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Established in 1973 – EIN: 04-2654109 

 
 

 

 

 

 

 

Dear Colleagues and Friends, 

 

On behalf of the Northeast Business & Economics Association Board Members, I 

want to thank you for making our 46th annual conference such a successful one. For 

those who joined our conference for the first time, I hope that you attended many of 

the sessions and that you found them to be engaging. I also hope that you got to 

meet other attendees, so you could see why so many people return year after year. 

 

This year we hosted scholars and practitioners from a wide range of business 

disciplines. Well over 100 papers were accepted. This year we were pleased to 

award twenty student scholarships to the conference.  

 

I’d like to once again thank this year’s Program Chair, Arlene Nicholas, and our 

Proceedings Editor, Naz Onel. I know you’ll agree that they both did an excellent 

job. 

 

Please remember to include the 2020 NBEA conference on your calendar. Ahmad 

Etebari is planning a terrific conference from November 12-14, 2020. The location 

– Sheraton Portsmouth Harborside Hotel in Portsmouth, New Hampshire – should 

be beautiful.  

 

On a personal note, I am grateful for having had the opportunity to serve as president 

of the NBEA the last three years. I am confident that Amit Mukherjee will do a 

wonderful job as the NBEA's new president. 

 

With best regards, 

 

 

Stu 
Stuart Rosenberg 

President, Northeast Business & Economics Association 
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ABSTRACT 

The most widely circulated Egyptian daily newspaper (one million copies per day), Al-Ahram (Egyptian Arabic: األهرام; The 

Pyramids), was evaluated during a one-year study period (October 1st, 2017 - September 30th, 2018) using an established 

methodology to assess coverage of ethical issues affecting the pharmaceutical industry in front-page and editorial articles (Sillup 

and Porth, 2004). Coverage was identified in 90 articles with only four of the articles on the front-page. These articles all reported 

about smuggling of medicines, especially the opioid-like medicine, tramadol, originally marketed by the Johnson & Johnson 

subsidiary, Ortho-McNeill-Janssen as Ultram®, as well as several other manufacturers, such as ConZip® by Vertical Pharma. 

The most widely reported issues in the 86 editorials all addressed access to medicines. Nineteen articles were about lack of health 

insurance coverage for medicines, nine were about smuggling prescription medicines into the country, a carryover from the front-

page articles and six were about counterfeit medicines. into the country and counterfeit drugs are issues that have been observed 

in the U.S. as well as other countries around the globe. 
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The Profitability Premium in Financial Firms 
 

 
 

 

 

ABSTRACT  

We investigate the existence of a profitability premium within the financial services sector. The profitability premium that has 

been documented in the literature using several measures of profitability mostly applies to non-financial firms; for example, 

Novy-Marx (2013). We propose a new simple and intuitive profitability measure for financial firms as revenues minus interest 

expense (standardized by book equity). We show that our measure yields a 42 and 56 bps return premium per month for equal-

weighted and value-weighted portfolios, respectively. The high-low decile portfolios produce significant alpha in a Fama-French 

Five Factor model framework. Our findings stay robust when measured against other established profitability measures in the 

literature. 

Keywords  

average returns, profitability, investment, financial firms 

1  INTRODUCTION  

There is growing evidence that profitable firms have outperformed less profitable firms. The two major empirical papers in the 

area are Novy-Marx (2013) and Fama and French (2015). Novy-Marx, however, excludes financials from his sample of firms 

and uses Gross Profitability as his measure (i.e., Revenue – Cost of Goods Sold). Fama and French do not exclude financials and 

use a more comprehensive measure of profitability (Revenue – Costs of Goods Sold – Selling, General, and Administrative 

Expenses – Interest Expense). Both papers find that an investment strategy that invests in the most profitable firms and shorts 

the least profitable firms earns abnormal returns. It is intuitive that profitability measures should differ across industries. This is 

especially true for financials where their major costs are capital (interest) changes. Novy-Marx (2013) also investigates industry-

adjusted profitability and finds: 

 

“Industry-adjusting gross profitability does reduce the volatility of the associated factor, but it also increases its average returns, 

suggesting that industry-adjusted profitability is truly more strongly associated with average excess returns.” 

 

We investigate whether there is a profitability premium within the financial services sector. Further, we investigate various 

measures of profitability to determine the measure with the greatest and most reliable spread in returns between the most 

profitable and least profitable financial firms. Thus, we seek to find the profitability measure that maximizes the profitability 

premium in financials. The importance of our research is practical. Investment managers, especially using insights from the 

academic research on factors, seeking to incorporate information about the expected returns of financial firms ought to consider 

the differences in measuring profitability within the sector. Our research provides an increased understanding of factors driving 

the returns of financial firms especially as it relates to profitability. 

 

2  LITERATURE REVIEW 

As in Fama and French (2006) and Novy-Marx (2013), the notion that profitability should be associated with higher returns 

comes from the standard stock valuation formula that posits a stock’s value is the present value of the future dividends discounted 

at their required return: 

 

𝑃𝑡=0 = ∑
𝐸𝑡(1 − 𝑏)

(1 + 𝑟)𝑡
 

 

where Pt=0 is the price of the stock today, the numerator in the infinite summation is the firm’s expected dividends expressed as 

earnings at time t (Et) multiplied by one minus the plowback (1-b) and the required return is denoted by r. If we hold today’s 

stock value constant, we can see that as future earnings increase so must the required return. Further, if there is persistence in 

Nazli Sila Alan 
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jmcdermott@fairfield.edu 
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earnings, then today’s earnings are a reasonable forecast of future earnings. Thus, by sorting firms based on current profitability, 

the expectation is more profitable firms will have higher expected returns. 

 

Following this logic, Novy-Marx (2013) finds an average return spread of 31 bps per month between the highest and lowest 

profitable firm quintiles in the US over the period July 1963 to December 2010. The alpha in a Fama-French three-factor model 

regression that controls for differences in market, size, and value exposure, rises to 52 bps per month. Novy-Marx uses a measure 

of “gross profitability” defined as Revenue less Cost of Goods Sold scaled by book Total Assets. Novy-Marx also looks at 

“earnings before extraordinary items” and a measure of free cash flow. As previously noted, Novy-Marx does, however, exclude 

financials defined as firms with one-digit SIC codes of six.  Novy-Marx also finds the profitability effect persists in a subset of 

the largest US non-financials and in international stocks as well. 

 

Fama and French (1993, 2006, 2008) previously looked at the relationship between profitability and average returns and found 

only a weak relationship that was explained by differences in size and book to market ratios. In these papers, Fama and French 

use “Income before Extraordinary Items” scaled by book equity as their profitability measure. Fama and French (2008) finds that 

after controlling for differences in market capitalization and book-to-market, there is little support for a positive relationship 

between profitability and average returns. 

 

Recently, Fama and French (2016) develop a five-factor asset pricing model to explain the cross-section of stock returns. They 

extend their three-factor model (1993) by adding a profitability factor (RmW) and an investment factor (CmA). The profitability 

factor is formed by forming 25 Size-OP portfolios based on market capitalization and “operating profitability” defined as 

revenues minus cost of goods sold minus SG&A expenses, minus interest expense, all scaled by book equity. In contrast to Novy-

Marx, Fama and French do not exclude financials and use the full universe of US publically traded stocks. From the Ken French 

data library, we calculate their profitability (RmW) factor to have an annualized return of 2.74% over the period 7/1963 through 

12/2017. 

 

One key difference between the gross profitability measure of Novy-Marx (2013) and the operating profitability measure of 

Fama and French (2016) is the treatment of interest expense. As interest expense is clearly an important expense for financial 

firms, profitability measures that are “before interest” may be leaving out valuable information about the profitability of financial 

firms. Financial firm profitability is related to the spread between the return on the assets and the capital cost of their sources of 

capital. The capital cost is directly related to the interest rate the firms face in the capital markets and thus the interest expense is 

highly relevant to financial firm profitability. 

 

Other research related to profitability in the empirical asset-pricing literature focuses on a more general concept of quality. Early 

work on quality focused on accruals as in Sloan (1996). More recent work on quality includes Chan, Chan, Jegadeesh, and 

Lakonishok (2006) and Asness, Frazzini, and Pedersen (2017). Building on the work of Sloan (1996), Chan et al. find that firms 

with higher (lower) quality earnings (i.e., lower levels of accruals) are associated with higher (lower) future returns. The Asness, 

Frazzini, and Pedersen (2015) concept of quality is multi-dimensional including profitability and profitability growth, 

profitability quality, leverage, and credit risk. Our paper does not directly address quality measures, neither earnings nor multi-

dimensional, in financials but rather focuses on the narrower concept of profitability. 

 

The literature clearly finds a positive relation between profitability and average returns. A profitability factor is now featured 

along with market, size, value, and investment in the most recent Fama-French multi-factor model for explaining equity returns. 

Despite this, the evidence on the profitability-returns relationship for financial firms is not clear. We seek to close this gap in the 

literature. 

 

3  DATA AND METHODOLOGY 

Our sample is the intersection of CRSP and Compustat universes for US (NYSE, AMEX, and NASDAQ) firms with one-digit 

SIC codes of six dating from July 1963 through the end of 2018. We eliminate firms that have incomplete data to form at least 

one of our profitability measures and also those with an incomplete returns history. The number of sample firms for each year is 

detailed in Table 1. The total sample has 430,836 firm-month observations (41,253 firm-year observations) for a total of 4,317 

firms. 

 

As in Novy-Marx (2013), we use Compustat that begins in 1962 (year of AMEX inclusion) and accounting data to the end of 

June in the following year, therefore our tests start with portfolio returns in July, 1963. 

We use the following measures of profitability drawn from the literature and provide their definitions using Compustat variable 

identifiers: 
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1. Gross Profitability (GP) as in Novy-Marx (2013) is defined as total revenue less cost of good sold scaled by total book 

assets = (REVT – COGS)/ AT.  

2. Return on Assets (ROA) as in Novy-Marx (2013) is defined as Income before extra-ordinary items scaled by total book 

assets = (IB / AT). 

3. Operating Profitability (OP) as in Fama-French (2016) is defined as total revenue less cost of goods sold less selling, 

general, and administrative expenses less interest expenses = (REVT – COGS –XSGA – XINT)/ BE. 

4. Return on Equity (ROE) as in Fama-French (1996, 2016) is defined as Income before Extraordinary Items scaled by 

book equity = (IB / BE).  

5. Financials Operating Profitability (FOP) is our measure of profitability for financials is defined as total revenue less 

interest expense scaled by book equity = (REVT – XINT) / BE. 

 

We follow the methodology of Novy-Marx (2013). We select financials (SIC code = 6xxx) from the combined US CRSP-

COMPUSTAT universe. For each firm, we calculate the various profitability measures as detailed above. For each profitability 

measure, we form deciles (or quintiles) using NYSE breakpoints. We then create market-value weighted portfolios for each 

decile (quintile) and calculate monthly portfolio returns for each month and for each decile (quintile) portfolio until the next 

reconstitution. We reconstitute the portfolios at the end of each June in year t using previous calendar year t-1 profitability sorts. 

Our primary output are the monthly returns by profitability decile (quintile) for each profitability measure over the period 7/1963 

through 12/2018. 

 

4 ANALYSIS 

We conduct a univariate portfolio analysis for each of the five profitability measures we employ: GP, ROA, OP, ROE, FOP. 

Each month, we sort our sample into decile portfolios based on the firms’ corresponding profitability values, and we report the 

one-month ahead portfolios’ value-weighted returns. We use NYSE breakpoints because the CRSP decile breakpoints are 

affected by the large number of small NASDAQ and Amex stocks. The Decile 1 portfolio contains firms with the lowest 

profitability, and the Decile 10 portfolio comprises of firms with the highest profitability. The univariate portfolio analysis reveals 

that three of the profitability measures (i.e., ROA, ROE, OP) do not seem to explain the expected returns for financial firms. 

Only for Novy-Marx’s GP measure do we observe significant results, with 36 basis points return monthly differential between 

the lowest and the highest profitability portfolios. The significant difference in returns is not fully explained by neither the Fama-

French 3 nor 5 factor models.  The alpha, however, is reduced to 23 bps per month and loses its significance (t =1.14) when we 

use the Fama and French five-factor model augmented with the UmD momentum factor to explain the difference in returns 

between the high and low profitability decile portfolios. 

 

On the other hand, our financial operating profitability (FOP) measure, moving from the lowest to the highest FOP decile 

increases monthly average portfolio raw returns by 56 basis points (from 0.81% to 1.37%). Based on Newey and West (1987) 

standard errors (using 5 lags), these differences are significant at the 1% level. This evidences that realized returns are higher for 

stocks that are more profitable – i.e., that investors may demand a profitability premium from financial firms. To assess whether 

or not the FOP, return relationship is driven by other commonly used systematic risk factors, we report abnormal returns adjusted 

by: (i) Fama and French (1993) three factors (market, size, book-to-market), (ii) Fama and French (2016) five factors (profitability 

and investment in addition to the previous three factors), and (iii) Carhart (1997) price momentum factor in addition to the five 

factors of Fama and French. The results are comparable to those we find with raw returns. Going from low FOP to high FOP 

deciles, the FF 3-factor adjusted monthly returns increase 44 basis points (from -0.19% to 0.25%); the FF 5-factor adjusted 

monthly returns increase 47 basis points (from -0.25% to 0.21%); and the FF 5 + Carhart momentum factor adjusted monthly 

returns increase 44 basis points (from -0.25% to 0.18%). These differences are all statistically significant at 5% level.  

 

5  CONCLUSIONS 
We demonstrate that a positive relation between profitability and average returns exists for financial firms and fills the gap in the 

literature that documents the profitability-returns relation for non-financial firms as in Novy-Marx (2013). Our research confirms 

the existence of a gross profitability premium in financials using Novy-Marx (2013) gross profitability measure. Further, we 

propose a financial operating profitability measure (Total Revenue less Interest Expense all scaled by Book Equity) that is simple 

and intuitive. Our measure results in a significant premium when comparing high and low decile portfolios (56 bps / month) that 

persists as alpha in multi-factor model frameworks that include the Fama-French (2015) profitability factor (RmW) as a regressor. 

Our financial operating profitability measure has the potential to increase the expected return of portfolios with significant 

positions in financials by overweighting financials with high financial operating profitability and underweighting or shorting 

those financial firms with low financial operating profitability. 
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ABSTRACT 

This is an econometric analysis of demand for travel to Cyprus by Britons. We examined the competitive and complementary 

relations between travel to Cyprus and other well-established travel destinations in the Mediterranean basin. Because many 

package tours include several countries in their destinations within a given journey, and because individual travelers find it more 

advantageous to visit more than one country in a single trip, it may be meaningful to examine international travel within the 

contest of groups of countries rather than a single country competing for international travelers. Specifically, we provides an 

analysis of the interdependency existing between the tourism sectors of Cyprus and that of Greece, Spain, Portugal, Malta, and 

Turkey regarding British travelers. We provide estimates of income and relative price elasticities based of export demand 

equations upon annual data from 1980-2016 by using the OLS method. Further, we tested for the stationarity of the variables and 

derived estimates of the First Differences. These tests confirm a strong association between the incomes of Britons and their 

decision to travel to Cyprus. Furthermore, we show that the relative prices between Cyprus and other competing destinations in 

the Mediterranean play an important role in determining British travel to Cyprus. 

 

Keywords 

British travel to Cyprus, econometric analysis of international travel, tourism demand 

 
1 INTRODUCTION 

International tourism is the single most important export industry of the island of Cyprus located in the Southeastern corner of 

the Mediterranean Sea. On the average over the most recent years, revenues from tourism account approximately for 20% of 

total exports and 12% of the island’s GDP (Table1). Visitors from UK are by far the most important international travelers to 

Cyprus that account, at times, for more than 50 percent of the total international arrivals to the island (Tables 2).  

 
Table 1. Tourist Receipts as a share of Exports and GDP of Cyprus  

 

 
 

 

 

 

 

YEAR 

Cyprus 

Exports as a 

% of GDP 

Tourism 

Receipts as a 

% of Exports 

Tourism 

Receipts as a 

% of GDP 

2014 62% 19% 11% 

2015 65% 18% 12% 

2016 65% 20% 13% 

2017 64% 22% 14% 

 

mailto:Anastas@fdu.edu
mailto:Petros46@aol.com
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 Table 2. UK Arrivals to Cyprus 

 

 
Nevertheless, this important source for revenues and economic activity for Cyprus is prone to cyclical economic fluctuations and 

heavily influenced by the competitiveness of similar tourist destinations in the region as well as the political climate that has often 

been in turmoil in the neighboring areas. Political instability and conflict in the region, as well as world economic recessions have 

at times interrupted a steady and sturdy growth in tourist arrivals (see 1990-92 and 2002-04 in Chart 1) with serious consequences 

in revenues and employment affecting the island’s entire economy.  

 

  Figure 1. Tourist Arrivals to Cyprus 2005-2016 

 

 

 
Tourism is a multifaceted industry encompassing several sectors of the economy and many non-economic factors such as 

political, sociological, and cultural, which may affect its growth and ordinary functioning. This study, however, will exclusively 

address the economic only aspects of tourism in Cyprus affecting the arrivals of British tourist. The study presents a demand 

equation model along the lines of econometric modeling listed in the earliest literature review We used a traditional demand 

equation model along the lines of econometric modeling listed in the earliest literature review of international travel by Artus 

(1976), and numerous others such as Calatone (1987), Crouch (2000), Witt and Witt (2000) and others. In addition, these models 

represent special applications of the initial econometric models of international trade that were developed by the pioneer in 

econometrics Jan Tinbergen and other researchers in the 50s and 60s Cheng (1959), Anastasopoulos (1997). As a result, we 

examine the role incomes in the UK will influence the decisions of Britons to travel to Cyprus, as well as the relative prices 

between Cyprus and other competing destinations in the Mediterranean region. Finally, we tests the validity of our results by 

examining the stationarity of our variables, as well as the extent to which our explanatory variables of income and relative prices 

exhibit long-run and short-run associations with the dependent variable of British arrivals. 

YEAR 
Total Tourist 

Arrivals 

Tourist 

Arrivals from 

UK 

Share of 

UK 

Tourist 

Arrivals 

2005 2,470,063 1,391,849 56% 

2006 2,400,924 1,360,136 57% 

… … … … 

2016 3,186,531 1,157,978 36% 

2017 3,652,073 1,253,839 34% 
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2 METHODOLOGY 

The model used in this study is a typical export equation model, which econometric studies have used over the last 70 years.  

It is as follows: 

 

 
 

Where 𝑡 = time period (years 1980-2016) 

𝛽0 = constant 

𝛽1, 𝛽2 = Income and price elasticity coefficients 

𝐿𝐴𝑅𝑢𝑘(𝑡) = Logarithm of British tourist arrivals to Cyprus [𝐴𝑅𝑢𝑘(𝑡)] in years (t) 

𝐿𝑢𝑘𝑌(𝑡) = Logarithm of real per capita Gross Domestic Product of UK [𝑢𝑘𝑌(𝑡)] in period (t) in 2010 British Pounds. 

𝐿𝑃𝑗(𝑡) = logarithm of the relative prices of Cyprus (𝑃𝑗) with other related to Cyprus tourist destinations (𝑗) in period (t). 

 

For example, we expressed the relative prices between Cyprus and Greece 𝑃𝑔𝑟(𝑡) as follows,  

 
 

  

We have expressed all variables in a logarithmic form. Therefore, the mathematical formulation applied to equations (1) is the 

double logarithmic and the method of estimation is the OLS.  

3 SOURCES OF DATA 

British tourist arrivals in Cyprus: Statistical Service of Cyprus (CYSTAT). 

Cyprus revenues from Tourism: Cyprus Tourism Organization, Annual Statistical Reports of Tourism Revenue. 

Real per capita GDP: Estimated based on GDP, CPI and population data from International Financial Statistics (IMF) – 

Yearbook, 2000, 2004, 2013, 2017 (IMF). 

Consumer Price Index: Same as above. 

Real Exchange Rate: Same as above. 

4 EMPIRICAL RESULTS 

 

A). Ordinary Least Squares (OLS):  

We explored variations of the regression equation (1) by using the EViews 10 software the statistical results of which we have 

posted on the Tables and Charts section at the end. In Table 3, we present the results of the most relevant variables presented in 

equation (2) below.  
 

 
 

 

𝐿𝐴𝑅𝑢𝑘(𝑡) = 𝛽0 + 𝛽1𝐿𝑢𝑘𝑌(𝑡) + 𝛽2𝐿𝑃𝑗(𝑡) + 𝑈(𝑡) (1) 

𝑃𝑔𝑟(𝑡) =  
𝐶𝑃𝐼𝑐𝑦𝑝 (𝑡)

𝐶𝑃𝐼𝑔𝑟 (𝑡)
 𝑥  

𝐸𝑋𝑅𝑔𝑟 (𝑡)

𝐸𝑋𝑅𝑐𝑦𝑝 (𝑡)
 . 

Similarly, we express the relative prices between Cyprus and Portugal 𝑃𝑝𝑜𝑟(𝑡) as follows,  

𝑃𝑝𝑜𝑟(𝑡) =  
𝐶𝑃𝐼𝑐𝑦𝑝 (𝑡)

𝐶𝑃𝐼𝑝𝑜𝑟 (𝑡)
 𝑥  

𝐸𝑋𝑅𝑝𝑜𝑟 (𝑡)

𝐸𝑋𝑅𝑐𝑦𝑝 (𝑡)
 . 

Where,  

𝐶𝑃𝐼𝑐𝑦𝑝(𝑡) = Consumer Price Index of Cyprus in period (t) 

𝐶𝑃𝐼𝑔𝑟(𝑡) = Consumer Price Index of Greece in period (t) 

𝐶𝑃𝐼𝑝𝑜𝑟(𝑡)  = Consumer Price Index of Portugal in period (t) 

𝐸𝑋𝑅𝑐𝑦𝑝(𝑡) = Exchange Rate of Cyprus, expressed in Cypriot currency units (Cypriot Pounds up until December 31 of 2007 

and Euros thereafter) per US Dollar in period (t).   

𝐸𝑋𝑅𝑔𝑟(𝑡) = Exchange Rate of Greece, expressed in Greek currency units (Drachma up until December 31 of 1998 and Euros 

thereafter) per US Dollar in period (t). 

𝐸𝑋𝑅𝑝𝑜𝑟(𝑡) = Exchange Rate of Portugal, expressed in Portuguese currency units (Escudos up until December 31 of 2000 and 

Euros thereafter) per US Dollar. 

𝐸𝑋𝑅𝑚𝑎𝑙𝑟(𝑡) = Exchange Rate of Malta, expressed in Maltese currency units (Maltese Liras (Lm) up until December 31 of 2007 

and Euros thereafter) per US Dollar. 

𝐸𝑋𝑅𝑡𝑢𝑟(𝑡) = Exchange Rate of Turkey, expressed in Turkish Lire per US Dollar, and adjusted to reflect the redenomination of 

the currency in 2003. 

𝑈(𝑡) =  Error term. 

 

𝐿𝐴𝑅𝑢𝑘(𝑡) = 𝛽0 + 𝛽1𝐿𝑌𝑢𝑘(𝑡) + 𝛽2𝐿𝑃𝑔𝑟(𝑡) + 𝛽3𝐿𝑃𝑝𝑜𝑟(𝑡) + 𝛽4𝐿𝑃𝑠𝑝𝑛(𝑡) + 𝛽5𝐿𝑃𝑚𝑎𝑙(𝑡) + 𝛽6𝐿𝑃𝑡𝑢𝑟(𝑡)𝑈(𝑡)   (2) 

 

All variables are in logarithmic form during the period t (1980-2016) where, 

𝐿𝐴𝑅𝑢𝑘(𝑡) = Logarithm of British arrivals to Cyprus 

𝐿𝑌𝑢𝑘(𝑡) = Logarithm of real per capita income of British travelers expressed in 2010 British Pounds 

𝐿𝑃𝑔𝑟(𝑡) = Logarithm of relative prices of Cyprus and Greece 

𝐿𝑃𝑝𝑜𝑟(𝑡) = Logarithm of relative prices of Cyprus and Portugal 

𝐿𝑃𝑠𝑝𝑛(𝑡) = Logarithm of relative prices of Cyprus and Spain 

𝐿𝑃𝑚𝑎𝑙(𝑡) = Logarithm of relative prices of Cyprus and Malta 

𝐿𝑃𝑡𝑢𝑟(𝑡) = Logarithm of relative prices of Cyprus and Turkey 
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We based the selection of these variables on the values of the Adjusted R-squared, and the (t) statistics. The high values of the 

Adjusted R-square and t-statistics in Table 3 are good indications of the relevance of the selected variables and the reliability of 

the model. The income elasticity coefficient 𝛽1 = 1.1 of variable 𝐿𝑌𝑢𝑘(𝑡) in Table 3 classifies British travel to Cyprus as unitary 

to income elastic. The above indicates the importance of the economic conditions in UK as a determining factor for Britons to 

travel to Cyprus. The negative coefficients 𝛽2 = -0.67, 𝛽3 = -0.50, and 𝛽5 = -0.25of the variables 𝐿𝑃𝑔𝑟(𝑡), 𝐿𝑃𝑝𝑜𝑟(𝑡) and 𝐿𝑃𝑚𝑎𝑙 
indicate the competitive relationship of the tourist industry of Cyprus with those of Greece, Portugal and Malta. The cost of 

visiting either Cyprus or Greece, Portugal, or Malta will influence to a certain extent the decision of Britons to visit or not Cyprus. 

Finally, the positive coefficients 𝛽4 = 2.15 and 𝛽6 = .36 of the variable 𝐿𝑃𝑠𝑝𝑛 and 𝐿𝑃𝑡𝑢𝑟 suggests a complementary relationship 

between tourism of Portugal and Spain, as well as Greece and Turkey. For example, British travelers may be visiting the 

neighboring countries of Portugal and Spain or Greece and Turkey concurrently, as a package, irrespective of the prices in Spain. 

For example, if traveling to Spain is more expensive than Cyprus; British travelers may still prefer to visit Spain, as long as prices 

in Portugal are more economical than Cyprus. Similarly, British travelers to Greece and Turkey may consider these two countries 

as a package tour rather than individually when they compare prices with Cyprus. 

 

      Table 3. OLS results of Equation (2) 

 
 

 

 

B) Unit Root Tests: 

In time series analyses, in order to test the validity of the OLS results we assume that the variables are stationary. Further, 

regression analyses with high R square coefficients are usually suspect of existing trends among the time-series variables that 

render the OLS estimates unreliable. In order to test the validity of these estimates against the possibility of non-stationarity, we 

performed the Unit Root Test among all variables by using the Augmented Dickey-Fuller (ADF) test in Table 4. 

 

 

 

 

 

 

 

𝐿𝐴𝑅𝑢𝑘(𝑡) = 𝛽0 + 𝛽1𝐿𝑌𝑢𝑘(𝑡) + 𝛽2𝐿𝑃𝑔𝑟(𝑡) + 𝛽3𝐿𝑃𝑝𝑜𝑟(𝑡) + 𝛽4𝐿𝑃𝑠𝑝𝑛(𝑡) + 𝛽5𝐿𝑃𝑚𝑎𝑙(𝑡) + 𝛽6𝐿𝑃𝑡𝑢𝑟(𝑡)𝑈(𝑡)   (2) 

 

All variables are in logarithmic form during the period t (1980-2016) where, 

𝐿𝐴𝑅𝑢𝑘(𝑡) = Logarithm of British arrivals to Cyprus 

𝐿𝑌𝑢𝑘(𝑡) = Logarithm of real per capita income of British travelers expressed in 2010 British Pounds 

𝐿𝑃𝑔𝑟(𝑡) = Logarithm of relative prices of Cyprus and Greece 

𝐿𝑃𝑝𝑜𝑟(𝑡) = Logarithm of relative prices of Cyprus and Portugal 

𝐿𝑃𝑠𝑝𝑛(𝑡) = Logarithm of relative prices of Cyprus and Spain 

𝐿𝑃𝑚𝑎𝑙(𝑡) = Logarithm of relative prices of Cyprus and Malta 

𝐿𝑃𝑡𝑢𝑟(𝑡) = Logarithm of relative prices of Cyprus and Turkey 

 
Variable Coefficient t-Statistic Prob.   

𝐿𝑌𝑢𝑘(𝑡) 𝛽1 = 1.10 22.98 0.000 

𝐿𝑃𝑔𝑟(𝑡) 𝛽2 = -0.67 -7.91 0.000 

𝐿𝑃𝑠𝑝𝑛(𝑡) 𝛽3 = 2.15 6.79 0.000 

𝐿𝑃𝑝𝑜𝑟(𝑡) 𝛽4 = -0.50 -3.43 0.002 

𝐿𝑃𝑡𝑢𝑟(𝑡) 𝛽5 = 0.36 5.54 0.000 

𝐿𝑃𝑚𝑎𝑙(𝑡) 𝛽4 = -0.25 -3.07 0.05 

R-squared: 0.978 

Adjusted R-squared: 0.975 

Durbin-Watson stat: 1.491 
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       Table 4. Testing the stationarity of the variable    

 

 
 

Although non-stationary variables are not appropriate for OLS analysis, we can transform these variables into stationary by 

considering their fist-difference. The variables of the relative prices of Greece, Portugal and Spain in Table 4 were stationary 

based on the ADF statistic at the 1% level while the per capita income variable and the relative prices of Turkey and Malta were 

not. For that reason, we obtained additional regressions estimates of the first difference of the variables. 

 

C) First-Difference: 

 

Equation (3) below is the transformation of equation (2) in its first-difference format and in Table 5 we present its OLS estimates.  

 
 

The OLS regression results of the first differenced variables in Table 5 show lower values for the Adjusted R-squared and the t-

statistics as compared with the results of Table 3. The above findings represent, of course, estimates with lower levels of 

confidence regarding their accuracy. Nevertheless, the correct signs confirm our initial findings that it is the income of Britons 

and competitive pricing from Portugal and Greece that primarily influence their decisions to travel to Cyprus. Finally, the 

statistical results do not provide strong evidence that Malta is a competitor of Cyprus’s tourism. 

   
Table 5. OLS results of the First Difference Equation (3) 
 

 
 

Unit-Root Tests (in level form)  

Null Hypothesis: The variables have a unit root (they are non-stationary) 

Variables 
(ADF)    

Augmented 

Dickey-Fuller 

test statistic 

t- test critical values 

1% level 5% level 10% level Probability 

𝐿𝐴𝑅𝑢𝑘(𝑡) -3.330576 -3.626784 -2.945842 -2.611531 0.0207 

𝐿𝑌𝑢𝑘(𝑡) -1.839660 -3.632900 -2.948404 -2.612874 0.3559 

𝐿𝑃𝑔𝑟(𝑡) -9.908273 -3.626784 -2.945842 -2.611531 0.0000 

𝐿𝑃𝑠𝑝𝑛(𝑡) -3.657138 --3.632900 -2.948404 -2.612874 0.0094 

𝐿𝑃𝑝𝑜𝑟(𝑡) -8.987368 -3.626784 -2.945842 -2.611531 0.0000 

𝐿𝑃𝑡𝑢𝑟(𝑡) -2.017249 -3.626784 -2.945842 -2.611531 0.2785 

𝐿𝑃𝑚𝑎𝑙(𝑡) -1.521564 -3.626784 -2.945842 -2.611531 0.5115 

 

 

𝛥𝐿𝐴𝑅𝑢𝑘(𝑡) = 𝛽′0 + 𝛽′1𝛥𝐿𝑌𝑢𝑘(𝑡) + 𝛽′2𝛥𝐿𝑃𝑔𝑟(𝑡) +
+ 𝛽′3ΔLPpor(t) + β'4𝛥𝐿𝑃𝑠𝑝𝑛(𝑡) + β'5𝛥𝐿𝑃𝑚𝑎𝑙(𝑡) + β'6𝛥𝐿𝑃𝑡𝑢𝑟(𝑡) + 𝑈′(𝑡) (3) 

 
Variable Coefficient t-Statistic Prob.   

𝛥𝐿𝑌𝑢𝑘(𝑡) 𝛽′1 = 1.00 1.11 0.274 

𝛥𝐿𝑃𝑔𝑟(𝑡) 𝛽′2 = -0.65  -2.20 0.036 

𝛥𝐿𝑃𝑠𝑝𝑛(𝑡) 𝛽′3 = 0.96 1.56 0.130 

𝛥𝐿𝑃𝑝𝑜𝑟(𝑡) 𝛽′4 = -0.15 -0.35 0.73 

𝛥𝐿𝑃𝑡𝑢𝑟(𝑡) 𝛽′5 = 0.11 0.80 0.43  

𝛥𝐿𝑃𝑚𝑎𝑙(𝑡) 𝛽′6 = 0.09 0.63 0.53 

R-squared: 0.309 

Adjusted R-squared: 0.194 

Durbin-Watson stat: 2.171 
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5 CONCLUSIONS 

1). Real Per Capita Income Variable, 𝑌𝑢𝑘(𝑡): 

The income elasticity coefficient (𝛽1=1.1 and 𝛽′1=1) in Tables 3 and 5, in the TABLES section, is close to 1 that classifies 

British travel to Cyprus as a normal, or slightly as a “luxury” travel activity. It is also highly significant (t=23) in the OLS 

equation (2) of Table 3 but less significant (t’= 1.1) in the First Difference equation (3) of Table 5. The above indicates the strong 

dependence of tourism of Cyprus to the economic conditions of UK. For example, a 2% increase in the UK GDP would 

approximately result in a 2% increase in British travel to Cyprus. Of course, the opposite will occur in an anticipated decrease of 

the UK GDP. 

 

2). The Relative Price Variables, 𝐿𝑃𝑗: 
The relative price variables provide an understanding of the economic relationship that the tourism of Cyprus has with other 

similar tourist destinations in the region. According to estimates of the Cyprus Tourism Organization (CTO) based in London, 

U.K., the major competitors of Cyprus are Portugal, the island of Crete (Greece), the island of Majorca (Spain), and Sovento 

(Italy). As a result, we ran several regression equations with the inclusion of the relative prices of countries considered potential 

tourist rivals to Cyprus to explore the hypothesis of the competitiveness of these countries with Cyprus. The countries we included 

in our model were Greece, Turkey, Italy, Spain, Portugal, and Malta due to the availability of statistical data. In the final 

formulation of our model, however, we decided not to include Italy due the low significance of the statistical estimates we 

obtained. The price coefficients with negative signs for Greece (𝛽2=-.67 and 𝛽′2=-.65) and (Portugal (𝛽3=-.50 and 𝛽′3=-.15) 

are statistically significant indicating the competition Cyprus encounters from these two countries for British tourists. Finally, 

the price coefficient with a positive sign for Spain (β4=2.15 and β'4=.96) and Turkey (β6=.36 and β'6=.11) are indications of the 

complementary relation between Portugal and Spain with respect to British travel to these two countries as opposed to Cyprus. 

Similar complementary relations seem to exist between Greece and Turkey when considering traveling to these two countries 

concurrently as opposed to Cyprus. However, the evidence of this latter relationship is not as strong as in the case of Portugal 

and Spain. An possible explanation of this complementary relationship is the close proximity of Portugal and Spain as well as 

Greece and Turkey that can facilitate synchronized or package tours between these neighboring countries. For example, if 

traveling to Spain is more expensive than Cyprus; British travelers may still prefer to visit Spain, as long as prices in Portugal 

are more economical than Cyprus. 
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ABSTRACT  

On January 31st, 2018, Treasury Inspector General for Tax Administration (TIGTA) issued a report examining the 

effectiveness of the agency specifically under the 2017 Tax Filing Season. The report is referenced as 2018-40-012. 

According to the report, during 2017 tax filing season, billions of dollars in potentially erroneous American Opportunity 

Tax Credits Continue to be issued. American Opportunity Tax Credit is a partially refundable for undergraduate college 

student expenses that is only available for the first four years of undergraduate education. The credit is phased-out for 

single taxpayers with MAGI of $80,000 or $160,000 if married filing jointly. Specifically, TIGTA found that Internal 

Revenue Service continues to not effectively identify potentially erroneous American Opportunity Tax Credit claims before 

refunds are paid.  As noted in the TIGTA report, 1.2% of the returns filed during 2017 tax season contained an error and 

resulted in improper refunds due to American Opportunity Tax Credit error alone. This is a significant error on the part of 

the Internal Revenue Service that creates inefficiency and under-collection of revenue. By identifying possible solutions to 

this problem, an increase in the revenue of as much as $2.8 billion can be created for the agency on annual basis. This issue 

is specifically of interest to William Paterson University as an educational institution that issues close to 10,000 1098-T 

forms every year to its students. 

