f  bank  g r o u p i n g s .  As c ou ld  be s e e n  on F ig u r e  11, th e  

v e r t i c a l  a x i s  i n d i c a t e s  t h e  p e r c e n t a g e  o f  t h e  r e t u r n  on e q u i t y ,  w h i l e  th e  

h o r i z o n t a l  a x i s  r e p r e s e n t s  t h e  t u r b u l e n c e  s c a l e .  I t  i s  e v i d e n t  on th e
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f i g u r e  t h a t  Group 1 has  t h e  s m a l l e s t  ga p ,  Group 2 has  a medium g a p ,  and 

Group 3 has  t h e  l a r g e s t  ga p .

The s o l i d  v e r t i c a l  l i n e  i s  t h e  mean o f  t h e  0 0 ' s  p e r c e p t i o n  o f  t h e  

e n v i r o n m e n t .  The t h i n ,  s i n g l e  l i n e  r e p r e s e n t s  t h e  mean o f  e a c h  o f  t h e  

t h r e e  g r o u p ' s  t o p  m a n a ge rs  p e r c e p t i o n s  o f  e n v i r o n m e n t a l  t u r b u l e n c e .  The 

t h i n  d o u b l e ,  l i n e  r e p r e s e n t s  t h e  mean o f  e ac h  o f  t h e  t h r e e  g r o u p ' s  

a g g r e s s i v e n e s s  o f  s t r a t e g y .  F i n a l l y ,  t h e  t h i c k  do u b le  l i n e  r e p r e s e n t s  t h e  

mean o f  e a c h  o f  t h e  t h r e e  g r o u p ' s  o p e nn e ss  o f  c a p a b i l i t y .

F i g u r e  11 d e m o n s t r a t e s  two t h i n g s .  F i r s t ,  Group 1 ha s  t h e  s m a l l e s t  

gap  and  s i g n i f i c a n t l y  o u t - p e r f o r m e d  t h e  o t h e r  two g r o u p s ,  t h e r e f o r e  t h e  

f i r s t  h y p o t h e s i s  i s  v a l i d .  S e c o n d ,  Grou p  l ' s  p e r c e p t i o n  o f  t h e  

e n v i r o n m e n t  i s  c l o s e r  th a n  t h e  o t h e r  two g r o u p s ,  which means Group 2 and 

Group 3 a r e  s t r a t e g i c a l l y  m yo p ic ,  t h e r e f o r e ,  t h e  secon d  h y p o t h e s i s  i s  

v a l i d .  The same r e s u l t  was m a n i f e s t e d  in tenms o f  ROA a s  w e l l .

For  t h e  r e m a in i n g  s i x  f i n a n c i a l  pe r f or m a n ce  me as u re s  t h e  f i n d i n g s  

i n d i c a t e  t h a t  t h e y  were n o t  s i g n i f i c a n t l y  d i f f e r e n t .  Tha t  was due  t o  

t h r e e  r e a s o n s :

1 .  These  m e a su r e s  a r e  lo w e r  m e as ur es  a s  compared t o  ROE f i r s t l y ,  

and ROA s e c o n d l y .  For  e x a m p le ,  ROE = ROA x EM, and ROA = PM x AU.

t .  The d e g r e e  o f  d i s p e r s i o n  o f  t h e  r e m a i n i n g  s i x  f i n a n c i a l  

m e a s u r e s ,  a s  a  f u n c t i o n  o f  t h e  g r o u p i n g s ,  i s  r e l a t i v e l y  h i g h .

3 .  A n s o f f ' s  model  o f  s t r a t e g i c  p o s t u r e  a n a l y s i s  i s  sup pl e m e n te d  by 

m e a su r e s  o f  f i n a n c i a l  p e r f o r m a n c e ,  which  were n o t  o b t a i n a b l e  due  t o  t h e  

s t r u c t u r e  o f  t h e  b a l a n c e  s h e e t s  and t h e  income s t a t e m e n t s .  Re turn  on 

e q u i t y  an d  r e t u r n  on a s s e t s  a r e  t h e  c l o s e s t  r a t i o s  t o  A n s o f f ' s  

( 1 9 8 4 : 5 2 - 5 6 )  f i n a n c i a l  m e a s u r e s .
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T h e r e f o r e ,  t h e  r e t u r n  on e q u i t y  and r e t u r n  on a s s e t s  a r e  t h e  b e s t  

a v a i l a b l e  m e a su r e s  f o r  t h e  s t r a t e g i c  p o s t u r e ,  w h i l e  t h e  r e m a in i n g  s i x  do 

n o t  a p p e a r  t o  b e .

A d d i t i o n a l  F in d i n g s

The a d d i t i o n a l  f i n d i n g s  r e s u l t a n t  f rom a d d i t i o n a l  d a t a  a n a l y s i s  f o r  

q u e s t i o n  7 p r o v id e d  i n s i g h t s  i n t o  t h e  common and s e p a r a t e  i n f l u e n c e s  o f  

t h r e e  i n d e p e n d e n t  v a r i a b l e s  ( l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  

a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f  c a p a b i l i t y )  on e a c h  o f  t h e  

e i g h t  d e p e n d e n t  v a r i a b l e s ,  m u l t i p l e  r e g r e s s i o n  was u se d  f o r  t h e  a n a l y s i s .  

The f i n d i n g s  were a s  f o l l o w s :

When l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  

and op e n n e s s  o f  c a p a b i l i t y  a r e  i n c l u d e d  i n  t h e  m u l t i p l e  r e g r e s s i o n  

e q u a t i o n  t h e y  seem t o  be v e r y  good p r e d i c t o r s  o f  ROE. A g g r e s s i v e n e s s  o f  

s t r a t e g y  seems t o  be  t h e  m o s t  i m p o r t a n t ,  f o l l o w e d  by  o p e n n e s s  o f  

c a p a b i l i t y  and  t h e  l e a s t  i m p o r t a n t  b e in g  t h e  l e v e l  o f  e n v i r o n m e n ta l  

t u r b u l e n c e .

C o n c e r n i n g  ROA, a s s e t s  u t i l i z a t i o n ,  e q u i t y  u t i l i z a t i o n ,  lo a n s  to  

d e p o s i t s ,  p r o f i t  m a r g i n ,  e q u i t y  m u l t i p l i e r ,  and  e x p e n d i t u r e s  t o  n e t  

i n c o m e ,  t h e  r e s u l t s  se e m t o  be  u n r e l i a b l e ,  b e c a u s e  v i o l a t i o n s  o f  

r e g r e s s i o n  a s s u m p t i o n s  o c c u r r e d .  The d a t a  was  s u c h  t h a t  e v e n  a f t e r  

v a r i o u s  d a t a  t r a n s f o r m a t i o n s ,  i t  was non- no rmal  and v a r i a n c e s  were  n o t  

c o n s i s t e n t .
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Major  F i n d i n g s

The f o l l o w i n g  a r e  t h e  m a jo r  f i n d i n g s  r e s u l t a n t  f rom t h i s  s t u d y :

1 . Optimum o v e r a l l  f i n a n c i a l  p e r f o r m a n c e  o c c u r r e d  when l e v e l s  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f  

c a p a b i l i t y  ma tch  e a c h  o t h e r .

2 .  Ban ks  which  were  n o t  s t r a t e g i c a l l y  myopic  o u t p e r f o r m e d  ba nks  

wh ic h  were  s t r a t e g i c a l l y  m y o p ic .

3 .  The  s m a l l e r  an y  o f  t h e  f i v e  s t r a t e g i c  g a p s ,  t h e  b e t t e r  t h e  

f i n a n c i a l  p e r f o r m a n c e .

4 .  Banks which  were  n o t  p e r c e p t i v e  o f  t h e  actual e n v i r o n m e n t ,  and 

d i d  n o t  have  t h e  n e c e s s a r y  s t r a t e g y  t o  r e s p o n d  t o  t h e  e n v i r o n m e n t  o r  t h e  

c a p a b i l i t y  t o  s u p p o r t  s u c h  s t r a t e g y ,  b u t  were  c o n s i s t e n t  in  t h e i r  

percep tions o f  t h e i r  a g g r e s s i v e n e s s  o f  s t r a t e g y  an d  o p e n n e s s  o f  

c a p a b i l i t y  ( s m a l l  " s t r a t e g y - c a p a b i l i t y  g a p 11) ,  were  b e t t e r  p e r f o r m e r s  t h a n  

b a n k s  in t h e  same g r o u p i n g  whic h  were  i n c o n s i s t e n t  ( l a r g e  " s t r a t e g y -  

c a p a b i l i t y  g a p " ) .  T hi s  c o u ld  be r e f e r r e d  t o  a s  t h e  " b e s t  o f  t h e  w o r s t " .

5 .  L e v e ls  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  

and o p e n n e ss  o f  c a p a b i l i t y  a r e  v e r y  good p r e d i c t o r s  o f  r e t u r n  on e q u i t y .

6 .  O u t s i d e  o b s e r v e r s  a r e  e x c e l l e n t  s o u r c e s  o f  s t r a t e g i c  i n f o r m a t i o n  

r e g a r d i n g  t h e  a s s e s s m e n t  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e .

7 .  For  t h e  p u rp o s e  o f  t h e  s t u d y ,  t h e  r e l i a b i l i t y  and t h e  v a l i d i t y  

o f  t h e  i n s t r u m e n t  were  s u f f i c i e n t .

The above  f i n d i n g s  s t r o n g l y  s u p p o r t  t h e  main t h r u s t  o f  t h i s  s t u d y  

wh ich  i s  t h e  p r a c t i c a l  a p p l i c a b i l i t y  o f  A n s o f f ' s  t h e o r y  o f  S t r a t e g i c  

Management .  E vi de nc e  o f  t h i s  s u p p o r t  i s  d e m o n s t r a t e d  in  two w ay s :  l i n e a r  

a s s o c i a t i o n s ,  and c e n t r a l  t e n d e n c i e s .  Both ways  complement  e a c h  o t h e r ,  
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w h i c h  ir.  t u r n  p r o v i d e s  a  b e t t e r  u n d e r s t a n d i n g  o f  t h e  n a t u r e  o f  

r e l a t i o n s h i p s  among v a r i a b l e s .

E v a l u a t i o n  o f  t h e  R e se a r c h

The s t r e n g t h s  o f  t h i s  r e s e a r c h  a r e  as  f o l l o w s :

1.  The d a t a  i s  f i r s t  hand  f rom TM's and 0 0 ' s ,  who a r e  on l o c a t i o n  

i n  UAE, and t h u s  r e p r e s e n t  t h e  mos t  a c c u r a t e  p i c t u r e  a v a i l a b l e  o f  t h a t  

i n d u s t r y .

2 .  A l a r g e  p o r t i o n  o f  t h e  p o p u l a t i o n  o f  banks was i n t e r v i e w e d ,  71% 

o f  ba nks  in  Abu D h a b i ,  which  r e p r e s e n t s  51% o f  banks  in  Un i te d  Arab  

E m i r a t e s .

3 .  The e x a m i n a t i o n  o f  o r i g i n ,  n a t u r e ,  method ,  and l i m i t a t i o n s  o f  

t h i s  s t u d y ,  p r o v i d e s  a  s o l i d  b a ck gro un d f o r  f u t u r e  s t u d i e s ,  and  a s  

a c c u r a t e  o f  a p i c t u r e  a s  p o s s i b l e  w i t h i n  th e  l i m i t a t i o n s  o f  t h e  s t u d y .