 

Keywords  

Internal Revenue Service, Treasury Inspector General for Tax Administration, American Opportunity Tax Credits, 

taxpayers, underpayment and overpayment of income, potentially erroneous deductions, improper refunds, increase in 

revenue collection, inefficiency, significant error 
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ABSTRACT 

Advancements in video capture and learning management systems (LMS) provide faculty with more tools than ever before to 

effectively teach quantitative business subjects to graduate students enrolled in blended and online courses.  Students pursuing 

an MBA often come from diverse educational and professional backgrounds, with some continuing directly from undergraduate 

programs while others may be returning to school after spending years in the workforce.  These students require instructional 

design that is both comprehensive and flexible to meet their various needs, accommodating the increasing preference for visual 

content delivery.  Early in an MBA program, a course in quantitative analysis often serves multiple purposes including as a 

refresher of prerequisite knowledge areas, an introduction to graduate topics of management science, and a preparation for future 

courses in the curriculum.  This case study paper describes the evolution of an MBA managerial quantitative analysis course 

using instructor-created videos and a modern LMS in both blended and online formats.  The proposed model includes designing 

a consistent module structure, establishing a virtual classroom environment that extensively uses tutorial videos, setting 

appropriate course rules, and creating an effective assignment philosophy.  The proposed best practices will allow this model 

structure to be used for other quantitative business courses. 

 

Keywords 

Education, online, e-learning, blended learning, quantitative analysis, business 

 
1  INTRODUCTION  

Graduate business programs have steadily changed their degree and course format options based on evolving market needs and 

technological capabilities.  As suggested by Hiltz and Turoff (2005), technological advancements have allowed online learning 

to revolutionize the ways society and schools approach education.  This change has been facilitated in part by society’s comfort 

with computer technology coupled with advancements in LMS platforms.  Whereas MBA programs have continued to provide 

blended and online degree and course options, teaching quantitative subjects is still a challenge.  For example, Grandzol (2004) 

presented many complexities of teaching MBA statistics online including such factors as student preparedness level, content 

complexity, and technological expertise. 

 

An introductory MBA course in quantitative analysis often serves multiple purposes.  The standalone course content teaches the 

student how to develop and use mathematical models to assist with managerial decision-making.  The probability, statistics, and 

Microsoft Excel content serves both as a refresher of prerequisite knowledge areas and as preparation for future courses in the 

curriculum.  Student success in this course sets the tone for the remainder of the program.   

 

This paper provides a case study analysis of how one MBA course in quantitative analysis was successfully converted into a 

fully online format and taught in a 7-week immersion semester using a carefully designed LMS course shell and supporting 

tutorial videos. 

 

2  COURSE MODEL  

The following subsections provide the framework for this online quantitative analysis course. 

 

Technology, Teaching Materials, and Philosophy 

The primary technology employed for this course was a combination of a carefully designed course shell in the Canvas LMS and 

multiple instructor-created videos using the Panopto video capture platform.  A total of 33 tutorial videos were created across 

seven learning modules (one for each week of the semester).  The activities embedded into the tutorial videos were designed to 

facilitate an active learning environment where the student participated as opposed to passively watching content.  To control an 

mailto:DBall@molloy.edu
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organized flow through the modules, “gates” were created that prevented students from moving to successive modules without 

completing the prior ones.  In addition to the online platform and videos, traditional course materials from a text book were 

merged with personalized handouts that reflected the instructor’s specific teaching style.  

 

Course Introductory Synchronous Session and Video 

At the very beginning of the semester, an initial synchronous session was conducted to prepare the students for the course.  This 

synchronous session used the BigBlueButton web conferencing platform with instructor and students using webcams to 

encourage a sense of community.  During this session, the instructor would share the screen when reviewing the syllabus and 

showing the class the LMS course site.  This session was deemed very important to set the tone for the course and familiarize 

the students with the module structure and assignment flow.  The session was recorded so that students could watch multiple 

times if there were questions that later arose.  Finally, a module page was created that stated all of the course ground rules and 

expectations.  All students were required to read the page and accept its terms prior to proceeding to the first course “session” 

(i.e., module). 

 

Course LMS Structure, Flow, and Assignment Philosophy 

Moving a course from a traditional on-campus classroom setting to blended or online formats requires creating a “virtual 

classroom experience.”  This case study used the Canvas LMS to develop a course shell that served as this virtual classroom.  

This shell was then segmented into unique modules for each of the seven weeks in the semester.  Maintaining a consistent 

organization allows the students to quickly become familiar with the structure and reduces the likelihood of missing content or 

assignments. 

 

Each module was created with its own unique topic (e.g., Module 1: Break-Even Analysis) with a reference to the corresponding 

chapter in the text.  The modules then contained submodules with the following content. 

 

Module Overview 

This submodule provides an explanation of what the student can expect to learn during this module.  In addition to an overview 

of the topic, this section contains: learning objectives; the dates active; instructions for accessing learning material; a listing of 

the weekly assignments; how communications will occur between the student and instructor, other students, and the course 

content; and assignment deadlines with links to the assignment details.  Students must review this page and then indicate that 

they have marked the section as “done” before proceeding through the virtual gate to the next submodule. 

 

Module Online Exercises, Documents, Excel Files, and Videos 

After completing the “Module Overview” section, the student enters this submodule where the active class session takes place.  

The organization of this page resembles the flow that occurs in the classroom.  For example, the module covering break-even 

analysis was further divided into two parts: (1) profit model and (2) purchase-or-lease model.  These parts were further broken 

down into sections containing the model overview and examples.  These learning chunks were designed to make it easier for the 

student to assimilate smaller bits of information at any one time and reduce the likelihood of being overwhelmed or confused.  

In the classroom, we may cover the theoretical development of the profit model before illustrating with an example, and that is 

the spirit of what this approach replicates.  A document containing instructor-created notes is provided so that the student has 

full access to the material that may have been written on a traditional classroom board.  Links to any supplementary documents 

and Excel template files are also provided so that the student does not need to leave this module during the lesson. 

 

A key approach tested in this case study was the extensive use of instructor-created videos.  Each module learning chunk was 

accompanied by at least one tutorial video created using the Panopto video capture program.  These videos were made for all 

course content to ensure that the instructor fully explained all of the material presented to the student.  For this course, it was 

deemed important for the students to not feel as if they were enrolled in a self-paced independent study course.  Due to the high 

number of MBA students returning to school after a large time gap since undergraduate studies, many students needed significant 

review of the mathematical fundamental concepts and had limited prior exposure to Microsoft Excel.  In addition to providing 

course instruction, the videos allowed the students to connect better with the faculty teaching the course.  To help the students 

manage time and retain focus, videos were kept within the seven (7) to 33 minute range, with the majority running for 

approximately 15 minutes.  As part of the online virtual class session, videos were created that walked the student through 

complete solutions of all computational problems that would have been performed in a face-to-face setting.  These students were 

then requested to fully replicate these online virtual class exercises before proceeding to any homework problems.  Similar to the 

“Module Overview” submodule, this section required the student to mark the page as complete before advancing through the 

virtual gate to the next portion of the module. 

 

Module Learning Deliverables: Homework 

After completing the virtual classroom exercises, the students would work on the homework.  The homework assignments were 
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designed so that students were encouraged to complete all virtual classroom exercises to ensure success.  This approach applied 

the philosophy of repetition and practicing problems to reinforce key analytical processes.  Correct answers were provided in 

advance to alert the student if the work was incorrect.  This approach also encouraged the students to contact the instructor for 

direct assistance and individual tutoring to clarify any errors in the solution process.  Detailed solutions to every problem were 

then unlocked after homework submission to ensure that the students reviewed their work and were exposed to the correct 

solution process for all homework problems. 

 

Quizzes 

The on-campus approach of administering two exams covering about three module each was replaced with seven quizzes, one 

dedicated solely for each module.  The students took each quiz immediately following the respective module so that the material 

was fresh and could be more easily recalled.  Although there was a deadline so that the course pace was controlled and students 

would not fall behind, the quizzes were not timed.  The goal of this was to encourage students to fully learn the module’s content 

and be tested on it before advancing in the course.  Information recall was easier and the untimed structure allowed students to 

put extended effort into doing well and ensure the learning of course objectives.  Another goal was to restore confidence in the 

students and reduce the likelihood of feeling overwhelmed. 

 

Case Study 

The final assignment was a case study analysis in which students were asked to identify examples either in their careers or in the 

news where organizations had used the analytical tools covered in the course.  This assignment did not involve any mathematical 

computations, but was intended to encourage interest in the overall field and make the concepts relatable to each individual 

student’s interest.  A greater motivation for applying the course concepts in practice was gained by the students. 

 

3  OBSERVATIONS  

Students in the online classes performed as well or better than those in the on-campus course sections.  The quality of work 

performed on the multiple online quizzes was at least as high as on the more comprehensive in-class exams, and feedback from 

the students was very high.  The students commented positively on the course shell organization and both the quantity and quality 

of the instructor-created Panopto tutorial videos.  These videos were especially useful for those students returning to school after 

an extended hiatus because they provided a review of foundational material and served as a Microsoft Excel tutorial to those who 

were not proficient using spreadsheet software.  There was also a high correlation between those students who fully watched the 

videos, replicated the video exercises, and contacted the instructor for assistance when needed, and overall course success.   

 

The primary teaching objective was to ensure the learning of quantitative analysis for all students in the course.  Many students 

were initially unsure of their mathematical capabilities, but quickly developed confidence throughout the semester.  This 

improved confidence may be the most encouraging observation that suggests quantitative business courses can be effectively 

taught using blended and online formats. 

 

4  CONCLUSIONS  

The blended and online course structure presented in this paper worked very well when tested in an MBA quantitative analysis 

course.  This model allowed a course that was not traditionally thought of as a candidate for blended or online learning to be 

effectively converted to this format.  This success was due to designing an effective course shell using a modern LMS, creating 

tutorial videos for all course content, and ensuring that assignment flow facilitates learning through repetition, smaller 

information chunks, and confidence building.  This model worked very well for MBA students across various educational and 

professional backgrounds, whether transitioning directly from undergraduate studies or returning to school after a long hiatus. 

 

For those courses that may not require blended or online formats, the findings of this case study also apply to assisting with 

traditional on-campus teaching.  Due to the overwhelmingly positive feedback regarding the organized LMS course shell and 

tutorial videos, it is recommended that instructors use this approach when teaching on-campus sections to help with course 

navigation, allow for “extended office hours”, and help students review material covered in class.  These initial steps would also 

allow for a similar future conversion of the course structure by slowly transitioning to blended and then fully online formats. 
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ABSTRACT  

Assessment includes planning an appropriate set of measures, collecting data on those measures, and comparison and reflection 

on that data with the objective of continuous improvement. Quantitative disciplines by their nature involve numeric measures. 

But quantitative disciplines, such as accounting, finance, and management science deal with different numeric measures analyzed 

with different mathematical models. The challenge is addressed in this paper by recommending a common set of quantitative 

analysis skills that can be used for assessment in a wide array of quantitative courses. 

 

Keywords  
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1 INTRODUCTION 

We are reflective about our work, perhaps out of natural curiosity, with the thought that we will be doing more of that work in 

the future. Reflection on the value of our past work may help us to improve the value of our future work. In fact, reflection with 

the objective of improvement has been mandated by AACSB for its member institutions under the term “Assessment.” AACSB 

standards recommend a “systematic assurance of learning process” (Eligibility Procedures and Accreditation Standards for 

Business Accreditation, AACSB International – The Association to Advance Collegiate Schools of Business, p.9) including 

assessing of learning goals at the course and program level. 

 

Assessment involves creating a measure or set of measures, choosing a benchmark or reference point for that measure(s), 

collecting new values for those measures, and comparing the new values to the benchmark. Reflection on the comparison can 

then be used to plan for continuous improvement. 

 

For the kind of organization-wide assessment that AACSB envisions, the measurement scheme must be meaningful across a 

range of disciplines. In quantitative disciplines this poses an interesting problem. Quantitative disciplines by their nature involve 

numeric measures. But quantitative disciplines, such as accounting, finance, and management science deal with different numeric 

measures analyzed with different mathematical models. The challenge is to find a measure that is meaningful to all of them. This 

means we are seeking a universal skill set common to all quantitative business disciplines. 

 

2 RECOMMENDATION 

This paper’s suggestion for the common core quantitative analysis skills is: 

 

1. Translate the problem from words or scenario into formulas or mathematical model format. 

2. Choose an appropriate quantitative analysis tool to solve the problem. 

3. Select data that is relevant.  

4. Crunch the numbers to solve the mathematical model. 

5. Interpret the numeric/mathematical solution, that is translate the solution into words or apply the solution to the scenario. 

These skills are common to all quantitative analysis business areas, rather than being discipline specific. The common skills 

listed above can be used as a common core quantitative analysis skill set. These common core skills can be used to assess not 

only courses but curricula and programs. 
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ABSTRACT 

This study investigates hospital characteristics that contribute to better patient safety outcomes. In this paper, patient safety 

focuses on; 1) patient mortality rates (especially in low-mortality diagnoses), 2) medication errors, 3) patient falls, and, 4) 

hospital-acquired conditions (including infections, injuries, pressure ulcers, and other complications considered preventable).  

 

Keywords 

Hospital, Healthcare, Patient Safety, Patient Mortality, Medical Errors, Medication Errors 

 

1 INTRODUCTION 

Patient mortality has long been a concern of researchers and medical practitioners. As West et al. (2006) note, “Since Florence 

Nightingale and others first documented wide variations in hospital inpatient death rates in the 19th century through to today, 

policy makers have drawn attention to variations in hospital performance and specifically patient mortality rates” (p. 984). Vogus 

and Iacobucci (2016) define medication errors as occurring whenever the right medication was not given to the right patient, at 

the right time, in the right dosage, or by way of the right route (e.g., intravenous) (p. 921). These authors state that patient falls 

are defined as occurring any time that a previously standing, sitting, or lying patient was found on the floor (p. 921). Hospital-

acquired conditions include; infections such as MRSA, clostridium difficile, sepsis, catheter-related infections, injuries to patients 

during treatment, bed sores, medical errors, and others. 

 

Unsafe medical care is a major cause of morbidity and mortality in US hospitals (Isaac and Jha, 2008). Lorden et al. (2017) 

estimate that 4% of hospital admissions acquire healthcare-associated infections (HAIs), and accounted for $9.8 (USD) billion 

in direct cost during 2011. Further, in 2010, nearly 140,000 of the 3.5 million potentially preventable hospitalizations (PPHs) 

may have acquired an HAI (p. 1). 

 

The quality of healthcare provided is the most central criteria of hospital performance (West et al. 2002 and 2006). As Miller et 

al. (2005) state, “Ensuring high-quality and safe health care is one of the ultimate goals of our nation’s health care system” (p. 

245). A hospital’s level of patient safety also has financial implications. As Martsolf et al. (2016) note, the Centers for Medicare 

& Medicaid Services (CMS) reduce payments to hospitals with excess readmissions.  

 

2 HOSPITAL CHARACTERISTICS 

A review of the literature reveals a relationship between the following hospital characteristics and patient safety: 

 

Staff Training 

West et al. (2002) found that training strategies are beneficial for hospital performance and also measures of patient mortality. 

In a later study, West et al. (2006) state that training reduces levels of patient mortality by providing higher quality of patient 

care. Debourgh (2011) describes the potential to reduce medical errors by educating student nurses about safety goals, best 

practices, and patient outcomes that are related to nursing care. 

 

Nursing Magnet Hospital Status 

Jayawardhana et al. (2011) state “Magnet hospitals (MHs) are known for their ability to attract and retain nurses because of the 

quality and performance of their overall nursing work environment” (p. 350). Their study showed the positive and significant 

effects of Magnet Hospitals and adoption of NQF (National Quality Forum) Safe Practices. West et al. (2006) found that magnet 

hospitals were associated with lower patient mortality. 
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Nurse Staffing 

Nurse staffing levels are the number of nursing hours relative to the number of patient days. Griffiths et al. (2019) found that 

Registered Nurse (RN) shortages have a negative impact on patient safety and patient mortality, since low nurse staffing was 

related to omissions of nursing care (missed care, care left undone or rationed care). Vogus and Iacobucci (2016) found that RNs 

are key employees in reducing medication errors and patient falls. Increased RN staffing was related to lower patient mortality, 

and lower adverse patient events such as; hospital-acquired pneumonia, respiratory failure, cardiac arrest, failure to rescue (Kane 

et al. 2007), and a lower incidence of falls and pressure ulcers (Unruh, 2008).  

 

Nurse Skill Mix 

Nurse skill mix is the proportion of RNs to the total number of all nurses, including Licensed Practical Nurses (LPNs) and nurses’ 

aides. Glance et al. (2012) in a study of trauma centers, found that, “a higher proportion of nursing care provided by Licensed 

Practical Nurses (LPNs) is associated with increased rates of mortality and sepsis, suggesting that substitution of LPNs for RNs 

may be the mechanism leading to worse outcomes in hospitals with higher levels of LPN staffing” (pp. 4-5). 

 

Contract Nurses 

Dunton et al. (2004) note that this is the “percent of total nursing hours provided by contract (agency) nursing staff of all skill 

levels” (p. 55). These authors found that a higher percentage of contract nursing hours is associated with a higher number of 

patient falls.  

 

Nurse Education 

Preuss (2003) states that the percentage of nurses with a Bachelor’s degree in Nursing (BSN), and higher average years on the 

job, is related to higher information quality and reduced medication errors. Vogus and Iacobucci (2016) found that RNs with 

BSN degrees, and more years of professional tenure, were related to lower medication errors and patient falls. 

 

Teaching Status 

Teaching hospitals tend to have less adverse events. Shahian et al. (2012) state, “Teaching hospitals offer advanced clinical 

capabilities, educate the next generation of providers, care for disadvantaged urban populations, and are leaders in health care 

research and innovation” (p. 701). These authors note that teaching hospitals offer an increased breadth of clinician expertise that 

reflects the diversity of complex conditions and procedures performed. 

 

Hospital Ownership 

Austin et al. (2014) found that “publicly owned hospitals” (government hospitals) had lower mean composite safety scores than 

either “for-profit” or “private non-profit” hospitals. Thomas et al. (2000) found that patients in “for-profit” and “minor teaching” 

or “nonteaching government-owned” hospitals were more likely to suffer several types of preventable adverse events, but 

“Patients in major teaching government hospitals were less likely to suffer preventable adverse drug events” (p. 211). Lee et al. 

(2016) state that “large government-owned teaching hospitals may experience more incidents because they serve a more diverse 

population of patients that present with complex co-morbidities than smaller private specialty hospitals” (p. 3). 

 

Joint Commission Accreditation 

The Joint Commission is an independent, nonprofit organization that sets standards for safe and effective care and accredits 

healthcare organizations. Accreditation by the Joint Commission is associated with more extensively implementing patient safety 

systems (Vartak et al. 2010, and Longo et al. 2007). 

 

Size 

Size can be defined by the number of beds or number of admissions. Silvera and Clark (2016) state, “Care providers operating 

in large hospitals may find the limited communication pathways and high levels of interdependence throughout the hospital 

detrimental to following recommended patient experience and patient safety care delivery strategies” (abstract). Unruh and Hofler 

(2016) note that although larger hospitals are expected to have a strong infrastructure, they may be more disorganized which 

affects the utilization of resources in the quality of care. Jayawardhana et al. (2011) found that smaller hospitals (in bed size), 

were likely to have a higher CSPS (Composite Safe Practice Score). Conversely, Dunton et al. (2004) found that hospital size 

was negatively associated to the fall rate, patients in smaller hospitals having more falls (p. 58). 

 

Advanced Technologies 

Advances in medical technology have improved patient outcomes. Shahian et al. (2012) found that the availability of advanced 

technologies was associated with most hospital safety metrics. Advanced technologies also include the collection and 

transmission of data as tools for more effective diagnosis and treatment of medical conditions. Sharma et al. (2018) note that 

“digital health technologies offer significant opportunities to optimize both clinical care delivery and clinical research” (abstract). 
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Urban vs. Rural Hospitals 

The research is mixed regarding whether urban vs. rural hospitals have better patient safety. Unruh and Hofler (2016) note that 

urban hospitals may have infrastructures that enable hospitals to make good use of resources (p. 2276). Austin et al. (2014) found 

that rural hospitals had lower mean composite safety scores than their urban counterparts. However, Vartak et al. (2010) found 

no significant differences when comparing small urban and small rural hospitals on Patient Safety Indicators (PSIs) when 

differences in patient, hospital, and service characteristics were are taken into consideration. 

 

Payer 

Hockenberry and Becker (2016) describe the payer mix for a hospital which they define as “the percentage of patients who were 

insured by Medicare, Medicaid, private insurance, and other (self-pay, no insurance, and other insurers)” (p. 898). Jayawardhana 

et al. (2011) found that hospitals with a larger share of Medicare patients were likely to have a higher CSPS (Composite Safe 

Practice Score). Austin et al. (2014) found that mean CSPS were lower for hospitals with the largest percentage of patients with 

Medicaid as the primary payer.  

 
3 CONCLUSION 

Findings from multiple sources are consistent in demonstrating a relationship between hospital characteristics and patient safety. 

Variables regarding staffing, the physical characteristics of the hospital, as well as characteristics of the patients themselves are 

related to the level of patient safety as defined by; 1) patient mortality rates, 2) medication errors, 3) patient falls, and, 4) hospital-

acquired conditions. It is hoped that findings such as these will lead to more awareness of best practices which will improve the 

overall level of patient safety provided by hospitals.  
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ABSTRACT  

The United States government has an economic goal of achieving a 3% growth rate in GDP each year.  That goal has been tested 

in recent years by increasingly severe natural disasters. Like all natural disasters such as hurricanes, earthquakes, floods, 

tornadoes, volcanoes and fires, they end up with massive destruction to homes, property, infrastructure and cause many deaths 

as well.  The immediate impact in the affected area is a decline in regional, then national GDP. Under these recent highly 

impactful natural disasters, can the goal of 3% national GDP growth be sustained? 

Keywords  

Natural disasters, GDP, national growth rate, regional GDP growth, FEMA, preparedness, recovery 

1 METHODOLOGY:  PURPOSE AND PROCEDURE 

The purpose of this study is to examine the post disaster impact upon the region affected over a time frame of the subsequent 

five years to determine the impact upon regional GDP growth.  Implied in this study is a determination of whether the initial 

disaster recovery fosters economic growth or simply maintains the status quo. The study covers twenty five such events from 

2005 through 2015, then tracks the fourteen events from 2016 through 2018.  Data will include employment decline, followed 

by job growth and rebound; production decline due to shutdown, then rebound, including dislocation of employees; impact upon 

construction industry from rebuilding; the economic boost from replacement of goods and supplies lost; complicating factors 

include the type area impacted (rural, farming, coastline, socio economic community); and gains from improvements in 

modernization. The regional GDP impact upon national GDP is also calculated. Other variables will be included as needed as 

the study develops. 

 

2 DATA 

The natural disasters included in the 2005-2015 data group include:   (2005) Hurricane Ivan, Evansville Tornado, Hurricane Rita, 

Hurricane Katrina, (2006) Snow Storm Aphid, (2007) California Wildfires, (2008) Super Tornado Outbreak, (2010) Arkansas 

Floods, (2011) Mississippi Floods, Joplin Tornado, Super Outbreak Tornados, (2012) Hurricane Sandy, Colorado Wildfires, 

(2013) Nor’easter Blizzard, Moore Tornado, Colorado Flooding, (2014) Arizona Wildfire, North American Cold Wave, Oso 

Mudflow, Tornado Outbreak, Buffalo Snowstorm, (2015) Utah Flood, Carolina Flood, Texas Flood, Washington Wildfire. 

 

The natural disasters included in the 2018- 2018 data group include: (2016) January Blizzard, West Virginia Flood, Louisiana 

Flood, Hurricane Matthew, Smoky Mountain Wildfire, (2017) Hurricane Harvey, Hurricane Irma, Hurricane Maria, (2018) 

Kilauea Volcano, Montecito Mudslides, Maryland Flooding, Hurricane Florence, Hurricane Michael, and California Wildfires. 

 

3 ANALYSIS 

The readiness of the governments, federal through FEMA, as well as state and local governments’ preparedness matter. Under 

these conditions can a growth rate of 3 % GDP be maintained? 

 

4 FINDINGS 

As there seems to be a persistent and increasing rate of these natural disasters, this study will be illuminating in demonstrating 

the degree of impact from such events.  This is a preliminary study only.  When completed, this study will look at the GDP in 

the given year of the events with their current regional as well as national economic impact, then follow up with subsequent 

year’s impact upon both regional and national GDP. The initial report will be presented at the NBEA conference in Fall 2019. 
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ABSTRACT  

Our paper focuses on the affect of hurricanes on the prices of state municipal bonds by analyzing bond prices before and after a 

hurricane makes land fall in a targeted state. Secondly, if there is some linkage between municipal bond prices and hurricanes, 

is there a trading position in these bonds that could be established to profit from this type of price action. An initial analysis of 

the data shows that there is an increase of municipal bond prices, as a safe haven investment, then an inflection point where 

prices maximize and decay after the weather event becomes better defined (Figure 1). What is also observed is that the rise in 

the prices of these bonds is half as much as its decay rate. 

 Figure 1. 

  

 

Follow up research will involve examining various state municipal bond prices before and after their own specific hurricane 

events.  Once compiled we would determine if this increase and decay of bond prices for the other municipalities’ correlates to 

our initial research of North Carolinian municipal bond price action during hurricane Florence in September 2018.  Also, we will 

need to devise a strategy to profit from the differences in the increased price of the bond before the inflection point and after the 

decay of the price of the bond. One such strategy could be to short or sell borrowed municipal bonds with elevated values then 

cover the short position or buy the bonds at a lower price to replace the bonds that were initially borrowed once their prices drop 

below their initial purchase price. If this is the strategy taken theoretical trades could be made and tracked to determine if the 

strategy is valid. All data used to test these theories will be non-proprietary and from well-known economic and financial sources 

such as Barrons, The Wall Street Journal, CNBC, TD Ameritrade, The Economist. 
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In this panel, 4 retired professors and past NBEA presidents will discuss how they are using their knowledge and lifetimes of 

experience for fulfilment and profit after retirement from full-time teaching. 

 

Topics covered in the panel will include, but not be limited to: 

• Opportunities in research, writing and publishing 

• Adjunct and on-line teaching: the good, the bad and the ugly 

• Study/travel course leader 

• Tutoring and mentoring. 

• Volunteerism. 

 

The target audience for this panel is professors entering or nearing retirement, so presentations will be concise to allow time for 

questions, comments and discussion. 
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ABSTRACT 

This paper presents a teaching case study based on a Long Island entrepreneurial business, focusing on current, real world 

behaviors and practices, as they are enacted in local entrepreneurial business venturing.  The case will augment and support 

teaching in Business Law and Leadership by providing a teaching tool of high relevance to students in the Business Management 

program. 
 

Keywords 

Entrepreneurship, Business Law, Leadership 

 

1 INTRODUCTION 

The rationale for focusing on the areas of Business Law and Leadership, is to highlight their importance for the success of an 

entrepreneurial business.   The case study is based on a Long Island based business that provides rubber surfacing and mulch 

products locally and in the tristate area. The company is a unique, high volume, low margin business operating in the 

manufacturing sector and was selected in collaboration with a regional Small Business Development Center.  However, the case 

study details set forth in this document are fictional and do not reflect actual events, persons or dilemmas. The case study will be 

used in class to engage students in a conversation around the legal and leadership dimensions of entrepreneurship. 

 

2 CASE STUDY 

It was an unusual week for Greg and Gwen Smith.  As owners and founders of Premium Rubber Surfacing Inc., (Premium 

Rubber) they were used to operating fairly autonomously and with success.  During this week though, they had to make an 

uncomfortable call to their attorney.  The nature of the call placed them outside their entrepreneurial comfort zone. 
 

Greg and Gwen established their business in 1996.  Their mission was to offer an alternative approach to recycling raw materials 

from tires. The company identified and filled a gap in the recycling industry by creating a use for those raw materials rather than 

continue a process of discarding tires that need retreading.  Premium Rubber collects tire tread found on the side of our highways 

from suppliers, repurposes them, and then sells the shock absorbent, tear resistance materials to manufacturers for use in gym 

mats, playground surfacing and landscaping materials.  Theirs is a unique niche business that collects 25% of the material market 

share in 31 states with a fleet of 250 contracted independent semitrailers. For most of their business life, the closest competitor 

was 400 miles away, in York, Pennsylvania, allowing Premium Rubber the opportunity to capitalize on the busy Long Island/NY 

Metropolitan area. 
 

With its corporate offices located less than 40 miles east of New York City, Premium Rubber Surfacing Inc. is part of the Long 

Island economy.  Growth potential amid sharp challenges is how one report recently characterized Long Island’s economy. (Long 

Island Region Economic Snapshot, May 2019).  Given its repurposing operation, Premium Rubber is positioned in the 

manufacturing sector.  Manufacturing on Long Island has “undergone significant restructuring in the last decade” according to 

the NYS Bureau of Labor Market Information which noted defense-manufacturing occupied a dominant position in the region 

but has yielded to the growing need for technology and innovation. (2015)  “The manufacturing sector, although representing 

only 6 percent of private-sector jobs in the region, continues to be very important on Long Island, which has more manufacturing 

jobs in total (71,000) than any region outside of New York City. With an average wage of $67,203, jobs in this sector pay 

relatively well.” (Long Island Region Economic Snapshot, May 2019.)   While encouraging, the news must be viewed with 

caution. “Growth in April 2019 was at its lowest level since the fourth quarter of 2016.” (LIA Monthly Economic Report, June 
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2019).  Premium Rubber employs 15 full-time workers having added 3 positions in the last 2 years.  In 2018 they generated $5 

million in sales.  The company’s sustained success is a positive sign for the manufacturing sector.  Future plans to expand their 

manufacturing operation would likely have a positive impact on the Long Island economy as a whole. 

Their marketing strategy has been a grass-roots effort built on relationships and customer loyalty. They gained their first 

customers through cold calling and researching their market in local directories. The owners believe in the adage, “Promise builds 

hope. Deliver on that and you develop trust”.  

Premium Rubber has no in-house counsel.  The company now uses formal written legal agreements with the two large national 

tire companies it buys tire scrap materials from. These contractual relationships are relatively new having been established within 

the past 5 years.  Premium Rubber uses informal written contracts with their suppliers but has long relied on verbal agreements 

with customers who purchase the retreaded tire product. Other legal work is outsourced on an as needed basis and has primarily 

involved property matters for their commercial headquarters which includes office space and a small processing facility. The 

company name was never trademarked because the owners did not see a need to do so given their historic solitary position in the 

industry. 

Much of the success of Premium Rubber can be attributed to the entrepreneurial mindset of the owners. As a family owned 

company they have a drive that propels them forward to provide for their children. “You have a drive that others don’t have”, 

they said. “You have to appreciate hard work to be an entrepreneur. You are the first one in the office each day and the last one 

to leave at night. The entrepreneurial drive is more than just talk. You have to get dirty”. 

As a high volume, low margin business that generates $5 million in sales per year, the owner states, “It is a pennies per pound 

commodity. We sell flour to the bakery but we don’t bake anything.” That may change as the company has plans to eliminate 

the middleman and sell directly to the consumer. 

The company motto “Recycling for a Better Tomorrow” speaks to their interest in the environmental impact of their work.  Tires 

can no longer be put in landfills and there is an urgent need to find alternative recycling methods.  The company is poised to take 

advantage of a renewed interest in this area and have started advocacy efforts to curb the detrimental impact on the environment 

of cheap imported tires that cannot be recycled. 

Additional areas for expansion include schools and public playgrounds, traffic and parking safety products, municipal rubber 

tree pits to preserve curbside trees, turf fields, and high quality patio tiles. 

Changing Landscape 

Greg and Gwen have had to turn their attention away from strategic planning to immediate problem solving. In the last month, 

they were served with notice of a legal action being taken against Premium Rubber. One of their 15 employees filed a gender 

discrimination claim with the Equal Employment Opportunity Commission alleging that she was not promoted to a supervisory 

position in back office operations despite being with the company for 5 years in a variety of operations roles, having three years 

of production management experience with a former employer, and possessing a Bachelor’s degree in Business Management. It 

is her stated intention to pursue the claim to the fullest extent. 

In addition, the company’s accounts payable manager notified Greg and Gwen that a new company, Pristine Rubber Surfacing, 

Inc., is advertising on Facebook, Twitter and Instagram about their environmentally conscious approach to recycling of discarded 

raw materials, including tire treads, and their ability to manufacture clean, sustainable, and usable products for business and the 

home.  The new competitor is headquartered on Long Island.  Greg and Gwen were not completely surprised by these news.  

Greg had been monitoring his verbal contracts with customers in the tri-state area and noticed that approximately 10% are no 

longer doing business with Premium Rubber.  The majority of these customers represent sales greater than $1000.00 to Premium 

Rubber although for some the sales are well below $500.00. Greg is concerned about all of the sales losses and had initially 

thought this was just a cyclical phenomenon.  He now believes that these customers may be purchasing from Pristine Rubber 

Surfacing, Inc. 

The recent events described have had a significant impact on Greg and Gwen’s confident, take-charge approach to running their 

business. 

2 TEACHING NOTES  

Legal Considerations and Entrepreneurship 

 

Substantive Issues Identified 

From the perspective of law and legal issues, this case illustrates matters related to employment law and specifically 

discrimination in the workplace based on gender; intellectual property law and specifically the value of trademark protection for 

a business; and contract law as it relates to the Statute of Frauds. 
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Learning Objectives 

The case introduces students to several legal principles through an easy to grasp hypothetical fact pattern.  From an employment 

law stance, students will understand the meaning of applicable federal law, Title VII of the Civil Rights Act of 1964, and develop 

an appreciation of the specific analysis used in Title VII discrimination cases. From an intellectual property law stance, students 

will understand the function of a trademark, the process to obtain trademark protection, and the risk associated with foregoing 

the protection.  From a contract law stance, students will understand when the law requires a writing to evidence a contract and 

when a verbal agreement is sufficient through the Statute of Frauds and observe how an entrepreneur’s customary practice may 

carry the potential for exposure to legal risk. 

Potential Use In the Classroom 

Use of this case allows the instructor to explore business management curriculum topics in a relatable manner by using a local 

company as the setting.  The case enables the instructor to place students in the role of the owner-entrepreneur who must address 

and determine a strategy to resolve the issues presented.  The legal issues raised will enable most students to have a positive 

experience working through the case questions because the fundamental legal concepts can be easily applied.  Discussion 

Questions will challenge students to extrapolate facts needed to complete the responses.  Use of this case will also show students 

the importance of a planned and proactive approach in business as several of the legal issues could be avoided with proper 

counsel, awareness and action. Students will be able to recognize that business decisions can be impacted by multiple areas of 

law and that preventive steps can have great value for business operations.  

Discussion Questions and Answers 

Question 1: Assume the Equal Employment Opportunity Commission process results in a finding that the EEOC was unable to 

determine whether discriminatory conduct took place.  The employee wants to sue Premium Rubber Surfacing, Inc. in federal 

court. Using relevant exhibits, identify all facts that would support a plaintiff’s prima facie case of gender discrimination and 

identify all facts that would support a defense for Premium Rubber surfaces, Inc. What conclusion can be drawn about the 

plaintiff’s case? 

Question 2: In an effort to address their new competitor, Greg and Gwen want to take legal action to prevent Pristine Rubber 

Surfacing, Inc. from continuing to use that company name.  Identify the type of intellectual property infringement Greg and 

Gwen believe they have encountered; identify the burden of proof; determine whether an infringement claim can be made. What 

course of action is recommended? 

Question 3: Assume the customers who have stopped doing business with Premium Rubber Surfacing, Inc. have done so without 

notice to them due to the lack of a written contract.  Using the legal principle of the Statute of Frauds determine whether the 

verbal contracts are enforceable. What recommendation would you make to Greg and Gwen for future contracts with customers? 

 

Exhibit L-A Premium Rubber Surfacing, Inc. Organization Chart 

 
Organization Chart Legend: WM = White Male; WF = White Female; AAM = African American Male; AAF = African American  Female; HM = Hispanic Male 

Exhibit L-B premium Rubber Surfacing, Inc’s Production Manager Job Advertisement 

 

  

Exhibit L-C:  Key Findings from Premium Rubber Surfacing Inc.’s Human Resources Department 

 

 

Immediate Opening: Production Manager 
A growing Long Island, New York based manufacturing company seeks candidates for the position of Production Manager.  Premium Rubber Surfaces, Inc., a leader in the recycling 

industry for over 25 years, has been committed to the utilization of discarded materials to produce environmentally sustainable products.  If you share this vision and want to join our 

growing team, email your resume to our Human Resources Director.  A candidate must possess a Bachelor’s Degree in a related field.  He must have a minimum of five years of 

experience in the manufacturing industry and he must have a minimum of two years of experience in a managerial role. 

Finding #1: Employee/plaintiff received a warning in 2017 for excessive tardiness reflecting 9 late arrivals to work.  

Finding #2: Employee/plaintiff initiated and engaged in a verbal altercation with a co-worker in 2016.   

Finding #3: Employee/plaintiff disobeyed supervisor’s instructions in 2017 when directed to complete a task prior to taking a lunch break.   
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Leadership and Entrepreneurship 

Entrepreneurial leadership is defined as “influencing and directing the performance of group members toward the achievement 

of organizational goals that involve recognizing and exploiting entrepreneurial opportunities” (Renko, etal 2015).  This approach 

aims to capture the essence of a new, distinctive leadership style and describe the motives, traits, characteristics and behavioral 

patterns of the Entrepreneurial Leader. 

 

Learning Objectives 

Entrepreneurial leadership can be present in an organization of any size and type. This means that understanding and adopting 

entrepreneurial leadership behaviors and practices is of value to aspiring managers and leaders, even if they never become 

entrepreneurs themselves.  After reading the case study, debating and answering the questions, students should be able to identify 

key characteristics and behaviors of an Entrepreneurial Leader and then to assess the impact of this leadership style on business 

development from startup to maturity. 

 

Discussion Questions and Answers 

Question 1: Using the information presented in the case study, identify which characteristics of the Entrepreneurship Leadership 

style are exhibited by Greg and Gwen. DuBrin (2016) highlights eight key dimensions of entrepreneurial leaders: Strong 

achievement drive and sensible risk taking, high degree of enthusiasm and creativity, typical pattern of being proactive, tendency 

to act quickly when opportunity arises, visionary perspective combined with tenacity, dislike of hierarchy and bureaucracy, 

preference for dealing with external customers and eye on the future.  Students can use these eight dimensions and match case 

study information to discuss each one. As an example, Greg and Gwen exhibit their preference for dealing with external 

customers as they “gained their first customers through cold calling” and their “marketing strategy has been a grass-roots effort 

built on relationships and customer loyalty”. 
 

Question 2: Assess the impact of Greg and Gwen’s Entrepreneurial Leadership style on the development of the business to date 

and its prospects for the future.  Students should be able to distinguish between the start-up phase of the business and its now, 

more developed, mature phase. Freeman and Siegfried (2015) state that “the transition from start-up to a growing company 

demands new skills from entrepreneurial leaders”.  They suggest that, entrepreneurial leaders are faced with a different set of 

challenges during the start-up phase (developing a vision, achieving optimal persistence and executing through chaos), while, 

during the growth phase, they need to develop three important leadership capabilities in order that they effectively lead their 

company (strategic thinking, coaching and self-evaluation).  Since most start-ups fail to accomplish significant growth, they 

conclude that “the challenges of entrepreneurial leadership and the key capabilities needed to go from founder to CEO 

undoubtedly contribute to this phenomenon”.  Students can use the six leadership challenges and capabilities discussed by 

Freeman and Siegfried, and match case study information to discuss each one.  As an example, Greg and Gwen exhibit their 

persistence and commitment when they state that they are “the first one in the office each day and the last one to leave at night”.  

They are expressing their willingness to overcome any obstacle and deliver on their promise to their customers.  This is an 

essential behavior of entrepreneurial leaders and especially vital during the start-up phase of the business. 
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ABSTRACT 

Colleges and universities across the United States are overlooked in how they economically impact the cities and towns in which 

they are located in and neighboring. This paper is about Salve Regina University’s economic impact on the cities of Newport, 

Middletown, and Portsmouth that make up Aquidneck Island. The particular focus is on applying multipliers through the RIMS 

II process to effectively show the number of jobs created and the number of dollars that are spent on Aquidneck Island due to 

Salve related reasons. The study was done by a group of 20 students in Samuel Sacco’s econometrics course at Salve Regina 

University and the findings show that without Salve Regina University, the Newport community and Aquidneck Island would 

struggle economically during the non-tourism season. Salve is one of the primary drivers of the island’s economy during the 

tourism off-season. This study significantly enhances the value of Salve Regina University to Aquidneck Island and shows that 

the same can most likely be said for many colleges and universities across the United States regarding their economic relationship 

with their cities and towns. 

 
1 INTRODUCTION: THE VALUE OF A UNIVERSITY 

For years colleges and universities alike have been dealing with the accusations that they are a consumer and not a producer 

within the communities in which they are located. These accusations have given life to the challenge of showing the cities and 

towns in which they are located that we are a primary producer and certainly not just a consumer within the community. 

Universities such as Salve Regina prove to be top economic contributors to their community, while also contributing in a number 

of other ways. Salve students uphold Salve Regina’s mercy institution standing by completing thousands of community service 

and internship hours on Aquidneck Island. The University is also known for discounting and in some cases donating the use of 

resources or facilities for community related events. Salve Regina University is not only a top economic contributor on Aquidneck 

Island but also contributes to the island’s overall moral. Salve plays an essential role in the Aquidneck Island Community. 

 
2 COURSE DESCRIPTION 

As mentioned before the economic impact study of Salve Regina University on Aquidneck Island was conducted by a group of 

20+ students enrolled in Professor Samuel Sacco’s econometrics course. The course is a requirement for economics majors and 

is also available for students in other business majors to take. It is a course that requires students to sit at either a junior or senior 

level credit wise with certain pre- requisites required. The course introduces students to basic econometric techniques and 

emphasizes statistical applications to economic theories. The focus of the course is applied econometrics, providing quantitative 

answers to quantitative economic impact and policy questions. Each year the course is tasked with an economic impact study 

project and this year the study was done directly on Salve. 

 
3 DATA COLLECTION 

The study included multiple phases over the course of the semester and the largest and longest phase of the study was the data 

collection phase. Students were paired up and sent off to reach every department, contractor, and facility on campus to interview 

and research the economic impact of each area on campus. Students were also sent to the local Chamber of Commerce and 

Discover Newport. After being sent out to conduct research, students interviewed the necessary individuals in each of these areas 

to obtain the economic information that related to our study. Individuals and departments at Salve were extremely cooperative 

and allowed students to finish the study in a three month period, where it normally would take closer to a year to conduct.  
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4 DATA ANALYSIS 

After researching and obtaining data for each necessary area of the study students used the RIMS II multiplier tool to calculate 

the total economic impact of each area in the study at Salve. Students used a value added, output, and earnings multiplier to 

calculate accurate numbers. In the process students found that Salve Regina University contributes millions of dollars to 

Aquidneck Island, while also creating over 100 jobs on the island. 

 

5 CONCLUSION 

Aquidneck Island benefits greatly from having Salve Regina University located in Newport. Salve contributes millions of dollars 

to the island’s economy and has been consistent in doing so for many years. Salve also contributes in several non-economic ways 

as well that help enhance the value of the community. Without Salve Regina University, many business and areas on the island 

would function very differently or not at all during the off-season for tourism. The economic impact study of Salve Regina on 

Aquidneck Island proves that colleges across the nation are more apt to be primary producers in their city’s economy rather than 

strictly being a consumer. 
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ABSTRACT 

As the population of the United States has continued to age, there has been an increase in usage and Hospital Length of Stay 

(LOS) costs of Intensive Care Unit (ICU) beds. In the early 2000s, it was determined there would be a shortage of all ICU 

providers within the next decade due to the increased need for critical care for the aging generation.  Around this time, the 

Leapfrog Group was formed to demand that hospitals improve quality and decrease cost.  Utilization of telehealth in the ICU 

was a possible alternative, which had a positive impact on both clinical and financial areas in the hospitals that utilized these 

programs in their ICUs. Although mortality rates and LOS were decreased and savings realized by the hospitals and Medicare, 

one barrier to increased implementation was the significant initial outlay.  Further study could lessen this apprehension by 

revealing considerable Return on Investment (ROI). 

 

Keywords 
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1 INTRODUCTION 

As the population of the United States has continued to age, there has been a noticeable increase in the usage of intensive care 

unit beds.  A total of 4 million patients have been admitted to ICUs throughout the U.S. each year.  These ICU-related admissions 

have accounted for almost $80 billion annually and for 20% of deaths that occurred in hospitals (Kahn & Rubenfeld, 2015).  A 

2011 review of hospital admission data from 29 states showed that 26.9% of hospital stays involved time in an Intensive Care 

Unit (ICU).  The highest rate of ICU use was at 93.3% for respiratory disease with ventilator support.  Additionally, hospital 

length of stay that involved ICU care was 2.5 times costlier than other hospital stays (Barrett, Smith, Elixhauser, Honigman, & 

Pines, 2014). 

 

In the early 2000s, red flags were raised regarding the imminent shortage of all ICU providers that was to occur within the next 

decade due to the increased need for critical care for the retiring baby boomer generation (Lois, 2014).  Around the same time, 

the Leapfrog Group was formed by several Fortune 500 companies to demand hospitals improve quality and decrease cost 

(AHRQ, 2011).  The group joined forces with member organizations such as the Business Roundtable and The Robert Wood 

Johnson Foundation to develop a plan of ICU physician staffing that would improve quality and reduce overall costs (AHRQ, 

2011).  To fully implement the ICU Physician Staffing standard, a hospital would operate their ICU with intensivists who were 

present during daytime hours and provide clinical care exclusively in the ICU (Leapfrog Group, 2018).  When not present on-

site or via telemedicine, the intensivists would return notification alerts at least 95% of the time, within 5 minutes, and arrange 

for a provider to reach the ICU patients within 5 minutes (Leapfrog Group, 2018).  Nguyen, Kahn, and Angus (2010) noted the 

heterogeneous delivery of critical care in the U.S. and the lack of standardization because of the variations in physician coverage.  

This heterogeneity was possibly responsible for 100,000 preventable deaths in the U.S. per year (Nguyen et al., 2010).  
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Proper physician coverage was possible in high academic centers, but it was more difficult in rural and understaffed communities.  

In the early 2000s, it was estimated that only 37% of all ICU patients in the U.S. were cared for by intensivists in general (Lois, 

2014).  More recent data from 2011 estimated that only 14% of ICUs practice a bedside intensivist-led ICU model (Lilly et al., 

2014).   

  

According to the Center for Medicare and Medicaid (CMS) (2018), one possible solution to this problem was the use of telehealth, 

or telemedicine, to fill the gaps.  CMS has defined telehealth as the use of an interactive audio and video telecommunication 

system to provide real-time communication between the provider and the patient (CMS, 2018).  Telehealth was first used in 1906 

to transmit electrocardiography over telephone lines and evolved with advances in technology such as the transmission of 

telemetry data by the National Aeronautics and Space Administration of astronauts in space to command centers on earth (Lilly 

et al., 2014).   As of 2016, there were only 17% of hospitals that had initiated a telehealth service in their ICUs (Kohn et al., 

2017).  The cost of installing a tele-ICU ranged from $2-$5 million for set up costs and upwards of $1.5 million to operate 

annually (Franzini, Sail, Thomas, & Wueste, 2011). 

 

Multiple factors such as state policies regarding reimbursement and regulation have slowed the adoption of telehealth (Adler-

Milstein, Kvedar, & Bates, 2014).  As of late 2012, 42% of hospitals had adopted some form of telehealth in their healthcare 

systems.  Of these healthcare systems, it was found that rural hospitals were more likely to initiate a telehealth program with the 

desire to improve access (Adler-Milstein et al., 2014). 

 

The purpose of this study was to gauge the potential for the implementation of telehealth in the Intensive Care Unit to determine 

its impact on the quality of care and overall healthcare costs.  Also, the study also reviewed possible barriers to its implementation.   

 

2 RESULTS 

 

Financial Impact of Telehealth Use in Critical Care 

In a series of studies, UMass Memorial Medical Center found that tele-ICU can save millions of dollars and recoup hospital’s 

capital cost within months of implementation (Wicklund, 2017). The University of Minnesota Medical Center’s Fairview Health 

System in 2011, began employing the use of telehealth within its ICU facilities.  This study of the 106-bed ICU Fairview Program 

was conducted to review, among other aspects, the initial cost of implementation and the annual operating costs of a tele-ICU 

program.  It was stated that the average initial capital cost of tele-ICU control centers ranged between $2,000,000 and $6,000,000.  

Fairview’s capital cost was $1,186,220.  Furthermore, the average combined implementation and first-year operation cost, per 

tele-ICU bed, ranged between $50,000 and $100,000.  Fairview’s combined implementation and first-year operational cost, per 

tele-ICU bed, was $45,117.  Its annual operational cost for one tele-ICU bed was $23,150 (Fortis, Weinart, Bushinksi, Greiner 

Kohler, & Beilman, 2014). 

 

The Fairview researchers also reviewed and compared data from the Veterans Health Administration (VHA) hospitals.  In their 

study, these facilities had a combined capital and first-year operational cost, per tele-ICU bed, that ranged from $70,000 to 

$87,000 (Fortis et al., 2014).  Additional VHA data showed a tele-ICU program that was initiated in 7 separate VHA hospitals, 

containing 74 ICU beds.  The total cost of implementation for the program, plus first-year operating costs of the off-site 

monitoring hub, was $9,097,410 (Kumar et al., 2013).  More specifically, the total cost for technology, including hardware, 

software, operating equipment, networking, and licensure requirement fees was $5,196,661 (see Table 1). 
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Table 1. 2011 VHA Network – Tele-ICU First Year Implementation Costs 

 

 
(Kumar, et al., 2013) 

 

The approximate cost for staffing and operating the monitoring site for the first year of implementation was $3,300,000, or 

$123,000, per ICU-bed (Kumar et al., 2013). According to Barnes (2018), ICUs that employed the use telemedicine were 

measured for cost savings via quality-adjusted life years, or a measure of disease burden (pain, self-care, and many more) and 

the ability for healthcare to sustain life. The findings were that the cost of the tele-ICU care was $45,320 per quality-adjusted life 

year.  This fell well below the benchmark of $100,000 to be labeled cost-effective compared to, for example, the charge for 

dialysis at approximately $129,092, (Barnes, 2018).  Variables such as staffing, and mortality rate were also considered.  

According to the findings, these tele-ICUs yielded cost savings in 37% of the 1,000 scenarios it assessed (Barnes, 2018). Also, 

Lilly et al. 2017 found significant cash flow of 21% and an increase in marginal revenue up to 376% when tele-ICU was 

implemented allowing the hospital to accommodate more patients and refocus on more critical cases (Lilly, Motzkus, Rinco, et 

al., 2017). 

 

Emory Healthcare began using a telehealth program in its ICU and, during an independent audit of this program that spanned 

15-months leading up to 2017, the cost savings were monitored.  During this initiative, the institution saved Medicare $4.6 million 

(Leventhal, 2017).  During the monitoring process, the program at Emory Healthcare, including 136 beds at 5 hospital locations, 

was compared to 9 other hospitals in the Atlanta area to determine the program implementation’s success.  Relative to the 

comparison group, the total savings included:  a decrease of $1,486 in average Medicare spending, per 60-day episode, a 4.9% 

increase in discharges to home healthcare, a 6.9% decrease to skilled nursing facilities and long-term care hospitals, and a 2.1% 

decrease in the rate of 60-day inpatient readmissions (Leventhal, 2017). 

 

In 2007, Resurrection Health Care in Des Plaines, IL implemented the use of telemedicine into its 14 ICUs.  Cost savings of $3 

million was reported in the first six months (Coustasse, Deslich, Bailey, Hairston, & Paul, 2014).  This included $11,200 from a 

7% decrease in blood transfusions and a 38 % decrease in ICU Length of Stay (LOS). By 2011, tele-ICU support for patients 

across the implemented system resulted in 9000 ICU days saved.  This was an estimated cost savings of $11.5 million (Coustasse 

et al., 2014). 

 

The implementation of telehealth, examined in a study by Kumar, Merchant, and Reynolds (2013), found a 10% reduction in 

ICU LOS.  This allowed for the ability to care for one new patient per day and resulted in a Present Net Value of $2.5 million.  

ICU costs decreased by 25% to 31% during the intervention period, while total hospital costs decreased by 12% to 19%.  Also, 

the cost of care per day of service was considered.  This list included items such as equipment, staffing, and miscellaneous costs 

associated with managing a tele-ICU system. The results were a 24.6% decrease in variable costs per patient (Kumar et al., 2013). 

Furthermore, tele-ICU offers cost savings of up to $10,000 per case to payors by allowing community hospitals to take care of 

more complex cases, avoiding transfer to referral hospital (Pannu, Sanghavi, Sheley, et al., 2017) 

 

Clinical Impact of Telehealth Use in Critical Care 

One clinical measure used to assess the effectiveness of care in the ICU has been mortality.  Sadaka et al. (2013) examined the 

implementation of a tele-ICU program at a large community-based hospital. The study was a retrospective study of 2,823 patients.  

It took 630 pre-intervention patients as well as 2,193 tele-ICU and controlled them for baseline characteristic – Acute Physiologic 

Cost Category

Monitoring 

Facility (74 

beds)

Hospital 1,2 

ICU (23 beds)

Hospital 2 

(10 beds)

Hospital 3 

(6 beds)

Hospital 4 

(16 beds)

Hospital 5 

(5 beds)

Hospital 6 

(5 beds)

Hospital 7 

(9 beds)

System Total 

(8 ICUs, 

74 beds)

% of Grand 

Total

Hardware/Upgrades 331,593.79       185,493.62     80,649.40       48,389.64    129,039.04  40,324.70    40,324.70    72,584.46    928,399.35      11

CIS Software N/A 444,175.24     115,263.67     66,736.05    228,495.50  77,519.97    69,712.65    115,263.08  1,117,166.16   12

Telemedicine Software 414,000.00       167,533.60     73,982.00       47,889.20    113,121.20  41,336.00    31,366.00    67,458.80    956,686.80      10

Installation Fees 780,867.00       276,775.20     72,864.00       72,864.00    72,864.00    72,864.00    72,864.00    72,864.00    1,494,826.20   16

Equipment and Network 43,323.59         261,624.29     53,676.84       30,087.57    107,063.44  50,561.57    58,236.79    84,978.85    689,552.94      8

Technology Total 1,569,784.38    1,335,601.95  396,435.91     265,996.46  650,583.18  282,636.24  282,504.14  413,149.19  5,196,691.45   57

Physician Fees (p/year) 1,576,800.00    N/A N/A N/A N/A N/A N/A N/A 1,576,800.00   18

Nursing Fees (p/year) 1,295,987.00    N/A N/A N/A N/A N/A N/A N/A 1,295,987.00   15

Technical Fees (p/year) 136,664.00       … … … … … … … 136,664.00      1

Managerial Fees (p/year) 384,744.00       … … … … … … … 384,744.00      5

Industry Training … 14,256.00       8,298.00         8,298.00      14,256.00    8,298.00      8,298.00      8,298.00      70,002.00        …

Nonindustry Training 5,000.00           … … … … … … … 5,000.00          …

Travel Expenditures 35,000.00         … … … … … … … 35,000.00        …

Staffing Total 3,434,195.00    14,256.00       8,298.00         8,298.00      14,256.00    8,298.00      8,298.00      8,298.00      3,504,197.00   39

CIS Site Design Prep 120,858.00       N/A N/A N/A N/A N/A N/A N/A 120,858.00      …

Tele-ICU Site Design Prep 26,635.00         N/A N/A N/A N/A N/A N/A N/A 26,635.00        …
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and Chronic Health Evaluation IV (APACHE IV) and Acute Physiologic Scores (APS).  ICU mortality dropped from 7.9% in 

the pre-intervention group and 3.8% during the tele-ICU period.  Overall hospital mortality dropped from 8.8% to 6.9% (Sadaka 

et al., 2013).  

 

A retrospective study was conducted that investigated at pre- and post-deployment of a tele-ICU program.  This research 

controlled the groups with APS and APACHE IV scores.  In the pre-implementation period, a mortality of 21.4% was reported. 

After implementation, the crude mortality was 14.7% (McCambridge et al., 2010).  Additional clinical markers were evaluated.  

Ventilator use, for example, was examined.  It was found that, in the pre-implementation group, 36.1% of patients required a 

ventilator, compared to 31.5% in the tele-ICU group (McCambridge et al., 2010).  

 

Length of stay (LOS) was also an indicator of clinical quality.  Sadaka et al. (2013) found a decrease in ICU LOS from 2.7 days 

to 2.2 days in the tele-ICU group; however, an increase in the overall length of stay from 5.2 days to 6.2 days was noted (Sadaka 

et al., 2013). McCambridge et al. (2010) found similar findings with ICU LOS going from 4.06 days to 3.77 days.  It was noted 

an increase in total hospital length of stay from 9.15 days to 9.21 days (McCambridge et al., 2010).  

 

Cummings, Krsek, Vermoch, and Matuszewski (2007) reported a decrease in mortality by 27% and a decrease in ICU LOS by 

16% for the group using the telemedicine technology (Cummings et al., 2007).  

 

Kahn et al. (2016), examined took 521 hospitals using 2001-2010 Medicare claim data linked to a national survey identifying 

U.S. hospitals that had adopted ICU medicine. It was found that, overall, 3.8% of the 5,650 hospitals had adopted an ICU 

telemedicine program.  After exclusion criteria were applied, 132 tele-ICU hospitals were compared to 389 control hospitals.  

The finds were that 12.1% of the tele-ICU hospitals had a statistically significant reduction in mortality, 81.1% had no reduction, 

and 6.1% had increased mortality.  A 90-day mortality measure that compared pre-adoption with post-adoption found a slight 

difference from 24.3% to 24.00; however, this study showed there was heterogeneity in effect across those studied hospitals, 

finding a most significant difference in large volume urban hospitals (Kahn et al., 2016). 

 

A meta-analysis was performed by Young, et al. (2011) that included 35 ICUs. All evaluations were done with a before and after 

comparison. A large patient population of 41,374 patients was found to have reduced ICU mortality (pooled odds ratio, 0.80; 

95% p=.08), but not in-hospital mortality. This study also showed a reduction in ICU length of stay of mean -1.26 days.  This 

was not so with hospital length of stay, with only a mean difference of -.16 days with a p=.16 (Young et al., 2011). 

 

The use of tele-ICU has allowed for small community and rural hospitals to have care managed by an intensivist.  This type of 

coverage has been called a closed ICU (Armaignac, Saxena, Rubens, et al., 2018). Several studies were done on closed ICU and 

the quality of care provided (Juneja, Nasa, & Singh, 2012).  Gasperino (2011) examined the impact this type of unit had on acute 

lung injury (ALI) patients, a lung disorder typically caused by infection.  After correcting the patients for variables, it was found 

that the closed units had a 26% less chance of ALI (Gasperino, 2011). 

 

 

3 DISCUSSION 

The purpose of this study was to gauge the potential for the implementation of telehealth in the Intensive Care Unit to determine 

its impact on the quality of care and overall healthcare costs.  The results of the literature review suggested that hospitals that 

employed the use of telehealth in their ICUs generated substantial return-on-investment and improved clinical quality outcomes. 

The review results of the actual cost to implement and maintain a tele-ICU program was expected but remarkable.  The cost to 

establish this type of program ranged from $2,000,000 to $6,000,000, regardless of facility type (Fortis et al., 2014). This 

enormous outlay was setup cost only and did not include annual operational costs such as administrative expenses, intensivist 

fees, or equipment maintenance. Also, the combined capital and first-year operational cost remained comparable across all facility 

types as well, ranging from $50,000 to $100,000 per tele-ICU bed (Fortis et al., 2014). 

 

In further reviewing the financial material associated with tele-ICU implementation, the documented findings related to overall 

cost savings were promising.  Regardless of the initial cost to implement the program, the results were indicative of positive 

outcomes about substantial savings for the hospitals involved.  Tele-ICU allowed for significant decreases in ICU LOS. These 

reduced LOS allowed for a savings of $11.5 million (Coustasse et al., 2014).  This further translated to savings in the cost of care 

per day of service per patient, with a significant decrease of 24.6% (Kumar et al., 2013). 

 

Tele-ICU implementation showed a substantial decrease in mortality, both in the hospital and, more significantly, in the ICU 

(pre-intervention of 7.9% versus post intervention of 3.9%) (Sadaka et al., 2013). The closer monitoring and quicker interventions 

allowed by the tele-ICU also showed a significant decrease in ALI injury, one of the leading causes of mortality. This was found 

to show an adjusted odds ratio of 0.68 in the high-intensity group, compared to 0.98 in the control group (Gasperino, 2011). LOS 
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in the ICU also had a significant impact on clinical outcomes and mortality. For example, decreased LOS would diminish the 

likelihood of developing any hospital-acquired infections or skin breakdown leading to mortality with a reduction of crude 

mortality from 21.4% to 14.7% (McCambridge et al., 2010). Given the study limitations, the benefits of telehealth are still 

encouraging in both the financial and clinical areas.  In a specialty such as critical care with increasing demand, telehealth could 

be a viable option for struggling critical care programs.   

 

4 CONCLUSION. 

The literature review suggested consistent positive clinical and financial outcomes as a result of the introduction of telehealth in 

the ICU.  Although the initial outlay was noteworthy, the increase in quality clinical outcomes and, in turn, ROI was significant.  
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ABSTRACT  

Data Visualization has become an important aspect of big data analytics and has grown in sophistication and variety. We 

specifically identify the need for an analytical framework for data visualization with textual information. Data visualization is a 

powerful mechanism to represent data, but the usage of specific graphical representations needs to be better understood and 

classified to validate appropriate representation in the contexts of textual data and avoid distorted depictions of underlying textual 

data. We identify prominent textual data visualization approaches and discuss their characteristics. We discuss the use of multiple 

graph types in textual data visualization, including the use of quantity, sense, trend and context textual data visualization. We 

create an explanatory classification framework to position textual data visualization in a unique way so as to provide insights and 

assist in appropriate method or graphical representation classification. 

Keywords  

Data Visualization, Big Data Analytics, Textual Visualization  

1  INTRODUCTION  

There has been significant increase in the gathering, storing, manipulation, representation and analysis of textual information in 

big data initiatives. Social media in particular has fueled the growth of textual analytics (Stieglitz, et., al., 2018). A significant 

increase in access to and use of mobile devices has also boosted social media activity (Jimenez-Marquez, Gonzalez- Carrasco, 

Lopez-Cuadrado, & Ruiz-Mezuca, 2019). Textual data is a rich source of information and lends itself to various forms of creative 

analysis, providing an opportunity for the application of big data techniques. Organizations are placing great emphasis on the 

gathering and analysis of textual information in looking for ways to improve their understanding of user sentiment, behavior, 

trust, loyalty and various other critical decision-influencing variables. Textual data has the potential to represent unique user 

information in the form of direct statements and latent implications which cannot be gathered from numerical data and other 

forms of data, and therefore has unique potential.  

 

One of the main strategies used for textual data analysis and insight generation is the visualization of textual data. Data 

visualization in general has grown in popularity and the importance of data visualization has increased with the growth in big 

data. Data visualization is a quick and easy way to convey information and can be used for effective storytelling, enabling 

parsimonious ‘connection of dots’, identifying trends, finding outliers, generating audience interest and providing summary 

representations of various forms of data. Common examples of data visualization graphs and artifacts include various types of 

pie charts, histograms, wordclouds, bubble clouds, bar charts, tree maps, bubble charts, step charts, area charts, heat maps, 

cartograms, dot distribution maps, proportional symbol maps, timelines, time series, scatter plots, Gantt charts, stream graphs, 
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polar areas, spider charts, box and whisker plots, tree visualizations, dendrograms, radial trees, spark lines, node-link diagrams, 

alluvial diagrams and matrices, amongst others. However, fewer plots and methods are available for textual analytics and even 

then, some of the interpretations are more difficult. Creative plot types of textual data using innovative analytics, such as 

wordclouds (Figure 1.) are useful representations, but additional classification is necessary for better understanding the 

contribution value of such visualizations.   

 

In spite of the rapid advancement of data analytics and visualization technologies, there remain a few challenges for data 

visualization, especially in the context of big data. The classical challenge of information loss, the inadequacy of a summary 

representation to reflect important particulars, in the form of granular details remains (Matzen, et., al., 2018). Additionally, data 

visualization for big data requires extensive processing power and additional ontological challenges remain with the visualization 

of data from newly created variables. It must also be pointed out that not all visualization can be categorized as ‘data visualization’ 

– for example, visualization as infographics may narrate a premediated story or infographics may contain abstract concepts, time 

and process representations which are not directly data driven. Such infographics may contain data visualizations but are of 

themselves of a different genre of graphics. Data visualizations, on the other hand, are directly driven by data and serve as 

statistical or mathematical method-driven graphical representations of data, and thus are relatively more objective and reflective 

of the underlying data. 

 

Traditionally the domain of data visualization has been dominated by numerical data, and this has simply been an extension of 

the fact that most traditional data analysis and statistics were focused on numerical data, with additional parameters to ensure 

quality of data. With the advent of big data, there has been a natural transition to various additional data types and a borrowing 

and adapting of data visualization methods. One of the most voluminous data types in big data has been textual data or “character” 

data. We are in the middle of a huge demand wave for textual analytics, with a particular focus on social media analytics and this 

creates a need for understanding textual data visualization better. Our study focuses on creating a framework to better understand 

and classify data visualization for textual analytics. 
 

   Figure 1. Wordcloud for this research paper 

 

   
 

 

The sections that follow consist of a literature review covering quantity, sense, context and trend as the core focal points, 

framework presentation, discussion and conclusion.  

 

2  LITERATURE REVIEW 

The present literature review provides a summary of our review of past research that addresses textual data visualization. Social 

media data analysis and visualization provides rich opportunities to examine the use of visualization analytics. Amazon product 

reviews have been analyzed to find differences in reviews to explain customer behavior (Jimenez-Marquez, Gonzalez- Carrasco, 

Lopez-Cuadrado, & Ruiz-Mezuca, 2019). Hotel user reviews have also been used to capture the atmosphere and perceptions of 

the hotel. Textual analytics and visualization have been used to demonstrate links between news and financial markets, and to 

show evolution in politics including key players, issues, and topics (Chen, Lin, & Yuan, 2017). Textual analytics and visualization 

have also been used to help understand game stages or special events and visualize sub-event peaks, sentiment and keyword 

analysis for box-office forecasting, event distribution for urban planning and social movement of inter-city entities (Chen, Lin, 
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& Yuan, 2017). A broader discussion of textual analytics would include audio data as well; however, we limit our focus to typed 

textual data. Our literature review and research on textual representations led us to classify four key quadrants for textual data 

visualization: quantity, sense, context and trend 
 

Quantities Visualization 

Quantities Visualization (QViz) refers to the types of visual graphical representations of analysis that incorporate counts of 

textual characters, features, or sequences. Common examples include wordclouds, count frequencies, tables, and pie charts. 

Wordclouds can be used as an initial step in analysis before moving on to other methods (Kabir, Karim, Newaz & Hossain, 

2018). A wordcloud displays a pictorial representation of frequently use words where word size is determined by the frequency 

of a word’s usage, therefore the more often a word is used the bigger it will be in the cloud. They are useful to discover the most 

frequently discussed topics and can be applied in a wide range of contexts. Kabir, Karim, Newaz, and Hossain (2018) were able 

to use a wordcloud to display the topics that a Bangladeshi politician tweeted about most. However, the use of a wordcloud takes 

away the context of the topic, therefore there is no indication if the topic is being talked about positively or negatively (Kabir, 

Karim, Newaz & Hossain, 2018). SentenTree is a visualization tool that can be used to help users understand concepts and 

opinions by visualizing frequent keyword patterns (Chen, Lin, & Yuan, 2017).  

 

A notable example of the visualization of quantities of textual features exists in the study of electronic dominance, which is 

evident in social media and other electronic communications, to gain relative superiority (Kretinin, Samuel, & Kashyap, 2018). 

Text analysis and natural learning processing methods can be used to study dominance by looking at the use of upper-case letters, 

repeated letters, emoticons, and special characters. Kretinin, Samuel, and Kashyap (2018) found repetition of tweets by the same 

user, use of upper case, use of longer tweets, emphatic language, and counter posts upon analysis of tweets about certain stocks; 

all of these show dominant behavior of the user. Samuel, Holowczak, Benbunan-Fich, and Levine (2014) analyzed chat 

transcriptions to identify dominance using manual and automatic content analysis (Figure 2). They were able to show the potential 

for identifying dominance by using automatic textual analysis with generalized models for identifying dominance in computer-

mediated group communication. Real time detection of dominance can provide feedback about group discussion nature (Samuel, 

Holowczak, Benbunan-Fich, & Levine, 2014).  

 

Figure 2. Dominance Comments Percentage Visualization (From Samuel, et., al., 2014, used with permission) 
 

 
 

 

Sense Visualization 

Sense Visualization (SViz) refers to the types of visual graphical representations of analysis that provide sense to textual 

characters, features or sequences. Common examples include: Sentiment analysis, Semantics and Natural Language Processing. 

A growing area of Natural Language Processing is sentiment analysis; there is research on this that spans from document analysis 

down to extremity of words and phrases (Kabir, Karim, Newaz & Hossain, 2018). Sentiment analysis is a method which organizes 

opinions to be classified into groups such as “Positive”, “Negative”, or sometimes “Neutral” and can also extract features from 

a text (Ashraf, Verma & Kavita, 2016). There are numerous approaches to sentiment analysis, as shown in studies on sentient 

analysis of Twitter data (Ashraf, Verma, and Kavita, 2016).  Ortigosa, Martin, and Carro (2014) proposed a framework for 

sentiment analysis that starts when a user writes a message. This method looks to determine the sentiment polarity as a user posts 

and uses this to explore the user’s emotions. Pak and Paroubek (2010) created a method to spontaneously obtain data that can be 

used for mining and sentiment analysis. They use the data to apply a sentiment classifier that can determine if the entire document 

is positive, negative, or neutral. Agarwal et al. (2011) considered two models for classification; the first of which considers only 

positive or negative classifications and the second of which also considers neutral classifications. They experimented with two 

types of models: a unigram model based on feature modeling and a tree 30 kernel-based model. From this they found that the 

tree kernel-based model outperforms other models. Aisopos, Papadakis, Tserpes, & Varvarigou, (2012) sought to resolve the  
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lack of applicability of previous sentiment analysis by a polarity ratio and n-gram graphs for content-based information. They 

had found that these methods provided the sought-after effectiveness and were also language neutral and tolerant to noise;  

 

however, time efficiency should be improved for use with large data. Balahur et al. (2013) looked into the use of opinion mining 

to separate good and bad news from good and bad sentiment, as well as to look at dissimilar views on newspaper articles. 

Horakova (2015) used messages from social media sites to provide a view of business intelligence. Adarash and Kumar (2015) 

analyzed the occurrence of words and the use of emoticons to create sentiment and categorize users, they also used this sentiment 

to determine if a tweet was sent by a human or a bot. Sahayak, Shete, and Pathan (2015) used a machine learning algorithm that 

looked into the use of capitalization, internalization, emoticons, and negation handling neutralization to determine the sentiment 

of tweets. (Ashraf, Verma & Kavita, 2016). 

 

Figure 3. Autodesk Sentiment Analysis Visualization (From Kretinin, et., al., 2018, used with permission) 
 

 
 

 

Kabir, Karim, Newaz, and Hossain (2018) looked to explore how feelings and sentiments are communicated in social media 

since the language is often casual and there can be restrictions on message length. They note that this area is not well studied and 

that the use of sentiment resources that were developed on non-microblogging information may not be as effective. They analyzed 

tweets from a famous Bangladeshi businessman and politician into positive, negative and unbiased sentiments by using R to 

create models. They were able to show that the user mostly posted neutral tweets and that the user posted positive tweets more 

than negative tweets. However, a limitation that they faced is that the twitter search API used to import the data can only obtain 

tweets from a maximum of seven days. They also note that sentiment analysis for twitter is not effective for detecting sarcasm 

and will detect it as negative sentiment; therefore computer categorization is not effective since the word “good” can mean good 

or bad depending on the context (Kabir, Karim, Newaz, & Hossain, 2018). Kretinin, Samuel, and Kashyap (2018) collected 

tweets associated with several stocks to evaluate the sentiment of the tweets. They classified tweets as positive, negative or 

neutral but did not include the neutral tweets in further analysis. They were able to show an alignment between sentiment trends 

and price movement for all four companies that were considered (Figure 3). 