4 .  As a r e s u l t  o f  t h i s  s t u d y ,  p r a c t i t i o n e r s  o f  management can  a p p l y  

" s t r a t e g i c  p o s t u r e  a n a l y s i s . "

The l i m i t a t i o n s  o f  t h i s  s t u d y  a r e  as  f o l l o w s :

1.  The d a t a  i s  l i m i t e d  t o  t h e  p e r c e p t i o n s  o f  t h e  r e s p o n d e n t s .

2 .  The a v a i l a b l e  f i n a n c i a l  d a t a  was o b t a i n e d  f o r  two y e a r s  o n l y .  I f  

f i n a n c i a l  d a t a  was o b t a i n e d  f o r  t h r e e  y e a r s  or  more ,  t h e n  f i n a n c i a l  

a n a l y s i s  would ha ve  been  used  in  a manner  which  a l l o w s  t h e  e x a m i n a t i o n  o f  

r i s k  ( v a r i a b i l i t y  o f  r e t u r n  on e q u i t y ) .  F u r t h e r  more , t h e  d e f i n i t i o n s  o f  

o v e r a l l ,  s t r a t e g i c ,  and o p e r a t i n g  f i n a n c i a l  mea sur es  would c ha nge  some 

w h a t .  N e v e r t h e l e s s ,  t h e  c u r r e n t  a n a l y s i s  a r e  a very  good b a se  f o r  f u r t h e r  

r e s e a r c h .
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3.  A n s o f f ' s  t h e o r e t i c a l  model o f  s t r a t e g i c  p o s t u r e  a n a l y s i s  was 

d e v e l o p e d  a few  y e a r s  a g o ,  t h e  mode l  p r o v i d e s  " s t a t e  o f  t h e  a r t  

t e c h n o l o g y "  f o r  p l a n n i n g  t h e  f i r m ' s  f u t u r e .  To complement  t h a t  mo de l ,  

A n so f f  ( 1 9 8 4 :5 2 - 5 6 )  d e v e l o p e d  s p e c i f i c  and fundamenta l  key m e a su r e s  f o r  

e s t i m a t i n g  t h e  " s t r a t e g i c  i n v e s t m e n t  r a t i o s "  and th e  " c r i t i c a l  mass and 

b u d g e t  mix"  ( A n s o f f  1 9 7 9 :3 6 - 4 6 )  o f  an o r g a n i z a t i o n .  U n f o r t u n a t e l y ,  t h e

p r e s e n t  s t u d y  was n o t  a b l e  t o  p e r f o r m  such  a n a l y s i s  be ca us e  t h e  p u b l i s h e d  

f i n a n c i a l  s t a t e m e n t s  d id  n o t  p r o v id e  them .

4 .  S in c e  t h i s  a p p e a r s  t o  be t h e  o n l y  s tu d y  in t h i s  a r e a ,  i t  i s

p o s s i b l e  t h a t  t h e r e  may be  s u b t l e t i e s  w h ic h  t h e  r e s e a r c h e r  h a s  

o v e r l o o k e d .

Co n e ! u s i o n s

T hi s  s e c t i o n  o f  t h e  c h a p t e r  p r e s e n t s  th e  c o n c l u s i o n s  o f  t h i s  s t u d y .  

The c o n c l u s i o n s  c o v e r  t h e  se v e n  r e s e a r c h  q u e s t i o n s .

Q u e s t i o n s  1 . To what  e x t e n t  do t o p  managers  in  banks d i f f e r  in  t h e i r

p e r c e p t i o n s  o f  t h e  l e v e l s  o f  t u r b u l e n c e  in  t h e  en v i r on me nt  in  which  t h e y

o p e r a t e ,  f rom o u t s i d e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  l e v e l s  o f  t u r b u l e n c e  

in  t h e  ba nk in g  i n d u s t r y ?

The c o n c l u s i o n s  a r e  as  f o l l o w s :

1. The mean o f  d i s t r i b u t i o n  o f  TM's p e r c e p t i o n s  o f  t h e  l e v e l  o f  

e n v i r o n m e n ta l  t u r b u l e n c e  was s i g n i f i c a n t l y  d i f f e r e n t  f rom t h e  mean o f  

d i s t r i b u t i o n  o f  0 0 ' s  p e r c e p t i o n s  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  

t u r b u l e n c e .
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2 .  The  m o s t  s i g n i f i c a n t  s t r a t e g i c  i s s u e  i s  t h e  " d ro p  in  o i l  

p r i c e s / r e v e n u e s . "  T h is  i s s u e  i s  em p h a s iz e d  by  TM's and 0 0 " s .  The s i x  mos t  

i m p o r t a n t  s t r a t e g i c  i s s u e s  a r e :

2 . 1 .  Drop in  o i l  p r i c e s / r e v e n u e s .

2 . 2 .  I r a q / I r a n  w a r .

2 . 3 .  C e n t r a l  bank  l e g i s l a t i o n .

2 . 4 .  R e c e s s i o n .

2 . 5 .  S o c i a l  eco no mic  c h a n g e s .

2 . 6 .  Unwor thy  c u s t o m e r s  ( l o a n  a s s e s s m e n t  f rom b a n k s ) .

3 .  S t r a t e g i c  myopia  was e v i d e n t  in  TM's p e r c e p t i o n s  o f  t h e  le v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e .

4 .  0 0 ' s a r e  good s o u r c e s  o f  s t r a t e g i c  i n f o r m a t i o n  r e g a r d i n g  t h e  

l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e .  They p r o v i d e d  a r e f e r e n c e  p o i n t  f o r  

a n a l y s i s  in  t h i s  s t u d y .

Q u e s t i o n  2 . To wha t  e x t e n t  do  t o p  ma na ge rs  in  bank s  d i f f e r  in  t h e i r  

p e r c e p t i o n s  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y  o f  a l l  o f  t h e  b a n k s ,  as  

compared  t o :

2 . 1 .  o u t s i d e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n t a l  

t u r b u l e n c e ?

2 . 2 .  t h e  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e  a s  p e r c e i v e d  by  TM 

o f  a l l  ba nk s?

The c o n c l u s i o n s  a r e  a s  f o l l o w s :

1.  Th e  m e a n  o f  d i s t r i b u t i o n  o f  TM's  p e r c e p t i o n s  o f  t h e i r  

a g g r e s s i v e n e s s  o f  s t r a t e g y  was s i g n i f i c a n t l y  d i f f e r e n t  f rom t h e i r  mean o f  

d i s t r i b u t i o n  o f  t h e i r  p e r c e p t i o n s  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  

t u r b u l e n c e .
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2 .  Th e  m e a n  o f  d i s t r i b u t i o n  o f  TM's  p e r c e p t i o n s  o f  t h e i r  

a g g r e s s i v e n e s s  o f  s t r a t e g y  was s i g n i f i c a n t l y  d i f f e r e n t  f ro m t h e  mean o f  

d i s t r i b u t i o n  o f  0 0 ' s  p e r c e p t i o n s  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  

t u r b u l e n c e .

TM's p e r c e p t i o n s  o f  t h e i r  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  t h e r e f o r e ,  was 

n o t  a d e q u a t e  enough t o  r e s p o n d  t o  e i t h e r  t h e i r  p e r c e p t i o n s  o f  t h e  l e v e l  

o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  o r  0 0 ' s  p e r c e p t i o n s  o f  t h e  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e .

Q u e s t i o n  3 . To what  e x t e n t  do to p  ma na ge rs  in  ba nk s  d i f f e r  in  t h e i r  

p e r c e p t i o n s  o f  t h e  c a p a b i l i t y  o f  a l l  t h e  banks  as  compared  t o :

3 . 1 .  O u t s i d e  o b s e r v e r s  p e r c e p t i o n s  o f  t h e  e n v i r o n m e n t a l  

t u r b u l e n c e ?

3 . 2 .  The l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e  a s  p e r c e i v e d  by TM 

o f  a l l  b a n k s?

3 . 3 .  The a g g r e s s i v e n e s s  o f  s t r a t e g y  a s  p e r c e i v e d  by t o p  man ag er  

o f  a l l  ba nk s ?

The c o n c l u s i o n s  a r e  a s  f o l l o w s :

1 .  The mean o f  d i s t r i b u t i o n  o f  t o p  m a n a g e r ' s  p e r c e p t i o n s  o f  t h e i r  

o p e n n e s s  o f  c a p a b i l i t y  was s i g n i f i c a n t l y  d i f f e r e n t  f ro m  t h e  mean o f  

d i s t r i b u t i o n  o f  0 0 " s  p e r c e p t i o n s  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  

t u r b u l e n c e .

2 .  The mean o f  d i s t r i b u t i o n  o f  t o p  m a n a g e r ' s  p e r c e p t i o n s  o f  t h e i r  

op e n n e s s  o f  c a p a b i l i t y  was n o t  s i g n i f i c a n t l y  d i f f e r e n t  f rom t h e  mean o f  

d i s t r i b u t i o n  o f  t h e i r  p e r c e p t i o n s  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  

t u r b u l e n c e .
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3.  The mean o f  d i s t r i b u t i o n  o f  t o p  m a n a g e r ' s  p e r c e p t i o n s  o f  t h e i r  

o p e n n e ss  o f  c a p a b i l i t y  was s i g n i f i c a n t l y  d i f f e r e n t  f r o m  t h e  mean o f  

d i s t r i b u t i o n  o f  t h e i r  p e r c e p t i o n s  o f  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y .

T h e r e f o r e ,  t o p  m a n a g e r ' s  p e r c e p t i o n s  o f  t h e i r  o p e n n e s s  o f  c a p a b i l i t y  

was s i g n i f i c a n t l y  d i f f e r e n t  f ro m p e r c e p t i o n s  o f  t h e i r  a g g r e s s i v e n e s s  o f  

s t r a t e g y ,  s i g n i f i c a n t l y  d i f f e r e n t  f rom 0 0 ' s  p e r c e p t i o n  o f  t h e  l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  and  n o t  s i g n i f i c a n t l y  d i f f e r e n t  f r o m  t h e i r  

p e r c e p t i o n s  o f  t h e  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e .  TM's p e r c e p t i o n  o f  

t h e i r  o p e n n e s s  o f  c a p a b i l i t y  was  n o t  a d e q u a t e  t o  s u p p o r t  t h e i r  

a g g r e s s i v e n e s s  o f  s t r a t e g y .

Q u e s t i o n  4 .  W ha t  a r e  t h e  r e l a t i o n s h i p s  b e t w e e n  l e v e l s  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and o p e n n e ss  o f  

c a p a b i l i t y ?

The f o l l o w i n g  c o n c l u s i o n s  a r e  drawn f rom t h e  a n sw e r  t o  Q u e s t io n  4.

1.  The c o n c e p t  o f  t h e  t o t a l  gap  a l l o w e d t h e  g r o u p i n g  o f  a l l  banks  

i n t o  t h r e e  g r o u p s .  The t h r e e  g r o u p s  a r e  l a b e l e d  a s  f o l l o w s :

Group 1 = sm al l  gap = 3 b a n ks .

Group 1 = medium gap  = 10 b a n k s .

Group 3 = l a r g e  gap = 12 b a n k s .

The g r o u p i n g s  w e r e  100% a c c u r a t e ,  a nd  a l l  t h e  g r o u p s  w e r e  

s i g n i f i c a n t l y  d i f f e r e n t  f rom e a c h  o t h e r .

2 .  An i n c r e a s e  in  a g g r e s s i v e n e s s  o f  s t r a t e g y  i s  acc omp an ied  by an 

i n c r e a s e  in  o p e n n e s s  o f  c a p a b i l i t y ,  an d  n e i t h e r  a g g r e s s i v e n e s s  o f  

s t r a t e g y  n o r  o p e n n e s s  o f  c a p a b i l i t y  c o r r e l a t e d  w i t h  l e v e l s  o f  

e n v 1 r o n m e n t a l  t u r b u l e n c e .  T h e r e f o r e ,  a q u e s t i o n  was a d v a n c e d  t o  

u n d e r s t a n d  t h e  phe no me na .  The q u e s t i o n  i s ,  "Why d i d  t h i s  o c c u r " ?
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3.  The  r e a s o n  f o r  t h i s  p h e n om e na  i s  due t o  some r e s p o n d e n t s '

p e r c e p t i o n s  o f  t h e  l e v e l s  o f  e n v i r o n m e n ta l  t u r b u l e n c e  b e i n g  c l o s e  t o  t h e

a c t u a l  l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e .  They r e s p o n d e d ,  h o w e ve r ,  w i t h  

n e i t h e r  t h e  n e c e s s a r y  s t r a t e g y ,  n o r  had t h e  n e c e s s a r y  c a p a b i l i t y  t o  

s u p p o r t  t h e  s t r a t e g y .