 
Context Visualization 

Context Visualization (CViz) refers to the types of visual graphical representations of analysis that incorporate context to textual 

characters or sequences. They explore the “Who, When, and Where” of a social media posting as well as the modality being 

used. Users on social media are a part of two types of networks: a follower network and a reposting network (Chen, Lin, & Yuan, 

2017). A user’s follower network is based upon who they follow which is primarily based on relationships and interest while the 

reposting network is based upon what a user posts and reposts. Reposting of messages creates a diffusion of messages. A number 

of tools have been created to track a user’s follower network. OntoVis is a tool that allows users to simplify networks and analyze 

relationships. A tool kit that can be used for network overview as well as discovery and exploration is NodeXL. MatrixExplorer 

can also be used to explore social media networks offering a node-link diagram as well as a matrix representation. One tool that 

is useful for finding common neighbors and large cliques is MatLink which offers a hybrid representation with links overlaid on 

a matrix. NodeTrix combines both MartixExplorer and MatLink to look at global and community structures. iO-LAP analyzes 

networks by looking at people, relation, content, and time. GraphDic allows for attributes of users such as age, gender, and 

location to easily compare. DemographicVis allows for an interactive analysis of features within demographic groups (Chen, 

Lin, & Yuan, 2017). 
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Figure 4. Viral Tweets Contextual Analysis Visualization (From Samuel, et., al., 2019, used with permission) 
 

 
 

Reposting networks can also be visualized through a number of tools. One such tool is Google+Ripples which uses a combination 

of node-link and a circular map to show information flow (Chen, Lin, & Yuan, 2017). WeiboEvents provides the option of a tree 

layout, circular layouts, and a sail layout to explore the diffusion of information. One method to view anomalous information 

spread is FluxFlow. Users can also be defined through their geological location or their spatial temporal information. One of the 

earliest tools for this is Whisper, which uses a sunflower visualization to show how tweets spread from one source to the whole 

world. It is suggested that urban planning can benefit from the use of a circular visual design that uses land usage data and geo-

tagged messages; while others use the geo-tagged data to find patterns between positions of interest (Chen, Lin, & Yuan, 2017). 

Twitter data lends itself to significant CViz as it is possible to associate over twenty contextual variables with tweets (Figure 4), 

creating a rich opportunity for gaining contextual insights associated with textual analytics of Tweets (Samuel, Garvey & 

Kashyap, 2019). 

 

       Figure 5 & 6. Kodak Trend Analysis Visualization, From Kretinin, et., al., 2018, used with permission) 

 

 
Figure 5      Figure 6  

 

 

Trend Visualization 

Trend Visualization (TViz) refers to the types of visual graphical representations of analysis that apply a timeline, process, or 

temporality to textual characters, features or sequences; this can be done through time series, process, or evolution. One tool to 

visualize the evolution of relationships is gestaltmatrix, which uses a glyph matrix for visualization (Chen, Lin, & Yuan, 2017). 

Textual data based sentiment analysis can also be visually represented as trends (Figure 5 & 6). A gestalt-based glyph can also 

be used to show relational data in chronological order. Graph flow can be used to show structural changes to a reposting network 

over time through the use of static flow visualization. Visual BackChannel uses a timeline to show keywords and topics; and a 

circular view to represent participants. ThemeCrowds creates a chronological layout of keywords through a hierarchical 

visualization. RoseRiver uses a tree-cut algorithm and adaptively finds suitable hierarchies for different times (Chen, Lin, & 

Yuan, 2017). 

 
3  TEXTUAL DATA VISUALIZATION FRAMEWORK (TDViz) 

Although there are data visualization frameworks, there is a need to develop a textual data visualization specific frame of 

reference because the properties, value addition and limitations of textual data are distinct. In an example of a typical big data 

domain relevant framework incorporating visualization, we reviewed a two-step framework for analyzing social media data that 

begins with preparing the data and finding an appropriate machine learning model to follow (Jimenez-Marquez, Gonzalez- 

Carrasco Lopez-Cuadrado, & Ruiz-Mezuca, 2019). The second step in their model uses big data architectures to find an outcome 

of the data using the machine learning model from the first step. Their framework is designed to process qualitative and 

quantitative information through Machine Learning and Natural Language Processing techniques. Their second stage comprises 
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of several layers including a cluster resource manager layer, data access layer, data analysis layer, and a visualization layer. We 

propose a framework which is in contrast to such application-oriented frameworks, as a basis for classification of textual data 

visualization initiatives. 

 

                       

                                                      Figure 7. TDViz 
 

 
    

 
4  DISCUSSION 
This paper represents a part of our research on data visualization focused on textual analytics. This paper has some limitations – 

we have limited our study to static and electronically stored data. We have also avoided discussion on the richness of data and 

the impact of information facets as it has been shown that the characteristics of information can influence performance (Samuel, 

2017) and therefore potentially the sentiment associated with textual information. However, these boundaries also open up 

opportunities for further research into the excluded knowledge areas.  

 

Much of current data visualization is increasingly tool driven and therefore it is important to understand the data visualization 

tools environment. Gartner has identified Tableau to be an industry leader in data visualization for the past six years from 2013 

to 2018, and it is expected to retain its position for 2019 (Tableau website, 2019). Tableau lends itself to easy and efficient 

creation of data visualizations. However, in our limited experience, we find R and its data visualization packages (libraries) to 

provide more options, variety and customizability, and therefore to be the best data visualization tool for serious work requiring 

greater control of visualizations and flexibility to create dynamic plots and special visualizations such as three-dimensional 

representations with superior customizability (R-project.org, 2019). Other tools, including Splunk have been recommended for 

students to learn to visualize data. Splunk is a business intelligence tool that can be used for collecting storing and analyzing 

data. Its main advantages are that is has a free version, it has an intuitive graphical interface, it can be used for analysis of 

streaming data, and it can be used with almost any type of data. Sigman et al. (2016) used REST API to bring twitter data into 

Splunk, allowing the user to create functions to determine what data they want to bring in and allowing for data filtering based 

on keywords and hashtags. Splunk also has a driver that allows Tableau to use data directly from Splunk. Research has identified 

the benefit of using parsimonious tools like Tableau and Splunk to be student friendly, allowing exploration of big data without 

having to worry about technical issues and nuances (Sigman, et al., 2016). 
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ABSTRACT  

The millennial population has significantly influenced the development and trends of the event landscape with their desire for an 

experience that captivates, engages, builds lasting relationships, and is social media worthy. For event planning organizations 

and destinations to thrive, the way in which they engage with their community partners and the event design, must change. 

Organizations must model a core common language as part of rebranding efforts to achieve top down alignment promoting a 

total hospitality experience. This research reveals critical considerations joining together fundamental principles of marketing 

and event planning strategy using the #eventdesigncanvas as a model to aid in this organizational shift. 

Keywords  

#eventdesign canvas, marketing, hospitality, events, event planning, festivals, brand promise, customer loyalty, sales 

1  INTRODUCTION  

Travel and experience enthusiasts are constantly seeking out the world’s largest and most unique events and festivals around the 

world.  Combining travel with these events is a great way to see the world, make new friends, and create long lasting and exciting 

experiences. These events range from sporting events, cultural festivals, music and art festivals, food and drinking celebrations, 

and more. The growth in events and festivals has been linked to several factors including big money as part of tourism 

development initiatives; millennials value and seek out sharable, personalized experiences; and social media promotion attracting 

more and more people of all ages and backgrounds. Millennial’s have influenced more depth in the event experience to one that 

captivates, engages, and builds lasting relationships. This additional value and desire for greater personal experiences and 

relationship building requires event organizations and destinations to critique their brand promise and reconsider their strategy. 

 

2  EVENT DESIGN 

Although numerous models exist from an event planning strategy perspective, one particular tool, #eventcanvas, offers a strategic 

management template for developing new events that meet and exceed these new requirements as well as a tool to document and 

critique existing events and conference models (Janssen & Frissen, 2019). This tool offers event planning organizations a visual 

ability to describe the event value proposition and how the event directly will influence participant behavior post participation. 

This radically shifts the common routine of event planners and internationally breaks the common practice of jumping right into 

event execution details such as the venue, the décor, the entertainment, etc. The tool, also a visual platform to map out the event’s 

promise, helps event professionals to focus on critical elements that will support a total hospitality experience. This includes how 

the event will assist all stakeholders in achieving the desired jobs or contributions, resolving event challenges, establishing 

contingency planning solutions, and how focusing on the total hospitality experience can create gains within a set framework of 

commitment and expected return (Janssen & Frissen, 2019). In summary, #eventcanvas, “articulates how the behavior changes 

as a result of having participated in the event as well as stating the required levels of satisfaction against expectations” (Janssen 

& Frissen, 2019). This tool is a mechanism that allows organizations to align their activities through illustration, making gaps 

more visible, and understanding potential trade-offs of events. It creates a common visual language necessary to realign and 

promote the total hospitality experience. 

 

3 THE TOTAL HOSPITALY EXPERIENCE 

The onus of the total hospitality experience oftentimes falls to the shoulders of the event planner(s) when in fact, it lies in the 

hands of the destination at large. However, planners are responsible for connecting the event goers to the full array of destination 
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offerings just as much as they need to sell tickets and gain buy-in to their own event. The #eventcanvas then carries the added 

title of event concierge linking the total experience of event marketing, ticket purchase, lodging reservations, dining reservations 

and transportations systems. The sum of the experience engages the entire DMO and captivates the event goer to engage with 

the brand and bridge the gap from mere trial to social media evangelist. When the event brand meets the core customer needs 

and delivers on its value proposition through a quality experience, the brand then creates loyalty bonds not only with the event 

itself but also with the DMO (Wirtz, 2018). These loyalty bonds ultimately lead to profit – the whole reason for the event itself. 

With word-of-mouth comes reduced marketing and higher customer satisfaction and reduced service costs, and lower price 

sensitivity to increased event costs year-over-year and higher share-of-heart increasing event ROI in terms of share-of-wallet 

(Wirtz, 2018). Ultimately, this all stems from delivering on the brand promise. 

 

4  STAKEHOLDER AIGNMENT 

Events strongly influence and contribute to a destinations economy as well as enhance the awareness of the destinations, 

encourage cultural exchange, promote the preservation of local culture, and require collaboration between several hospitality 

organizations including but not limited to the DMO, ticket purchase, lodging reservations, dining reservations and transportations 

systems (Ying & Xin, 2019). In order for the total hospitality experience to be successful with a positive effect on produce, price, 

place, and promotion, it requires collaboration between event committees and the destination marketing organizations. The 

#eventcanvas provides the means to identify and analyze stakeholders. This is a critical step to understand stakeholder interest, 

power, decision making ability and influence, as well as support and funding. Ultimately, through this stakeholder process, event 

owners and DMOs can come up with a mutual understanding of the overachieving aim of the event. For the event planner, their 

next step is to design the event for each stakeholder group before converging key themes and attributes into the capstone event 

prototype. This process promotes further analysis to identify key considerations of each stakeholder group such as their pains—

fears and obstacles, and gains—needs, wants, and the measures of their success. Overall, this establishes a strong foundation and 

common understanding that is crucial for marketing strategy. Accordingly, this supports Ying and Xin (2019) recommendations 

that effective marketing requires a holistic and systematic approach. 

 

5 #CONCLUSION 

Customer loyalty, the direct result of delivering the core value proposition, both feeds and breeds the brand image. When the 

event planner(s) begin with the endgame in mind – to influence participant behavior post participation – then the brand promise 

should set expectations for the event experience that they and the DMO deliver. Furthermore, the engagement and execution of 

the event process can further result in the development of the new collaborative relationships (Ihm, & Castillo, 2017). The 

ultimate post participation behaviors include evangelizing the brand, engaging new audiences, growing the event, increasing 

ancillary revenue for the DMO at large, and reinforcing the brand image via the brand promise. Delivering the brand promise 

positively engages the audience, creates loyalty, and reinforces the brand image by creating a total hospitality experience. In 

addition, for participating hospitality partners, participation and end results of the event have demonstrated increased 

collaboration ranging from exchange and gaining information, access to new contacts, and most importantly, working 

collaboratively on new projects not previously imagined (Ihm, & Castillo, 2017). In summary, joining together event design 

using the #eventcanvas and marketing principles reveals critical considerations to create the total hospitality experience. 
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ABSTRACT 

The housing market has followed its own elongated supply cycle for more than two decades. Housing market supply-side 

indicators show that the massive overbuild of new homes during the housing boom set in motion an extended period of underbuild 

that is still ongoing nearly ten years after the recession ended. This paper proposes a new metric to gauge the health of the housing 

market from the perspective of supply, with an eye toward predicting future construction activity. The metric adds yearly 

overbuilds and subtracts underbuilds during the past two decades, indicating whether the housing market is in balance. The 

analysis shows that the housing overbuild during the boom period reached nearly two and a half million units, but the subsequent 

underbuild has more than eliminated the housing surplus, leaving the market in short supply today.    

 

Keywords  

Home construction, household formation, housing boom, housing market 

 

1 INTRODUCTION – MOTIVES FOR BUILDING NEW HOMES 

The housing market can be viewed as two separate markets: (1) The current stock of housing, which is occupied by current 

homeowners and renters, comprises the existing home market. When the stock of homes is in balance with the need for homes, 

it should be the case that most households would be able to find housing (either to own or rent) from the existing housing stock. 

(2) Additions to the housing stock represents the market for new homes. New homes would be needed, for example, in an 

economy with an expanding population. This paper examines number (2), or the supply of new homes.  

 

There are several reasons that the stock of homes would not match the need for homes, giving rise to increased or decreased 

demand and building of new homes. The main factor driving homebuilding is demographic, such as changes in the number of 

people forming new households. In addition, there may be small changes in the number of households that wish to have second 

homes. The housing stock may also be affected by other factors, such as demolitions, reconfigurations, damage or conversions 

(Schuetz and Murray, 2018). The resulting construction of new homes would be expected to drive the housing stock toward the 

level of the need for housing.  

 

However, there is another important motive for building new homes that is not based solely on need. Homes not only offer the 

owner a place to live, but also serve as key investment assets (Weintraub, 2019). For instance, the stunning rise in home prices 

during the housing boom (1995-2005) accentuated this motive for owning a home. When prices were rising rapidly, people saw 

homes as a lucrative investment. As a result, the demand for homes far surpassed the current housing stock at the time. To satisfy 

the excess demand, homebuilders ramped up new home construction.  

 

The outsize price gains set in motion a surge in home construction that, in turn, created a massive housing glut, which has 

restrained housing construction for the past decade. Too many homes and rising vacancies inevitably caused home prices to fall 

starting in 2005, and the investment motive for owning homes dried up. However, by that time, there already were far too many 

houses in existence relative to the need for housing.  

 
2 HOUSING NEED, CONSTRUCTION ACTIVITY, AND THE NEW HOUSING METRIC 

This paper looks at the supply of homes since 1995 to gauge the health of the housing market and the state of the housing cycle. 

Specifically, this study compares the needs of households (as dictated by the pace of household formation) with new home 

construction over time. Conerly (2018) moves in this direction by comparing construction with population growth to say that the 

US continues to underbuild new homes. However, he stops short of using year-by-year comparisons to form a view of the relative 

supply (stock) and demand (need) for houses over time. This paper accumulates the excesses and shortages to determine the 

adjustment that would be needed to restore balance between the housing stock and housing need.  

mailto:pdantonio@molloy.edu
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Housing Need (Demand). As Figure 1 shows, new housing need hovered at a pace of about 1.4 million units per year through 

2003 (Census [1], 2019). Household formation was the main driver of how many additional housing units would be needed to 

satisfy new demand. In addition, home depletions (demolitions and damaged homes), changes in demand for second homes, 

reconfigurations, and conversions are assumed to have added about 250 thousand units per year to the overall housing need.  

 

Household formation increased briefly around the end of the housing boom (2005-07), but that trend reversed quickly. The 

recession and subsequent weak economy caused household formation to crater from 2008 to 2011. Many people in their 20s and 

30s either could not find work at all or found jobs with pay that was not commensurate with their education, so fewer could 

afford to buy or rent homes than in the past. Instead, they continued to live with their parents (Fry, 2016). As a result, overall 

housing need dropped to about 850 thousand per year (see Figure 1). Since 2014, household formation has rebounded and new 

housing needs have reached normal levels of around 1.4 million per year.  

 

 

 
 

Note: Data are reported quarterly at annual rates. Housing construction is measured by the number of new home completions. 

Sources: Census Bureau [1], Housing Inventory, Census Bureau [2], Residential Construction.  

 

Construction Activity (Supply). Housing construction soared during the housing boom, from 1995 to 2005. The pace of home 

construction peaked at 2 million per year at the height of the boom (Census [2], 2019), well beyond new housing needs. This 

overbuild can be seen in Figure 1 as the gap between housing construction and housing need.  

 

This elevated pace of building did not last, however. New home construction plummeted by about 75 percent to less than 600 

thousand per year by the end of 2010 (Census [2], 2019) during the housing bust. That drop was much steeper than the actual 

decline in household formation. The net result was a serious underbuild of new homes by 2011. This underbuild continues today 

despite a rebound in new home construction in recent years.  

 

Figure 2 shows relative changes in new home need and housing construction, highlighting the overbuilds and underbuilds over 

the past two decades. These data match the average values for selected periods in Figures 1. The dates in Figure 2 roughly 

conform to the major shifts in housing need and construction.  
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Figure 1. Housing Construction vs Housing Need
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Figure 2. Household Construction vs Housing Need 

 
Notes: Data are annual averages unless noted. Period Overbuild (Total) represents the sum of the overbuilds during each 

period, and Cumulative Overbuild gives the sum at the end of each period. Negative values denote underbuilds.  

Sources: Census [1], Housing Inventory, Census [2], Residential Construction.  

 

New Housing Metric. This paper introduces a new excess housing supply metric. The metric can be used to assess the current 

state of the housing market by comparing the additions of new homes over time to the rise in housing needs. For example, the 

metric quantifies the excess supply that occurred during the boom period by adding the excess additions each year, and produces 

an estimate of the cumulative overbuild of houses during the boom relative to actual need. The size of that overbuild dictated 

how long and deep the subsequent underbuild would have to be during the housing bust for the housing market to recover fully.  

 

The formula for this new metric St, signifying excess supply at time t, is  

 

St = ∑ (Construction(t) – Need(t)) 

 

where the sum is taken from an initial point prior to the housing boom to time t. For this study, the initial point is 1995, when the 

housing boom began.  

 

The excess housing supply metric essentially takes the differences between housing construction and new home need each year 

and cumulates them over time. This metric quantifies the overbuild of houses during the housing boom and tracks the progress 

toward balance during the pullback in home construction from 2008 to 2011 and the rebound in construction since then.  

 

3 RESULTS – FROM EXCESS SUPPLY TO SHORTAGE 

As shown in the period overbuild line in Figure 2, housing need and construction were roughly in balance through 1999. However, 

during the period from 2000 to 2007, there were far too many homes completed relative to need. The last line in Figure 2 presents 

the new housing supply metric, Si, representing the cumulative overbuild. This metric shows a massive glut of more than 2 

million homes during that time.  

 

The metric also shows that the housing market correction more than eliminated the glut during the period from 2012 to the present 

and actually generated a new shortage of homes. Since housing construction continues to undershoot housing needs, construction 

activity is likely to continue to increase along with home prices in coming years.  

 

Figure 3 shows a year-by-year estimate of the size of the cumulative housing glut, as measured by Si. According to this metric, 

the surplus reached nearly 2.5 million homes at the worst point of the housing crash in 2009. The excess supply continued to rise 

despite the drop off in construction because housing need fell by even more. The huge glut of homes led many analysts at the 

time to believe that home prices and the housing market would never improve (for example, Hough, 2012).  

 

The size of the glut and the pullback in household formation dictated how much and for how long construction activity had to 

decline in order for the housing market to be restored to a healthy balance. For example, an underbuild of 500 thousand units per 

year would take five years to correct the 2.5 million cumulative overbuild. These conditions essentially set in motion the 

correction that has lasted for the entirety of the current expansion.  

 

According to Figure 3, the new metric returned to neutral by 2017, which is consistent with the roughly 350 thousand unit annual 

average underbuild in the six years from the beginning of 2012. But the underbuild did not stop there. Even today, builders 

remain cautious about “working on spec” and bankers are stingy with loans to builders (Coy, 2019).  

 

    1995-99  2000-07  2008-11  2012-18 

Household Formation  1159  1229    608  1027 

Other Factors     250    250    250    250 

Total Housing Need  1409  1479    858  1277 

 

Construction    1423  1725    869    921 

 

Yearly Avg Overbuild      14    246      11   -356 

Period Overbuild (Total)      70  1968      44  -2492  

Cumulative Overbuild (Total)     70  2038  2082    -410 
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The running rate of construction continues to be well below the new housing need. As a result, each year the stock of houses has 

drifted lower relative to need. By the end of 2018, the new supply metric showed a 410 thousand unit shortage of houses, which 

seems to mirror the path of housing vacancies over time. The latest readings showing the shortage of homes corresponding to 

historically low vacancies (Census [3], 2019). 

 

Based on the excess supply metric, home construction must increase further just to stop the new shortage of houses from 

becoming larger, let alone reestablishing balance in the housing market. In that case, home construction would have to rise well 

beyond need for the next several years. Otherwise, the shortage of homes will become even more acute.  

 

 
Note: Data are reported quarterly at annual rates. Sources: Census Bureau [1], Inventory, Census Bureau [2], Residential 

Construction, and Census Bureau [3], Vacancy Rates.  
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ABSTRACT 

Print and online marketing of new and existing pharmaceutical products has become a required pathway to optimizing sales of 

these products in the 21st century. Yet, very limited time is spent preparing mid or upper level marketing managers to understand 

the complexities of these efforts or the need to accomplish them responsibly. This publication outlines the basics of a program 

that introduces MBA students in a pharmaceutical and healthcare marketing program to the critical concepts that underlie 

successful development of promotional tools for the current print and online environment. The course explores the basic elements 

essential for creating ethical and responsible print, broadcast, and digital communication to prescribers and consumers. It is 

designed to acquaint students with the components of developing promotional materials that inform target audiences, while 

complying with the boundaries set by the US Food and Drug Administration (FDA) and other global regulatory agencies. 

 

Keywords 

Direct to Consumer advertising, ethical marketing practices, pharmaceutical management education 

 

 

1 INTRODUCTION 

Direct to Consumer Drug Advertising has become a primary tool for informing consumers and providers about the availability 

and benefits of new drug products. The U.S. and New Zealand are the only countries that allow Pharmaceutical companies to 

create DTC and print media that includes product claims, while also setting guidance for content, safety information, and product 

claims. The Pharma industry currently spends billions of dollars yearly to promote their top drugs, with television, internet, social 

media and print advertising leading the paid media spending markets. Estimates of future spending by the industry for drug 

promotion range as high as $10 billion by 2020. 

 

Print and online marketing of new and existing pharmaceutical products has become the required pathway to optimizing sales of 

these products in the 21st century. Yet, very limited time is spent preparing mid or upper level marketing managers to understand 

the complexities of these efforts or the need to accomplish them responsibly. We will share the basics of a program that introduces 

MBA students in a pharmaceutical and healthcare marketing program to the critical concepts that underlie successful 

development of promotional tools for the current print and online environment. 

 

2 COURSE DESCRIPTION 

The course explores the basic elements essential for creating ethical and responsible print, broadcast, and digital communication 

to prescribers and consumers. It is designed to acquaint students with the components of developing promotional materials that 

inform target audiences, while complying with the boundaries set by the US Food and Drug Administration (FDA) and other 

global regulatory agencies. 

 

Key components of the course structure include:  

 

mailto:adelcont@sju.edu
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Lecture Format 

Instructor lectures will be supplemented by guest lectures with expertise in legal, regulatory, and clinical research disciplines. 

Students will be encouraged to question these experts, taking advantage of the guest’s unique expertise and experiences.  Many 

experts will have served on the Medical/Legal/Regulatory review teams (a.k.a. Copy Clearance or Promotional Review 

Committees) within large pharmaceutical organizations.  

 

Outside reading 

These will include text books, case studies, and authoritative Web sites such as FDA.gov 

 

Threaded discussions in an online format 

Threads will be interactive, allowing students to exchange opinions and resources about course directed topics and issues 

suggested by the course instructors. 

 

Practical simulation utilizing the team approach 

Small teams will create factually and ethically correct print, broadcast, and digital media advertisements for an actual product 

using current scientific literature, existing ads, and competitive product profiles. Requirements for ethical, branded products as 

opposed to OTC and other non-reviewed product claims will be discussed and contrasted. Inclusion of the important safety 

material and appropriate disclaimers will be included in these exercises. The simulations will be reviewed and discussed as a 

build of several stages by a panel of instructors with input from experienced clinicians, regulatory personnel, and legal experts. 

 

Review and discussion of the existing promotional materials including advertising for OTC and nutraceutical products 

In class dissection of print, broadcast and digital media will focus on the components of such advertising, including the 

composition, emphasis, and appropriateness of all of the materials. By reviewing actual materials with real regulatory warning 

letters that companies have received, students will gain a better understanding of the potential pitfalls of producing promotional 

materials for various media.  Observing the mistakes and omissions of others is a valuable learning tool. 

 

The role of clinical research in creating ethical and compliant pharmaceutical advertising 

The use of clinical research findings, the use of individual subjects or patient testimonials in ethical advertising, and the regulatory 

constraints on these areas will be discussed in detail and applied in the construction of advertising by the teams during the creation 

of their ads in the practical exercises. The implications of the research findings including safety information by marketing and 

sales components of a pharmaceutical entity will be discussed. The importance of accurately and ethically delivering the 

information in the advertisements will be emphasized. 

 

3 CONCLUSIONS 

Appropriate and compliant information on new and existing drugs for physician and consumer audiences is an important, but 

often neglected aspect of pharmaceutical sales and marketing training. The need for background information about the 

development process, the final content, and the regulatory hurdles involved in creating and disseminating that information 

deserves a place in the education of future executives in the pharmaceutical and healthcare industries. We propose an outline of 

a course to do just that. This is some of the basic content and tools for such course. Of course, expansion or modification of this 

outline is welcomed. We hope to initiate a discussion of why, when, and how such material may be introduced to graduate 

students interested in pursuing careers in the medical sciences. 

 

 

 

 

 

 

 

 

http://fda.gov/
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ABSTRACT 

In November 2007, the Securities and Exchange Commission relaxed its Form 20-F reconciliation to U.S. GAAP for IFRS 

reporting companies. Interim earnings under U.S. GAAP and IFRS are prepared differently. Comparing the effect of these 

different methods on the information content of quarterly earnings announcements for cross-listed firms, our finding indicate 

that U.S. GAAP is associated with greater forecast accuracy, higher trading volume, and greater return volatility than IFRS. 
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1 INTRODUCTION 

Since 2002, U.S. regulators have been in the process of systematically converging U.S. GAAP and IFRS with expectations that 

the two standards will become fully compatible at some point. In November 2007, the Securities and Exchange Commission 

(SEC) ruled that companies reporting using IFRS are no longer required to include Form 20-F with their SEC filings. Prior to 

that point, firms cross-listed in the United States were required to include Form 20-F to reconciled non-U.S. GAAP with U.S. 

GAAP.  

Prior to convergence, accounting research generally found reconciliation through Form 20-F to be significant (e.g., Pownall and 

Schipper 1999; Amir, Harris, and Venuti 1993; Harris and Muller 1999; Chen and Sami 2008). The significance of reconciliation 

earnings diminished with convergence, but some differences still exist prior to the SEC’s ruling (Henry, Lin, Yang 2009; Byard, 

Mashruwala, Suh 2017). Kim, Li and Li (2012) found after the SEC’s ruling, on average, no evidence elimination of Form 20-F 

had a negative impact on market liquidity, probability of informed trading, cost of equity, or analysts’ forecasts of earnings. 

One of the remaining differences between U.S. GAAP and IFRS is interim earnings. Under U.S. GAAP, quarterly earnings are 

prepared using the “integral approach.” The four quarterly earnings are treated as components of annual earnings (ASC 270-10-

45-4-b). The integral approach allows smoothing of expenses across quarters and discretion for timing of “bad news” 

announcements (Mendenhall and Nichols 1988). IFRS uses the “discrete approach” (IAS 34, Par. 30-b), which treats each quarter 

as a separate reporting period and prohibits smoothing of expenses. This paper contributes to the current debate in the Accounting 

literature regarding IFRS adoption by examining the information content of quarterly earnings announcements and how choice 

of GAAP affects the earnings surprise. 

2 METHOD 

To examine the effect of reporting quarterly earnings using the integral or discrete method, abnormal trading volume (AVOL) 

and abnormal return volatility (AVAR) are used as proxies for information content (Landsman, Mayhew, Thornock 2012). 

AVOL is measured as the natural log of the mean trading volume during the three-day event window (days -1 to 1) centered on 

the COMPUSTAT earnings announcement day divided by the average estimation period volume (days -260 to -11). AVAR is 

the natural log of the mean abnormal returns for the three-day event window divided by the market model residuals over the 

estimation period. 

Regression models characterize the market reaction to quarterly earnings announcements through forecasted errors, the reporting 

system used. A series of control variables are added to identify mitigation factors affecting forecast errors. The basic model 

estimated using panel data is: 

mailto:aebrahim@fairfield.edu
mailto:bbradford@fairfield.edu
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Where: 

AVOL = abnormal trading volume, 

AVAR = abnormal return volatility, 

FE = (actual earnings – mean quarterly forecast) / closing stock price, 

USGAAP = Reporting dummy variable: U.S. GAAP = 1 and IFRS = 0. 

controls = control variables for firm characteristics, legal and regulatory environment. 

The control variables consist of firm and country variables. The firm variables consist of firm size (log of total assets), leverage 

(total liabilities / total assets), market to book ratio (market value of equity plus long-term debt scaled by total assets) and analysts 

following (1 = number of analysts greater than median, 0 otherwise). The country variable is legal tradition & enforcement (1= 

common law with high enforcement, 0 otherwise). Analysts following and legal tradition & enforcement are entered into the 

regression as mitigating variables interacting with forecast errors. 

3 RESULTS & DISCUSSION 

Table 1 summarizes the regression models for abnormal trading volume (AVOL) and abnormal return volatility (AVAR). The 

main effects for these regressions are forecast errors (FE) and interaction between the forecast error and the financial reporting 

system (1 = U.S. GAAP, 0 = IFRS).  

As expected, both AVOL and AVAR demonstrated a significant market reaction to the earnings surprise. The strong response of 

AVOL is consistent with investor belief revision (Bamber 1987; Bamber and Cheon 1995; Bamber et al. 2011). AVAR is 

consistent with the changing consensus as the market finds a new equilibrium price.  

Our key finding is the market response to the earnings surprise differed systematically between U.S. GAAP and IFRS. Both 

AVOL and AVAR supported greater forecast accuracy associated with quarterly earnings reported using U.S. GAAP than IFRS. 

The number of analysts following and leverage were mitigating factors affecting the forecast error and indirectly influencing the 

information content of the quarterly earnings announcements.  

According to Lang, Lins and Miller (2003), a larger number of analysts were associated with greater forecast accuracy and higher 

firm valuation. Consistent with Lang et al. (2003), our findings indicate a larger number of analysts are associated with greater 

forecast accuracy and higher trading volume. Highly leverage firms, in turn, are associated with lower trading volume and return 

volatility.  

 AVOL AVAR 

Constant 0.284 

(4.647***) 

0.345 

(2.926***) 

FE 1.005 

(2.864***) 

1.317 

(1.947*) 

FE*USGAAP -1.097 

(-2.729***) 

-2.478 

(-3.197***) 

Size 0.008 

(0.920) 

0.028 

(1.709*) 

Lev -0.276 

(-3.129***) 

-0.784 

(-4.605***) 

MB 0.0001 

(1.609) 

0.001 

(0.808) 

FE*NumAnaly 0.851 

(2.248**) 

-0.415 

(-0.568) 

FE*C&H -1.013 

(-1.013) 

-0.922 

(-0.441) 

Adj. R-square 0.0273 0.0354 

F-value 6.500*** 6.310*** 

 
 

4 CONCLUSION 

Quarterly earnings prepared under U.S. GAAP has higher information content and greater forecast accuracy than IFRS earnings. 

U.S. GAAP demonstrated higher abnormal trading volume and abnormal return volatility in response to a given forecast error 

𝐴𝑉𝑂𝐿𝑖𝑡 =  𝛼 + 𝛽1𝐹𝐸𝑖𝑡 + 𝛽2 ∗ 𝐹𝐸𝑖𝑡 ∗ 𝑈𝑆𝐺𝐴𝐴𝑃 + ∑ 𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠 + 𝑒     (1) 

𝐴𝑉𝐴𝑅𝑖𝑡 =  𝛼 + 𝛽1𝐹𝐸𝑖𝑡 + 𝛽2 ∗ 𝐹𝐸𝑖𝑡 ∗ 𝑈𝑆𝐺𝐴𝐴𝑃 + ∑𝑐𝑜𝑛𝑡𝑟𝑜𝑙𝑠 + 𝑒     (2) 
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and a strong negative interaction term (FE*U.S. GAAP) indicated smaller forecast errors associated with U.S. GAAP. High 

analysts following is proportional to trading volume associated with a given earnings surprise. High leverage is inversely 

proportional to both trading volume and return volatility. 
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ABSTRACT 

When a beekeeper lifts the roof off of a healthy, active beehive, there are more than 30,000 worker bees looking up and wondering 

why you are disturbing their business. Protecting the CEO, otherwise known as the queen bee, is their primary function. But, the 

business of beekeeping has many additional stakeholders that are concerned with the success of the enterprise. This entertaining, 

engaging and interesting workshop will explore the concept of stakeholder engagement as seen through the amazing ecosystem 

of a beehive. Several critical business concepts will be discussed, including: stakeholder identification, leadership, enterprise 

management, raw materials/resources/supply chain management, resource capability, contingency planning, risk analysis, 

compliance, monitoring/controlling/quality, theory of constraints, deliverables and strategic planning. 

Keywords 

Stakeholder, leadership, management, supply chain management, resource capability, contingency planning, risk analysis, 

compliance, monitoring, theory of constraints and strategic planning 

 

1 INTRODUCTION  

The beehive is an enterprise. There are more than 40,000 bees in one healthy hive; the vast majority are worker bees (all female). 

A small percentage of the remaining bees are drones (all male). Then there is the queen – only one leader of the entire enterprise 

– she is the CEO. The bees run a successful enterprise in an entirely dark environment; they communicate through a series of 

“dances” called a “waggle dances.” They are directed where to obtain raw materials and even where and when to locate when 

resources run low. There are many lessons that business people can learn from observations of a beehive. This presentation will 

help you make some of those interesting connections so you can look at ways to better manage your own enterprise or endeavor. 

 

This workshop will explore the connection between backyard beekeeping, stakeholder engagement and sound management. You 

will be able to discuss at least 5 ways that beekeeping relates to stakeholder engagement and you will be able to recognize the 

impact of “hidden” stakeholders in a project that you are working on. Along with stakeholder engagement, together we will 

explore many other key topics in the business world that are critical for the bees to operate a successful beehive: leadership, 

enterprise management, raw materials/resources/supply chain management, resource capability, contingency planning, risk 

analysis, compliance, monitoring/controlling/quality, theory of constraints, deliverables and strategic planning. Throughout these 

discussions, you will have opportunities to see how these same concepts impact your endeavor or your enterprise. You will be 

encouraged to apply the theories and concepts discussed to your own project so you can see the benefits of these approaches. 

 

Strategic Planning 

The presentation will begin with a view of strategic planning. The mission, objectives and goals of the enterprise will be explored. 

(We will discuss the beehive as a year-round endeavor and how the hive must be managed throughout the changing seasons. This 

is especially critical in climates that experience cold-weather winters.) 

 

Identifying Stakeholders 

We will discuss how to identify the stakeholders concerned about the enterprise. This will not only apply to the stakeholders 

associated with the beehive, but will extend to a discussion of a project you are working on to help you identify the stakeholders 

of another type of enterprise or project. This allows you to immediately apply the lessons learned about stakeholders to your own 
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project, regardless of the nature of your endeavor. 

 

Leadership & Staff 

The workshop will then continue to explore the concept of leadership and how that impacts the beehive environment. We will 

discuss the role of the queen bee, the drones, worker bees, guard bees, even the bees that go out on exploratory missions to find 

a new location if the bees must relocate! In other words, the beehive has both leadership and staff – just like any well run 

organization. This discussion will then allow you to explore how leadership impacts your own enterprise or project. 

 

Supply Chain Management 

For a discussion on any successful enterprise, we must consider the raw materials necessary to accomplish the goals. Therefore, 

we will then discuss supply chain management; what are our resource needs, where will the bees obtain the raw materials 

necessary to accomplish their goals (e.g. making wax, propolis and honey while caring for the nursery of baby bees under their 

charge). This then allows us to consider what resources and materials you need for your endeavor; where will you source them, 

what are the costs, how much inventory can you carry and other considerations that relate to your project. One good example is 

thinking about the bees amassing enough honey stores (this is their food source, after all) to survive a freezing winter in New 

England – will they have the raw materials necessary to make enough stores for the winter AND do they have a stockroom large 

enough to hold it all? You will have the same considerations in any enterprise. 

 

Contingency Planning 

Contingency planning become a crucial consideration for the beehive. If you are going to promise over 40,000 creatures that you 

will provide a “home” for them, then you must also consider how you will help them survive in the case of a “disaster.” While a 

few days of dry weather might not pose a huge threat, a summer drought could leave the bees parched and dying; thus, you need 

to assure a safe water supply. Lack of pollen and nectar in the early spring when the weather is still chilly could mean you have 

to provide supplement food for the bees (YES! You have to feed bees if you are going to keep them in a hive!). Contingency 

planning in ANY business is always a smart idea. Using examples from the beekeeping world, we can think about what kind of 

contingency plans you have developed for your endeavor or enterprise. For example, where do you have backup computer files 

of critical documents and software? Questions like this will be explored and explained. 

 

Risk Analysis 

Any business or enterprise would be wise to incorporate risk analysis into sound leadership and good management. Risk analysis 

in the world of beekeeping involves considerations like location of the hive, local rules, regulations and laws, weather patterns, 

having more knowledgeable mentors available, to name a few. We will explore what risk analysis is and why it is a smart 

consideration for your endeavor or enterprise, once again, to immediately apply theory into practice and help you utilize the 

concepts we are discussing. 

 

Resource Capability & Theory of Constraints 

Believe it or not, bees are supposed to swarm! Yes, it is true! But, you should also know, if you happen to observe a swarm of 

honey bees please know that they are only trying to get to their new home; swarming honey bees are not very interested in 

stinging people. But, all this should have you thinking: “Why do bees swarm?” This answer is quite simple: Resource capability. 

Typically, bees swarm for the same reason we move an organization or family into a bigger space – the bees ran out of room. 

When a bee hive is healthy, the queen can lay hundreds of eggs in a day and they hatch in about 21 days. The bee family can 

grow rather quickly and soon run out of space.  (A beekeeper has to practice good hive management to avoid having the bees 

swarm on their own otherwise you have very frustrated neighbors.) The beekeeper can “split” the hive and move half the bees 

into a second hive along with a new queen, much in the way that an organization can move to a larger space or open a second 

location. We will use the example of the bees to discuss resource capability (just how large can we grow, how much can we 

produce in a given time period or how many services can we offer given our staff capability) along with theory of constrains 

(how will we move beyond a bottleneck in our organization and continue to thrive). 

 

Monitoring & Controlling 

Any good manager must monitor and control the resources available to assure ongoing success. The queen bee and her worker 

bees are constantly assessing their space to assure that they can continue to produce brood (baby bees), grow the family larger 

and stronger, produce and store enough pollen and honey for food and survive in times of drought, rain or cold. All this is 

accomplished with growth and survival as their key considerations. Bees make honey because it is their food; any honey that 

people harvest MUST be in addition to the honey the bees require for their own sustenance. To assure the health of the queen 

and the hive, the bees, for example, monitor and control the temperature inside the hive. If the weather is cold and the hive 

temperature drops below 95 degree Fahrenheit, the bees will congregate close together to create warmth; they will amass 

themselves around the queen to assure her warmth and safety. If the hive becomes too hot (above 95 degrees Fahrenheit) the bees 

will spread out and fan the hive. If you see many bees collecting on the outside of the hive, this is “bearding” and they are simply 
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cooling off. (You do the same thing when you cook or grill; you monitor the temperature and you control it by making adjustments 

or moving the food to a different location in the pan or over the fire.) 

 

While the bees are monitoring and controlling their own environment, so too must the beekeeper perform the monitoring and 

controlling function. The beekeeper can monitor the hive to see if space is running low (the frames of honeycomb are all filled 

with honey and baby bees – there is no room left for growth) so the beekeeper can “split” a hive and create a new hive to prevent 

the bees from swarming. This is not cruel – it is crucial for the ongoing success of the hive. A swarming hive may not successfully 

re-hive on their own and could die. By assuring good hive management with proper monitoring and controlling functions in 

place, you are assisting the bees in the future success. These same concepts are critical to any business endeavor or enterprise 

where you must identify your limits and decide how you will either slow down the pace or find a way to blossom and grow the 

business. 

 

Deliverables & Distribution 

Finally, one must consider the deliverables or goals of the enterprise. In the case of the backyard beekeeper, one is hoping for 

honey in excess of that required by the bees for their survival. This is the honey that the beekeeper can harvest and give away or 

sell. There are other deliverables as well; propolis (a very sticky substance the bees make to seal all the tiny cracks in the hive) 

and wax (honeycomb). Once the deliverables are determined one must then decide how distribution will take place. When one 

can harvest honey, it seems distribution is the easiest step; friends, family and colleagues come running for the golden sweet 

prize! What are the deliverables in your endeavor or enterprise? We will discuss how you will ensure they your deliverables are 

well defined, clear and able to be distributed.  

 

2 CONCLUSION 

The backyard beekeeper has a hobby that is a mini-ecosystem; an extraordinary family of bees that are self-monitoring and able 

to produce exquisite honey in an entirely pitch black environment. Yet, they are capable of manufacturing honey comb with 

precise measurements, doing waggle dances to show each other a map of the best location for collecting pollen and nectar and 

even finding a new home and all swarming together when space has become a constraint and they need to flourish and grow. 

There are many lessons one can learn from observing a healthy beehive, lessons that can be applied to any endeavor or enterprise. 

It is the hope of this author that you enjoyed learning lessons from the honey bees and will carry those lessons into your work. 

And please remember – protect the bees; they provide pollination that we cannot accomplish without them! 
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ABSTRACT  

In 2011, Boeing decided to modify the existing 737 airframe by adding new engines to the resulting 737 Max.  This decision to 

retrofit the existing airframe rather than launch a new airplane turned out to be a terrible business decision, not to mention the 

cost in human lives.  However, in his 2011 letter to shareholders, Boeing CEO Jim McNerney hailed that the decision will “reduce 

our business risk substantially for the next decade.” The CEO also convinced his compensation committee to factor “risk 

reduction” into its measure of economic profit and company performance score. Consequently, CEO pay rose from less than $20 

million in the two years preceding 2011, to over $26 million in the three years after 2011.  Coincidentally, the CEO was a long-

term veteran of General Electric, as were two of the four members of the compensation committee.  This case study illustrates 

that management can capture the compensation committee and put into place compensation incentives that can harm the company 

in the long-run.   

Keywords  

Boeing 737 Max, incentive pay, compensation committee, non-GAAP performance measures, MCAS 

“With development costs and risks far below an all-new airplane, the 737 MAX will provide customers the capabilities they 

want, at a price they are willing to pay, on a shorter, more certain timeline. This approach is an all-around winner for Boeing, 

too. We maintain our qualitative advantage over competitors in the segment, we free up resources to invest in other growth 

projects, and we reduce our business risk substantially for the next decade. 

-- Boeing CEO James McNerney, 2011 annual report 

 

“Economic profit for 2011 was $1.932 billion versus a target of $1.252 billion. This above target performance resulted in a 

Company performance score of 1.6 … The above-target performance scores were primarily due to strong integrated performance 

across the Company, including better than-expected mitigation of risks. 

-- 2011 Annual Incentive Assessment, 2012 Proxy Statement 

 

“We at Boeing are sorry for the lives lost in the recent 737 MAX accidents. These tragedies continue to weigh heavily on our 

hearts and minds, and we extend our sympathies to the loved ones of the passengers and crew on board Lion Air Flight 610 and 

Ethiopian Airlines Flight 302… it's apparent that in both flights the Maneuvering Characteristics Augmentation System, known 

as MCAS, activated in response to erroneous angle of attack information… It's our responsibility to eliminate this risk. We own 

it and we know how to do it.” 

-- Boeing CEO Dennis Muilenburg (April 4, 2019) 

 

1  INTRODUCTION  

In November 2018 and March 2019 two brand-new Boeing 737 Max airplanes crashed.  In the ensuing investigations, blame was 

placed on a unique feature of the 737 Max.  The plane came equipped with a Maneuvering Characteristics Augmentation System 

(MCAS), which is neither fish nor foul.  It is neither fly-by-wire (autopilot) nor manual.  It is an autopilot feature that activates 

only when the plane is in manual flight mode. 

 

Why is the MCAS so sinister and what makes it different than an innocent design flaw?  The answer lies in the fact that (1) the 

MCAS was implemented to cover up a more basic physical design flaw in the airplane, (2) the physical design flaw was as result 

of a desire of top management to save billions of dollars on airplane development costs, (3) the MCAS features was hidden from 

pilots and even to some extent from the FAA, and (4) Boeing’s executive compensation policies incentivized (2) and (3) above. 

 

The business and reputational disaster (not to mention the cost in human lives) of the Boeing 737 Max is likely to go down as a 

pivotal event in US economic, political, and diplomatic history.  The 737 Max was developed at a shoe-string budget of $2.5 
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billion, and Boeing took short cuts which involved placing oversized engines on a 50-year old airframe.  In the words of Boeing 

CEO in 2011 annual report “With development costs and risks far below an all-new airplane, the 737 MAX will …  free up 

resources to invest in other growth projects, and we reduce our business risk substantially for the next decade.”  What Boeing 

envisioned in 2011 as an all-around winner with low business risks ended up a disastrous loser with incalculable business risks.   

 

2  BOEING’S ANNOUNCEMENT OF THE 737 MAX IN 2011 

In 2011 Boeing took the fateful decision to redesign the 737 as the737 Max instead of launching an all-new product to replace 

the 50-year old airframe.  Subsequent events showed that this fateful decision immensely raised Boeing’s business and 

reputational risk, but management indicated that it will “reduce our business risk substantially for the next decade.”  Management 

then used the purported reduction in business risk to convince Boeing’s compensation committee to upwardly adjust the measure 

of economic profit used for the compensation performance score.  In 2013, Boeing finalized engineering of the 737 Max ahead 

of schedule, for which the compensation committee used “product development” as a reason to again upwardly adjust the measure 

of economic profit and performance score.  Boeing CEO James McNerney pay jumped from an average of $19.6 million in the 

two years before launch the 737 Max in 2011, to an average of $26.5 million in the three years following the launch.  McNerney 

retired as CEO in 2016 and was succeeded by Dennis Muilenburg, who was left to deal with two deadly 737 Max crashes in 

2018 and 2019.  Our findings indicate that incentive compensation at industrial companies can have adverse long-term effects. 

 

3  BOEING’S EXECUTIVE COMPENSATION POLICIES IN THE YEARS SURROUNDING 2011 

When the 737 Max was launched in 2011, James McNerney had been the company’s CEO since 2005.  Before coming to Boeing, 

McNerney served as a top lieutenant for Jack Welch at GE, followed by a stint at the head of 3M.  We begin our analysis two 

years before the launch year of the 737 Max and end it three years after the launch, when McNerney retired from both the 

company and its board of directors.  Figure 1 illustrates that in the four years before the 737 Max was launched in 2011, the CEO 

received average pay of $19.3 million.  This jumped to $23 million in the year of launch.  Then for the following three years, his 

pay averaged $26.6 million.   

               Figure 1. Boeing CEO James McNerney Total Pay in millions in years (2007-2014)  before and after 737 Max launch 

 
 

In its proxy reports, Boeing describes its compensation policies in a section called “Executive Compensation – Compensation 

Discussion and Analysis”.  The section includes “Performance Highlights” to justify the compensation paid.  These performance 

highlights include standard financial accounting metrics such as revenues, operating cash flows, order backlog, and earnings per 

share.  However, the ultimate determinant of CEO pay is a “company performance score” which is calculated based on 

“economic” profit.  A company performance score above 1.0 indicates that Boeing exceeded its economic profit goals for the 

year.  Boeing defines economic profit as “after-tax profit net of a capital charge”.  As we will see, the economic profit measure 

motivated management to under-invest in 737 Max program.  Table 1 lists information from proxy statements 2008-2015.  Proxy 

statement 2008 was the first year that included detailed company performance highlights.  It is implied that these highlights are 

included in the calculation of company performance score.  In 2009, two years before the launch of the 737 Max program the 

company performance score of 0.7 or 30% below the benchmark.  However, in all subsequent years CPS was above the 

benchmark peaking at 1.6 to 1.7 during the years 2011-2013.  The company performance score is based on an internal Boeing 

measure of economic profit, adjusted for benchmarks.   
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TABLE 1 

 CEO Compensation, Objective Financial Performance, and Compensation Committee Performance Score, 2007-

2014, from Proxy Statements.  Highlighted year 2011 is when Boeing announced the 737 Max. 

 

Calendar Year 2007 2008 2009 2010 2011 2012 2013 2014 

CEO pay, millions 19.0 19.0 19.4 19.7 23.0 27.5 23.3 28.9 

Objective Financial Performance Measures      

Revenues, billion 66 61 68 64 69 82 87 91 

Backlog, billions 327 352 316 321 356 390 441 502 

Earnings per share 5.28 3.67 1.84 4.46 5.34 5.11 5.96 7.38 

Compensation Committee Performance Score 

Percent of target met 150 60 70 140 160 160 170 130 

  
The company performance highlights reveal a large jump in revenues following 2011, from $69 billion to $91 billion in 2014.  

The results were driven by the all-new Boeing 787, whose deliveries jumped from three in 2011; to 46 in 2012 (2012 annual 

report, p.26).  As table 2 shows the entire increase in the order backlog was driven by 737 Max orders, which were the only 

commercial airplane to grow its backlog.  The backlog grew nearly doubled to 4,300 units in three years, more than offsetting 

declines across the other commercial airplane programs. 
 

TABLE 2 

Change in Backlog, 2011-2014. Source: 2011 and 2014 annual reports.  

 In units, by model  In billions $  
737 

(includes Max) 

747 767 777 777X 787  Commercial  

Airplane 

Total (includes  

Space and Defense) 

2014 4,299 36 47 278 286 843  440 502 

2013 3,680 55 49 314 66 916  373 441 

2012 3,074 67 68 365 - 799  317 390 

2011 2,365 97 72 380 - 857  293 356 

Change  2011-2014 82% -63% -35% -27% NA -2%  50% 41% 

  
According to Boeing’s CEO in 2011 conference call, the cost savings of modifying the 737 versus launching a new airplane were 

considerable.  Just the research and development cost savings associated with the engines were 85 to 90 percent as compared 

with a new airplane, which was estimated to cost $11 billion.  According to this analysis Boeing saved nearly $10 billion by 

avoiding a new design.  (Flight Global, 2002).   
 

According to Boeing’s internal analysis, the shoestring budget represented a reduction in business risk.  Accordingly, even before 

earning a penny or making a single sale of a 737 Max, the company allegedly reduced its risk profile.  This had the effect of 

increasing actual economic performance relative to its goal.  This had the effect of dramatically increasing the company’s 

performance score for the year. 

 

Figure 2. 2012 Proxy Statement on Key Drivers of 2011 Company Performance Score 

 
 

Boeing spells out the key drivers of actual performance.  The company’s revenues, operating cash flows were roughly the same 

as the previous two-year average.  However, Boeing believed that the company had better-than-expected mitigation of risks.  

The correlations coefficients between CEO pay, company performance score, economic profit, revenues, operating cash flows, 

backlog and EPS are presented in table 3.  Our interest is on what drives CEO pay, the performance score, and economic profit.  

Surprisingly, economic profit is not positively correlated with the CPS, even though its sole purpose is to calculate the CPS.  The 

explanation lies in the fact that CPS measures economic profit relative to target.  
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TABLE 3 

Correlation matrix: Company Performance and CEO Pay, 2007-2014 

 CPS EP 

EP- 

Target Rev. 

Cash 

Flow 

Back- 

Log EPS 

CEO 

Pay 

Company Performance Score 1.00        

Economic Profit (0.22) 1.00       

EP minus target 0.94 0.06 1.00      

Revenues 0.48 0.10 0.42 1.00     

Operating cash flow 0.58 0.28 0.72 0.69 1.00    

Backlog  0.32 0.31 0.29 0.91 0.47 1.00   

Earnings per share 0.69 0.29 0.72 0.69 0.53 0.79 1.00  

CEO pay 0.46 (0.11) 0.36 0.87 0.49 0.83 0.70 1.00 
  

4  THE CEO AND THE COMPENSATION COMMITTEE 

CEO James McNerney 

To appreciate the closeness between McNerney and the compensation committee it is instructive to review his biography as 

described in Boeing’s 2012 proxy statement: “Beginning in 1982, he served in management positions at General Electric 

Company, his most recent being President and Chief Executive Officer of GE Aircraft Engines from 1997 to 2000.” 

 

After leaving GE, McNerney served as CEO of Minneapolis-based 3M from 2001 to 2005.  Concurrently, he also joined Boeing’s 

board in 2001.  In a somewhat unusual move, McNerney became the CEO of the company on which he served as an outside 

director, at which time he left 3M in July 2005.  Boeing’s proxy statement discloses that McNerney served on the boards of IBM 

and P&G.  It does not disclose that he also serves on those boards’ compensation committees (in the case of P&G as chair of 

committee).  This experience on compensation committees will have helped McNerney in influencing the Boeing compensation 

committee. 

Figure 3. Boeing CEO and the 2011 Compensation Committee: General Electric and McDonnell Douglas alumni 

CEO James McNerney 

          General Electric executive 1982-2000 

          Boeing board member since 2000-2016 

          Boeing CEO from 2005-2016 

2011 Compensation Committee 

     John McDonnell and Kenneth Duberstein - McDonnell Douglas alumni 

          McDonnell Douglas board members until 1997 

          Boeing board members since 1997 

          Boeing compensation committee members since 1999 

     Mike Zafirovsky and David Calhoun (lead director as of 2019) - General Electric alumni 

          General Electric executives – Zafirovsky 1978-2000; Calhoun 1981-2006 

          Boeing board members - Zafirovsky since 2004; Calhoun since 2009 

          Boeing compensation committee members – Zafirovsky since 2009; Calhoun since 2011  
 

The Compensation Committee 

Boeing’s compensation committee in 2011 can be described as a “good old boy” network.  Actually, the 4-member committee 

consisted of two networks: two long-term members which were holdovers from Boeing’s acquisition of McDonnell Douglas in 

1997 and two new members who were McNerney’s close associates from General Electric. 

 

GE alumnus Mike Zafirovsky 

McNerney may have been the first GE alumnus on Boeing’s board, but he was not the last.  In 2004, he was joined by Mike S. 

Zafirovsky, a former lieutenant at GE.  Having a close ally on the board could have helped McNerney get appointed as CEO in 

2005.  According to Boeing 2012 proxy statement:  “Mr. Zafirovski spent nearly 25 years with General Electric Company, where 

he served in management positions, including 13 years as President and Chief Executive Officer of five businesses in the 

consumer, industrial and financial services arenas, his most recent being President and Chief Executive Officer of GE Lighting 

from July 1999 to May 2000.” 

 

GE alumnus David Calhoun 

In 2009, after McNerney has been serving as a board member for nine years and as CEO for four years, he was joined by yet 
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another former colleague from GE.  According to Boeing’s 2012 proxy “Mr. Calhoun served as Vice Chairman of General 

Electric Company and President and Chief Executive Officer of GE Infrastructure. Before that, Mr. Calhoun served as President 

and Chief Executive Officer of GE Transportation; President and Chief Executive Officer of GE Aircraft Engines; President and 

Chief Executive Officer of Employers Reinsurance Corporation; President and Chief Executive Officer of GE Lighting; and 

President and Chief Executive Officer of GE Transportation Systems. 
 

It may be bad enough for a CEO to recruit two former colleagues as “independent” board members.  It is especially shocking 

that by 2011, the year of the 737 Max launch, both Zifarovsky and Calhoun were serving on the four-member compensation 

committee, whose main charge it was to determine what to pay McNerney. 
 

McDonnell Douglas alumni John McDonnell and Kenneth Duberstein 

In 1997, when Boeing bought McDonnell Douglas, several of the latter’s board members joined Boeing’s board.  Two of these 

veterans, John F. McDonnell and Kenneth M. Duberstein became long-serving members of Boeing compensation committee.  

Both Duberstein and McDonnell had served as chair of the committee, with McDonnell serving as chair until his retirement in 

2011. 
 

So the take-away is that two out of the four members of the committee were close professional colleagues of McNerney going 

back several decades and well before they went to work for Boeing or its board.  Until 2011, the non-GE alumni were colleagues 

whose relationships went back decades.  While they had no special relationship to McNerney, their close connection to each 

other raises questions on how willing they would be to questions each other’s professional judgement.   
 

A 2018 news account of Calhoun being honored at his alma mater notes the close relationship between McNerney and Calhoun:  

“James McNerney, a former chairman and CEO of Boeing who first met and worked closely with Calhoun at GE, has seen how 

much Calhoun values different perspectives. ‘He’s a very inclusive leader,’ McNerney said. ‘He’s a guy who involves everyone. 

He appreciates others’ perspectives more than his own in many cases and does a good job of synthesizing things.’ (Lovegrove, 

2018; emphasis added).”   

 

It is questionable whether these characteristics describe an ideal member of a compensation committee supervising a CEO that 

one has had a close working relationship with at a previous employer.  From McNerney’s perspective it may have been especially 

expedient to have a member of the compensation committee who “appreciates others’ perspectives more than his own.”  The 

same lack of independence applies to Zafirovsky, who also had a close relationship with McNerney, and in fact reported to the 

latter when they worked at GE (Lublin, 2007).   
 

5 SUMMARY 

One can only wonder if a more diverse committee, both in terms of personal relationships and backgrounds, would have been 

more aggressive in pushing back on the risk assumptions presented by the CEO.  Ironically, Boeing compensation committee 

did have a lone woman member, but she lasted for just one year in 2010, after which she served on other committees.  The tight-

knit, homogeneous committee in 2011 was not ideally constituted to challenge the CEO’s claims about the reduced risk of the 

737 Max.  In 2018 McNerney even praised committee member Calhoun “He appreciates others’ perspectives more than his own 

in many cases and does a good job of synthesizing things.”  Such qualities may be admirable in friends and peers, but they do 

not describe independent oversight.  Future research will tie the case to the literature on compensation, governance, and 

committee diversity (Bebchuk, et al, 2002; Bebchuk & Weissbach, 2010; Guest et al, 2019; Miller & Xu, 2019).  
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ABSTRACT  

For many college business students, the overarching goal of the financial manager to maximize shareholder wealth often seems 

directly at odds with issues discussed in the students’ business ethics courses.  Many Business School ethics courses use case 

studies to encourage class discussions of what can go wrong and to provide real life examples of what not to do once they enter 

the business world.  With, unfortunately, no shortage of examples at the ready, the volume of case studies discussed often serve 

as a road map of potential land mines to avoid that young workers can refer to as they enter the work force.  How well these 

often-required ethics courses help to clarify this dilemma is up for debate.  In fact, according to some researchers, the traditional 

way of integrating ethics education into required functional courses actually results in a decline in moral reasoning (Finkelstein, 

2007).  This paper will look at service learning in business education and propose a list of best practices to follow when 

incorporating service learning in a business curriculum that, when combined with traditional ethics courses, will help develop 

better business leaders. 

Keywords 

Service Learning, Business Education, Faith-based Schools 

1  INTRODUCTION  

Definition 

Service Learning has been defined in many ways.  It is a hands-on, community activity, touching on social responsibility, while 

reinforcing academic concepts (Steiner, Watson, 2006).  Community service learning has been defined as a "course-based, credit-

bearing educational experience that allows students to (a) participate in an organized service activity that meets identified 

community needs and (b) reflect on the service activity in such a way as to gain further understanding of course content, a broader 

appreciation of the discipline, and an enhanced sense of civic responsibility" (Bringle, Hatcher, 1995, p. 112).   

 

In the spring of 2018, U.S. News and World Report put together a list of Colleges and Universities that have committed programs 

dedicated to service learning.  The report defines service learning as “volunteering in the community is an instructional strategy 

– and a requirement of a student's coursework. The service relates to what happens in class, and in turn, the coursework plays off 

of the volunteering.” (Service Learning, n.d.).   Each of the various definitions focuses on working with the community to enhance 

the academic concepts learned during the student’s course of study.   

 

History 

The idea of service learning can be traced back to education roots in both the religious and secular sects.  John Dewey, the noted 

educational reformer, believed that education in isolation was not beneficial and that education and the community should work 

closely together (Dewey, 1938). According to the work of Pacho, Dewey “believed students would become well-rounded, 

productive members of society through their natural inquisitiveness and experimentation through interaction with the world. 

Modern curricula should, therefore, incorporate learning by doing and relate teaching to everyday life so that learning becomes 

immediately relevant to students.” (Pacho, 2015). Pacho’s analysis constructs the belief that Dewey’s teaching would naturally 

lead to the increased emphasis on service learning that we are seeing today.   

 

Faith-Based Institutions 

Of the top schools listed in the aforementioned U.S. News and World Report rankings, nearly 30% are religious-based.  The 

majority of these are Catholic, and more specifically, Jesuit institutions.  It is no surprise as that Jesuit schools have been at the 

forefront of service-learning initiatives.  The 16th century roots of Jesuit education center on the concepts of Cura Personalis, or 
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care for the whole person, and of being a Woman or Man for Others which, together, necessitate practicing a life of service.  

Other Catholic institutions have similar missions dedicated to community service that are inherent in the charism of their 

respective religious orders.   

  

2  BUSINESS EDUCATION 

Current criticisms of business schools have ranged from the need to adjust curriculum to the outright elimination of the 

specialized schools altogether.  Martin Parker, a long time business schoolteacher, sees the inherent drive for profitability that is 

taught in every business course as arguably the cause of producing graduates at the core of many of the recent financial crises.  

However, the attempts to incorporate coursework addressing ethics and community responsibility are problematic because, 

according to Parker, “If we teach that there is nothing else below the bottom line, then ideas about sustainability, diversity, 

responsibility and so on become mere decoration.” (Parker, 2018)   

 

With service-learning, a more hands-on approach for the student combined with closer contact with real business leaders in their 

work environment may address these concerns.  According to the work of Black, service learning in a business curriculum 

“expands the knowledge base of the business student not only through academic rigor, but also through professional, moral and 

social development” (Black, 2002). 

 

3 EXAMPLES OF SERVICE LEARNING  

In recent years, service learning or civic engagement programs have become widespread in higher education, both as 

extracurricular, volunteer activities and as curriculum requirements.  At California State University at Los Angeles, required 

courses that are a combination of workshops, service learning, and problem-solving assignments are designed “to provide an 

outlet for sharing the methodologies and pedagogical approaches that lead to effective community-identified outcomes” (New, 

2016).  Vanderbilt University uses the term Community Engagement when addressing service learning, stating that the practice 

combines “learning goals and community service in ways that can enhance both student growth and the common good.” (Bandy, 

2019).   

 

Seattle University, a Jesuit institution, uses service learning as a way to empower leaders for a just and humane world.  The 

Critical Service Learning Approach at the university seeks to engage student and community leaders who will positively 

transform both the university and the community (Critical Service Learning Approach, n.d). 

 

Mount Saint Mary College recently announced a new initiative to incorporate service-learning programs into all academic 

disciplines.  According to President Jason Adsit, the College’s goal is to become “the most community service-oriented college 

in the United States,” noting that “Service Matters” is and always has been a core concept of the Dominican school.  (MSMC, 

2019).   

 

4  SERVICE LEARNING IN THE BUSINESS CURRICULUM 

Based on the examples of current practices and personal experiences, the focus of developing a meaningful service-learning 

experience in a business curriculum should consider the following practices:  

 

Choose a Correct Business Partner 

The most important aspect of a successful service learning program is choosing a business partner that shares the same values as 

the college and its students.  A non-profit organization or a local business in need of assistance and willing to work with students 

are examples of a business partner in a service learning program that can provide opportunities of which the results can provide 

benefits for both the students and the business.  However, it is essential that the mission of the organization is not in conflict with 

that of the college or university.   

 

Keep in Close Communication 

The business partner must remain in close contact with the service learning group.  While the importance of everyone’s time 

must be respected, several opportunities throughout the course for feedback and reflection will ensure the business partner has 

the greatest opportunity to receive a worthwhile product at the conclusion of the course.  From the student’s perspective, a group 

that receives a task early on and simply delivers a final result at the end of the course with little to no interaction with the business 

partner will benefit no more than if, instead, they were to simply work in isolation on a textbook case study for the duration of 

the course. 

 

Outline Defined Task(s) and Timetable 

Like any college-level course, an outline of the expectations and deadlines should be agreed to beforehand by both the students 

and the business partner.  The integration of the tasks with ongoing or past academic topics, as well as scheduled time for review 

and reflection must also be agreed upon. 
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Remain Flexible 

While a defined task and timetable provide the initial structure for all members of the service-learning team, the ability to remain 

flexible to agreed changes is paramount to success.  Flexibility, combined with regular communication between the students and 

the business partner, fosters an atmosphere similar to what students might experience working for a start-up company.  In this 

environment, rapidly changing priorities and limited resources demand both a creativity and a practical, hands-on utilization of 

the theoretical skills the students learned in class. In addition, working closely with the business partner can present the students 

with an up close view of the day-to-day ethical challenges that business leaders face.     

 

5  CONCLUSION 

With the rapid growth of service-learning across all college curriculum, the goal for all involved is to make sure there is a clear 

vision of what students will gain from their endeavors.  Business school administrators and professors must address the criticism 

that business ethics and corporate social responsibility are merely subjects used as window dressing in the marketing of the 

business school (Parker, 2018).  A well-planned service –learning program that has the ability to constantly reevaluate and refine 

both its process and the expectations of its participants will lead the way toward quelling those criticisms.   
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ABSTRACT 

My research explores the benefits of an integrating the economics, business and accounting curriculum beginning with the 

introductory classes. 
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1 INTRODUCTION  

An integrated curriculum fosters a deeper understanding of the concepts studied.  By integrating the material taught in sequential 

courses, students make a meaningful connection between their classes.Students are introduced to product costing and pricing in 

the introductory economics and business classes, and follow through on these concepts and techniques in managerial and cost 

accounting classes. 

 

In "Principles of Microeconomics" the students compare accounting profit with economic profit. They are introduced to product 

pricing by learning about the industry structure. In “Introduction to Business,”the students prepare a business 

plan for a new product sold  by a merchandising company. They determine the cost and the selling price of their product 

by answering a series of questions and then prepare a   multiyear financial projection for their product. These concepts are 

expanded in “Managerial Accounting” and “Cost Accounting,” where the students learn how to cost and price products for 

manufacturing companies. 

 

Students in “Managerial Accounting” are given a practical example to learn the basic concepts of direct costs, indirect costs, 

fixed costs, and variable costs. They use financial ratios to determine the sales to break even and how to obtain the target operating 

profit. They use a case study that incorporates concepts studied in the "Introduction to Business" and "Principles of 

Microeconomics” courses and carry them forward  to 'Managerial and Cost Accounting" thereby creating a common thread. 

 

2 CASE STUDY 

We plan to use the same a case in the Managerial accounting and Cost Accounting courses when covering pricing and cost 

management decisions. The case involves a newly- formed bakery that specializes in black cakes. The students are given the 

start-up costs and the components of the product costs. In the Managerial accounting class, the students will analyze the data and 

prepare the Statement of Cost of Goods Manufactured and Income Statement. The students will use the financial statements to 

determine the sales needed to attain the operating profit desired for the company. After compiling the numbers, the class will 

discuss the accounting results. The class will evaluate ways to increase profitability and assess the risk of the new venture. In the 

Cost Accounting class will continue to use the same case study and apply different methods to evaluate pricing decisions and 

cost management The students will determine if a market-based or cost-based approach is the more appropriate method for 

pricing the cakes. The students will also benchmark the price of the cakes with local and online bakeries to determine the market 

price. They will then explore other methods to achieve target operating profit other adjusting the selling price. 

 

3 REFERENCES 
TEACHING CASES: ” K&J Bakery Inc. A Simplified Management Accounting Course”, Raymond Elson , Stephen M. Rice, 

and Tracey McGregor (Valdosta State University), Accounting Instructor’s Report, Belverd E Needles, Jr., Editor, Winter 2012 

AIR Newsletter. 
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ABSTRACT 

Social media is increasingly prevalent in the United States, with an industry annualized growth rate of 14.9% and over two billion 

social media accounts. As social media usage increases, social media addiction has been an increasingly common problem (Li et 

al., 2015), affecting 43% of users (Burns, 2017) and leading to depression and anxiety, poorer health and sleep quality, and lower 

academic achievement (Rozgonjuk, 92). This paper aims to investigate the behavior linked to social media addiction, the impact, 

and possible treatment. There is increasing recognition of behavioral addictions in the literature, such as social media addiction, 

gambling, and video game addiction. The authors posit that, unlike other addictive behaviors, social media addicts cannot be 

treated with a complete removal of the stimulus. Social media is an integral part of society today, and many addicts must continue 

to engage in social media in their professional lives. The key to treating this addiction may be found in the compulsive eating 

literature, another substance that cannot be given up completely. Through similar treatment methods, including cognitive-

behavior therapy, interpersonal therapy, and dialectical therapy, social media addicts can mitigate social media use, increase 

productivity, and maintain healthier relationships. 

Keywords 

Social media, social media addiction, consumer behavior, food addiction, and behavioral addiction 

1. INTRODUCTION 

The socio-cultural trend of social media usage is widespread throughout the world and is considered a global consumer 

phenomenon, as billions of consumers connect with one another over social networking platforms.  Social media has become 

prevalent within almost all sectors of life, as consumers use it for not only recreational but also professional reasons. However, 

while social media allows consumers to connect like never before and has become an integral part of society, it does pose some 

serious threats to the general public. Social media addiction has become a widespread topic within the United States, much like 

other behavioral addictions. This paper aims to investigate the behavior linked with social media addiction, the impact the 

addiction is having on the general public, and the different options for treatment. After defining terms, the authors present a 

review of the literature of addiction, social media addiction treatment, and compulsive eating treatment. Finally, the authors offer 

suggestions for the treatment of social media addiction and for future research. 

2. LITERATURE REVIEW 

Social Media Industry 

The social media industry can be divided into three categories: casual social networks, professional social networks, and other 

social networks. The U.S. Social Media Market has exhibited high financial gain and strong growth, generating $10.9 billion in 

profit in 2018, and it is expected to grow by a 14.9% annualized growth rate over the next five years (Hoffman, 2018).  This 

industry growth and financial performance is driven by the 2.04 billion social media users within the United States (Shum, 2018) 

who spend an average of 2 hours and 22 minutes per day on social media (Salim, 2019). Casual social media platforms are the 

most popular social media platform in the U.S., as they account for 95.7% of monthly active social media users, followed by 

professional networks (2.3%), and other social media networks (2.0%) (Hoffman, 2018). 
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The fastest growing social media platform, according to year-over-year monthly active user growth, is LinkedIn. From 2017 to 

2018, LinkedIn’s monthly active users grew from 106 million to 206 million, which represents a 145.28% increase (Which Is 

The Fastest Growing Social Media Network?, 2019). This is due to the fact that many jobs require the use of LinkedIn in order 

to attract new talent and reach a larger audience such as recruitment firms, marketing/advertising agencies or intermediary 

companies which connect employees with various employment opportunities making its use almost inevitable for anyone in the 

professional job market. College students in particular are strongly encouraged by career centers at their schools to create 

LinkedIn accounts and are very dependent on the website for professional networking.   

Addiction  

Addiction can be defined as “the inability to consistently abstain, impairment in behavioral control, craving, diminished 

recognition of significant problems with one’s behaviors and interpersonal relationships, and a dysfunctional emotional response” 

(American Society of Addiction Medicine, 2011). In other terms, addiction manifests as a difficulty to both recognize personal 

behavioral issues and regulate them, as well as the development of abnormal emotional reactions and a struggle to maintain 

relationships with others. Griffiths (2013) defines addiction as any behavior that includes the six components of salience, mood 

modification, withdrawal symptoms, tolerance, conflict, and relapse. Finally, Widyanto and McMurran (2004) define addiction 

as a “dependence on any substance or activity,” and it leads to overindulgence, tolerance, withdrawal, craving, and loss of control. 

In the context of consumer behavior, addiction is “a physiological or psychological dependency on products or services” 

(Solomon, 2017). Some of the most common addictions in U.S. society are alcoholism, illicit drug use, gambling, and smoking. 

Social Media Addiction is a dependency, or “compulsive and excessive use,” of social networking platforms, despite the often 

detrimental effects on users’ productivity and relationships (Social Media Addiction, 2019). Social media addiction can bring 

about signs of withdrawal if the person is unable to disconnect (Solomon, 2017). 