Q u e s t i o n  5 .  What  a r e  t h e  r e l a t i o n s h i p s  b e t w e e n  t h e  f i n a n c i a l

m e a su r e s  o f  t h e  b a n k ' s  p e r f o r m a n c e ,  in  t e r m s  o f :

5 . 1 .  O th e r  f i n a n c i a l  m e a su r e s ?

5 . 2 .  I n d e p e n d e n t  v a r i a b l e s  drawn f rom banks  s t r a t e g i c  p o s t u r e ?

5 . 3 .  F i n a n c i a l  p e r f o r m a n c e  m e a s u r e s  as  a f u n c t i o n  o f  bank 

g r o u p i n g s ?

The f o l l o w i n g  a r e  t h e  c o n c l u s i o n s  drawn f rom a n s w e rs  t o  Q ue s t io n  5.

1.  O v e r a l l  f i n a n c i a l  p e r f o r m a n c e  i s  h i g h e s t  when bo t h  s t r a t e g i c  and

o p e r a t i n g  f i n a n c i a l  m e a su r e s  a r e  h i g h .

2 .  The l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e  d i d  n o t  c o r r e l a t e  w i t h  any  

o f  t h e  f i n a n c i a l  m e a s u r e s .  The r e a s o n  i s  t h a t  some o f  t h e  r e s p o n d e n t s  in  

gr ou p  2 and gr ou p  3 p e r c e i v e d  t h e  e n v i r o n m e n t  b e t t e r  th a n  t h e  re m a in in g  

members o f  t h e r e  r e s p e c t i v e  g r ou p .

3 .  C o r r e l a t i o n  be t we en  t h e  a g g r e s s i v e n e s s  o f  s t r a t e g y  and DV's a r e :

a .  A s t r o n g  p o s i t i v e  c o r r e l a t i o n  be tween a g g r e s s i v e n e s s  o f  

s t r a t e g y  and b ot h  ROE and  ROA.

b .  A p o s i t i v e  c o r r e l a t i o n  be tween  a g g r e s s i v e n e s s  o f  s t r a t e g y  

and  p r o f i t  m a r g i n .

c .  A n e g a t i v e  c o r r e l a t i o n  be tween  a g g r e s s i v e n e s s  o f  s t r a t e g y  

and  e x p e n d i t u r e s  t o  n e t  in come.
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4.  C o r r e l a t i o n  be tween  t h e  op e n ne ss  o f  c a p a b i l i t y  and DV's a r e :

a .  A s t r o n g  p o s i t i v e  c o r r e l a t i o n  b e t w e e n  o p e n n e s s  o f

c a p a b i l i t y  and ROE.

b .  A p o s i t i v e  c o r r e l a t i o n  be tween  o p e n n e s s  o f  c a p a b i l i t y ,  and

b o t h  ROA and e q u i t y  u t i l i z a t i o n .

c .  A n e g a t i v e  c o r r e l a t i o n  be tween  o p e n n e s s  o f  c a p a b i l i t y ,  and

l o a n s  t o  d e p o s i t s .

5 .  The gro up  w i t h  t h e  smal l  gap has  o u t - p e r f o r m e d  t h e  o t h e r  g r o u p s .

Q u e s t i o n  6 . What a r e  t h e  c o r r e l a t i o n s  be tween  e i g h t  f i n a n c i a l

p e r f o r m a n c e  m ea su r e s  and each  o f  t h e  f o l l o w i n g :

6 . 1 .  E i g h t  e l e m e n t s  o f  t h e  s t r a t e g i c  p o s t u r e ?

6 . 2 .  T w e nt y- n i ne  s u b - e l e m e n t s  o f  s t r a t e g i c  p o s t u r e ?

6 . 3 .  F i ve  s t r a t e g i c  gaps

6 . 4 .  Banks s i z e  and f i v e  s t r a t e g i c  b u s i n e s s  a r e a s  (SBA)?

Answers  t o  t h i s  q u e s t i o n  c on c lu de d  t h e  f o l l o w i n g :

1.  An i n c r e a s e  in  th e  e l e m e n t s  o f  t h e  in d e p e n d e n t  v a r i a b l e s  i s  

s i g n i f i c a n t l y  r e l a t e d  t o  b e t t e r  f i n a n c i a l  p e r f o r m a n c e .

2 .  An i n c r e a s e  in  t h e  s u b - e l e m e n t s  o f  t h e  in d e p e n d e n t  v a r i a b l e s  i s  

s i g n i f i c a n t l y  r e l a t e d  t o  b e t t e r  f i n a n c i a l  p e r f o r m a n c e .

3 .  D e c r e a s e  i n  t h e  s i z e  o f  any o f  t h e  f i v e  s t r a t e g i c  gaps  1s 

s i g n i f i c a n t l y  r e l a t e d  t o  b e t t e r  f i n a n c i a l  p e r f o r m a n c e .  An example o f  

t h a t  co u ld  be  se en  on F i g u r e  12. The upper  p o r t i o n  o f  F i g u r e  12 has  th e  

v e r t i c a l  a x i s  r e p r e s e n t i n g  t h e  number  o f  b a n k s ,  w h i l e  th e  h o r i z o n t a l  a x i s  

r e p r e s e n t s  t h e  r e t u r n  on e q u i t y .  On t h e  lo w e r  p o r t i o n  o f  F ig ur e  12, th e  

f i r s t  column i s  t h e  bank gro up  number,  t h e  sec ond  column i s  the  minimum 

s c o r e  f o r  r e t u r n  on e q u i t y ,  and th e  t h i r d  i s  t h e  maximum s c o r e  f o r  r e t u r n
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on e q u i t y .  The f o u r t h  column i s  t h e  mean o f  t h e  s c o r e s  f o r  r e t u r n  on 

e q u i t y ,  t h e  f i f t h  column i s  t h e  s t a n d a r d  d e v i a t i o n ,  and t h e  f i n a l  column 

i s  t h e  s c o r e  o f  t h e  t o t a l  s t r a t e g i c  ga p .  As c o u l d  be  se e n  on t h e  f i g u r e ,  

g r oup  1 ,  w i t h  t h e  s m a l l e s t  ga p ,  ha s  o u t - p e r f o r m e d  t h e  o t h e r  two g r o u p s .

4 .  S i z e  d i d  n o t  c o r r e l a t e  w i t h  a n y  o f  t h e  d e p e n d e n t  

v a r i a b l e s .  The r e a s o n  f o r  t h a t ,  was mos t o f  t h e  d a t a  were  skewed in  one  

d i r e c t i o n .  T h a t  in  t u r n  i m p l i e s  t h a t  t h e  ba nk s  s i z e  was s i m i l a r ,  which  

p r o v i d e s  f u r t h e r  h o m o g e n e i t y  o f  c o l l e c t e d  d a t a .

5 .  S t r a t e g i c  b u s i n e s s  a r e a s ,  i n v e s t m e n t  b a n k i n g ,  a s s e t s  b ase d  

b a n k i n g ,  and i n t e r n a t i o n a l  g ro up  b a nk in g  seem t o  be  r e l a t e d  t o  t h e  e q u i t y  

m u l t i p l i e r .  In o t h e r  w o r d s ,  t h e  more a bank  i s  i n v o l v e d  i n  b u s i n e s s  a r e a s  

t h e  h i g h e r  i t ' s  e q u i t y  m u l t i p l i e r .  An i n c r e a s e  in  r e t a i l  b a n k i n g  seems t o  

be acc om pa nie d  by  an i n c r e a s e  in  e x p e n d i t u r e s  t o  n e t  inc o me .

Q u e s t i o n  7 . W h a t  a r e  t h e  r e l a t i o n s h i p s  b e t w e e n  l e v e l s  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  o p e n n e s s  o f  

c a p a b i l i t y ,  and  f i n a n c i a l  pe r f o r m a n c e  m e a su r e s  o f  t h e  ba n k s?

The two c o n c l u s i o n s  drawn s u p p o r t  t h e  main  t h r u s t  o f  t h i s  r e s e a r c h  

a s  f o l l o w s :

1 .  A c c e p t i n g  t h e  f i r s t  h y p o t h e s i s ,  which  i s :

Optimum o v e r a l l  f i n a n c i a l  p e r f o r m a n c e  w i l l  o c c u r  when l e v e l  o f  
e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and  
o p e n n e ss  o f  c a p a b i l i t y  matc h  ea ch  o t h e r .

2 .  A c c e p t i n g  t h e  se c o nd  h y p o t h e s i s ,  whic h  i s :

Banks which  a r e  n o t  s t r a t e g i c a l l y  myopic w i l l  p e r f o rm  b e t t e r  
t h a n  b a nk s  which  a r e  s t r a t e g i c a l l y  m yo p ic .

Both h y p o t h e s i s  a r e  a c c e p t e d  f o r  o v e r a l l  f i n a n c i a l  p e r f o r m a n c e  m e a s u r e s ,

namely  -  r e t u r n  on e q u i t y ,  and r e t u r n  on a s s e t s .
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O b s e r v a t i o n . One o b s e r v a t i o n  r e s u l t e d  f rom t h i s  s t u d y :  t h e  bank  

g r o u p i n g s  see m t o  h a v e  a  g oo d  d i s c r i m i n a t o r y  po w e r  i n  t e r m s  o f  

d i s t i n g u i s h i n g  good p e r f o r m e r s  f rom bad p e r f o r m e r s ,  y e t  by o b s e r v a t i o n  i t  

seems t h a t  t h e  t o p  p e r f o r m e r s  in  gr o up  2 and g r o up  3 have  t h e i r  s t r a t e g y  

-  c a p a b i l i t y  gap l e s s  t h a n  t h e  o t h e r  members o f  t h e i r  r e s p e c t i v e  g r o u p s .  

T h e r e f o r e ,  t h e  t o p  p e r f o r m e r  o f  e a c h  o f  t h e  g r o u p s  (g ro u p  2 ,  and  gro up  3) 

was s y n e r g e t i c  o r  c o n s i s t e n t  in  te r m s  o f  s t r a t e g y /  c a p a b i l i t y  ga p ,  a 

m a n i f e s t a t i o n  which  c o u l d  be l a b e l e d  a s  " b e s t  o f  t h e  w o r s t " .

A d d i t i o n a l  F i n d i n g s .  The  a d d i t i o n a l  f i n d i n g s  r e s u l t a n t  f r o m  

a d d i t i o n a l  d a t a  a n a l y s i s  f o r  q u e s t i o n  7 p r o v id e d  i n s i g h t s  i n t o  t h e  common 

and  s e p a r a t e  i n f l u e n c e s  o f  t h r e e  i n d e p e n d e n t  v a r i a b l e s  ( l e v e l  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and o p e n n e s s  o f  

c a p a b i l i t y )  on e a c h  o f  t h e  e i g h t  d e p e n d e n t  v a r i a b l e s .  M u l t i p l e  r e g r e s s i o n  

was used  f o r  t h e  a n a l y s i s .  The f i n d i n g s  were  a s  f o l l o w s :

When l e v e l  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  

and o p e n n e s s  o f  c a p a b i l i t y  a r e  i n c l u d e d  i n  t h e  m u l t i p l e  r e g r e s s i o n  

e q u a t i o n  t h e y  seem t o  be  v e r y  good p r e d i c t o r s  o f  ROE. A g g r e s s i v e n e s s  o f  

s t r a t e g y  seems t o  be  t h e  m o s t  i m p o r t a n t ,  f o l l o w e d  by  o p e n n e s s  o f  

c a p a b i l i t y  an d  t h e  l e a s t  i m p o r t a n t  b e in g  t h e  l e v e l  o f  e n v i r o n m e n ta l  

t u r b u l e n c e .