Scope of Behavior 

The behaviors attributed to general addiction include mood modification, salience, tolerance, withdrawal symptoms, conflict, 

and relapse (Kuss & Griffiths, 2011). All of these factors are present when looking at consumer usage of social media. As stated 

by Kuss and Griffiths, social media can positively influence mood, cause behavioral preoccupation, build user tolerance as they 

spend more time on social media sites, create interpersonal conflict, and result in relapse (Kuss & Griffiths, 2011). Studies have 

shown that individuals who exhibit extroversion, “fear of missing out” (FOMO) behavior, and neuroticism are prone to social 

media addiction (Kuss & Griffiths, 2011).  These factors are reliable predictors of a consumer’s susceptibility to social media 

addiction. 

As consumers become more aware of social media’s prevalence within their daily lives, they have also become aware of increased 

screen time. (Salim, 2019).  Screen time, the time a user spends on certain desktop or mobile applications, has become a concern 

of many consumers. Salim notes a correlation between consumer recognition of the concept and decreased social media usage in 

many countries. The concern of becoming addicted as a result of increased screen time has led many users to be more conscious 

of their use of different social media applications. Consequently, “drawbacks of being too active on social media” have drawn 

more attention to the issue (Salim, 2019). 

Learning to be Addicted 

According to different behavioral learning theories, instrumental and cognitive learning may explain what is happening at each 

stage of social media addiction. Generally speaking, instrumental conditioning occurs as the person learns to perform behaviors 

that produce positive outcomes and avoid those that result in negative outcomes. On the other hand, cognitive learning can be 

described as a form of learning that results from mental processes, such as observation. The two forms of learning tie back to 

social media addiction in different forms, namely instrumental conditioning and FOMO, in the ways described below. 

Beginning with instrumental conditioning, it has been demonstrated that people use social networking sites as an escape from 

reality when they are going through difficult times. Turel and Serenko (2012) explain that social networking site (SNS) addiction 

can be explained by three models: the cognitive-behavioral model, which contends that addiction arises from environmental 

factors; the social skill model, which believes addiction arises as a result of the lack of self-presentational or face-to-face skills; 

and the socio-cognitive model, which emphasizes the combination of expecting positive outcomes, internet self-efficacy, and the 

lack of self-regulation. As such, according to Xu and Tan (2012), social media users resort to social media as a means of relieving 

stress or loneliness, thereby increasing dependency and resulting in addiction. For social media users, “mood regulation using 

SNS may be high during very emotional periods in one's life and fluctuate back to normal levels afterwards” (Osatuyi & Ofir, 

95), making it a classic example of instrumental conditioning. 

The idea of FOMO or “fear of missing out,” explains much of the cognitive behavior aspect of social media addiction, as users 

observe others displaying their seemingly enjoyable experiences on social media. “Fear of missing out had both a direct effect 

and an indirect effect, mediated by positive metacognition on social media problematic SNSs use” (Cesale, 2018, 83). Also 
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referred to as “the fear of being negatively evaluated”. Most people do not want to be perceived as uncooperative or out of touch 

when not participating in an activity being done by the majority, consequently indulging in the use of social media to merge with 

the crowd (Cesale 2018). Hereby, both the theory of perception and the theory of cognitive learning are represented. 

Furthermore, the impact social media addiction has on consumers is very closely related to that which substance related addicts 

experience. For example, in high schools and other fields of education “certain categories of social media use have been shown 

to be associated with reduced academic performance” (Hou et al., 2019). More specifically, a study done by Junco (2012) 

indicated that “ the time students spent on Facebook was negatively associated with their total GPAs”, and “multi-tasking via 

texting, email, MSN, and Facebook had negative effects on real-time learning performance” (Wood et al. 2011). Therefore, this 

evidence suggests that social media use in itself can be detrimental to students who do not have the ability to restrain themselves 

from using it especially when it clearly results in poor performance.  

Not only that but social media addiction can have adverse effects on a consumer, as they may experience symptoms related to 

behavioral addictions (Kuss and Griffiths, 2017; Sharkey, 2019). Widyanto and McMurran (2004) describe how there is 

increasing awareness of behavioral addictions, i.e. gambling and the use of certain machines, which has resulted in psychological 

as opposed to physiological explanation. Some psychologists urge health specialists to find a definitive classification for people 

who exhibit signs of social media addiction (Sharkey 2019).  It is the difficulty of diagnosing social media addiction which 

presents a challenge in measuring social media addiction, particularly how many people are addicted. (Sharkey 2019). 

What Are the Signs? 

A Yahoo small business post (Addiction, 2019) summarizes the query. It gives 30 definitive signs as to whether one is addicted 

to social media. From constantly checking the phone for notifications to feeling uncomfortable when internet access affects your 

social media usage, Jacky Tan claims that there are signs which prove that a person is addicted to social media without a doubt. 

He goes on to say that if one starts to think everyone who does not use social media is an “alien” because they cannot identify to 

their world, this is a sign of addiction.  This and many others including mood swings when you have not used a social media 

website in a short amount of time are described as reasons as to why some people should be characterized as social media addicts. 

Other signs of general addiction could be, a consumer displaying mood modification, salience, tolerance, withdrawal symptoms, 

conflict, and relapse (Kuss & Griffiths, 2011). 

The social media industry in the U.S. can be divided into casual networks, professional networks, and other networks. The 

industry is expected to grow by a 14.9% annualized rate over the next five years. Further, average social media user spends 2 

hours and 22 minutes per day on social media (Hoffmann 2018). Perhaps most importantly, the literature reveals that the same 

symptoms of addiction that often exist in the case of substance addictions also exist for social media addiction. Kuss & Griffiths 

(2011), Griffiths (2013), and Widyanto and McMurran (2004) all describe similar symptoms of addiction, including, but not 

limited to, withdrawal, relapse, conflict, mood modification, and salience. Widyanto and McMurran (2004) define addiction as 

“dependence on any substance or activity.” Studies show that users often experience “fear of missing out” (Cesale, 2018), and 

the addictive nature of social media can be explained largely by both cognitive-behavioral and instrumental conditioning.  

3. WHAT WE DON’T KNOW CAN HURT US 

Studying social media addiction is vital for marketers to best understand how to target social media users. According to research 

experts, “the swell of social media prominence and its associated addictive qualities is an area of increased investigation from 

academic, corporate, and technological orientation” (Shmitt 2017). This is relevant in today’s age even more than it was before; 

as the use of social networking platforms increases, opportunity emerges for marketers. “This exchange of information continues 

to situate technology and the end user in an increasingly complex relationship, with addictive tendencies seemingly on the rise” 

(Shmitt,17). 

This study aims to discover the effects of social media on productivity, as well as why users become addicted. 

Although many corporations and institutions have enacted rules which forbid the use of social media at work or school, the most 

significant responsibility lies on an individual themselves. “Combating social media addiction often involves a digital detox, also 

called a disconnection or unplugging, where the user takes an extended or permanent break from a social media platform” (Burns, 

58).  This is not always easy for everyone because “unlike e-mail that offers an auto-reply vacation message, social media sites 

offer no such option. If a user wants to take a break and indicate that he or she is not checking social media, he or she has to be 

creative” (Burns 2017, 58). However, some people have tried to come up with solutions. 

“Digital detox camps such as Camp Grounded in Northern California give adults addicted to technology an opportunity to take 

a break from their screens” (Burns,2017 60). Many telephone companies releasing phones of recent have also added applications 

which let a user know how much time they are spending on an app which derails some from overuse. It is also encouraged that 

“the time away should be replaced with a focus on offline relationships and living their lives more fully. Instead of feeling 
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FOMO, those taking a break from digital devices can embrace JOMO, which is the “joy of missing out” and increased 

productivity in the process (Burns, 2017). 

After a thorough analysis of the current literature related to social media addiction within the U.S., there is evidently a significant 

gap related to how to properly treat social media addiction. In contrast to the clear physical signs of substance addiction, it is 

difficult to identify and treat social media addictions and other behavioral addictions, as they require psychological explanation. 

In addition, as social media is a cornerstone within many consumers’ daily lives, it is becoming increasingly more difficult to 

treat, as many consumers need to use social media for work- and professional-related purposes. Even beyond professional use, 

social media is an integral part of society, serving as a method of connection and communication between individuals, groups, 

organizations, etc. As such, it is unrealistic for addicted users to be expected to abstain from social media use as a result of 

treatment. Instead, treatment should correspond with mitigated social media use. The literature related to social media addiction 

does not propose viable, long-term treatment options for such a behavior that often cannot be entirely eliminated. 

Eating Disorders and Their Treatment 

Unlike substance addictions such as alcoholism and drug abuse, social media addiction is referred to as a “behavioral addiction” 

and thus requires a different method of treatment. The authors posit that treatment for social media addiction can be comparable 

to that of compulsive eating. According to Psychology Today, binge-eating disorder, or compulsive overeating, “reflects a pattern 

of recurrent episodes of gorging that involve a loss of control and cause an individual significant distress (“Binge-Eating 

Disorder,” 2019).  

Unlike many other addictive behaviors, the human body absolutely requires one to eat. While an alcoholic can live without 

alcohol, one cannot go without food. So, too, is the use of the internet in general, and social media, in particular, necessary for 

one’s employment. While choosing a career that minimizes use of social media may seem prudent, one cannot always predict 

the future need for social media in any career path. The authors posit the study of the treatment of binge-eating disorder with an 

eye toward applying the same treatments to social media addiction. 

Most commonly, binge-eating disorder is treated with group or interpersonal cognitive behavioral therapy with good results 

(Wilfley, Welch and Stein, 2002). Other treatment options include dialectical behavior therapy, gastric bypass surgery, exercise, 

and support groups (“Binge-Eating Disorder,” 2019). The authors suggest that social media addiction can be treated in the same 

respect. In particular, cognitive-behavioral therapy can be used to determine the source of the addiction and seek to understand 

why individuals resort to social media. Interpersonal therapy can focus on individuals’ relationships so that they need not to turn 

to social media for reward and fulfillment. Finally, dialectical behavior therapy and support groups can help addicted users 

control their emotions and appropriately deal with withdrawal symptoms. 

Study Proposition 

The authors propose a new study to determine the effectiveness of applying compulsive eating treatment methods to social media 

addiction. In such a study, participants will be divided into five groups. All groups will take an initial survey adapted from the 

Internet Addiction Test (IAT) from Widyanto and McMurran (2004) specific to social media rather than the general internet, 

with added questions pertaining to withdrawal symptoms. Thereafter, one group will undergo cognitive-behavioral therapy, one 

interpersonal therapy, and one dialectical therapy over the course of a six-month period. The fourth group will not undergo 

treatment methods of any kind. The fifth group will undergo all treatment methods. At the end of the six-month period, the same 

Internet Addiction Test will be administered to all participants, and the survey results for each group will be compared to the 

initial survey results from the beginning of the study. Thus, conclusions can be drawn about the effectiveness of applying the 

treatment methods of compulsive eating to social media addiction. If the post-treatment survey demonstrates statistically 

significant data with respect to the initial survey, the study can conclude that these treatment methods do have an impact on 

users’ extent of withdrawal symptoms and level of addiction to social media. 

Another approach would be to incorporate a Moderation Management program similar to that used with “problem drinkers” (as 

opposed to fully dependent drinkers) (Hester, Delaney and Campbell, 2011). Moderation Management is a structured, cognitive 

behavior program that is available for problem drinkers in a computer application. The same method may be used to mitigate the 

behaviors of those addicted social media. 

4 CONCLUSION 

This study has explored the prevalence and impact of social media addiction in a world where social media is an integral part of 

society. The social media industry is growing rapidly as individuals experience increased screen time and spend more time per 

day on social media applications. Unlike other addictions, social media addiction cannot be treated with abstinence or avoidance. 

The literature on social media addiction has not identified viable treatment options, particularly those appropriate to professionals 

who are required to work with social media day-in and day-out. As such, this paper recommends applying the treatment associated 

with compulsive eating to social media addiction. 
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ABSTRACT 

There is a narrow group of victims from fraud and white-collar crime that is often overlooked. These are the family members of 

the perpetrators of these types of crimes. The victims include spouses, children, siblings, and parents of the perpetrator. Family 

members are generally innocent victims. The research written on the family members, as victims, is less than on persons that 

have actual losses from these crimes possibly because people might not think or understand family members as victims. Yet this 

group meets the definition of a victim. Fraud Trauma Syndrome (FTS) are the psychological effects the victims experience as a 

result of the fraud scheme. The emotional and psychological distress symptoms among this group of family victims needs to be 

reviewed and explored.  
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1 INTRODUCTION 

No one needs a reminder that Bernard Madoff stole billions of dollars from individuals, businesses, and not-for-profit 

organizations. That scandal was one of the largest financial fraud cases in history. It has been over a decade since the Madoff 

scandal and there have been numerous white-collar crimes over that span.  

There is a wide range of white-collar crimes including embezzlement, corruption, false reporting, insurance fraud, computer & 

Internet fraud, forgery, and asset misappropriation to name a few. In a study conducted by the Association of Certified Fraud 

Examiners (ACFE), fraud in the United States cost organizations in excess of 7.1 billion dollars (ACFE, 2019). In the ACFE 

study, losses in the amount of $600,000 or less occurred in 66% of the cases in the study. The losses incurred can be quantified 

in fraud schemes and the victims who have incurred the losses can be identified. Yet very little continues to be written on the 

victims of white-collar crimes from the victim’s perspective including articles written on the emotional and psychological distress 

sustained by victims of fraud. 

2 PRIOR RESEARCH 

Most research has focused on the types of fraud the perpetrators have committed, the details of how frauds occurred to the 

victims, and the types of victims. Some research, pre-Madoff, focused on the victims. Moore & Mills (1990) research indicated 

that there were studies on victims of street crimes, but very little was known about the impact of white-collar crime on its victims. 

Ganzini, McFarland, and Bloom (1990) made comparisons, both similarities and differences, between victims of white-collar 

crimes and non-violent crimes. They indicated that mental health professionals described the emotion stress from victimization. 

In their study, the researchers interviewed victims of fraudulent financial schemes. Spalek (1999) explored the impact of financial 

crime by interviewing victims of the Maxwell scandal in which pension money was stolen from the victims. Their research 

indicated that Robert Maxwell’s victims experienced a psychological, emotional, physical, financial and behavioral impact as a 

result of this fraud. 

The literature previously written has included, on a limited basis, components about the psychological elements to victims who 

experience a direct financial loss from white-collar crimes. The Federal Bureau of Investigation defines white-collar crime as the 

“illegal act which are characterized by deceit, concealment, or violation of trust and which are not dependent upon the application 

or threat of physical force or violence. Individuals and organizations commit these acts to obtain money, property, or services; 

to avoid the payment or loss of money or services; or to secure personal or business advantage” (USDOJ, 2019). There are 
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substantial costs of being victimized by white-collar crimes including the financial loss and current and future psychological 

effects. 

Post-Madoff research included one of the largest studies of fraud victims from England Wales that explored the impact of fraud 

on victims. This included data relating to the “impact of fraud, highlighting financial hardship, broken relationships, 

psychological effects, mental and physical health problems (Button, Lewis & Tapley, 2014). These researchers further indicated 

that fraud is not a victimless crime. 

Research on the victims of the Madoff fraud focused on the impact that extended beyond the financial loss. The research focused 

on the human element of the fraud, which included the pain and suffering of the victims. There are victims and these victims are 

not faceless victims Glodstein, Glodstein & Fornaro, 2010).  

3 INNOCENT VICTIMS 

There is a group of innocent victims, who experience loss, albeit on an indirect basis, from white-collar crimes. These are 

members of the perpetrator’s family. The family members are generally innocent victims because they did not have any direct 

investment or loss in the fraud scheme. The research literature that exists concerning the psychological effects of white-collar 

crime on these overlooked, family member victims is very limited.  

The definition of a victim is “a person who suffers direct or threatened physical, psychological, or financial harm as a result of 

the commission or attempted commission of a crime or delinquent act” (Schmalleger, 2019). White-collar crimes can produce 

numerous victims. One group of victims is often overlooked. These are the family members of the perpetrators of white-collar 

crimes. They include spouses, children, siblings, and parents of the perpetrator. Even less written about the family members, as 

victims, than the persons that have incurred financial losses in these crimes possibly because people might not look at or 

understand why family members are victims. They meet the definition of a victim as previously defined. They do suffer 

psychological and also possibly financial harm as a result of the crime committed by their relative.  

Previous research of victims of Bernard Madoff defined the symptoms experienced by victims of the financial disaster similar to 

mental disorders documented in the psychiatric medical literature. These symptoms experienced by the victims of this disaster 

was defined as Fraud Trauma Syndrome (FTS). Even though there is limited literature on the psychological effects as a result of 

the fraud scheme, the emotional and psychological distress symptoms among this group of victims needs to be reviewed and 

explored. 

 

The victim impact statements were to analyze the emotional and psychological characteristics of FTS (Glodstein et al., 2010). 

The family victims each white-collar crime will only affect a few victims. Unlike the victims of the Madoff scam, there are no 

victim impact statements completed by the family members. Just because there no victim impact statements from the victims of 

the perpetrator’s family, does not mean these family members do not experience FTS.  

Fraud trauma syndrome as defined in the Madoff fraud scheme that although the victims were not threated with death or physical 

injury, they indicated severe emotional, psychological, and physical symptoms as a result to the incident. These symptoms are 

similar to people who experienced other traumas and posttraumatic stress disorder (PTSD) (Glodstein et al., 2010). We need to 

recognize the stress symptoms. Some of these symptoms include anger, rage, pain, hopelessness, depression, anxiety, fear, 

nightmares, shock, numbing, emotional despair and devastation. 

Mark Madoff took his life on the second anniversary of his father’s arrest. Stephanie Madoff indicated that her husband killed 

himself out of anguish. She further said that “my husband’s death was only proof of his pain”. She further stated, “my husband 

was in terrible, terrible pain” (Kaplan, 2011). 

Lisa Lawler, the developer of the White-Collar Wives Project (white collar wives project, 2019), a peer-based support group for 

wives whose husbands were perpetrators of white-collar crimes, indicated that the family members experience and suffer acute 

hardships as a result of the frauds. She helps guide women through their trauma and legal morass (Ellin, 2018). Lawler further 

indicated that there is a breach of trust and that the families are the first victims of occupational fraud. Some of the hardships can 

include financial including the tax ramifications of being married to the perpetrator and psychological effect due to the breach of 

trust of not knowing that the spouse/parent was committing a crime unbeknownst to the family. 

In an article, “A New Class of White-Collar Victims: The Family”, Walt Pavlo (2014) indicated that the federal authorities can 

freeze the assets of the spouse as a result of the other spouse’s financial crime. The article indicates that the mothers and children 

are suffering in silence because the family name has been in the headlines. Children have been ridiculed and bullied and the 

family has been shunned by their religious organizations. A woman mentioned in the article indicated that she was “hopeless” as 

a result of her husband’s scheme. 
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4 SUMMARY 

The research related to fraud victims compared with other crimes remains relatively minimal. Additional research need to be 

conducted on victims, including on the emotional and psychological distress symptoms suffered by the family victims to 

determine how the fraud event affects them. In order to evaluated whether family victims experience FTS, a survey could be 

developed based on victim impact statements and criteria from the Department of Justice and distributed to these family member 

victims to gather information to determine the emotional and psychological symptoms they experienced from the fraud event. 
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ABSTRACT 

Both financial academics and financial practitioners have explored the issue of how bond prices react to credit rating agency 

(CRA) ratings actions. While one would expect a positive price reaction if a bond is put on credit review for an upgrade  and a 

negative price reaction if placed on review for a downgrade, the evidence has been choppy and mixed.  Results were dependent 

on whether the bond issue was placed on review for an upgrade or downgrade and if the bond had a subsequent ratings change. 

The research issue to be addressed here relates to how bond ownership concentration relates to issuer monitoring intensity.  

Apriori, one would expect if the bond holdings of the issuer are concentrated, a rating review would have less of a price impact 

given the “ratings lag” (the time lag between the news that resulted in the ratings review).  In other words, if, in fact concentrated 

holdings is indicative of monitoring intensity, a rating review would be viewed as “old news” and therefore not be as price 

impactful. 

 

1 INTRODUCTION 

Do credit rating agencies (CRAs), through their rating efforts, provide new information to the market via a rating review and/or 

a rating change?   Upon a “newsworthy” event, e.g., poor earnings, corporate restructurings, mergers & acquisitions, allegations 

of fraud, etc. the CRAs express a credit opinion either by putting the corporation on “review” and/or changing the security’s 

credit rating.  If, in fact, new information is revealed to the market by such rating actions, one would expect a bond price reaction; 

a price increase from a positive credit opinion and a price decline from an adverse credit opinion.  Conversely, if the CRA opinion 

does not provide new information, one would expect a muted or no price reaction. 

 

2 CONCENTRATED HOLDING AND MONITORING 

This research addresses the question of whether or not large block bondholders are more monitoring intensive than atomistic 

holders.  In particular, do large block bondholders more closely monitor the performance of the corporation and management?   

It has been shown that that large block shareholders have a stronger incentive to monitor firm performance as opposed to small 

dispersed shareholders. Shleifer and Vishny (1986) maintain that large block outside shareholders serve to enhances firm value 

by their monitoring efforts and thereby mitigate the free-rider problems. Similarly, Demsetz and Lehn (1985) show that block 

holders with a long-term investment horizon have strong incentives to monitor management. 

 

3 CRA REVIEW PROCESS 

This section describes the general credit rating review process. While the different CRAs have their own processes and policies, 

while in general, they follow the same basic model. Commonly, a CRA assigns and initial credit rating when the Issuer requests 

that the CRA conduct a formal review.  At that time, the Issuer provides the CRA with pertinent documents, including full 

financials.  After the initial credit rating is published, the Issuer’s credit rating will be continually monitored on an ongoing basis 

and the CRA will change the rating if merited. The catalyst for such a change is usually a credit impactful (positive or negative) 

event.   The event is usually followed by the CRA putting the Issuer on “review” (or “watch”) for either a ratings upgrade or 

downgrade.  The review can result in a ratings change or the CRA may decide to keep the rating intact. 

 

The figure below shows a basic depiction of the credit review process following a credit “event.” 

 

 

 

 

 

Credit Event 

(t = -?) 
Review (Watch) 

Announcement (t = 0) 

 

Ratings Announcement 

(t=+?) 
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As alluded to above, a ratings review is almost always preceded by a credit event, positive or negative.  Sometime after the 

“event” the CRA may put the Issuer up for review.  There is no specified time period between the event and the review 

announcement, although from my professional experience and observations, it can take between one to ten days.  The review 

announcement is then followed by a ratings announcement to downgrade, upgrade, or affirm.  

The table below (Table 1) depicts how the three major CRAs credit ratings classifications.  

                                         

                                      Table 1 

 
 

4 PREVIOUS LITERATURE 

Many academic researchers have studied how security prices (stock and bonds) and derivatives (Credit Default Swaps or CDS) 

react to both credit reviews and credit downgrades. Many previous studies reveal a negative share price reaction following rating 

downgrades (e.g. Bannier and Hirsch, 2010; Goh and Ederington, 1993, 1999;. Wansley and Clauretie (1995) document an 

adverse significant equity and bond price impact when an Issuer is put on a ratings review for a downgrade and has a subsequent 

downgrade. Similarly, they find a significant positive price impact for both the Issuer’s equity and bonds when the corporation 

is put on credit review for an upgrade followed by a subsequent upgrade.  

 

5 METHODOLOGY AND DATA 

The research regression model specification is shown below: 

 

 

 

𝑌𝑖 = 𝑏0 + 𝑏1𝑋1𝑖 + 𝑑1𝐷1𝑖 + 𝑑2𝐷2𝑖 + 𝑑3𝐷3𝑖 + 𝑒 

   Where: 

𝑌𝑖  = The Absolute Value of the % Change Price of the ith Bond Following Ratings Action - % Change Price of the   

Applicable Bond Index Following Ratings Action  

𝑏0 = Regression Constant 

𝑋1𝑖  = The HHI of the ith Bond 

𝐷1𝑖 =  
1, 𝑖𝑓 𝑏𝑜𝑛𝑑 𝑖𝑠 𝑝𝑙𝑎𝑐𝑒𝑑 𝑜𝑛 𝑊𝑎𝑡𝑐ℎ 𝑁𝑒𝑔𝑎𝑡𝑖𝑣𝑒 (𝑊𝑁)
0, 𝑖𝑓 𝑏𝑜𝑛𝑑 𝑖𝑠 𝑝𝑙𝑎𝑐𝑒𝑑 𝑜𝑛 𝑊𝑎𝑡𝑐ℎ 𝑃𝑜𝑠𝑖𝑡𝑖𝑣𝑒 (𝑊𝑃)

  

𝐷2𝑖 =  
1, 𝑖𝑓 𝑎 𝑛𝑜𝑡𝑐ℎ 𝑎𝑤𝑎𝑦 𝑓𝑟𝑜𝑚 𝐽𝑢𝑛𝑘 𝑡𝑜 𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡 𝐺𝑟𝑎𝑑𝑒
0, 𝑜𝑡ℎ𝑒𝑟𝑤𝑖𝑠𝑒.

  

𝐷3𝑖 =  
1, 𝑖𝑓 𝑎 𝑛𝑜𝑡𝑐ℎ 𝑎𝑤𝑎𝑦 𝑓𝑟𝑜𝑚 𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡 𝑡𝑜 𝐽𝑢𝑛𝑘
0, 𝑜𝑡ℎ𝑒𝑟𝑤𝑖𝑠𝑒.

 

e =     error term   
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Sample Selection 

The sample is obtained using Moody’s credit watch data obtained from the Professional Bloomberg Terminal.  Bloomberg 

command RATC displays a list of  those bonds that were put on credit review (watch) over a specified time period.    

 

Dependent Variable 

As noted above, the dependent variable in my model the absolute value of the % change price of the ith bond following the 

ratings action MINUS the % change price of the   applicable bond index following the ratings action.  An index is included to 

insure that the bond’s price movement was not driven by overall market changes. If the bond in question is a high yield bond the 

Bloomberg Barclay’s US Corporate High Yield Bond Index (Bloomberg ticker: LF98TRUU) is employed. If the bond in question 

is an investment grade bond  the Bloomberg Barclay’s USD Liquid Investment Grade Index (Bloomberg ticker: BLQCTRUU) 

is employed.  

 

Dependent Variables 

The Herfindahl-Hirschman Index (HHI) is a measure of concentration used to measure industry competitiveness.  It is the 

summation of each company’s market share (percent) multiplied by 100 and then squared.  If you capture all the market players 

the HHI will range from near zero (many atomistic competitors) to 10,000 (one industry participant or monopoly).  The 

specification can be seen below. 

 
   Where: 

            hi = the percent holding of the ith bondholder and n = the number of disclosed bondholders  

We introduce dummy variable D1i to denote whether the bond in question is on review for a negative or positive ratings change 

as the literature reveals the downgrade reviews have a greater price impact compared to upgrade reviews. 

We introduce dummy variable D2i to denote whether a high yield bond is currently undergoing a watch-positive review and 

therefore moves up to investment grade status.  One would expect a greater price impact for such a review.   

We introduce dummy variable D3i to denote whether an investment grade bond is currently undergoing a watch-negative review 

and therefore moves down to high yield status.  One would expect a greater price impact for such a review.   
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ABSTRACT 

For this study we conducted a systematic and large survey to better understand the changing nature of library usage, and 

satisfaction levels of students and faculty in the context of accessing and using business library resources. Specifically, the study 

sampled 1,137 students and 55 faculty members across all disciplines of a business school at a State University in Connecticut. 

Data was collected on several dimensions, including student demographics such as year in college and major, faculty 

demographics such as full-time versus adjuncts, behavioral items such as reasons for using library resources, and dependent 

variables such as satisfaction with the resources. In this paper we discuss some of the findings from this survey, and provide 

insights on seemingly incongruous findings.  

 

Keywords 

Library usage, student perceptions, faculty perceptions  

 

1 INTRODUCTION AND BRIEF LITERATURE OVERVIEW 

In the current information-rich environment, business faculty members and business librarians are often challenged to find ways 

to enable students to acquire essential research skills and to gain deep insights when given access to vast quantities of unfiltered 

information.  Students often struggle with how to conduct business research efficiently and effectively. Feast (2003), for example, 

reported many obstacles in integrating information literacy skills into student learning practices in business courses. Research 

also suggests that undergraduate students are more likely to search the Web than to use relatively more reliable library databases 

to find information that they need for their assignments. They place a great deal of trust in information found on the Web, which 

from a pedagogical perspective might not always be appropriate (Van Scoyoc, 2003, p.329). Students also place greater 

importance on locating and collecting information than critically evaluating it (Morrison, 1998, p. 264), and generally do very 

little to verify the authenticity of information obtained online (Metzger, 2003, p. 271).  From a pedagogical perspective, faculty 

must teach and emphasize evaluative techniques, as well as train students on how to use appropriate research tools. One study 

(Lee, 2003, p. 8) revealed that among graduate business students who had taken a business research course, two thirds rated their 

research ability as good to excellent, whereas one third rated it poor to very poor; amongst those who did not take the course 

these proportions were reversed.  While professors do encourage students to use libraries and to seek help from librarians, 

perceptions regarding general use of libraries and its resources remain significantly different for students and professors (RSYL 

Faculty Satisfaction Survey, 2017).  From the perspective of University administrators, use of libraries and availability of various 

resources within the library setting is of vital importance, as research indicates that undergraduate students who use libraries and 

its resources have a better “retention rate” (Soria, 2013, p. 147). Those who obtain IL (information literacy) skills will have 

greater chances of academic success (Catalano, 2016). 

 

2 STUDY AND FINDINGS 

 

Background 

An informal survey of over 100 students of the capstone business class at a State University in Connecticut, conducted in 2016, 

indicated that only about 55% percent the students said they physically go to the library for individual or group project research, 

or to meet up with their group members.  A significant number (45%) said they use the library’s resources remotely.  Another 

significant group (24%) said they visited the library only to access a computer terminal, whereas 21% of the students responded 

that they rarely, if ever, visited the library or its Website.  These findings led the principal co-author of this study, who is the 

Head Librarian of the business school library at the university, to conduct a more systematic and larger survey to better understand  

mailto:GongX@wcsu.edu
mailto:Dugalm@wcsu.edu
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the changing nature of library usage and satisfaction levels of students and faculty in the context of accessing and using business 

library resources. The Robert S. Young Library (RSYL) is the business library of the Ancell School of Business, Western 

Connecticut State University (WCSU).  It is housed in the classroom building on the Westside Campus, where the Ancell School 

is also located. This business library supports all the Departments of the School, including accounting, finance, management, 

marketing, and management information systems, as well as the Division of Justice and Law Administration.  Through the 

Library’s homepage, users have access to the Internet and many online services, as well as having access to print materials to 

which the Library subscribes. Throughout the year, the librarians provide bibliographic instruction and library user education 

classes to familiarize students and faculty with various resources available to them, and to assist them in their research.   

 

The librarians at Young Library created a Student Satisfaction Survey (print) and a Faculty Satisfaction Survey (online), and 

administered it in the Spring semester of 2017.  About 1500 copies of the survey were printed and administered during the first 

week of April 2017 in various business school classes.  1137 students out of 1470 total responded, for an impressive response 

rate of over 77%.  Of the 1137 responses received, 24.5% were from JLA, and the rest were from business majors.  Response 

rate from faculty was almost 100%, with 54 faculty providing their thoughts and opinions. The study uses perception gap 

measures - the difference between how a population or sample believes something to be (“perception”) and how it actually 

is (“reality”) (Young, 2018, p. 173), to better understand the disconnect between the traditional ways in which faculty and 

librarians view how libraries should (and are) being used, versus how the new generation of social-media savvy students actually 

use libraries. 

 
Student Survey Summary 

The questions in the student survey focused generally on the broad topics of usage of the physical library, its webpage, library 

resources, library facilities, and library services. In here we discuss a select number of our key findings.  For example, results 

indicated that 28% of students surveyed never use the physical library, and 34% did not use the library webpage. When asked 

“why not,” a majority said that they did not have the time. This finding was not surprising, given that about 70% of our university 

students are commuters.  Most of the students come to campus only 2-3 days a week for classes, and work the rest of the week. 

They therefore seldom have the time to stop by the library, unless it is in between their classes.  Some students depend on 

professors’ blackboard listings to access materials that are from the library, or end up using outside resources, thereby avoiding 

a visit to the library. 

 

 
Key Finding: 72% of surveyed visited the library in different times, while 28+% never visited the library 

 

 
Key Finding: 34% of the students surveyed don’t use the library webpage. 
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Students essentially come to the library to use its resources or facilities, or both. Half of the students who use the library in 

various ways felt satisfied with what they got – facility usage, and / or materials. A majority of the students (58%) indicated that 

they came in for databases, journals, and books, and close to half of them (53%) came to the library to study or for computers 

and for copying and printing (52%).  Interestingly, a large number (20%) visited solely to charge their mobile devices. 

Surprisingly, only 16% of them came to check out the reserves that the faculty had put out for them, and only 15% come to seek 

help from the library staff for their research assignments.  
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When asked as to how they would you rate the RSYL services, about 50% of those who responded said that they were satisfied 

with the databases and journals available in the library; about 30% said they were satisfied with the reserves; and about 50% 

were satisfied with the LibGuides.  More than half of the respondents said they were satisfied with the librarians who provide 

various services within the library.  More than two-thirds of the respondents (68%) said they were satisfied with the 

responsiveness of the library staff, were satisfied with the friendliness of the staff (70%); and satisfied with librarians’ helpfulness 

and knowledge level (68%).  More than 700 respondents (about 70%) stated that they were satisfied with their overall library 

experience.  

 

Faculty Survey Summary 

In the faculty survey, in addition to questions regarding their basic use of the library materials and facility, we specifically asked 

whether they recommended and sent their students to use the library and its resources, whether they encouraged their students to 

seek research help from the librarians, and how they thought their students made use of the library. The questions and answers 

are as below: 

 

1. Which library tools do you use for your research or recommend to your students for their research? Response: 86% surveyed 

use articles and databases; 23% use libGuides; 35% use Google Scholar and other publishing materials. 

2. Do you provide information on library resources and services in your class? 64% surveyed said yes. 

3. How often do you recommend your students seek help of a librarian? 76% said they either often or always do.  

 

Here we see the difference between students and faculty in their perception about using the library, or the traditional ways in 

which faculty and librarians view how libraries should (and are) be used, versus how the new generation of social-media savvy 

students actually use the library. Our findings clearly show that most faculty think about the role of libraries and librarians in a 

very narrow way, focused mainly on the usage of journals and databases, and the importance of seeking research help from the 

library staff. Faculty value the importance of, and urge usage of, library databases, and believe that librarians can help students 

in their research, but students put more value on library space, reserves, fast computers, printers and copy machines, etc.   

 

3 CONCLUSION 

Amongst our many findings, an interesting conclusion is that students who actually use the library do so to consult the databases, 

as their faculty recommends.  However, when asked as to how important the library’s resources and services were to them, and 

what kind of materials and services were important to them, almost all of those who answered said that the reserves, databases, 

computers, color printings, and physical library space were of equal importance to them. Similarly, close to three quarters of the 

students stated that the librarians help was important or somewhat important to them, yet the facilities and physical space were 

as important as (and sometimes even more important than) the materials and research help.   

 

The RSYL librarians have been working hard trying to bridge the gap ever since we found that there are significant differences 

in the perceptions of faculty and students. While the library reorganized the shelves to gain more spaces for students, the librarians 

also tried various ways to promote library’s services.  New signs, which direct students to the library and its resources and 

services, are up. More libGuides for students to use remotely. New online chat and Twitter accounts are up for instant assistance 

from librarians to those who need help yet have little time. Most importantly, librarians are working with faculty to make them 

aware of the gap in the perceptions, so that faculty will, hopefully, require their students to use certain databases and materials, 

and to make sure the students seek guidance from the librarians, thereby utilizing the expertise of  librarians for completing 

assignments and projects.  
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As librarians and faculty, our purpose is to make students successful, which includes improving their knowledge level of 

information literacy (IL). The ability to demonstrate IL skills appears to contribute to retention and graduation and, therefore, 

may be an integral part of one’s academic success. Further, experience in writing research papers and other meaningful 

assignments contributes to student success (Catalano, Phillips, 2016).  Obvious limitations of this study are that the study was 

conducted within one library, at a State school, are on respondents affiliated with one discipline. However, our findings have 

helped both the library staff and faculty make adjustments as to how we cater to the needs of the students, and our hope is that 

other libraries and schools can take the results of this study to provide better services at their respective universities.   
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ABSTRACT  

Workforce competence is an evergreen issue for companies who experience changing business sector dynamics of opportunity 

and competition. Much has been written on characteristics of Gen Z now entering the workforce, and in the global economy, 

attention to Gen Z-related phenomenon is important to worldwide business strategy. Serious Simulation is used in both higher 

education and in industry to close knowledge/competency gaps through contexts provided in virtual settings. More than business 

sector dynamics force companies to adapt and achieve – changing social forces also create resource-expending efforts to align 

and acclimate new entrants in the workforce. Adaptation of Serious Simulation can be used to accommodate universal challenges 

arising from the idiosyncrasies of Gen Z workplace attitudes and behaviors. Assertive implementation of Serious Simulation 

techniques will be a competitive advantage. 
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1 INTRODUCTION  

Changing culture includes changing outlooks on the definition and expectation of work. If a large portion of tomorrow’s 

knowledge industry workforce will be supplied domestically, rather than through such avenues as H1-B visas, employers may 

want to acknowledge changes and accommodate the new workforce, rather than rely on normative approaches to workplace 

cultures. The definition of the age group identified as Generation Z, or Gen Z, varies to some extent across literature but is 

generally agreed to include births between Companies can leverage internal infrastructure and talent to on-board a Gen Z 

workforce, adapting the work environment to an always-available digital village. Serious Simulation can become part of a 

continuum of employee experience in automated knowledge industries. For the purposes of this paper, descriptions of Serious 

Simulations from van der Zee, Holkenborg, and Robinson (2012) include “serious” to stress the learning objective underlying 

the game, helpful in preparing students for their future role in roles as decision-makers in companies' production and logistic 

systems, and “may support current operations managers in learning how to make better decisions through experimenting within 

a safe learning environment” (p. 33). 

 

Transitioning Gen Z into productive roles is a new business art form and the factors are not so unique to the Gen Z cohort that 

benefits accrue to more than this age group. Serious Simulation provides the connection for the transition in ways that might not 

be seen as unique to Gen Z, considering perennial on-boarding and transition factors. Serious Simulation can accelerate return 

on investment of new employees by broad goal alignment and company inculturation. 

 

2 RANGE OF VIRTUAL CONTEXTS IN SERIOUS SIMULATION 

Formal implementation of computer simulation is predated by analog simulation, but origins of industry pursuit of Serious 

Simulation dates back to the release of Serious Games by Clark C. Abt in 1970 (Clark, 1970). The book remained agnostic as to 

platform: analog or digital bases were not distinguished. The value of recreating physical and situational environments was easily 

recognized in industry from the onset of digital computers mid-nineteenth century, and as we approach the start of the third 

decade of the twenty-first century, implementation of computer simulation environments reaches a breadth and scope that 

accommodate many operational and strategic corporate scenarios. The Human-Computer Interface (HCI) can range from simple 

keystrokes to full immersion experience for altering simulation virtuality. As discussed below, two simulations the author has 

gained experience with are focused on Balanced Scorecard (BSC) application in business operations and competitive strategy. 

These commercial off-the-shelf simulations represent core activities of a firm, while disciplines useful for Gen Z early-phase 

employment may include experiential treatment of company values, policies, procedures. The Gen Z cohort relies heavily on a 

clear purpose for motivation, thus enculturating the workforce through experiential treatments of this basic company information 

through simulation is efficient and consistent. Ethics and leadership training are subject matter foci that are important to provide 

awareness of career advancement for Gen Z workplace success. The company's processes and policies can be codified to whatever 
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level of desirability a firm mandates. The goal is to onboard new workplace entrants to a point when they achieve a benefit-cost 

ratio greater than 1. Adaptation of Serious Simulation coordinates with the Gen Z workforce that has always had the internet, 

mobile devices, and 24/7 internet connectivity. 

 

3 ADAPTABILITY OF VIRTUAL CONTEXTS IN SERIOUS SIMULATION 

Serious Simulation provides a flexible basis to capture virtually the experience of the new employee. Success with employing 

Gen Z can be accommodated by characteristics of configurability, extensibility, and adaptability of Serious Simulation. Any 

aspect of a Gen Z employee environment can be implemented in simulation, while economic realities would dictate 

implementation on a benefit-cost consideration. In the section that follows cognitive, behavioral, and attitudinal dimensions of 

Gen Z that require consideration by Gen Z employers are each a candidate for creating firm-specific virtual environments. The 

purpose of the Serious Simulation is for on-boarding, training, continuing reference, and assessment of career advancement. The 

company is organized under the construct of modeled processes and policies, with interactive capacity that appeals to higher 

levels in Bloom's Taxonomy of Cognition. Elements of attitude and behavior can be accommodated. 

 

4 A RESTRUCTURED GEN Z WORK ENVIRONMENT 

Schroth (2019) provides an array of workplace-oriented characteristics of Gen Z attitudes and behavior and identifies some 

accommodations firms might consider to successfully integrate members of this workforce. Serious Simulation provides an 

actionable response to the author's generalized observations and recommendations. Moreover, the benefit-cost of Serious 

Simulation provides leveraged value by standardizing and streamlining process and policy of the firm for a consistent 

psychological contract that Gen Z employees seek. Serious Simulation reduces redundancy of expensive mentoring regarding 

basic firm information, allowing better mentoring programs.  

 

Serious Simulation responds to multiple characteristics. It is generally acknowledged that the Gen Z cohort is the first generation 

to have always had the experience of fast, always-available internet access. The cohort is comfortable with a range of digital 

devices from a relatively stable technology epoch based on just a short list of mass-market tech platforms, hardware, and software. 

Strategy-minded business leaders will continually modify the workplace environment to accommodate a continually online 

workstyle. Following are factors provided by Schroth (2012) to which Serious Simulation can respond. 

 

Lack of Work Experience A dominant characteristic of the Gen Z cohort is lack of work experience. Contributing to this factor 

are general socio-economic factors for many college graduates where work during their mid-teen years was not critical to 

household income or personal discretionary spending. This gap can be solved by firms implementing a portion of job activities 

as a virtual environment which provide decision options and associated outcomes, for training and conditioning purposes. 

 

Distractibility and Delayed Gratification: As college-centered career pursuit has become less urgent, mission nature of 

challenges has dissipated with the Gen Z cohort. This results in Gen Z is distractibility and undeveloped appreciation for delayed 

gratification. Hirsh, Morisano,  Peterson (2008) provide an association of delay discounting (delayed gratification) with attributes 

of personality and cognitive ability, at all, which are exacerbated in Gen Z attitudes and behavior.  

 

Lack of Competitiveness: The absence of appetite for competition is exhibited as self-consciousness, fear of failure, and is 

derived from shielding as adolescence from accountability in activities that emphasized participation at the expense of 

competitive experience that encouraged self-determination and performance mastery. 

 

Workplace Psychological Contract  

More than previous generations, Gen Z employees seek a psychological contract, which is a more detailed agreement of mutual 

expectations for the manager-employee relationship. High levels of interaction with such employees are resource-intensive, and 

Serious Simulation provides a design-once, engage-many efficient method of acculturating new Gen Z employees.  

 

On-Boarding and Expectations 
An outcome of scant work experience can result in a lack of confidence in new employees to navigate assignments in ambiguous 

environments. Gen Z employees anticipate being fully instructed and supported for initial assignments, not having had initiation 

performance expectations in novel environments.  Aspects of Serious Simulation to consider include complete supportive 

onboarding procedures through to assigned skills mastery. Implemented as simulation, the asset can remain in place as a reference 

until responsibilities are mastered. Decision support scenarios can include checklists of performance goals and orientation 

programs to facilitate internal communications.  

 

De-Escalate Perceived Decision-Making Risks 

Pressure from critical decisions is relieved in the Gen Z cohort by "group approach," although the consensus rationale could be 

driven by self-consciousness and fear of being singled out for personal failure, rather than a pursuit of an innovative group 
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environment to reach best outcomes.  New Gen Z employees gain a sense of autonomy by Serious Simulation through progressive 

advancement of skills, with outcomes targeting greater ownership of projects. Gen Z cohort is strongly sensitized to authority 

dynamics, seeking rapid independence to make more of their own decisions over time. 

 

Peer-Level Mentoring 

The value of mentoring is broadly supported in research, the Gen Z cohort seek group consensus environments. Workplaces find 

formal and/or accountable mentoring programs expensive in numerous resources, largely due pressures of profitability and 

reaction requirements of fast-twitch business agility, direct mentoring is often difficult to justify. Serious Simulation allows new 

entrant workers to achieve competence, if not mastery, of critical knowledge and skills, in an independent, private manner they 

prefer. More “expensive” mentoring from management can begin where the basics are covered in Serious Simulation. 

 

Stress and Anxiety 

Stress and anxiety are inversely proportional to consistent expectations and stable personal goals. Standardization of tasks and 

management of critical decisions in ambiguous contexts within Serious Simulation – providing insight to common solution 

options - accommodates Gen Z preferences and habits. Moreover, it provides added benefits of general business streamlining to 

the benefit of relieving anxiety. Serious Simulation can operate as a virtual coach to guide these outcomes, allowing managers 

to monitor the integration of their new employees into the workplace, increasing workplace satisfaction and productivity, while 

reducing costly turnover. 

 

A New Competitive Advantage 

Engaging the Gen Z workforce emerges as a corporate directive, much less a competitive advantage. Corporate culture and 

workstyle remain a frontier for businesses as the Gen Z cohort enters the workforce. To acknowledge societal changes that impact 

Gen Z workplace behavior, attitude, and performance is a competitive advantage, if firm competitiveness can be increased. The 

dismissal of such considerations can have a significant negative impact on firm health. 

 

5 EMPIRICAL EVIDENCE 

With one driving force being an interest in stemming experience gaps for undergraduate business students, two Serious 

Simulation systems have been used in required courses of an undergraduate business program at a regional college by the author. 

The mode of implementation creates a succession of experience from a Junior-level course to a Senior capstone course where 

both courses are required. Students in a Junior level operations course are required to individually gain sufficient knowledge and 

acumen to develop strategies that organize a production facility and achieve financial goals of the virtual company. One key 

event that demonstrated the connection of simulated production environment to actual environment occurred during a site visit 

to a production facility. A seemingly minor attribute of the simulation included the audible hubbub of production floor activity 

which students at first take for granted, and eventually learn that this attribute provided important aural feedback. When the 

background noise stopped, that generally means an urgent condition occurred demanding immediate attention to maintain 

profitability. During a site visit to an authentic aerospace production facility, understanding smiles came to the students’ faces 

when they walked into the production area and heard equally authentic audible hubbub of the real-life environment. A knowledge-

experience gap was closed forever for those students, and the Serious Simulation gained higher credibility in their eyes (ears) 

that day. 

 

As they enter the Senior level course, students are now required to work as a team of three to divide complex decision dashboards 

to operate global operations across four continents for two prosumer electronic products. The conditioning that occurs here 

involves an initial overload of information, a steep learning curve, and a demanding real-world performance schedule. A Gen Z- 

acknowledging challenge created for the students is a purposefully ambiguous, complex, and perhaps even tedious early 

assessment. To load up the students, a voluminous course guide must be digested. The situation at first is near-disbelief that they 

are expected to sort out fine detail necessary for the rest of the course. In a mastery methodology, a grade of 90 is required on 

two major assessments to pass the course. Anxiety prevails until one or two students achieve the required grade. One by one the 

students start realizing with a little care, patience, and discipline, they can achieve not just 90 but a perfect score – the answers 

have been right there for them, all the while. A major mantra that develops from instructor to student and from student to student 

becomes “Slow down to speed up.” 

 

At this point in time, the two Serious Simulation platforms have been shared with selected collaborative entities with the college 

with an interest in regional workforce development. On an ad hoc basis, one industry group and one commercial entity have 

reviewed the specifics of the simulations as tools to incorporate in member training opportunities (industry group) and for holistic 

plant operations training (commercial entity). As the relationships get formalized, it is the author's interest to report out Gen Z-

related experiences, successes, and pitfalls. 
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6 CONCLUSION 
The position taken in this paper directs future discovery of global Gen Z employability phenomenon affecting all business. 

Serious Simulation can be a bridge between business education in higher education and workplace environment and culture. In 

their study on sustainable strategies to maximize Gen Z talent, Chillakuri and Mahanandia offer “The growing use of technology 

and the new generation entering the workforce should be seen as an opportunity by HR leaders to redesign entry-level work” (p. 

37). More than providing apparent benefits in industry and commerce as determined and developed since the post-war era, 

adaptations of serious simulation across the education-industry boundary can accommodate idiosyncrasies of the Gen Z 

workforce. To form cohesive experiences across that boundary, it makes sense for a Business School to cultivate relationships 

characterized by strong succession and integration qualities with hiring firms that include Serious Simulation. Serious Simulation 

can provide familiarity that is meaningful to a backpack-to-briefcase transition.  

 

Areas for further research include soliciting hiring companies for buy-in on the transitional Serious Simulation environment. A 

challenge is avoiding teaching only skills, rather than general business problem-solving, despite the program being considered 

vocational, within a liberal arts setting. 
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ABSTRACT 

First year college students are met with a myriad of decision-making opportunities regarding their academic pursuits as well as 

their career preparation. Though the introductory business course, BUS100 Introduction to Business: Domestic and Global 

Dimensions, contained information and assignments for students to learn about careers in business, there was no formal career 

exploration tool used in the course and assignments that intentionally asked students to think about their how their skills and 

interests would serve them in a career in business. Students in the Fall 2017 and Spring 2018 BUS100 course were assigned to 

take the Focus® 2 Assessment, heard from guest speakers invited to the class to talk about their careers, and wrote written 

reflections that incorporated their Focus® 2 results with the content of the course as the course progressed through the semester 

via reflective prompts. We determined that the coordinated multi-pronged approach further detailed in this paper supports student 

career decision making development in introductory business education and helps move students forward with confidence in 

their business academic and career path. 

 

Keywords  

Focus® 2, self-efficacy, career decision making, business 

1 INTRODUCTION  

The purpose of this study was to infuse a tested measure of career and education decision making into the first semester business 

course, BUS100, by requiring entering business students to complete the Focus® 2 Career Assessment to assess their knowledge, 

skills, abilities, values and personality, and match them to current career information from the U.S. Department of Labor.  

 

First year college students are met with a myriad of decision-making opportunities regarding their academic pursuits as well as 

their career preparation. The students at the College of Saint Elizabeth are no different, though the majority are from underserved 

areas of the state and are first-generation college students. In the entering Fall 2016 semester, CSE began co-education 

undergraduate education with 167 full-time enrollments; prior to 2016 CSE had been a female only institution. The majority of 

the incoming students, nearly 60%, received full financial aid or near full financial aid. And, the majority of those incoming first 

year students chose business or psychology as their top degree choice. The change from a single gendered institution as well as 

the need for the students to make judicious and appropriate major choices, and thus career choices, drove his initiative and 

inquiry. 

 

The course description for the BUS100 course is as follows: 

The Introduction to Business course provides a fundamental working knowledge of the varied aspects of 

business and prepares students for future studies in more specialized topics within the subject area. Students 

will increase their awareness of the overall environment and function of business as well as observe its 

contributions to society. This course also covers communication, technology, globalization, and business 

ethics. 

The learning outcomes for the course are: 

• Basic business principles including accounting, economics, finance, marketing and management. 
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• Develop an understanding and appreciation of business ethics and corporate social responsibility. 

• Demonstrate basic business presentation skills in both oral and written formats. 

• Begin to develop critical thinking and problem-solving skills relevant to business situations. 

• Develop an understanding and appreciation of global business issues. 

• Demonstrate awareness of respectful interaction with people of diverse backgrounds. 

 

2 METHODS 

The Fall 2017 BUS100 class had 23 students enrolled. The spring 2018 BUS100 class had 24 students enrolled. Of these students, 

in both cases, approximately 50% of the students noted that a business major was their first choice for their major. Students who 

believe they are going to choose business as their major enroll in first and second year courses that align with the School of 

Professional Studies. Spring semester of their sophomore year students officially declare their major. Up to that point, the courses 

students take support an eventual major in professional studies, not necessarily business.  

 

Focus® 2 was chosen as the career instrument to add to the curriculum of the BUS100 course because the Focus® 2 helps 

students identify their interests, personality, values, skills, and lifestyle preferences. Focus® 2 is an online, interactive, self-

guided career, major and education planning system that helps students discover majors and occupations matching their personal 

preferences and attributes. Further completion and utilization of the results help students make informed career decisions 

(https://www.focus2career.com/). The assessment and the concurrent written reflections based on the results of the assessment 

and writing prompts such as My goals? My skills? My Strengths? My Challenges? My Values? My Interests? My Apprehensions? 

What I think I need to do to reach my goals? How I will use the resources of the College to reach my goals? helps students 

explore occupations and major areas of study compatible with their personal attributes. The goal of this assignment was to help 

build student self-efficacy and a broader understanding of the requirements for success in the business major and a career in 

business.  

 

3 PROCEDURE 

The College of Saint Elizabeth operates on a fifteen-week semester schedule for traditional undergraduate courses. Week 3 

students were introduced to Focus® 2 by the Director of Experiential Learning Center and Career Services and assigned to 

complete the assessment as homework. The Director of Experiential Learning Center and Career Services then returned to the 

class during Week 4 to debrief students and help them understand their individual results. Weeks 6, 8, 10, and 12 included talks 

from invited speakers to discuss their careers and specializations in business. Students were asked to submit a reflection during 

the final week of the class that asked them to use the writing prompts but also to write about whether they truly view themselves 

as being able to find success in the business curriculum and a career in business. This reflection helped students weave their 

Focus® 2 results, the information shared by the guest speakers, and their own thoughts about their fit to the major and the field. 

Students were encouraged to seek out individual appointments with the Director of Career Experiential Learning Center and 

Career Services to continue to explore their own understanding of their knowledge, skills, abilities, values and personality and 

to do so beyond the requirements of the course. Additionally, students were asked to choose specific careers and make 

presentations to the class on these careers which provided students the opportunities to obtain in-depth information about select 

business careers.  

 

4 RESULTS 

In the two semesters of executing this project, students have demonstrated that upfront knowledge of a potential career choice 

has helped them refine not only a major choice, but also define career and occupational paths.  The Focus® 2 results provides 

the student with combined results from 5 self-assessments: work interest, leisure interest, skills, personality and values 

assessments.  The combined results lead to a summarized list of “best fit occupations”.  The student is directed to choose and 

save 3 career choices/occupations. The student uses the data provided by the tool to learn more about the specific occupations 

by learning about the job tasks, work interest profile, skills, values, work conditions, educations requirements, outlook, and 

earnings associated with the particular occupation. The tool further maps the chosen occupations to major choices available at 

our institution. 

 

The culminating result from the tool is a Portfolio with the students saved assessments, Career/Occupations, major choices, and 

action plan to move forward.  

 

The final part of the project includes a written reflection mentioned previously as well as a presentation to the class on their 

career choice, research findings, including data from the DOL, SWOT (strengths, weaknesses, opportunities, threats) analysis 

regarding the career choice and their final observations.  Overall, we have found that the students being informed and intimately 

involved with understanding, reflecting and having choice in their career options has helped move students forward with 

confidence in their business academic and career path as was evidenced at the Spring 2019 major declaration where 85% of new 

majors took the BUS100, Introduction to Business course either Fall 17 or Spring 18.  At the Spring 2018 major declaration, 
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75% of the new majors took BUS100 (Fall 16/Spring 17) which did not include the more in-depth career exploration that the Fall 

17/Spring 18 course sections did.  Further 38% of all Bachelor of Science candidates officially declared Business as their major. 

We will be following our new majors through graduation and also work to determine the role the career exploration / Focus 2 

project played in their continued interest in the Business major.  

  

5 DISCUSSION  

Bandura (1977) defined self-efficacy as one’s confidence in their own ability to develop strategies and complete tasks necessary 

to be successful in various endeavors. Self-efficacy is an individual’s belief about their capabilities. According to Bandura (1989), 

self-efficacy affects thought patterns that can aid or hinder the individual. A person with high self-efficacy within business may 

feel that he or she has the ability to be successful in business-related activities. Further, Bandura (1977) proposed that self-

efficacy is formed and affected by four main sources of information: personal accomplishment, vicarious experience, verbal 

persuasion, and physiological states. These four sources of information were incorporated into the BUS100 course as follows: 

 

● Mastery experience, the previous personal accomplishments and successes that one has had in similar domains, is the 

most powerful source of self-efficacy. Mastery experience was incorporated into the course via the written reflections.  

● Vicarious experience, the second source of self-efficacy, can be defined as the situation where one increases their own 

self-belief as they watch others who are similar to themselves achieve success in a certain domain. The invited speakers 

allowed this content to be added to the course.  

● Verbal persuasion, the third source of self-efficacy, defines the situation where one is led, through feedback and verbal 

cues, to believe that they can be successful in a specific domain. Group and personal meetings with the Director of 

Experiential Learning Center and Career Services incorporated this content in the course and beyond.  

● Psychological states is defined as how one’s physiological state and their interpretation of that state can affect whether 

an experience becomes empowering or disempowering for that person. Again, the self-reflection that occurred in the 

reflection writing helped the students explore their psychological state with regard to business. 

  

Positive feelings in each of these four factors will be additive to the students’ self-efficacy. Self-efficacy can help a first-year 

student keep going in the face of difficulty and help them push through difficult courses as they move through the business 

curriculum. According to Kuh, Kinzie, Schuh, and Whitt (2005) “what students do during college counts more for what they 

learn and whether they will persist in college....Voluminous research on college student development shows that time and energy 

students devote to educationally purposeful activities is the single best predictor of their learning and personal development (p. 

8). Additionally, as the students move into advanced courses and eventually their careers, high self-efficacy can help them 

overcome bigger setbacks such as bad grades or the competition associated with business careers. 

 

But, the positive effects of this intervention are not only related to student self-efficacy. According to Gillie and Isenhour (2003) 

informed and considered career decisions result in positive educational outcomes, social benefits, and better economic outcomes. 

Further, educational outcomes can be observed in improved educational achievement, improved preparation ad participation in 

postsecondary education, better articulation among levels of education and between education and work, shorter time to 

graduation, and higher graduation and retention rates (p. 1).  Shorter time to graduation and higher graduation and retention rates 

are of particular interest in higher education administration as increased scrutiny of the academic experience and increased 

reporting requirements that include graduation and retention rates. Gillie and Isenhour (2003) also detail social benefits including 

higher levels of worker satisfaction and career retention, shorter path to the primary labor market for young workers, lower 

incidence of work-related stress and depression, and reduced likelihood of work-related violence (p.1).  

 

The student characteristics we are seeking to develop are also supported by employers for what Gardner and Estry (n.d.) call T-

Shaped Professionals. T-Shaped Professionals “integrates depth, defined in terms of disciplinary knowledge and the ability to 

understand how individuals with that knowledge function and interact to accomplish a desired outcome within or across a 

system(s), and breadth, defined as the professional abilities that allow someone with profound disciplinary knowledge to interact 

meaningfully with others who possess different disciplinary knowledge in order to affect an outcome that might not otherwise 

be possible” (p.2). ). Developing the highly sought-after T-Shaped Professional requires adjustments to curriculums and 

assignments including “innovative and intentional use of technology, space, and context to design learning experiences that can 

be integrated to chronicle a learner’s development into a T” (p.2). The new learning experiences designed to support and obtain 

the learning outcomes of the BUS100 course contribute to the development of the student into T-Shaped Professionals.  

 

The shortened path to the labor market is particularly important for the College of Saint Elizabeth as we serve a proportion of 

underprepared students. According to a New York Times report (2017) the College serves some of the poorest students among 

select private institutions and the North Eastern Athletic Conference; approximately 12% of the students report family incomes 

of less than $20,000 annually. However, the College is among the highest performers in moving graduates up two or more income 

quintiles in the NEAC, in New Jersey, and among our peer institutions making the College 57th out of 578 selective private 
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colleges; and, the College is 238th out of 578 selective private colleges that move poor students to rich adults (NYT, 2017). With 

regard to economic benefits, Gillie and Isenhour (2003) noted higher incomes for students who engaged in informed and 

considered career decisions as well as lower rates and shorter periods of unemployment, lower costs to employers associated 

with employee turnover, lower health care costs, lower incarceration and criminal justice costs, and increased worker productivity 

(p. 1). The value added to educational, social, and economic outcomes benefit the student, the institution, and society.  

 

A better understanding of self and the confidence gained via the multi-modal approach to engagement in critical thinking about 

career choice is essential for student success in a business curriculum. Students gained knowledge through course requirements 

and written reflections that enabled them to establish a sound foundation for success in the business curriculum and field. 

Additionally, the improved educational outcomes, social benefits, and economic benefits associated with informed and 

considered career decisions at the undergraduate level add value to the efforts required to redesign the BUS100 course and require 

students to engage in thoughtful, reflective assignments regarding their intended career choice.  
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ABSTRACT 

This paper explores the parameters of the limits of sport spectator under current law. The nature of the venue will be examined. 

The difference between the arena of a public university, an arena subsidized by public funds or tax incentives, and a privately 

owned stadium will be compared and analyzed. Paying customers in a place of public accommodation have the right to speak, 

be heard and not have to hear offensive speech. Is there an assumption of risk involved in the foreseeability of what is known or 

culturally expected to occur in the sports or entertainment facility? Should a patron who knowingly purchases a ticket to sit in 

the right field bleachers of Yankee Stadium, the Blue Seats at Madison Square Garden, the Dawg Pound in Cleveland or in the 

vicinity of the Cameron Crazies at Duke University consent to predictable community behavior including speech? Does the 

analysis change based on the actions of the player or fan? Wearing a Boston Red Sox hat at Yankee Stadium or inciting fans by 

making gestures to the crowd or a competitor dancing on the insignia of the opposing team? 

Keywords 

Freedom of speech, captive audience, assumption of risk 

1 INTRODUCTION 

As Civility Codes and safe space zones proliferate college campuses in the name of protecting the individual's rights and their 

fragile sensibilities, invited speakers are protested and shouted down by both the right and the left. Sports fans may believe they 

are the last bastion of true content neutral freedom of speech because they are paying for that right. As recent high profile 

controversies involving former Oklahoma City Thunder player Russell Westbrook and a Utah Jazz fan as well as New York 

Knicks owner James Dolan and a Madison Square Garden ticket holder remind us there are stakeholders who wish to enforce 

limits. 

This paper examines the law as it relates to captive audiences and places of public accommodation. Is the offended listener a 

child, a student, or a paying customer? As in the case of Westbrook, how does the law factor in if the offended party is a 

paid/scholarship performer or player? Does the player/performer also have a right to free speech? Under what circumstances may 

the player respond to the negative speech of a fan? Would the same laws that regulate fan-athlete behavior apply to the 

accountant-client interaction? (Memorable Seinfeld episode where Jerry gets revenge against Elaine’s co-worker who heckled 

him during his comedy act by going to her place of work and heckling her) 

The paper will look at what conduct may be limited or prohibited. Words, signs, actions all create different legal, societal and 

cultural arguments for controlling speech and behavior under the law. The culture and history of various sports and entertainment 

events will be looked at in this section. Spectators chanting during a free throw at the professional, collegiate, and high school 

level are regulated and interpreted differently. Why is LeBron James shooting a free throw to determine the outcome of a Los 

Angeles Laker-Golden State Warriors basketball game looked at differently than Tiger Woods trying to make a putt on the 

eighteenth green at Augusta to win the Masters as it relates to regulating crowd conduct? 

 Finally, policies that comply with the relevant law to maximize the spectator experience for all while allowing player/performers 

to practice their craft will be recommended. Suggestions will certainly be debatable to First Amendment scholars, proponents of 

civility standards as well as “old school purists” who object to music at games, celebrations after every sack, signage at arenas, 

the three-point line and the designated hitter. No apologies will be offered. 

mailto:bhaller@molloy.edu
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2 FANS SPEAK OUT 

“I promise you. You think I’m playing. I swear to God, I swear to God, I’ll f**k you up. You and your wife, I’ll f**k you up.” 

(Bogage, 2019)   - NBA Star Guard, Russell Westbrook to a Utah Jazz fan in response to racial taunts directed at him during his 

game between Oklahoma and Utah in March 2019. 

The fan was banned for life from attending games and Westbrook was fined $25,000 (Press, 2019). 

How did we get here? Freedom of Speech and Sports Fans rooting for their teams is encouraged, iconic and ingrained in American 

culture. (Michener, 1976) The Westbrook incident earlier this year illustrates a line of demarcation exists and in this instance 

was crossed by both the fans and the player (Arnold, 2019).  

“Yelling and screaming have long been…essential parts of the stadium experience” (Rosensweig, 2005) Fans are encouraged to 

make noise, be louder, and cheer by stadium signage, bands,  scoreboards and team employees (Independent contractors?) aka 

cheerleaders. Fans become a part of the game developing pregame rituals, songs, chants, and even on field participation. Fans 

and their families are enticed to purchase tickets through comprehensive sales strategies involving standing on the field for the 

National Anthem next to players to between innings or halftime contests demonstrations and events to after game base running, 

concerts or youth games (mlb, 2019). 

Fan participation through expression, verbal (e.g. cheers/jeers, fight songs, gestures like the Tomahawk Chop, the Wave and 

Hook’em Horns) and even sartorial such as rally caps, foam fingers and Hawaiian team shirts is encouraged, expected, and a 

vital component of consumer behavior and decision making. The appropriate legal limitation depends on many factors. 

First Amendment scrutiny begins with a public v private sector analysis. Is the stadium restricting a fan’s speech a “government 

actor? (Burton v Wilmington Parking Authority, 1961) A person’s First Amendment freedom of speech right is a right from 

government limitation. Private actors have the right to limit speech. (e.g. Yankee fans are not welcome in my house when I watch 

my pathetic New York Mets play) 

Whether a stadium on a private college campus, a stadium on a public college campus or a publically funded stadium of a 

professional team is a government actor subject to constitutional free speech constraints is still a matter of legal debate  

(Brentwood Academy v Tennessee Secondary School Athletic Association, 2001). 

3 COLLEGE SPORTS 

Public Universities are state actors bound by the First Amendment. The Island Federal Credit Union Arena. Home to the men’s 

and women’s basketball teams of Stony Brook University is constrained in their regulation of fan speech under established First 

Amendment limitations. (Crue v Aiken, 2004) Private Universities are not bound in the same way by First Amendment 

limitations. They have broader latitude in enforcing speech codes. Even schools participating in the same NCAA conference 

such as Duke University and North Carolina State University have differing rights to enforce limitations on speech in their stadia. 

(Wasserman, 2006) 

Whether through NCAA recommendations, school administrators’ recommendations or attorney generals’ assurances of legal 

compliance, Codes of Conduct limiting fan or student speech on public college campuses rarely survives First Amendment 

challenge. (Gewolb, 2019) 

Attempts to regulate fan civility and good conduct are most successful when they are voluntary. Examples of coaches personally 

taking the microphone asking for crowd conduct modification is not uncommon. From Bobby Knight (yes I appreciate the irony) 

to Roy Williams, coaches, players and public address announcers have pleaded for better fan behavior. (Norlander, 2016) 

A creative argument to regulate fan speech in a public arena is the captive audience argument. Fans are unwilling listeners with 

limited options to avoid objectionable speech. The government therefore has an interest and additional rights to control and limit 

the speech a captive audience listener is subjected to (Hill v Colorado, 2000). 

The captive audience argument has been construed very narrowly by the courts. It is unlikely fan speech that is not within one 

of the established categories of speech not protected under First Amendment analysis would be analyzed differently (Snyder v 

Phelps, 2011). 

4 PROFESSIONAL SPORTS 

Somewhere in between publicly owned  facilities and privately owned facilities lies the very common hybrid of privately owned 

and operated professional sports teams playing in facilities that are publically owned or publically subsidized. (Stepman, 2017) 
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The subsidies vary from tax breaks to land donations to infrastructure costs. (Ballparks, n.d.) This private-public hybrid is the 

subject of complex “state actor” analysis for First Amendment application. 

Yankee Stadium was found to be a “state actor” when the Yankees attempted to ban females from the clubhouse. The court 

applying the Symbiotic Relationship Test ruled the necessary symbiotic relationship existed between the public and private 

entities because of the public funds used to fund stadium construction and the city’s funding and role in stadium upkeep. (Ludtke 

v Kuhn, 1978) 

A second “state actor” test utilized by some courts is the Public Function Test. Is the private entity exercising powers that are 

traditionally exclusively reserved for the state? (Wolotsky v Huhn, 1992) The partnership that owned the Cleveland Indians, 

Gateway Economic Development, was found to be a state actor in its operation of a sidewalk outside the stadium, Jacobs Field. 

So when it limited fan speech by prohibiting protests on the sidewalk, a violation of free speech rights was found by the federal 

court. (United Church of Christ v Gateway Economic Development Corp., 2004) 

5 FAN CODES OF CONTRACT 

If the “state actor” status is met and constitutional protections attach, only content neutral restrictions will survive constitutional 

challenge. Restrictions on both profane speech and sexual innuendo have been held as protected speech by the U.S. Supreme 

Court. So, prohibiting “Fuck Duke” fan speech at the University of Maryland is no more likely to survive a First Amendment 

challenge as “Fuck the Draft.” (Cohen v California, 1971) In 2017 the United States Supreme Court reaffirmed that there is no 

hate speech exception in the First Amendment. Racially disparaging hate speech is not unprotected speech. (Matal v Tam, 2017) 

Content neutral restrictions by stadia if not overbroad may be enforceable. A balancing of interests test could find a ban on signs, 

regardless of what the sign says, may be enforceable. The theory being if your sign substantially impedes my view of the game 

it is a reasonable limitation. 

Whether language on a purchased ticket or signage at the ticket booth or website amounts to a contract, adhesion or otherwise, 

is legally unclear. Limiting contract language that gives up First Amendment is questionable at best. 

Rules of conduct prohibiting disruptive behavior or for safety reasons such as throwing objects or running out onto the playing 

field are routinely enforced and either go unchallenged or are upheld during legal challenges.  A North Carolina Appeals Court 

upheld the lifetime ban imposed on a fan who sexually harassed UNC soccer players and athletic department employees. (Press, 

Greensboro.com, 2014) 

6 CONCLUSION 

Teams who attempt to insulate players from fan criticism have many alternatives that do not violate constitutional protections. 

NBA and College basketball fans are encouraged to participate in the action more than many other sports because of their 

proximity to the court, bench, and players. As additional netting is installed at baseball stadia and glass boards and protections 

are expanded at hockey arenas, basketball remains the most vulnerable due to the fan-player proximity. The Raptors and Knicks 

at the same time seek to monetize Drake and Spike Lee while regulating the behavior of fans who are sold alcohol and provided 

with accommodations close enough to touch players and coaches. 

Limiting fan access to devices which enhance the volume of their cheers/jeers and their physical access to the participants is a 

more constitutionally feasible approach to avoiding many of the Russell Westbrook, James Dolan and Mark Stevens, the Golden 

State Warriors minority owner who pushed Toronto Raptor’s Kyle Lowry during Game 3 of the 2019 NBA Finals conflicts.. 

(Golliver, 2019) While fans hurling insults at players from the stands has been a part of fandom since the beginning of 

spectatorship, it has only recently become a safety and legal issue. 

The inadvertent consequence of creating fan-friendly close to the action experiences is the physical proximity that creates an 

interrelationship that is not always favorable. Getting fans more involved in the action and creating a closer relationship between 

fans and players to sell more tickets, sponsorships, and merchandise has resulted in a dynamic that has sometimes also had 

unanticipated negative, inflammatory, cultural and legal results. 
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ABSTRACT 

Dispute between various parties over appropriation of rent is common in creative industries such as the music industry. As we 

move from a manufacturing-based to a knowledge-based global economy tacit and intangible knowledge will play an increasingly 

important role in the future. The possibility of conflict among various parties over revenue sharing, as has occurred repeatedly 

in the music industry, may become more prevalent. This paper presents a case study of a dispute that pitted world renowned 

musician and songwriter Paul McCartney against Sony/ATV music.  It also highlights other cases of litigation brought by 

authors/artists against record companies to track the development of legal precedent and to consider how legal interpretations 

across borders may fare in the future.  

 

Keywords 

Copyright law, artists rights, Paul McCartney, record companies 

 

1 INTRODUCTION 

Music represents a major global industry that brings people across borders closer together. It is therefore not surprising to find 

young musicians striving to be heard by as many people as possible as quickly as they can so as to establish themselves in the 

music industry.  As a result, they routinely sign licensing agreements with well-established record companies which often provide 

a disproportionate share of the profits to the record companies at the expense of the artists. An example of this situation was 

when Jerry Siegel and Joe Shuster as young men signed over in 1938 all of their rights to the Superman character to DC Comics 

for $130.00 along with promises of unspecified future work (Jassin, 2010). This situation of unfair sharing of revenues between 

author and publisher has existed for a considerable period of time.  It represents a fundamental difference in social viewpoint 

between whether the artist has natural rights to their work or whether these rights are statutory in nature and may be assigned by 

government as it is sees fit to benefit society (Dawson, 1982). 