C o n c e r n i n g  ROA, a s s e t s  u t i l i z a t i o n ,  e q u i t y  u t i l i z a t i o n ,  lo a n s  to  

d e p o s i t s ,  p r o f i t  m a r g i n ,  e q u i t y  m u l t i p l i e r ,  a n d  e x p e n d i t u r e s  t o  n e t  

i n c o m e ,  t h e  r e s u l t s  see m t o  be  u n r e l i a b l e ,  b e c a u s e  v i o l a t i o n s  o f  

r e g r e s s i o n  a s s u m p t i o n s  o c c u r r e d .  The d a t a  was  s u c h  t h a t  e v e n  a f t e r  

v a r i o u s  d a t a  t r a n s f o r m a t i o n s ,  i t  was non -no rmal  and  v a r i a n c e s  were  n o t  

c o n s i s t e n t .
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Recommendat ions

Two c a t e g o r i e s  o f  recom me nd at i ons  a r e  r e s u l t a n t  o f  t h i s  s t u d y .  The 

c a t e g o r i e s  a r e  a s  f o l l o w s :

1 . F u r t h e r  r e s e a r c h .

2 .  P r a c t i c a l  a p p l i c a b i l i t y  o f  f i n d i n g s .

The r e m a i n in g  p a r t  o f  t h i s  d i s s e r t a t i o n  w i l l  e x p l i c i t l y  d i s c u s s  t h e

r e c o m m e n d a t io n s .

F u r t h e r  Re se a rc h

T h i s  c a t e g o r y  c o n t a i n s  reco m m en da t io ns  f o r  f u r t h e r  r e s e a r c h ,  t h e  

t h r u s t  o f  which  s ho u l d  be  d i r e c t e d  to w ar d  " e p i s t e m o l o g i c a l  s t r a t e g i c  

t e l e s i s " .  The  c o n c e p t  o f  " e p i s t e m o l o g i c a l  s t r a t e g i c  t e l e s i s "  r e f e r s  

e x p l i c i t l y  t o  f o r m a l ,  p la n n e d  d e v e lo p m e n t ,  and p r o g r e s s  o f  p r o p o s i t i o n s  

which c o n s i d e r s  t h e  o r i g i n ,  n a t u r e ,  m e t h o d s ,  d i m e n s i o n s ,  and l i m i t a t i o n s  

o f  s t r a t e g i c  management t h e o r y .  B e a r i n g  in  mind th e  use  o f  q u a n t i t a t i v e

and q u a l i t a t i v e  p r o p o s i t i o n s  o r  a c o m b i n a t i o n  o f  b o t h .  The p r o p o s i t i o n s

must  be  e f f e c t i v e ,  e f f i c i e n t ,  and  e q u i t a b l e  in  o r d e r  t o  r e l a t e  t h e  f i r m  

to  i t ' s  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e .  The me th o d ol og y  s ho u ld  be 

d i r e c t e d  to w a r d s  a c h i e v i n g  an u n d e r s t a n d i n g  o f  t h e  means by which  t h e  

f i r m  c o u l d  a t t a i n  opt imum p e r fo r m a nc e  in  t e r m s  o f  "how,"  "why,"  "why 

n o t , "  " w h a t , "  " w h e r e ,"  "wh en ,"  and "by whom." The i n v e s t i g a t i o n  s ho uld  

p r o v i d e  t h e  domain  o f  a p p l i c a b i l i t y  o f  t h e  p r o p o s i t i o n s ,  i f  a n y .  Based on 

t h e  a b o v e ,  t h e  f o l l o w i n g  c o u ld  be used  f o r  f u t u r e  r e s e a r c h :

1 . R e p l i c a t i o n  o f  t h i s  s t u d y ,  on d i f f e r e n t  d i m e n s i o n s ,  su c h  a s :
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1 . 1 .  The r e p l i c a t i o n  o f  t h i s  s t u d y  as  i s ,  b u t  u t i l i z i n g  a

l a r g e r  samp le  a n d / o r  a n o t h e r  d a t a  b a s e .

1 . 2 .  The us e  o f  a n o t h e r  c o u n t r y .

1 . 3 .  The u se  o f  t h e  same c o u n t r y ,  b u t  on a d i f f e r e n t  i n d u s t r y ,  

su c h  as  t h e  o i l  i n d u s t r y .

1 . 4 .  The  e x a m i n a t i o n  o f  t h e  r e l a t i o n  b e t w e e n  t h e  f i r m ' s

s t r a t e g i c  p o s t u r e  and i t ' s  g row th  m e a s u r e s .  The growth me a s u re s  b e in g  

" a v e r a g e  o f  annual  p e r c e n t a g e  g r o w th ,"  " a v e r a g e  p e r c e n t a g e  c ha nge  o v e r  

p e r i o d , "  and " a v e r a g e  v a l u e  o v e r  p e r i o d , "  in  t e r m s  o f  o v e r a l l  f i n a n c i a l  

m e a s u r e s ,  s t r a t e g i c  f i n a n c i a l  m e a s u r e s ,  and  o p e r a t i n g  f i n a n c i a l  m e a s u r e s .

1 . 5 .  The r e l a t i o n  be tween  sy n e r g y  w i t h i n  managers  o f  t h e  same

a n d / o r  d i f f e r e n t  l e v e l s  o f  a f i r m ,  in te r m s  o f  t h e  s t r a t e g i c  p o s t u r e  and

f i n a n c i a l  p e r f o r m a n c e ,  and co m p a r i n g  t h a t  t o  o t h e r  f i r m s .

2 .  T hi s  s t u d y  i s  a s t a t i c  o n e .  A dynamic  s t u d y  u t i l i z i n g  t h e  same 

v a r i a b l e s  would c e r t a i n l y ,  and  mos t  c o h e r e n t l y ,  be a g r e a t  c o n t r i b u t i o n  

t o  s t r a t e g i c  management  t h e o r y  and p r a c t i c e .

3 .  A s t u d y  w h ic h  e x a m i n e s  t h e  h i e r a r c h y  o f  optimum s t r a t e g i c  

p o s t u r e .  In o t h e r  w o r d s ,  a s t u d y  which e xam ine s  d i f f e r e n t  p o s s i b i l i t i e s  

o f  s t r a t e g i c  p o s t u r e  o c c u r r e n c e s  ( d i f f e r e n t  c o m b in a t i o n s  o f  p e r c e i v e d  

l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y  and  

o p e n n e s s  o f  c a p a b i l i t y )  th e n  d e t e r m i n e s  which  o c c u r r e n c e  p r o d u c e s  op t im al  

p e r f o r m a n c e ,  a s  compared  t o  a c t u a l  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e .

4 .  A s t u d y  which ex am in e s  t h e  c a u s e  and e f f e c t  r e l a t i o n s h i p s  among 

t h e  v a r i o u s  v a r i a b l e s  p r e v i o u s l y  m e n t i o n e d .

5 .  A s t u d y  which  ex a mi n e s  t h e  r e l a t i v e  i m po r ta n c e  o f  ea ch  v a r i a b l e  

i n d i v i d u a l l y  in  t e r m s  o f  r e l a t i o n s h i p s  w i t h  f i n a n c i a l  p e r f o r m a n c e .
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6 .  The d a t a  g a t h e r e d  i n  t h i s  s t u d y  c o u ld  be  a n a l y z e d  f u r t h e r ,  and 

comp ar ed  and c o n t r a s t e d  w i t h  o t h e r  s t u d i e s .

P r a c t i c a l  A p p l i c a b i l i t y  
o f  F i n d i n g s

T h is  c a t e g o r y  f o c u s e s  on t h e  p r a c t i c a l  a p p l i c a b i l i t y  o f  f i n d i n g s  t o  

t h e  p r a c t i c e  o f  m a n a g e m e n t  i n  g e n e r a l  , a n d  s t r a t e g i c  m a n a g e m e n t  

s p e c i f i c a l l y .  In o t h e r  w o r d s ,  t h e  e m p h a s i s  i s  p l a c e d  on  t h e  u s e ( s )  o f  

t h i s  s t u d y  f o r  Top M a na g e r s .  The us e s  o f  t h i s  s t u d y  a r e  a s  f o l l o w s :

1 .  The s a f e s t  rec om me nd at ion  i s  t o  us e  t h e  s t r a t e g i c  p o s t u r e  f o r  

p l a n n i n g  t h e  f i r m ' s  f u t u r e .  The  s t r a t e g i c  p o s t u r e  e m p h a s i z e s  t h a t  

" o p t i m u m  o v e r a l l  f i n a n c i a l  p e r f o r m a n c e  w i l l  o c c u r  when l e v e l s  o f  

e n v i r o n m e n t a l  t u r b u l e n c e ,  a g g r e s s i v e n e s s  o f  s t r a t e g y ,  and  o p e n n e s s  o f  

c a p a b i l i t y  match  e a c h  o t h e r . "

2 .  The u t i l i t y  o f  t h e  s t r a t e g i c  p o s t u r e  a n a l y s i s  i n c o r p o r a t e d  w i th  

m u l t i p l e  r e g r e s s i o n  t o  p r e d i c t  t h e  f i r m ' s  r e t u r n  on e q u i t y  i s  a v e r y  

po w e rf u l  t o o l  f o r  s t r a t e g i c  m a n a g e r s .

3 .  D e d u c t i v e  r e a s o n i n g  p e r m i t s  re commending  t h a t  s i n c e  a f i r m s  

s t r a t e g i c  p o s t u r e  r e q u i r e s  c h a ng e s  as  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e  

c h a n g e ,  t h e  model c o u l d  be  used  a s  an a i d  f o r  h e l p i n g  in  d e t e r m i n i n g  t h e  

f o l l o w i n g :

a .  a  f i r m ' s  h i r i n g  o f  human r e s o u r c e s  ( i . e . ,  human r e s o u r c e s  

v a r y  f rom one  l e v e l  t o  a n o t h e r .  Du r i ng  a s t a b l e  l e v e l  o f  e n v i r o n m e n ta l  

t u r b u l e n c e ,  c u s t o d i a l  human r e s o u r c e s  a r e  a d e q u a t e ,  w h i l e  d u r i n g  a 

d i s c o n t i n u o u s  e n v i r o n m e n t ,  c r e a t i v e  man power  i s  e s s e n t i a l ) .
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b .  a  f i r m ' s  p u r c h a s e s  o f  e q u i p m e n t  ( i . e . ,  i n f o r m a t i o n  

g a t h e r i n g  and  p r o c e s s i n g  e qu i p m e n t  a r e  i m p o r t a n t  f o r  h ig h  t u r b u l e n c e  

l e v e l s  b u t  n o t  e s s e n t i a l  f o r  low l e v e l s ) .

c .  a f i r m ' s  r e t r a i n i n g  o f  p e r s o n n e l  ( i . e . ,  d i f f e r e n t  

c a t e g o r i e s  o f  t r a i n i n g  a r e  r e q u i r e d  f o r  d i f f e r e n t  l e v e l s ) .

d .  any  c o m b i n a t i o n  o f  two o r  more o f  t h e  a b o v e .

4 .  S i n c e  f i r m s  a r e  " e n v i r o n m e n t  s e r v i n g  o r g a n i z a t i o n s , "  

e n v i r o n m e n ta l  s u r v e i l l a n c e  i s  a c r u c i a l  p a r t  o f  s t r a t e g i c  man ag eme nt .  

A n o th e r  a s p e c t  which  i s  j u s t  a s  c r u c i a l  i s  t h e  s o u r c e  o f  i n f o r m a t i o n .

Based on t h e  a b o v e ,  an d  t h e  f i n d i n g s  o f  t h i s  s t u d y ,  o u t s i d e  

o b s e r v e r ' s  a r e  v e r y  i m p o r t a n t  an d  u s e f u l  i n  p r o v i d i n g  i n f o r m a t i o n  

r e g a r d i n g  c ha n g e s  in  t h e  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e .  R e g u l a r  

c o n s u l t a t i o n  w i t h  o u t s i d e  o b s e r v e r ' s ,  t h e r e f o r e ,  i s  f r u i t f u l ,  and v e r y  

r e w a r d in g  f o r  e i t h e r  e l i m i n a t i n g  s t r a t e g i c  m y op ia ,  o r  r e d u c i n g  i t ,  a n d / o r  

becoming  aw ar e  o f  i t .

5 .  G e n e r a l l y  s p e a k i n g ,  b a n k s  a r e  p r o f i t  making  o r g a n i z a t i o n s .  

T h e r e f o r e ,  t h e  b a n k s '  c l i e n t e l e  which  hav e  t h e  l e a s t  c r e d i t  r i s k s  (o ne  o f  

t h e  g e n e r i c  r i s k s  i n  c o m m e r c i a l  b a n k s )  c o n s t i t u t e  a s t r a t e g i c a l l y  

e x c e l l e n t  t a r g e t  m a r k e t .  Such c l i e n t e l e  have  a b e t t e r  p r o p e n s i t y  o f  lo a n  

r e p a y m e n t s ,  t h u s ,  s t r a t e g i c  p o s t u r e  a n a l y s i s  c o u ld  be used  in  c o n j u n c t i o n  

w i t h  c o n v e n t i o n a l  c r e d i t  r i s k  a s s e s s m e n t  t o  e v a l u a t e  p o t e n t i a l  b o r r o w e r s .  

C l i e n t e l e  w i t h  a l a r g e  gap in  t h e i r  s t r a t e g i c  p o s t u r e  would be more o f  a 

r i s k  t o  le n d  t o  in  g e n e r a l ,  and  e s p e c i a l l y  in  a  t u r b u l e n t  e n v i r o n m e n t .

6 .  Optimum f i n a n c i a l  p e r f o r m a n c e  r e s u l t e d  when t h e  s t r a t e g i c  and 

o p e r a t i n g  m e a s u r e s  were  good .  T h e r e f o r e ,  a t t e n t i o n  t o  b o th  s h o ul d  be a 

r u l e  o f  thumb f o r  m a n a g e r s ,  b e c a u s e  a t t e n t i o n  t o  one  a l o n e  i s  n o t  e no u g h.
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In o t h e r  w o r d s ,  a f i r m  mus t  s t r i k e  a b a l a n c e  b e t w ee n  s t r a t e g i c  f i n a n c i a l  

m e a s u r e s ,  and o p e r a t i n g  f i n a n c i a l  m e a s u r e s ,  in  o r d e r  t o  a c h i e v e  opt imum 

f i n a n c i a l  p e r f o r m a n c e .

7 .  The  c a p a b i 1 i t y / s t r a t e g y  ga p  i s  c o s t l y ,  be c a u s e  i f  f o r  any  

r e a s o n / s  a  f i r m  i s  n o t  a b l e  t o  b a l a n c e  i t ' s  s t r a t e g i c  p o s t u r e  w i t h  t h e  

a c t u a l  l e v e l s  o f  e n v i r o n m e n t a l  t u r b u l e n c e ,  th e n  t h a t  f i r m  sh ou ld  b a l a n c e  

i t ' s  c a p a b i l i t y / s t r a t e g y  gap  in  o r d e r  t o  a t  l e a s t  m in im i z e  c o s t . B a l a n c i n g  

t h e  c a p a b i l i t y / s t r a t e g y  gap  o n l y ,  w i l l  mos t  l i k e l y  n o t  r e s u l t  in  t h e  b e s t  

f i n a n c i a l  p e r f o r m a n c e ,  b u t  w i l l  r e s u l t  in  an a c c e p t a b l e  o n e ,  o r  t h e  b e s t  

o f  t h e  w o r s t .
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The f o l l o w i n g  i s  a l e t t e r  f rom His  E x c e l l e n c y  t h e  Go ve rn o r  o f  th e  
C e n t r a l  Bank o f  t h e  U ni te d  Arab E m i r a t e s .  I t  was w r i t t e n  in  A r a b ic  and 
was used  f o r  i n t r o d u c t o r y  p u r p o s e s  when a p p r o a c h i n g  p o t e n t i a l  r e s p o n d a n t s  
o f  b a n k s .  The E n g l i s h  t r a n s l a t i o n  f o l l o w s .
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Ju ly 16, 1985

To a l l  Commerc ia l  Banks o p e r a t i n g  in  
U n i t e d  Arab  E m i r a t e s :

T h is  l e t t e r  i s  t o  i n f o r m  you  t h a t  Mr . Tamer Tamer  Sa lameh i s  
c o n d u c t i n g  a  r e s e a r c h  e n t i t l e d  " S t r a t e g i c  P o s t u r e  A n a l y s i s  and  
F i n a n c i a l  P e r f o r m a n c e  o f  t h e  Banking  I n d u s t r y  in  U n i te d  Arab E m i r a t e s , "  
a t  t h e  U n i t e d  S t a t e s  I n t e r n a t i o n a l  U n i v e r s i t y .  T h e r e f o r e ,  p l e a s e  p r o v i d e  
him w i t h  t h e  n e c e s s a r y  a s s i s t a n c e .

Y ou rs ,

Abdul M a l ik  Yousef  Al Hamar 
Governor

R eprodu ced  with p erm ission  of the copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

APPENDIX B 

TRANSMITTAL LETTER 

TOP MANAGEMENT

R eprodu ced  with p erm ission  of the copyright owner. Further reproduction prohibited without perm ission .



www.manaraa.com

FOR TOP MANAGEMENT ONLY 

A Q u e s t i o n n a i r e

Dear  R e s p o n d e n t ,

o The p u r p o s e  o f  t h i s  s t u d y  i s  to  c o n t r i b u t e  to  k no w le d g e ,  and
e xa m in e  and  b u i l d  t h e o r y .

o P l e a s e  do  n o t  i n d i c a t e  in  any  way y o u r  i d e n t i t y  o r  t h e  i d e n t i t y  o f
y o u r  b a n k .

o I f  yo u  h av e  an y  q u e s t i u n s ,  p l e a s e  f e e l  f r e e  t o  as k  b e c a us e  y o u r
t h o u g h t s  and  h o n e s t  r e s p o n s e s  a r e  o f  u tm o s t  v a l u e .

o The q u e s t i o n n a i r e  i s  d i v i d e d  i n t o  two s e c t i o n s  f o r  e a c h  p a r t .  The
f i r s t  s e c t i o n  i s  u n s t r u c t u r e d  and  t h e  se c on d  s e c t i o n  i s  s t r u c t u r e d .  
The p a r t s  amount  t o  f o u r  i n  nu mber .

o Thank yo u  f o r  y o u r  t i m e  and  c o n s i d e r a t i o n .

Very t r u l y  y o u r s ,

Tamer  Sa lameh 
S t r a t e g i c  Management 
R e s e a r c h e r
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QUESTIONNAIRE

PART I ENVIRONMENTAL TURBULENCE 

SECTION I

( 1 9 8 1- 1 98 4 = December  31 1981 -  December 31 1984)

a .  D e s c r i b e  t h e  c h a r a c t e r i s t i c s  o f  t h e  c ha n g e s  o f  y o u r  b a n k ' s  
e x t e r n a l  e n v i r o n m e n t  o v e r  t h e  l a s t  t h r e e  y e a r s  (19 8 1- 1 9 84 )?

b .  Could  you  s t a t e  s p e c i f i c a l l y  wh at  were t h e  mos t s i g n i f i c a n t  
c ha ng e s  from t h o s e  you  have  d i s c u s s e d ?

SECTION I I

The f o l l o w i n g  s e r i e s  o f  q u e s t i o n s  hav e  t o  do  w i t h  ch a ng e s  which
o c c u r  in  t h e  e x t e r n a l  e n v i r o n m e n t  d u r i n g  t h e  p e r i o d  o f  1981 t o  1984.

1.  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  which  o f  t h e  f o l l o w i n g
s t a t e m e n t s  b e s t  d e s c r i b e s  y o u r  b a n k ' s  f a m i l i a r i t y  to w a rd s  e v e n t s  in
t h e  e nv i r o n m e n t  o f  t h e  ba n k in g  i n d u s t r y ?

a .  No th ing  r e a l l y  ch a n g es  much in  t h e  e n v i r o n m e n t .

b .  C h a n g e s  i n  t h e  e n v i r o n m e n t  w e r e  r e p e t i t i o n  o f  t h e  b a n k ' s  
e x p e r i e n c e .

c .  Changes in  t h e  e n v i r o n m e n t  were  u n d e r s t o o d  when we t h o u g h t  o f  
h i s t o r i c a l  d e v e l o p m e n t .

d .  The e v e n t s  i n  t h e  e n v i r o n m e n t  w e r e  d i s c o n t i n u o u s ,  b u t  we 
e x p l a i n e d  them when we t h o u g h t  o f  e x p e r i e n c e .

e .  C h a n g e s  i n  t h e  e n v i r o n m e n t  w e r e  new,  and not  e x p e r i e n c e d  
b e f o r e .
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2 .  F o r t h e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  w hich  o f  t h e  f o l lo w in g
s t a t e m e n t s  b e s t  d e s c r i b e s  y o u r  b a n k 's  sp eed  o f  ch ange  in  th e  
en v iro n m e n t o f  t h e  b an k in g  in d u s t r y ?

a .  Speed o f  change  in  t h e  e n v iro n m e n t was much s lo w e r
th a n  my b a n k 's  sp eed  o f  r e s p o n s e  t o  i t ,

b .  Speed  o f  ch an g e  in  t h e  e n v iro n m e n t was s lo w e r  th a n  my
b a n k 's  sp e e d  o f  r e s p o n s e  t o  i t .

c .  Speed o f  ch ange  in  th e  e n v iro n m e n t was co m p a ra b le  to  my
b a n k 's  sp e e d  o f  r e s p o n s e  t o  i t .

d .  S peed  o f  ch an g e  in  t h e  e n v iro n m e n t was s h o r t e r  th a n  my
b a n k 's  sp e e d  o f  re s p o n s e  to  i t .

e .  Speed o f  ch ange  in  th e  e n v iro n m e n t was much s h o r t e r  
th a n  my b a n k 's  sp eed  o f  r e s p o n s e  t o  i t .

3 .  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w hich  o f  th e  fo l lo w in g  
s t a t e m e n t s  b e s t  d e s c r i b e s  t h e  v i s i b i l i t y  o f  th e  f u t u r e  in  th e  
e n v iro n m e n t o f  t h e  b a n k in g  in d u s t r y ?

a .  My b a n k 's  e n v iro n m e n t re m a in ed  s u b s t a n t i a l l y  u n ch an g ed .

b .  My b a n k 's  e n v iro n m e n t  was e v o lv e d  in  a h i s t o r i c a l l y  lo g i c a l
m a n n e r .

c .  My b a n k 's  e n v iro n m e n t was f o r e s e e n  th ro u g h  a n a l y s i s  o f  t h r e a t s  
and  o p p o r t u n i t i e s ,

d .  My b a n k 's  e n v iro n m e n t was d i f f i c u l t  to  p r e d i c t .

e .  My b a n k 's  e n v i r o n m e n t  was c h a r a c t e r i z e d  by  u n p r e d i c t a b l e  
s u r p r i s e s .

4 .  F o r t h e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  p le a s e  i n d i c a t e  y o u r  b a n k 's  
b u s in e s s  s c o p e .

a .  My b a n k 's  b u s in e s s  sco p e  was Abu D h a b i.

b .  My b a n k 's  b u s in e s s  sco p e  was U n ited  Arab E m ira te s .

c .  My b a n k 's  b u s in e s s  sco p e  was Arab and d e v e lo p in g  c o u n t r i e s .

d .  My b a n k 's  b u s i n e s s  s c o p e  w as A rab  c o u n t r i e s ,  d e v e l o p i n g
c o u n t r i e s ,  and d e v e lo p e d  c o u n t r i e s .

e .  My b a n k 's  b u s in e s s  sco p e  was g l o b a l .
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5 . F o r th e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  p l e a s e  i n d i c a t e  t h e  e x t e n t  o f  
im p o r ta n c e  o f  e a c h  o f  t h e  f o l lo w in g  a s  t h e y  a f f e c t e d  y o u r  b a n k 's  
d e c i s io n  m a k in g , w ith  r e g a rd  t o  ch an g es  in  th e  e x t e r n a l  e n v iro n m e n t .

Not Low Medium High V ery High
Im p o r ta n t  Im p o rtan ce  Im p o rta n c e  Im p o rta n c e  Im p o rta n c e

Economic
c h a n g e s  1____________ 2_____________ 3_____________ 4___________ 5

T e c h n o lo g ic a l 
ch a n q e s  1 2 3 4 5

S o c i o - p o l i t i c a l  
ch an q es  1 2 3 4 5
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PART I I  QUESTIONNAIRE 

SECTION I 

1.
a .  P le a s e  d e s c r ib e  y o u r  b a n k 's  b u s in e s s  s t r a t e g i e s  w hich  y ou  have 

used  f o r  t h e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) .

b .  How would yo u  com pare t h i s  s t r a t e g y  to  t h a t  fo llo w e d  by one o r
tw o o r  y o u r  n e a r e s t  c o m p e t i t o r s ;  f o r  t h e  p a s t  t h r e e  y e a r s
(1 9 8 1 -1 9 8 4 )?

SECTION I I

S t r a t e g y :

The fo l lo w in g  s e r i e s  o f  q u e s t i o n s  have to  do w ith  y o u r  b a n k 's  r e s p o n s e  t o
th e  c h a n g e s  in  t h e  e x t e r n a l  e n v iro n m e n t d u r in g  th e  p e r io d  o f  1981 to
1984.

1 . F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s t a t e m e n t s  b e s t  d e s c r i b e s  y o u r  b a n k 's  s e r v i c e  d e p a r tm e n t 's  re s p o n s e  
to  c u s to m e rs ?

a .  We n e g le c te d  r e s p o n d in g  to  c u s to m e rs .

b .  Our s e r v i c e  i s  w hat th e  c u s to m e r  w a n te d .

c .  We a n t i c i p a t e d  th e  c u s to m e r 's  n e e d s .

d .  We i d e n t i f i e d  u n f i l l e d  n e e d s .

e .  We i d e n t i f i e d  n eed s  w hich  w ould o c c u r  in  t h e  f u t u r e .

2 .  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s t a t e m e n t s  r e p r e s e n t s  y o u r  b a n k 's  fo c u s  on new s e r v i c e  d e v e lo p m e n t?

a .  We have no s e r v i c e  d e v e lo p m e n t.

b .  Our fo c u s  on s e r v i c e  d e v e lo p m en t was t h e  im i t a t i o n  o f  emerg ing  
new s e r v i c e s .

c .  O ur f o c u s  was on s e r v i c e  d ev e lo p m en t and th e  im provem en t o f
e x i s t i n g  s e r v i c e s .

d .  O ur f o c u s  o f  r e s e a r c h  w as on t h e  a d o p t i o n  o f  d e v e l o p i n g
s e r v i c e s .

e .  Our fo c u s  o f  r e s e a r c h  was on p io n e e r in g  new s e r v i c e s .
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3 . F o r  t h e  p a s t  t h r e e  y e a r s  1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w i n g  
s t a t e m e n t s  r e p r e s e n t s  y o u r  b a n k 's  p ro c e s s  in  m a rk e t d e v e lo p m e n t?

a .  We s tu c k  to  o u r  c u s to m e r s .

b .  We fo l lo w e d  c o m p e t i to r s  in  t h e i r  m a rk e t d e v e lo p m e n t .

c .  We ex p an d ed  t o  f a m i l i a r  m a rk e ts .

d .  We ex p an d ed  t o  f o r e ig n  m a rk e ts .

e .  We c r e a t e d  new m a r k e ts .

4 . F o r t h e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  how w ould you  c h a r a c t e r i z e  t h e  
f r e q u e n c y  o f  y o u r  b a n k 's  new s e r v i c e s  i n t r o d u c t i o n ?

Very
R are  Low Medium High H igh

1________________ 2____________ 3_________________ 4___________ 5

5 . F o r t h e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  w hich  one o f  t h e  f o l lo w in g  
s t a t e m e n t s  r e p r e s e n t s  t h e  r o l e  o f  t h e  r e s e a r c h  and  d e v e lo p m e n t  
d e p a r tm e n t  o f  y o u r  bank?

a .  We do n o t  have o n e .

b .  O ur r e s e a r c h  and d e v e lo p m en t d e p a r tm e n t  was " c a l l e d  in  when
n e c e s s a r y ."

c .  O ur r e s e a r c h  and d e v e lo p m en t d e p a r tm e n t  s e rv e d  a s  a s u p p o r t
f u n c t io n  to  o u r  m a r k e t in g .

d .  Our r e s e a r c h  and d ev e lo p m en t d e p a r tm e n t  was th e  s o u rc e  o f  new
p r o d u c t s .

e .  Our r e s e a r c h  and d e v e lo p m e n t d e p a r tm e n t  was " th e  e l i t e . "

6 . F o r t h e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  t o  w hat e x t e n t  d id  y o u r  bank  
p u rs u e  a g g r e s s iv e n e s s  in  s a l e s ?

V ery V ery
Low Low Medium High H igh

1___________ 2____________ 3_________________4___________ 5
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7 . F o r th e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  w hich one o f  th e  fo l lo w in g  
s t a t e m e n t s  r e p r e s e n t s  y o u r  b a n k 's  r e s p o n s iv e n e s s  to  c o m p e t i t io n ?

a .  We do n o t  c o m p e te .

b .  We w i l l  r e sp o n d  t o  a g g r e s s io n .

c .  We w ere n e i t h e r  a g g r e s s iv e  n o r  le a d e r s  o f  t h e  p a c k .

d .  We le a d  th e  p a c k .

e .  We a r e  o u r  own c o m p e t i t o r s .

8 .  F o r th e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  w hich  one o f  t h e  fo l lo w in g  
s ta t e m e n t s  r e p r e s e n t s  y o u r  b a n k 's  m a rk e t s h a re ?

a .  We grew  w ith  t h e  m a r k e t .

b .  We d e fe n d e d  o u r  m a rk e t s h a r e .

c .  We in c r e a s e d  o u r  m a rk e t s h a r e .

d .  We c o n t r o l l e d  t h e  m a r k e t .

e .  We d o m in a ted  t h e  m a r k e t .

9 . F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s ta t e m e n t s  r e p r e s e n t s  y o u r  b a n k 's  p ro m o tio n  and a d v e r t i s i n g  s t r a t e g y ?

a .  Our p ro m o tio n  and a d v e r t i s i n g  spoke f o r  th e m s e lv e s .

b .  Our p ro m o tio n  and a d v e r t i s i n g  w ere r e a c t i v e .

c .  Our p ro m o tio n  and  a d v e r t i s i n g  w ere a g g r e s s iv e .

d .  Our p ro m o tio n  and a d v e r t i s i n g  w ere a d v a n c e d .

e .  Our p ro m o tio n  and  a d v e r t i s i n g  w ere c r e a t i v e .
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1 0 . F o r th e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  w hich one o f  t h e  f o l lo w in g
s ta t e m e n t s  r e p r e s e n t s  t h e  r o l e  o f  th e  m a rk e tin g  d e p a r tm e n t  o f  y o u r
ban k ?

a .  To make s e r v i c e s  a v a i l a b l e  on th e  m ark e t p l a c e .

b .  To c o n v in c e  c u s to m e rs  t h a t  o u r  s e r v i c e s  a r e  s u p e r i o r .

c .  To in f lu e n c e  s e r v i c e  d e v e lo p m e n t t o  be r e s p o n s iv e  t o  c u s to m e r s ' 
n e e d s .

d .  Our m a rk e t in g  d e p a r tm e n t  e s t a b l i s h e d  th e  bank  a s  a m a rk e tin g
l e a d e r .

e .  Our m a rk e t in g  d e p a r tm e n t  e s t a b l i s h e d  th e  bank  a s  a m a rk e tin g
in n o v a to r .
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SECTION I

1.
a .  F o r  t h e  p a s t  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  how would you  d e s c r ib e  to p

m a n a g e m e n t's  a b i l i t y  t o  re sp o n d  to  c h a n g e s  in  t h e  e x t e r n a l  
e n v iro n m e n t?

b .  How do you  com pare t h e s e  a b i l i t i e s  t o  t h a t  f o l lo w e d  by one o r
two o f  y o u r  n e a r e s t  c o m p e t i t o r s ,  f o r  t h e  p a s t  t h r e e  y e a r s
(1 9 8 1 -1 9 8 4 )?

SECTION I I  

C a p a b i l i t y :

The f o l l o w i n g  s e r i e s  o f  q u e s t i o n s  have to  do w ith  to p  m an ag em en t's  
a b i l i t i e s .  The a b i l i t i e s  w h ich  w ere u sed  t o  s u p p o r t  y o u r  b a n k 's  r e s p o n s e  
t o  th e  c h an g es  in  t h e  e x t e r n a l  e n v iro n m e n t d u r in g  th e  p e r io d  o f  1981 to  
1984 .

1 . F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s t a te m e n ts  r e p r e s e n t s  to p  m an ag em en t's  r i s k  p r o p e n s i ty  in  t h e  bank?

a .  They r e j e c t e d  r i s k s .

b .  They a c c e p te d  f a m i l i a r  r i s k s .

c .  They s o u g h t f a m i l i a r  r i s k s .

d .  They so u g h t  u n f a m i l i a r  r i s k s .

e .  They s o u g h t n o ve l r i s k s .

2 .  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s t a te m e n ts  r e p r e s e n t s  to p  m an ag em en t's  way o f  s o lv in g  p ro b lem s in  th e  
bank?

a .  They s o lv e d  p ro b le m s th ro u g h  t r i a l  and  e r r o r .

b .  They s o lv e d  p ro b lem s th ro u g h  d i a g n o s i s .

c .  T h e y  s o l v e d  p r o b l e m s  t h r o u g h  c h o o s i n g  a m o n g  e x i s t i n g  
a l t e r n a t i v e s .

d .  They so lv e d  p ro b le m s th ro u g h  s e a r c h in g  f o r  a l t e r n a t i v e s .

e .  They so lv e d  p ro b le m s th ro u g h  c r e a t i n g  a l t e r n a t e  s o l u t i o n s .
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3 .  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s t a te m e n ts  r e p r e s e n t s  t h e  p e r s o n a l  k n o w le d g e  r e q u i r e d  by  to p  
managem ent in  t h e  bank  f o r  c o n d u c t in g  th e  b u s in e s s ?

a .  The know ledge o f  i n t e r n a l  p o l i t i c s  was a l l  t h a t  was n e e d e d ,

b .  The know ledge o f  i n t e r n a l  o p e r a t i o n s .

c .  The know ledge o f  t r a d i t i o n a l  m a r k e ts ,  c o m p e t i t o r 's  b e h a v io r ,  and
new t e c h n o l o g i e s .

d .  The know ledge o f  g lo b a l  o p p o r t u n i t i e s .

e .  The know ledge o f  c h a n g e s  in  t h e  e n v iro n m e n t .

4 .  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s t a te m e n ts  r e p r e s e n t s  to p  m a n a g e m e n t's  model o f  s u c c e s s  f o r  y o u r  
bank?

a .  Top m a n a g e m e n t's  model o f  s u c c e s s  was s t a b i l i t y  and r e p e t i t i o n .

b .  Top m a n a g e m e n t's  model o f  s u c c e s s  was s e r v i c e  e f f i c i e n c y .

c .  Top m a n a g e m e n t's  model o f  s u c c e s s  was th e  b a la n c e  o f  i n t e r n a l  
e f f i c i e n c y  and  m a rk e t in g  r e s p o n s iv e n e s s .

d .  Top m a n a g e m e n t's  model o f  s u c c e s s  was th e  in v e s tm e n t  in  th e  m ost 
p r o f i t a b l e  o p p o r t u n i t i e s .

e .  Top m a n a g e m e n t's  model o f  s u c c e s s  was c r e a t i v i t y .

5 .  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s ta te m e n ts  r e p r e s e n t s  th e  m a n a g e m e n t's  a t t i t u d e  to w ard  change  in  y o u r  
b an k .

a .  " D o n 't  ro c k  th e  b o a t . "  -  We r e j e c t e d  c h a n g e .

b .  "R o ll w ith  t h e  p u n c h e s ."  -  We r e a c te d  to  c h a n g e .

c .  "P la n  a h e a d ."  -  We s o u g h t f a m i l i a r  c h a n g e .

d .  " I f  i t ' s  new , i t ' s  g o o d ."  -  We s o u g h t novel c h a n g e .

e .  " C re a te  t h e  f u t u r e . "  -  We c r e a t e d  c h a n g e .
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6 . F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g  
s ta t e m e n t s  r e p r e s e n t s  t h e  m a n a g e m e n t's  change  t r i g g e r  in  y o u r  bank?

a .  Change o c c u r r e d  in  o u r  bank when th e  bank was c o n f r o n te d  by
c r i s i s .

b .  Change o c c u r r e d  in  o u r  bank  when th e  bank was c o n f r o n te d  by
u n s a t i s f a c t o r y  r e s u l t s .

c .  Change o c c u r r e d  in  o u r  bank  when th e  bank was c o n f r o n te d  by
t h r e a t s .

d .  C hange o c c u r r e d  in  o u r  bank when th e  bank was c o n f r o n te d  by
t h r e a t s  and  o p p o r t u n i t i e s .

e .  Change o c c u r r e d  in  o u r  bank due to  c o n t in u e d  s e a r c h  f o r  c h a n g e .

7 . F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s ta t e m e n t s  r e p r e s e n t s  m a n a g e m e n t's  i n i t i a t i v e  in  y o u r  bank?

a .  " D o n 't  v o l u n t e e r . "

b .  "F o llo w  t h e  r u l e s . "

c .  "Run w ith  th e  b a l l . "

d .  "Be a c a r e f u l  s e l f - s t a r t e r . "

e .  "Be a s e l f - s t a r t e r . "

8 .  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s ta te m e n ts  r e p r e s e n t s  m a n a g e m e n t's  p ro b lem  s o lv in g  p ro c e s s  in  y o u r  
bank?

a .  M anagem en t's  p ro b lem  s o lv in g  p ro c e s s  was h i e r a r c h i c a l .

b .  M a n a g e m e n t 's  p r o b le m  s o l v i n g  p r o c e s s  w as h i e r a r c h i c a l  and
c o m p a r tm e n ta l iz e d .

c .  M anagem en t's  p ro b le m  s o lv in g  p ro c e s s  was h i e r a r c h i c a l  and  bank 
w id e .

d .  M anagem en t's  p ro b lem  s o lv in g  p r o c e s s  was bank  w ide and p ro b lem  
c e n te r e d .

e .  M anagem en t's  p ro b lem  s o lv in g  p r o c e s s  was p ro b lem  c e n t e r e d .
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9 .  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s t a t e m e n t s  r e p r e s e n t s  y o u r  b a n k 's  in fo r m a t io n  sy stem ?

a .  Our b a n k 's  i n f o r m a t io n  sy s te m  was b a se d  on in fo rm a l p a s t  i s s u e s .

b .  Our b a n k 's  in f o r m a t io n  sy s te m  was b ased  on in fo rm a tio n  o f  p a s t  
p e r fo rm a n c e .

c .  O ur b a n k 's  i n f o r m a t i o n  s y s te m  w as b a s e d  on e x t r a p o l a t i v e
f o r e c a s t i n g .

d .  O ur b a n k 's  i n f o r m a t i o n  s y s te m  w as b a s e d  on e x t r a p o l a t i v e
f o r e c a s t i n g  and some e n v iro n m e n ta l  s u r v e i l l a n c e .

e .  O ur b a n k 's  i n f o r m a t i o n  s y s te m  w as b a s e d  on e n v i r o n m e n ta l
s u r v e i l l a n c e .

10 . F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g
s t a t e m e n t s  r e p r e s e n t s  t h e  re w a rd s  and  i n c e n t iv e s  sy s tem  o f  y o u r  bank?

a .  R ew ards and  i n c e n t i v e s  w ere b a se d  on le n g th  o f  s e r v i c e .

Rewards and in c e n t i v e s  w ere b ased  on p a s t  p e r fo rm a n c e .

c .  Rew ards and  in c e n t i v e s  w ere b a se d  on c o n t r ib u t io n  o f  g ro w th .

d .  Rew ards and i n c e n t i v e s  w ere b a se d  on c o n t r ib u t io n  o f  g row th  and 
c o n t r i b u t i o n  t o  i n n o v a t io n .

e .  Rew ards and  i n c e n t i v e s  w ere b a se d  on c o n t r i b u t i o n  to  in n o v a t io n .
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PART IV 

D em ograph ics

1 . P o s i t i o n  a t  c u r r e n t  e s t a b l i s h m e n t :  ____________

2 . A ge: ________________

3 . S ex : M ale: ______ , Fem ale:_______

4 . Y ears o f  em ploym ent a t  c u r r e n t  e s t a b l i s h m e n t :

5 . H ig h e s t  l e v e l  o f  e d u c a t io n  a t t a i n e d :

H igh School ______
A .A . ______
B.S./BT7TI
M .S ./M .A ./M .B .A . ______
P H .D ./D .B .A . ~
O th e r  ( P le a s e  S p e c i f y )  ______

6 . A re a  o f  e d u c a t i o n a l  s p e c i a l i z a t i o n :  _______

7 . E x p e r i e n c e :  ( P l e a s e  u se  t h e  b a c k  o f  t h i s  s h e e t  f o r  a d d i t i o n a l  
i n f o r m a t io n ) :

3 .  Which o f  th e  fo l lo w in g  com m ercial s e c t o r s  i s  y o u r  bank in v o lv e d  in ?

a .  In v e s tm e n t  B ank ing  Yes _____  No
b .  A s s e ts  Based B anking  Yes No
c .  I n t e r n a t i o n a l  Group B anking  Yes No _____
d .  C o rp o ra te  B anking  Y e s   N o _____
e .  R e ta i l  B anking  Yes ____  No______
f .  O th e r ,  p l e a s e  s p e c i f y : ____________________

9 . A p p r o x i m a t e  n u m b e r  o f  e m p l o y e e s  i n  y o u r  e s t a b l i s h m e n t :

10 . A p p r o x im a te  n u m b e r  o f  b r a n c h e s  o f  y o u r  e s t a b l i s h m e n t :

11 . How many y e a r s ,  i f  a n y ,  h a v e  y o u  w o rk ed  o u t s i d e  t h e  b a n k in g  
in d u s t r y ? _____________________________
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12 . How m a n y  y e a r s  d i d  y o u  w o r k  i n  t h e  b a n k i n g  i n d u s t r y ?

1 3 . A pprox im ate  an n u a 1] s a l a r y :  _________________________________

1 4 . Are y o u : M a r r i e d _________, S i n g l e _______, D i v o r c e d ______ .

15 . Number o f  c h i ld r e n  in  y o u r  f a m i ly :  __________________
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FOR OUTSIDE OBSERVERS ONLY

A Q u e s t io n n a i r e

D ear R e sp o n d e n t,

o The p u rp o se  o f  t h i s  s tu d y  i s  t o  c o n t r i b u t e  t o  k n o w led g e , and  exam ine  
and b u i ld  t h e o r y .

o P le a s e  do n o t i n d i c a t e  in  an y  way y o u r  i d e n t i f y  o r  th e  i d e n t i t y  o f  
y o u r  e s t a b l i s h m e n t .

o I f  y o u  have any  q u e s t i o n s ,  p le a s e  f e e l  f r e e  t o  ask  b e c a u s e  y o u r
th o u g h ts  and h o n e s t  r e s p o n s e s  a r e  o f  u tm o s t v a lu e .

o The q u e s t io n n a i r e  i s  d iv id e d  in t o  two s e c t i o n s  f o r  each  p a r t .  The
f i r s t  s e c t i o n  i s  u n s t r u c tu r e d  and th e  s eco n d  i s  s t r u c t u r e d .

o Thank you  f o r  y o u r  t im e  and c o n s i d e r a t i o n .

V ery t r u l y  y o u r s ,

Tamer Salam eh 
S t r a t e g i c  Management 
R e s e a rc h e r
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QUESTIONNAIRE

PART I ENVIRONMENTAL TURBULENCE 

SECTION I

(1 9 8 1 -1 9 8 4  = Decem ber 31 1981 -  Decem ber 31 1984)

1.
a .  D e s c r i b e  t h e  c h a r a c t e r i s t i c s  o f  t h e  ch an g es  in  th e  ban k in g

i n d u s t r y 's  e x t e r n a l  e n v i r o n m e n t  o v e r  t h e  l a s t  t h r e e  v e a r s
(1 9 8 1 -1 9 8 4 )?

b .  C o u ld  y o u  s t a t e  s p e c i f i c a l l y  w hat w ere th e  m ost s i g n i f i c a n t  
c h a n g e s  from  th o s e  you  have d i s c u s s e d ?

SECTION I I

The f o l lo w in g  s e r i e s  o f  q u e s t io n s  have t o  do w ith  th e  c h a n g e s  w hich  o c c u r  
in  th e  e x t e r n a l  e n v iro n m e n t o f  th e  b an k in g  i n d u s t r y .

1 . F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l lo w in g
s t a t e m e n t s  b e s t  d e s c r ib e s  th e  f a m i l i a r i c y  to w a r d s  e v e n t s  in  t h e
e n v iro n m e n t o f  th e  b an k in g  in d u s t r y ?

a .  N o th in g  r e a l l y  ch an g es much in  th e  e n v iro n m e n t .

b .  C h a n g e s  in  t h e  e n v i r o n m e n t  w ere  r e p e t i t i o n  o f  th e  bank ing  
i n d u s t r y 's  e x p e r i e n c e .

c .  C hanges in  th e  e n v iro n m e n t w ere u n d e rs to o d  when b a n k in g  in d u s t r y  
m an ag e rs  c o n s id e re d  h i s t o r i c a l  d e v e lo p m e n t.

d .  T he e v e n t s  in  t h e  e n v i r o n m e n t  w e re  d i s c o n t in u o u s ,  b u t th e  
b a n k in g  in d u s t r y  m anagers  e x p la in e d  them  when th e y  th o u g h t o f  
e x p e r i e n c e .

e .  C hanges in  t h e  e n v iro n m e n t w ere new, and n o t e x p e r ie n c e d  b e f o r e .
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2 .  F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g  
s t a t e m e n t s  b e s t  d e s c r i b e s  t h e  speed  o f  ch an g e  in  th e  e n v iro n m e n t o f  
t h e  b a n k in g  i n d u s t r y ?

a .  Speed  o f  c h an g e  in  th e  en v iro n m e n t was much s lo w e r  th a n  th e  
b a n k in g  i n d u s t r y 's  sp eed  o f  r e s p o n s e  t o  i t .

b .  Speed o f  ch an g e  in  th e  e n v iro n m e n t was s lo w e r  th a n  th e  b a n k in g
i n d u s t r y 's  sp eed  o f  r e s p o n s e  t o  i t .

c .  Speed o f  ch an g e  in  t h e  e n v iro n m e n t was co m p a ra b le  t o  t h e  b a n k in g
i n d u s t r y 's  sp eed  o f  r e s p o n s e  t o  i t .

d .  Speed o f  ch an g e  in  t h e  en v iro n m e n t was s h o r t e r  th a n  th e  b a n k in g
i n d u s t r y 's  sp eed  o f  r e s p o n s e  t o  i t .

e .  Speed o f  chan g e  in  th e  e n v iro n m e n t was much s h o r t e r  th a n  th e  
b a n k in g  i n d u s t r y 's  sp eed  o f  r e s p o n s e  t o  i t .

3 . F o r  t h e  p a s t  t h r e e  y e a r s  ( 1 9 8 1 - 1 9 8 4 ) ,  w h ic h  o f  t h e  f o l l o w in g  
s t a t e m e n t s  b e s t  d e s c r i b e s  t h e  v i s i b i l i t y  o f  t h e  f u t u r e  in  t h e  
e n v iro n m e n t o f  th e  b a n k in g  in d u s t r y ?

a .  The b a n k in g  i n d u s t r y ' s  e n v i r o n m e n t  r e m a in e d  s u b s t a n t i a l l y  
u n c h a n g e d .

b .  The b a n k in g  i n d u s t r y 's  e v o lv e d  in  a h i s t o r i c a l l y  l o g i c a l  m a n n e r .

c .  The b a n k in g  i n d u s t r y 's  en v iro n m e n t was f o r e s e e n  th ro u g h  a n a l y s i s
o f  t h r e a t s  and o p p o r t u n i t i e s .

d .  The b a n k in g  i n d u s t r y 's  en v iro n m e n t was d i f f i c u l t  to  p r e d i c t .

e .  The b a n k in g  i n d u s t r y 1;  e n v i r o n m e n t  w as c h a r a c t e r i z e d  by 
u n p r e d ic t a b l e  s u r p r i s e s .

4 . F o r th e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  p l e a s e  i n d i c a t e  t h e  b an k in g  
i n d u s t r y 's  b u s in e s s  sco p e  in  e ach  o f  th e  f o l lo w in g :

a .  The b a n k in g  i n d u s t r y 's  b u s in e s s  sco p e  was Abu D h a b i.

b .  The b a n k in g  i n d u s t r y 's  b u s in e s s  s c o p e  was U n ite d  A rab E m ir a te s .

c .  The b an k in g  i n d u s t r y 's  b u s in e s s  sco p e  was Arab c o u n t r i e s  and 
d e v e lo p in g  c o u n t r i e s .

d .  The b a n k in g  i n d u s t r y ' s  b u s i n e s s  s c o p e  w as A rab c o u n t r i e s ,  
d e v e lo p in g  c o u n t r i e s ,  and d e v e lo p e d  c o u n t r i e s .

e .  The b an k in g  i n d u s t r y 's  b u s in e s s  sco p e  was g l o b a l .
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5 . F o r t h e  p a s t  t h r e e  y e a r s  (1 9 8 1 -1 9 8 4 ) ,  p le a s e  i n d i c a t e  th e  e x t e n t  o f  
im p o r ta n c e  o f  e a c h  o f  t h e  f o l lo w in g  a s  t h e y  a f f e c t  t h e  b a n k in g  
i n d u s t r y 's  d e c i s i o n  m ak in g , w ith  re g a rd  t o  c h a n g e s  in  t h e  e x t e r n a l  
e n v iro n m e n t .

Not Low Medium H igh V ery High
I m p o r ta n t  Im p o rta n c e  Im p o rta n c e  Im p o rta n c e  Im p o rta n c e

Economic
ch a n g e s  1____________ 2_____________ 3_____________ 4___________ 5

T e c h n o lo g ic a l 
c h a n g e s  1 2 3 4 ■ 5

S o c i o - p o l i t i c a l  
c h a n g e s  1 2 3 4 5
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PART I I  

D em ograph ics

1 . P o s i t i o n  a t  c u r r e n t  e s t a b l i s h m e n t :  __________________

2 . Age: ________________

3 . S ex : M ale: ______ , F em a le :_______

4 . Y ears o f  em ploym ent a t  c u r r e n t  e s t a b l i s h m e n t :  _____

5 . H ig h e s t  l e v e l  o f  e d u c a t io n  a t t a i n e d :

High School ______
A.A. ______
B .S ./B ~ X ~
m. s. / m. a. / mT O T ____
P H .D ./D .B .A . ______
O th e r  ( P l e a s e  S p e c i f y )  ______

6 . Area o f  e d u c a t io n a l  s p e c i a l i z a t i o n :  _______________________________________

7 . E x p e r i e n c e :  ( P l e a s e  u s e  t h e  b a c k  o f  t h i s  s h e e t  f o r  a d d i t i o n a l  
i n f o r m a t io n ) :

8 .  A p p r o x i m a t e  n u m b e r  o f  e m p l o y e e s  i n  y o u r  e s t a b l i s h m e n t :

9 .  A p p r o x i m a t e  n u m b e r  o f  b r a n c h e s  o f  y o u r  e s t a b l i s h m e n t :

10 . How many y e a r s ,  i f  a n y ,  h ave  you  w orked o u t s id e  th e  b a n k in g  in d u s t r y ?

11 . How m an y  y e a r s ,  i f  a n y ,  h a v e  y o u  w o rk e d  i n  t h e  b a n k i n g
i n d u s t r y ? ____________________

12. A p p ro x im a te  a n n u a l s a l a r y :  ________________________ __

13. Are y o u : M arr ied __ ________ , S in g le  ______ , D iv o r c e d _______ .

14 . Number o f  c h i l d r e n  in  y o u r  f a m i ly :  __________________
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Table 25. Onew a y  A nalysis of Variance for A n e t i  Utilization aa a Function
of Bank G roupings

Variable Aaaets U tilizatio n
By Variable GBOUP

Analysis o f Variance

Sua of Kean F F
Source D.P. Squares Squares Ratio Prob.

Between Groups 2 20.4 10.232 0.1859 0.8317
Vithin Groups 21 1156.0 55.051
Total 23 1176.5

Standard Standard
Group Count Mean Deviation Brrc: Minisus Naxiaus

Group 1 3 13.509 3.401 1.9637 9.77 16.43
Group 2 10 12.315 10.313 34615 2.43 40.61
Group 3 11 10.893 4.190 1.2634 1.34 16.73

Total 24 11.813 1.152 1.4599 1.34 (0.61

Tests for Hoaogeneity o f Variance

Cochrans C : Max. Variance/Sua(variances) = 0.1850, 1P : 0.003 (Approx.
B a rtlett •  Box F 3.953, P : 0.020
Maxiaua Variance /  Hiniaus Variance 9.195

M ultiple Range Test (Least S im ifica n t Difference Procedure)
... . . . . . . . . . . . . . . . . . . . . . . . . . .  Ranges for the 0.050 level -

Mo two croups are s ig n ific a n tly  d ifferen t at the .050 lev e l.

2 3 2
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Table 26. O n e w a y  Analysis of V a riance for Equity Utilisation at a Function
of Bank Grou p i n g s

Variable Equity U tiliz a tio n  
By Variable CROUP

Analysis o f Variance

Sua of Bean F F
Source D.F. Squares Squares Batio Prob.

Between Groups 2 8245.9 4122.9 0.3956 0.6782
Vithin Groups 21 218849.1 10421.3
Total 23 227095.0

Standard Standard
Group Count Kean Deviation Error Kiniaua Haxiaua

Group 1 3 141.98 65.95 38.080 93.93 217.18
Group 2 10 138.15 142.64 45.108 28.95 524.81
Group 3 11 101.90 51.98 15.673 19.15 186.38

Total 24 122.01 99.36 20.283 19.15 524.81

Tests for Hoaogeneity of Variance

Cocbrani C = Has. Variance/3ua(variancesJ :  
B a rtlett -  Bor P =
Haiiiua Variance /  Kiniaua Variance

0.7426, ? : 0.003 (ipprox.)
4.237, P : 0.015
7.530

Hultiple Bange Test (Least S ign ifican t Difference Procedure)
Banges for the 0.050 lev el -

No two groups are s ig n if ic a n t ly  d ifferen t a t the .050 le v e l .
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Table 27. O n eway Analysis of Variance for Loans to Deposits as a Funct i o n
of Sank G r o upings

Variable Loans to Deposits 
By Variable GROUP

Analysis of Variance

Sue of dean F F
Source D.F. Squares Squares Ratio Pr ob.

Between Groups 2 4041.42 2020.7145 3.5049 0.0477
Within Groups 22 126B3.8 576.5377
Total 24 16725.25

Standard Standard
Group Count Hean Deviation Error diniaua daxiaua

Group 1 3 60.26 3.8230 2.20 56.25 63.86
Group 2 10 52.13 18.39 5.61 25.25 85.41
Group 3 12 78.97 29.55 8.53 30.45 122.40

Total 25 65.99 26.39 0.0921 25.25 122.40

Tests for Hoaogeneity of Variance

Cochrans C : flax. Variance/Sua(variances) : 0 .7123, P : 0.016 (Approx.)
B a rtle tt  - Box F : 3 .467, P = 0.032
daxieua Variance /  fliniauo Variance 59.775

M ultiple Range Test (Least S ign ificant Difference Procedure)
. ............................  Ranges for the 0.050 lev el -

2.93 2.93

The ranges above are table ranges.
The value a ctua lly  coipared with Mean (J) -  dean (1) i s . .

0.2930 * Range * S qrt(l/H (I) * 1/N(3))

(>) Denotes p airs of groups sig n ifica n tly  d ifferen t at the 0.050 lev e l

Kean Group 2 1 3

52.13 2
60.26 1
78.97 3 *
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Table 21. Oneway A n a lysis of  Variance for Profit Martin as a Function
o f  Bank G r o u p i n n

Variable P ro fit Martin 
By Variable GROUP

Analysis of Variance

Sua of Mean F F
Source D.F. Squares Squares Ratio Prob.

Between Groups 2 321.167 160.734 1.2453 0.3082
Vitbin Groups 21 2710.425 129.067
Total 23 3031.893

Standard Standard
Group Count Mean Deviation Error Miniaua Maxiiui

Group 1 3 21.229 8.080 4.6650 12.07 27.372
Group 2 10 9.837 5.576 1.7633 3.07 18.626
Croup 3 11 10.544 15.165 4.5727 -5.17 50.507

Total 24 11.585 11.481 2.3436 -5.17 50.507

Testa for Hoaofeneity o f Variance

Cochrans C : Max. Variance/Sua(variances) : 
B a rtlett - Box P =
Maxiiui Variance /  Minima Variance

0.7047, P = 0.019 (ipprox.)
3.848, P -- 0.022
7.3S7

Multiple Ran(e Test (Least S ign ifican t Difference Procedure)
. ... . . . . . . . . . . . . . . . . . . . . . . . . .  Rentes for the 0.050 lev el -

Ho two (roups are s i tn i f ic a n t ly  d ifferen t at the .050 le v e l.
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Table 29. Oneu a y  Analysis of Variance for Equity Multiplier as a Function
of Bank G r o u p i n g

Variable Bquitj M ultiplier
By Variable GBOUP

Analysis of Variance

Sub of Mean F F
Source D.F. Squares Squares Eatio Prob.

Betueen Groups 
Vitbin Groups 
Total

2 1.54 
22 386.64 
24 388.19

0.771
17.5?

0.0439 0.9571

Group Count Mean

Group 1 3 10.948
Group 2 10 10.864
Group 3 12 10.389

Total 25 10.646

Tests for Hoaogeneity of Variance

Standard Standard
Deviation Error Minisua Maxisus

4.8149 2.7799 5.71 15.18
3.7965 1.2006 4.34 17.21
4.3752 1.2630 4.29 17.23

4.0218 0.8044 4.29 17.23

CocbranB C : Max. Variance/Sua{variances) = 0.4086, P : 0.860 (Approx.)
B artlett - Box F : 0.131, P = 0.8TT
Kaxiaui Variance /  Minisua Variance I.SOS

Multiple Eange Test (Least S ign ificant Difference Procedure)
  gauges for the 0.050 lev el -

Mo tvo groups are s ig n ifica n tly  d ifferen t at the .050 le v e l .
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Tabla JO. Oneuay Analy s i s  of V ariance for Expenditure to Net Incos* as a
Function of Bank G roupings

Variable Expenditure to Net Incoie 
By Variable GROUP

Analysis of Variance

Sua of Kean F F
Source D.F. Squares Squares Ratio Prob.

Between Groups 2 504.495 252.247 1.7927 0.1911
Within Groups 21 2954.876 104.708
Total 23 3459.372

Standard Standard
Group Count rtean Deviation Error Kiniaua Kaxiaua

Group 1 3 4.353 2.546 1.4702 2.653 7.281
Group 2 10 13.615 9.885 3.1262 4.369 31.550
Group 3 11 18.650 14.360 4.3299 0.980 48.075

Total 24 14.765 12.264 2.5034 0.980 46.075

Tests for Hoaogeneity of Variance

Cochrans C : flax. Variar.ce/Sua(variances) = 
B a rtlett - Box F :
Haxiaua Variance /  Hiniaue Variance

0.6643, P : 0.041 (Approx.)
2.552, P = 0.079
31.805

Multiple Range Test (Least S ign ificant Difference Procedure)
... . . . . . . . . . . . . . . . . . . . . . . . . . .  Ranges for the 0.050 lev el -

No tuo groups are s ig n if ic a n t ly  d ifferen t at the .050 lev e l.
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