From a business perspective it is not a surprise that a publisher or record company would seek as large a share of revenues as 

they can from signing a new artist to a contract.  No one, not the artist nor the record company can predict whether a song or 

other creative work will become commercially successful over time (Field, 2011).  Prudence dictates that costs be kept as low as 

possible and the revenue sharing between record company and artist must be tilted, at least initially, in favor of the record 

company or it will not be able to sustain its activities. The question is how long this imbalance should persist, particularly when 

the artist becomes successful and the publisher or recording company has a successful track record with which to plan future 

releases.   

Given the great volume of popular recorded music produced and sold world-wide since the 1960s, this inequity became apparent 

to many in the arts community who used their political voice to be heard by the US Congress. As a consequence, a redress of 

this situation was included in the 1976 version of the US copyright law that had been last amended in 1909.  Congress saw fit, 

in this amended version to provide authors with the ability to terminate licensing agreements signed when the authors were young 

and struggling after what Congress considered to be a reasonable period of time. Section 203 of the act was written with two 

different criteria for determining when termination may be applied to existing licenses; one for pre-1978 publications and the 

other for post-1978 publications. 

Despite this change in the law, while authors have attempted to avail themselves of this license termination right, record 

companies have either ignored it or sued artists when they exercised it for breach of contract.  An additional complication in the 

attempt of authors to seek contractual relief under the 1976 Act has been the fact that many popular artists since the 1960s were 
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British while many record companies were either US based or had become subsidiaries of American companies. The resulting 

confusion concerning where legal action should be taken has further muddied the legal waters.  Indeed, the matter of which 

country’s copyright law should govern adjudication was particularly salient since copyright laws are fundamentally different 

between the US and the rest of the world.  The US has taken a user’s rights approach from an early juncture in the 19th century 

while Europe has followed an artist’s rights approach.  Although there has been a harmonization of approaches over the past 40 

years, there are still marked differences between the various parts of the world.  

2 THE 1976 COPYRIGHT LAW 

It is pertinent to consider some details of the 1976 copyright law to see how this has impacted the recent search for author rights. 

The 1976 law has two different sets of criteria that it sets forth to determine when and if rights termination may be granted 

depending on when a work was published (Stern and Yates, 2013). 1978 is considered a watershed year as the two different 

approaches are applied to pre-1978 works as compared to post-1978 ones.  If a song publication occurred before 1978, the author 

may terminate copyright no sooner than fifty-six years after publication.  The pre-1978 works have a total copyright protection 

of ninety-five years. Thus, if a copyright holder, including the estate of the author, terminated after fifty-six years, the estate 

would have the copyright back for thirty-nine more years (Field, 2011). There are a number of detailed filing requirements as to 

when notice must be given and if these are not followed to the letter of the law termination will not be granted. Some experts 

have made the point that the reason the law is so nettlesome regarding the matter of timing of notices was that it was a concession 

to the recording industry since they didn’t want copyright terminations to exist at all (Sieman, 2018). 

In addition, there is a five-year window to file allowing a filing anytime within this period will be legally acceptable. If this 

window is missed, then termination will likely be deemed invalid (Weiman, DeFrancis, and Kronstadt, 2012). In addition, the 

author must file not earlier than ten years before nor later than two years before the termination window opens.  To use some 

actual dates, let us presume that a song had a June 1, 1960 publication date.  That would mean that the window to terminate 

would open on June 1, 2016.  The author could file on June 1, 2006 but not later than June 1, 2014. In the case of pre-1978 works 

with multiple authors or heirs, any one of the rights holders could terminate their share independently (Weiman, DeFrancis, and 

Kronstadt, 2012). 

In the case of post-1978 works, the time period is different. For works published after 1978 it would take only thirty-five years 

after the publication date for the termination right to arise. The filing details would be the same as in pre-1978 works.  That is, 

an author may file no more than ten years ahead of the termination date and no less than two years ahead.  Thus, a work published 

in 1980 would have its termination window open in 2015 and notice would need to be given between 2005 and 2013. An 

additional important difference between pre and post-1978 works is that in order to terminate post-1978 copyrights a majority of 

the rights holders must agree to terminate. 

3 STRATEGIES CONCERNING AND COMPLICATIONS WITH TERMINATION 

Although, the change in the 1976 law was decidedly in favor of authors, publishers could still be able to salvage some benefits 

around a termination event.  Since there is a waiting period of at least two and as much as ten years between when notice is given 

and when termination becomes effective, the publisher could offer new terms to the author or heirs to secure the work going 

forward.  Heirs might not wish to engage in the administrative work involved with licensing a work or works and may accept a 

potentially lesser total amount from a publisher in order to get something out of it.  The publisher may see the worth of re-

negotiating and taking a lesser amount of a known work’s revenue stream. Publishers may also take advantage of termination of 

works formally held by other publishers because they complement or complete catalogs of works by composers that they already 

have under license.   

There are other factors that have affected the real world of termination of copyright including the already mentioned circumstance 

that a British author may have a rights assignment with a US based record company.  The termination right in the 1976 law 

applies only in the US.  It does not affect the rest of the world.  If a publisher were assigned the worldwide rights to a song, the 

1976 law permits termination only for the US rights.  However, if a songwriter had signed away his termination right in the 

contract with a record company, the 1976 laws restored this right since in the US copyright law always supersedes contract law. 

Thus, the termination right could not have been revoked by the record company nor signed away by the author (Tysver, 2018). 

If a work fit under the work-for-hire rubric, then the license could not be terminated by the author since the employer, often an 

entertainment company, held the copyright.  This has often been the case with a song written for a movie.  An example of this 

circumstance would be a songwriter working on staff at the Disney company, one of the largest creators and producers of this 

type of entertainment.  In this case, the songwriter would be considered a studio employee and any songs that he wrote would be 

a work for hire and treated as such under the 1976 Act.  
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While the circumstances for termination associated with music publishers and movie companies is clear, the situation with record 

companies is anything but. A small provision in the massive 1,740 page 1976 Act deemed sound recordings as works-for-hire 

and thus ineligible for copyright reversion. Although Congress agreed to reword the provision, the current status of sound 

recordings as works-for-hire remains an open question (Christman, 2017). The question of whether works-for-hire applies to all 

recordings will be settled, as with other aspects of copyright law in court.  Since the stakes are so high for both recording artists 

and record companies, very few cases have made it to court but instead have been resolved privately with gag orders in place to 

prevent the parties from divulging details of the settlements reached.  To this point, very few artists nor record companies have 

wished to fight it out in court since whichever side loses will create legal precedent which will govern the contracts of thousands 

of artists for the next 30 years (Christman, 2012).   

Even though an author may be successful in regaining the rights to his original song, the rights and revenues associated with any 

derivatives already made, such as sound recordings would belong to the music publisher.  For example, revenues accruing due 

to any mechanical licenses granted by the publisher would solely be for the music publisher and could not be terminated by the 

author. However, after successfully terminating the rights grant the author may authorize new derivative works (Caplan, 2012). 

4 PAUL McCARTNEY VERSUS SONY-ATV MUSIC COMPANY 

A recent US court case involving two giants of the popular music business; Paul McCartney and Sony-ATV Music serves as a 

good example of the way many of the points discussed above regarding termination have been used in the real world.  This case 

also highlights the difficulty for authors to regain their rights even for one of the most famous authors in the world over the last 

fifty plus years.  Paul McCartney and John Lennon wrote their own material from an early juncture of the Beatles and their first 

single “Love Me Do”, released in 1962, was assigned to the UK publisher, Ardmore & Beechwood Ltd. (Gorder, 2017). 

However, the pair learned quickly about the importance of protecting their intellectual rights. Thus, in their first album in 1963, 

“Please Please Me”, all of the Lennon & McCartney songs were assigned to Northern Songs. Northern was held by Lennon and 

McCartney, each with a 20% minority interest while the remaining 60% was held in approximate equal portions by Dick James 

Music and a company controlled by Beatles manager Brian Epstein (Gorder, 2017). Many of the Lennon & McCartney songs 

were registered with US Copyright Office between 1963 and 1970.  Songs such as “Can’t Buy Me Love”, “Yesterday” and “Hey 

Jude” as well as a number of other songs were all registered with the US Copyright Office.    

In 1969, Northern Songs was sold to ATV Music. Subsequent to this sale, McCartney, in the process of writing and recording 

songs with Michael Jackson, mentioned to Jackson the value of copyrights in general and of the Beatles catalogue in particular.  

Jackson, in 1985 subsequently purchased ATV Music in order to own the licenses for the Beatles catalog of songs with a winning 

bid of $47.5 million at the same time denying McCartney’s lower bid (Gorder, 2017). In 1995, Jackson sold 50% of his interest 

in ATV to Sony for $100 million.  Upon his death in 2009, his remaining 50% interest in ATV, now owned by his estate, was 

sold to Sony for $750 million leaving Sony/ATV (SATV) as the sole owner of the Beatles catalog (Gorder, 2017). 

However, subsequent to the assignment of McCartney’s rights and prior to Jackson’s passing, the aforementioned 1976 Copyright 

Act became effective in 1978.  As was previously discussed, this change permitted authors to terminate the license held by the 

publisher should they wish to do so. Copyright protection of pre-1976 Act was for an initial period of twenty-eight years plus a 

renewal of twenty-eight years for a total of fifty-six years from publication.  Since Love Me Do was copyrighted on Oct. 5, 1962, 

the earliest date that it could have been terminated was Oct. 5, 2018; fifty-six years after the initial copyright. Although the 

Beatles catalog is old by popular music standards it is still relevant to listeners as can be seen by the fact that the top ten Beatle’s 

tracks on Spotify had more than twenty million plays in 2017 (Hatschek, 2017).When this play amount is combined with world-

wide derivative uses including film, TV and ads, the total revenue stream is considered to be in the tens of millions of dollars a 

year in publishing revenue (Hatschek, 2017). 

  As previously mentioned, the 1978 Act is specific in terms of the time window that was open for the notice of termination to 

be served. In McCartney’s case it was no sooner than Oct. 5, 2008 and no later than Oct. 5, 2016.  In fact, he did serve notice on 

Oct. 5, 2008 for the Beechwood assignment and continued filing for the rest of the 250 odd songs in the catalog until 2016; 

corresponding to the last Beatle’s songs written in 1970 (Gorder, 2017). During this eight-year period of notice filing, McCartney 

never heard back from SATV either in terms of acknowledgment of the notice filings or in terms of SATV’s intention as whether 

they intended to comply with or resist the termination order. 

5 DURAN DURAN AND SATV 

However, at the same time McCartney was filing his termination notices another termination action involving SATV was also 

playing out.  The British 1980s band Duran Duran had also filed for termination of their rights against a British publisher, 

Gloucester Place Music Ltd., which was a subsidiary of SATV and had been denied by them. The 1976 US Act permitted authors 

publishing works after 1978 to terminate after 35 years and this coincided with a 2016 termination notice window. Furthermore, 

Gloucester Place sued the band for breach of contract in British court making no mention of the US law. In addition, Gloucester 
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Place stated that the contract with the band had a no termination of rights clause which prevented the band from terminating 

under any circumstances. The band, however, claimed that US copyright law superseded contract law and so they should be 

permitted to terminate, particularly since Gloucester Place was a subsidiary of the American company, SATV. 

On Dec. 12, 2016 the British court disagreed stating that Duran Duran couldn’t exercise termination rights because the original 

publishing agreements were subject solely to English law and did not explicitly refer to US termination rights (Brachmann, 2017).  

The court further found that the band did not submit admissible expert evidence on applicable US law.  This lack of evidence 

weakened the band’s argument that a US court would not allow a claim for damages for breach of contract because the statutory 

termination right superseded the contractual right. As a result, the court ruled for the plaintiff, Gloucester Place while invalidating 

the termination. The case was appealed and currently the appeal has not been adjudicated (Gorder, 2017). 

Just prior to the decision, SATV CEO Martin Bandier, emboldened by what he perceived to be an impending legal victory 

indicated to McCartney’s legal representatives that it would use the decision against him.  This conversation along with other 

correspondence stimulated McCartney to act and he contacted SATV on Dec. 21, 2016 to ask that SATV clarify its position 

regarding the termination notices which had been previously sent as well as their position on whether the notices would cause 

SATV to make a claim against him.  On Jan. 9, 2017, SATV legal counsel informed McCartney that SATV would provide no 

assurance that they would not follow the Gloucester Place decision and that since the appeal was in process it was premature to 

discuss hypothetical actions. 

On Jan. 18, 2017, McCartney filed a lawsuit in the US District Court, Southern District of New York against SATV pursuant to 

section 203 of the Copyright Act of 1976 seeking determination that the statutory termination right superseded a contractual 

right. On March 13, SATV filed a motion to dismiss stating that since the Gloucester Place case was still pending it was too soon 

to judge in this case.  SATV went on to say that UK law should apply since the songs were written by UK citizens, in the UK 

and were licensed by a UK company.  McCartney continued to insist that US law should be the basis for a decision in US court. 

On June 30, 2017, the announcement was made that the suit was settled out of court and the parties jointly requested that the 

action be dismissed. 

Many observers were disappointed in the settlement since the legal precedent that a resolution of this case was likely to set would 

have had a great effect on the whole subject of termination rights (Gorder 2017, Cullins, 2017). The Gloucester Place suit 

however, is still unresolved and although lacking the cache of a former Beatle, will still likely create a legal precedent that will 

affect many English bands whose work is just now coming into the termination window.  The prospect for further harmonization 

of copyright law, especially between a post-Brexit U.K. and the US may well hang on this outcome. That is, the ability for 

English bands to terminate their contracts with record or publishing companies that at one time were English but are now 

American may increase over time as the world, particularly the western world, grows closer together both economically as well 

as statutorily.  The almost free flow of capital and talent will demand equal treatment in order for progress to ensue.  

As a final postscript to the benefits of the 1976 law, at least to authors, it can be reported that it permitted Jerry Siegel’s heirs to 

terminate the contract with DC Comics and reclaim their rights. 

6 CONCLUSION 

This paper illustrates how rulings from courts, even from the same cultural and legal tradition, can interpret copyright laws 

differently. Such differences in judicial pronouncements across borders can significantly affect the income of an artist and the 

revenue stream of a publisher. As the global economy is being increasingly driven by advances in knowledge that are tacit in 

nature, we may witness more legal disputes that may be settled in different ways in different countries. Business leaders should 

work proactively toward establishing a new international convention or protocol to resolve such disputes. However, the recent 

spate of election of victories by populist leaders in Italy, Hungary, Poland, Mexico and the US and the resultant rise in 

protectionism does not bode well for the prospect of such a global convention/protocol. While this paper does not proffer any 

roadmap for solving potential vexing problems, it is hoped that this paper creates an awareness among practitioners and policy 

makers to start thinking about creating a framework for revenue sharing in creative and knowledge intensive industries. 
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ABSTRACT 

This paper describes elements of a multi-faceted, multi-year project undertaken by Finance professors at a school of management 

at a medium-sized, private liberal arts college. The goal of the project was to simultaneously support faculty in other departments 

in the school in their efforts to impart an inter-disciplinary education to their students, while also improving the broad skills-

based knowledge that students with an emphasis in finance would receive.   We discuss the extension of existing classes to 

incorporate an enterprise perspective across the curriculum, and the introduction of new classes, some with an experiential 

approach, to reinforce finance concepts and critical thinking skills among the student body. 

 

Keywords 

Inter-disciplinary, experiential learning, critical thinking 

 

1 INTRODUCTION 

Educating business students to compete effectively in the modern economy presents unprecedented challenges. Whereas in the 

past it may have been sufficient to prepare students for a career in a single discipline, such as marketing, human resources, or 

finance, in the truly global economy of the 21st century it is imperative that graduates have a holistic view of management, and 

have an adequate grasp of multiple areas of business in order to be able to add value in a world that demands nimbleness, 

competitiveness and an intense focus on delivering value, in its many forms, to customers (Jacob, 2015).  

 

There are a number of innovative approaches to business education, including the use of management simulation games and 

business imitation games (Zieba, 2014). In particular, encouraging students to complete assignments that draw on their own 

experiences can be effective (Bain, 2004).  

 

This paper describes elements of a multi-faceted, multi-year project undertaken by Finance professors at a school of management 

at a medium-sized, private liberal arts college. The goal of the project was to simultaneously support faculty in other departments 

in the school in their efforts to impart an inter-disciplinary education to their students, while also improving the broad skills-

based knowledge that students with an emphasis in finance would receive. 

 

2 MULTIDISCIPLINARY COURSES 

The college introduced a First-Year Seminar program to foster multidisciplinary education across all schools. The finance faculty 

developed an offering, The Wonderful World of Disney, to introduce students to the complexities of managing a multi-national 

corporation. Students were exposed to stakeholder theory, exploring issues that faced executives, workers, and customers, as 

well as other interested parties such as local government officials involved in zoning and other issues related to the development 

of theme parks. In particular, the ethical implications of providing tax and other incentives to lure a potential employer to a 

municipality were considered by students.  

 

One element of the Disney course required students to examine existing Disney theme parks and then to develop a business plan 

for a new theme park in an unserved region of the world. Students had to explore the varying legal, political, social and cultural 

norms in countries as diverse as the United States, France, China and Russia. This exercise was found to be especially 

enlightening for students, whose global perspective on business benefited from the design process they went through and the 

feedback they received (Gentile, 2010). 

For Junior and Senior finance students, we developed several experiential learning courses intended to bridge the gap between 

the academic and the “real world”, and to help our students develop the practical skills required to excel in a modern investment 
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environment. These courses are particularly well-suited to contributing to the development of students’ critical thinking skills 

(Hamilton, 2011). One such course is the Greystone Equity Fund class, in which students are tasked with managing a portion of 

the college endowment. This student-managed fund class has, like many of its peers, proven very effective in engaging students 

(Mallett, 2010). In structuring the class, we built on Kolb’s model of learning, which describes the four phases participants must 

go through for an experiential program to be effective. These are concrete experience, reflective observation of the new 

experience, abstract conceptualization and active experimentation (Kolb, 1984; Mayenfisch-Tobin, 2014). Students examine the 

fund’s existing holdings, perform stock screening to identify potential new investments, perform research on the new firms, and 

analyze the fund’s performance over time. The feedback from students and employers is that the course is very effective at 

engaging students and helping develop their knowledge of the financial markets, and their ability to make decisions with 

incomplete information. 

 

Most of the students in the student-managed fund class take part in a Splash program, in which middle-school and high-school 

students come to college campus for a day of classes taught entirely by college undergraduates. The college students teach finance 

classes, and their own education benefits from the experience, as they are forced to consider how to articulate concepts that they 

previously learned. 

 

For non-finance students, we developed several modules to support the Capstone project. Employing Financial Analysis in any 

type of research is a skill that needs to be developed. Upon viewing many Capping presentations, it became evident that many 

students made business suggestions without considering the costs involved and whether the corporation would be able to cover 

those costs. Due to this perceived weakness in the existing program it became incumbent upon the faculty to address the need to 

develop students’ finance skills.  

 

Utilizing the methods developed through the Investment Analysis class and other contributing text (Revsine, 2017), we developed 

a video, explaining the steps and methods to be used to financially analyze a firm. The video was posted for students to view at 

their leisure, and it covered the following topics: Income Statement Analysis, Balance Sheet Analysis, Cash Flow Analysis and 

Ratio Analysis. Within each of these modules, we explained the analysis of each section of the financial statement, the factors 

that needed to be analyzed and the potential variances that needed to be researched and explained. After watching the video 

students became more analytical in their explanation of the variances rather than just stating the obvious changes that had 

occurred. For example, rather than saying the revenues from Ford Motor Corp. grew by 4.25% from 2016 to 2017 and 3.90% 

from 2017 to 2018, they were able to explain which geographic areas contributed to the changes and the specific model of 

automobile which produced the greatest or least amount of growth. 

 

Another program we initiated to enhance the curriculum at the school is the Data Modeling for Business course, created in 2017 

to enable students to utilize Excel and its many tools in their academic studies. The course begins with the basic Excel functions 

but quickly moves into utilizing Excel’s auditing tools, finance functions, three dimensional formulas, Pivot tables, Power Pivot 

and Power View. Eventually the class covers the summarization and use of statistical calculations. Students learn to access 

financial information and import the data into Excel for analysis and use for financial projections, allowing them to eventually 

reach a financial decision on the outstanding issues for the firm. 

 

The final course created to expand the knowledge of the student body is Financial Literacy, which was developed to give insight 

to students on the financial issues that will face them throughout their lives. Beginning with Budgeting, Banking and Credit we 

move on to topics such as Mortgages, Car Loans, Estate Planning, Taxation and Investments. The program was originally taught 

on the ground but has been developed as an online course open to all students in the college.  

 

3 CONCLUSION 

Although each course has its own learning objectives, and ideally is tailored to a specific student cohort, adopting a multi-faceted 

approach to business education can foster a holistic and effective learning experience that will help to ensure students are well 

prepared for the knowledge economy. While the feedback from students and faculty is that the revisions to our syllabus have 

improved student engagement and learning outcomes, we realize that process improvement is itself a process, and that continuous 

monitoring and revision is worthwhile.   
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ABSTRACT 

The maternal outcomes of pre-term birth (PTB), maternal mortality (MMR) and infant mortality (IMR)   have created great costs 

to individuals and society at large. PTB is when a baby is born too early, before 37 weeks of pregnancy have been completed. In 

2017, the incidence of PTB in the United States was 9.93% (“CDC - National Center for Health Statistics”, 2017).  The estimated 

annual cost is 26.2B.  MMR is defined by the World Health Organization (WHO) as "the death of a woman while pregnant or 

within 42 days of termination of pregnancy, irrespective of the duration and site of the pregnancy, from any cause related to or 

aggravated by the pregnancy or its management but not from accidental or incidental causes.” The rate or MMR in the United 

States is 26.4 per 100,000 birth which leads the industrialized world. It is estimated that the cost of maternal mortality is in the 

billions of dollars which is attributable to the care of preeclampsia and maternal hemorrhage.  Infant mortality is the death of an 

infant before his or her first birthday.  The rate of IMR in 2017 was 5.8 per 100,000 births. (“Central Intelligence Agency World 

Fact Book”, 2017). It is estimated that preterm/low birth weight infants (those most vulnerable to IMR) stay in the hospital 6x 

longer and cost 25x more than uncomplicated newborns. (Blatt, 2012)  It is the objective of this study to look at social and 

economic factors within each state of the United States (including Washington DC) that contribute to the rates of PTB, MMR 

and IMR in an effort to inform policy that will reduce their incidences. 

 

For all three outcomes, it was found that the most significant factors were the percentage of Black people within the state and the 

human development index (HDI).  Additionally for infant mortality, the states with higher percentage of population being foreign 

born had lower rates of IMR. 

 

It is the goal that these results could make states review how they treat their minorities and concentrate on closing the health gaps 

in outcomes of their diverse populations. Also states should increase their state HDI which could be accomplished by the funding 

of education, supporting healthcare policy that will increase life expectancy and offering incentives to organizations that will 

increase the state GDP and the number of jobs.   

 

Keywords 

Preterm birth, maternal mortality, infant mortality, social-economics of maternal health 

 

1 INTRODUCTION 

The maternal outcomes of pre-term birth (PTB), maternal mortality (MMR) and infant mortality (IMR) have created great costs 

to individuals and society at large.  

 

PTB is when a baby is born too early, before 37 weeks of pregnancy have been completed. The earlier a baby is born, the higher 

the risk of death or serious disability.  According to the March of Dimes Global action report, PTB rates are on the rise in most 

countries.  It is now the single most important cause of neonatal deaths (babies under 28 days) and the second leading cause of 

death in children under age 5.  In 2017, the incidence of PTB in the United States was 9.93% (“CDC - National Center for Health 

Statistics”, 2017).  The estimated annual cost is 26.2B.  Inpatient and outpatient care for PTB cost an estimated $32,325, which 

is ten times the cost of term infants ($3,325). (“Institute of Medicine”, 2007)   

 

MMR is defined by the World Health Organization (WHO) as "the death of a woman while pregnant or within 42 days of 

termination of pregnancy, irrespective of the duration and site of the pregnancy, from any cause related to or aggravated by the 

pregnancy or its management but not from accidental or incidental causes.”  The rate or MMR in the United States is 26.4 per 

100,000 births which leads the industrialized world. It is estimated that the cost of maternal mortality is in the billions of dollars.  

The estimated cost of care for mothers with preeclampsia (one of the top causes of MMR) can cost 1 billion dollars while post-

partum hemorrhage (risk factor of MMR) cost California 210 million dollars (Montagne, 2017)  

mailto:kh288@njit.edu
mailto:michael.a.ehrlich@njit.edu


  

Northeast Business & Economics Association Proceedings 2019  105 

 

 

 

Infant mortality is the death of an infant before his or her first birthday.  The rate of IMR in 2017 was 5.8 per 100,000 births. 

(“Central Intelligence Agency World Fact Book”, 2017). The cost of infant mortality is mostly attributable to the cost of treating 

the complications of PTB and low birth weight (LBW) infants.  In the state of Oklahoma, PTB/LBW births accounted for 8% of 

all births but 47% of the costs of births.  Preterm/LBW infants stay in the hospital 6x longer and cost 25x more than uncomplicated 

newborns. (Blatt, 2012)   

 

Given the cost of maternal outcomes,  it is the objective of this study to look at social and economic factors within each state of 

the United States (including Washington DC) that contribute to the rates of PTB, MMR and IMR in an effort to inform policy 

that will reduce their incidences. 

 
2 METHODS 

All data was collected for each state from the years of 2013 to 2017.  We collected the percentage rates of PTB for every state. 

This information was provided by the Center of Disease Control (CDC) website (“Centers for Disease Control and Prevention”, 

2017).  MMR data was collected from the America’s Health Ranking website and the pew research website. (“Centers for Disease 

Control and Prevention”, 2017; Ollove, 2018)  IMR data was collected from the CDC website. (CDC - National Center for Health 

Statistics”, 2017) Social and economic variables that were collected for each state were: per capita income, state unemployment 

rate, poverty rate, percentage of population college educated, human development index (HDI), population density, percent 

population of African descent (Black), percent foreign born, GINI coefficient and Medicaid expansion.  HDI is a measure that is 

used by the United Nations to assess the level of development within societies.  HDI calculation consists of life expectancy, GDP 

and education (expected years of schooling and mean years of schooling for adults aged 25 or greater) within a geographic unit 

(Smits & Permanyer, 2019). The sources of the data points are located at the end of the document.  There were three regression 

models created where PTB, MMR and IMR were dependent variables and the social and economic factors were the independent 

variables.   SPSS 22 (Armonk, NY) was used for analysis.   

 

3 RESULTS 

The model for the PTB explained 74.1% of the response data variability (R2 =0.741, F (9,240) =76.34, p< 0.001). The factors 

that had the greatest impact were percentage population of African descent (β = 0.523, p< 0.001) and HDI (β = - 0.624, p< 0.001).  

This indicates that states with a higher percent Blacks have a higher incidence of PTB while those states with higher HDI’s had 

lower rates of PTB.    

 

The model for the MMR explained 22.8 % of the response data variability (R2 =0.228, F (9,230) =7.5, p< 0.001).  The factors 

that had the greatest impact on MMR was percentage population of African descent (β = 0.255, p = 0.001) and HDI (β = - 0.197, 

p< 0.001).  Like PTB, the results indicated that states with a higher percent Blacks had a higher incidence of MMR while those 

states with higher HDI’s had lower rates of MMR.    

 

The model for the IMR explained 71.2% of the response data variability (R2 =0.712, F (9,239) =65.61, p< 0.001).  The factors 

that had the greatest impact on IMR was percentage population of African descent (β = 0.454, p< 0.001), being foreign born (β 

= -0.246, p< 0.001) and HDI (β = -0.434, p < 0.001).  This indicated that states with a higher percent Blacks have higher rates of 

IMR while states with higher HDI’s and percentages of foreign born populations have lower rates of IMR.    

 
4 DISCUSSION 

Across the states within the US, the biggest factors that affected all birth outcomes of PTB, MMR and IMR were the percentage 

of Black people in the population and the HDI.  This is consistent with previous works.   

 

The results of the models in areas where percentage of Black population is higher there will be a higher rate of PTB, MMR and 

IMR.  According to the March of Dimes, Black women had a preterm birth rate that was 48% higher than that of White women. 

(March of Dimes, 2016).  According to the American College of Obstetricians and Gynecologists, Black women are three to four 

times more likely to die from pregnancy related complications when comparing to White women.  According to the NCHS data 

brief produced in 2011, Black women were 2.4 times more likely to experience the death of her infant within a year of the birth. 

 

In areas of high HDI, there are lower rates of PTB, MMR and IMR.   The results are consistent with a study by Ruiz et al that 

showed that when examining  HDI of countries there was a very strong positive correlation to MMR (rs(145) = 0.919, p < 0.001) 

and IMR (rs(145) = 0.935, p < 0.001). (Ruiz, 2015)  Another study that confirmed our findings was by Garcia-Tizon Larroca et 

al, who found that the odds of PTB before 37 gestational weeks were higher in the medium/low HDI group than the very high 

HDI group (OR 1.26, 95% CI 1.04–1.53; OR 1.35, 95% CI 1.02–1.79, respectively) (Garcia-Tizon Larroca, 2017) 
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5 CONCLUSIONS 

The results further reinforce the relationship between socio-economics and health.  It is the goal that these results could inform 

state policy.  It is the hope that these results could make states review how they treat their minorities and concentrate on closing 

the health gaps in outcomes of their diverse populations. States should also increase their state HDI which could be accomplished 

by the funding of education, supporting healthcare policy that will increase life expectancy and offering incentives to 

organizations that will increase the state GDP and the number of jobs.   
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 ABSTRACT 

According to the Center of Disease Control, heart disease (HD) and diabetes (DM) are two of top 10 leading causes of death in 

the United States.   Heart Disease is the number one killer of Americans causing approximately 635,000 people which is higher 

than the number killed by cancer. Diabetes is the sixth leading killer in the US with approximately 85,000 deaths. (Center of 

Disease Control, 2017).  It is the objective of this study to look at these factors within each state of the United States (including 

Washington DC) that contribute to the rates of HD and DM in an effort to inform policy that will reduce its incidences.  All data 

was collected for each state from the years of 2013 to 2017.  In addition to collecting the state rates of HD and DM, we also 

looked at several socio-economic variables.  The factors that had the biggest impact in HD is foreign-born citizen (β = -0.344, 

p< 0.001), Medicaid expansion (β = 0.162, p< 0.001), GINI coefficient (β = 0.261, p < 0.001), population density (β = 0.154, p 

= 0.001 and percent college graduates within the state (β = -0.121, p = 0.024) and HDI (β = - 0.578, p< 0.001).  The factors that 

had the biggest impact in DM were Medicaid expansion (β = 0.146, p< 0.001), GINI coefficient (β = 0.183, p < 0.001), population 

density (β = 0.087, p = 0.018), percentage of state population being black (β = 0.220, p < 0.001) and HDI (β = - 0.772, p< 0.001).  

The results further reinforce the relationship between socio-economics and health.   

 

Keywords 

Heart disease, diabetes, human development index and health, GINI coefficient and health, socio-economics and health 

 

1 INTRODUCTION 

According to the Center of Disease Control, heart disease (HD) and diabetes (DM) are two of top 10 leading causes of death in 

the United States.   Heart Disease is the number one killer of Americans causing proximately 635,000 people which is higher 

than the umber killed by cancer. Diabetes is the sixth leading killer with approximately 85,000 deaths. (Center of Disease Control, 

2017) Not only do these diseases forces its victims and victim’s families to pay a monetary and emotional price, it also puts great 

cost onto society as a whole.     

 

HD is not only fatal, but for those who survive it can also lead to serious illness, disability, and lower quality of life. (Department 

of Health and Human Services, 2012) One of every 6 dollars of health care spending is spent on heart disease.  Heart disease and 

stroke cost the nation an estimated $316.6 billion in health care costs and lost productivity in 2011. (Department of Health and 

Human Services, 2012)  

 

On March 22, 2018, the American Diabetes Association released new research estimating the total costs of diagnosed DM have 

risen to $327 billion in 2017 from $245 billion in 2012.  The care required for treating DM and its complications accounts for 1 

in every 7 dollars spent in the health care system with cost of taking care of patients 2.3 times greater than non-diabetes patients. 

(American Diabetes Association, 2007; Tucker, 2013)   

 

Given the cost societal and personal cost of heart disease and diabetes, it is the objective of this study to look at these factors 

within each state of the United States (including Washington DC) that contribute to the rates of HD and DM in an effort to inform 

policy that will reduce its incidences. 

 

2 METHODS  

All data was collected for each state from the years of 2013 to 2017.  In addition to collecting the state rates of HD  and DM, we 

also looked at following socio-economic variables: per capita income, state unemployment rate, poverty rate, percentage of 

population college educated, human development index (HDI), population density, percent population of African descent 

(Black), percent foreign born, GINI coefficient (which measures the level of inequality) and Medicaid expansion.  HDI is a 

mailto:kh288@njit.edu
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measure that is used by the United Nations to assess the level of development within societies.  HDI calculation consists of life 

expectancy, GDP and education (expected years of schooling and mean years of schooling for adults aged 25 or greater) within 

a geographic unit (Smits & Permanyer, 2019). 

 

Two linear regression models were used where the percentage of HD and DM were the respective dependent variables and the 

social and economic factors were the independent variables.   SPSS 22 (Armonk, NY) was used for analysis.   

 

3 RESULTS 

The model for HD explained 62.6% of the variability of the response data (R2 =0.626, F (9,240) =44.6, p< 0.001).  The factors 

that had the greatest impact were percentage population of foreign-born citizen (β = -0.344, p< 0.001), Medicaid expansion (β = 

0.162, p< 0.001), GINI coefficient (β = 0.261, p < 0.001), population density (β = 0.154, p = 0.001 and percent college graduates 

within the state (β = -0.121, p = 0.024) and HDI (β = - 0.578, p< 0.001).  This indicates that states with higher HDI, percentage 

of college graduates and foreign born citizens have lower rates of heart disease while states with high GINI coefficients, 

population densities and Medicaid expansion tend to have higher rates of heart disease. 

 

The model for DM explained 76.4% of the variability of the response data (R2 =0.781, F (9,240) =86.1, p< 0.001).  The factors 

that had the greatest impact were percentage population of Medicaid expansion (β = 0.146, p< 0.001), GINI coefficient (β = 

0.183, p < 0.001), population density (β = 0.087, p = 0.018), percentage of state population being black (β = 0.220, p < 0.001) 

and HDI (β = - 0.772, p< 0.001).  This indicates that states with higher HDI have lower rates of DM while states with high 

percentage of Black people, GINI coefficients, population densities and Medicaid expansion tend to have higher rates of DM. 

 

4 DISCUSSION / CONCLUSION 

There is wealth of literature that have findings that are consistent with this study.  In Barquera et al., it was found that ischemic 

heart disease, ischemic stroke, and diabetes mellitus deaths showed significant negative correlations to the HDI. (Barquera, 

2016).  Sasagawa et al. did a study on the GINI index and found that the Gini index of the states was significantly and positively 

correlated to diabetes rate.  In other words, the higher the inequality in states the higher the diabetes rate mirroring what this 

study found. (Sasagawa, 2017).  The positive relationship with HD / DM and Medicaid expansion can be due to the fact that 

those states with expansion allowed more people to be eligible for Medicaid, which allowed more people to have increased access 

to primary and preventive care creating an environment where previously unreported illness can now be reported.  According to 

Myerson et al, there was a roughly 40 percent increase in the number of prescriptions filled for diabetes drugs in Medicaid 

programs of the 30 states (including Washington, D.C.) that expanded eligibility in 2014 and 2015, compared with prior years 

while states that didn’t embrace the Medicaid expansion saw no notable increase.  (Myerson, 2018).  The positive relationship 

between population density and heart disease that this study found was also found in a study by Chan et al, where he showed that 

areas in the lowest quartile of population density had a lower per 100,000 rate of heart disease (292.55) than those areas of in the 

upper quartile of population density (310.78). (Chan, 2015)  

 

The results further reinforce the relationship between socio-economics and health.  It is the goal that these results could inform 

state policy.  State governments can review and create initiatives and laws that will increase their state HDI.  Ways to do this 

would be to review ways to fund higher education, create healthcare policy that will increase life expectancy and establish 

incentives to businesses that will increase the state GDP and increase the number of jobs.  With the increase in job opportunities 

and more funding for higher education, the playing field would be created more equal and could be an effective way to decrease 

inequalities as measured by the GINI coefficient.  Also, states that have not expanded Medicaid should do so that more people 

can gain access to primary and preventative care.  States should also work with their local governments of high population centers 

to work on plans to increase their walkability which has been shown to reduce the prevalence of HD and DM.    
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ABSTRACT  

Social media has become a very effective platform for communicating with large audiences.  Research in the fields of psychology 

and behavioral finance/economics suggests that investors can be influenced by the sentiment of social media posts such as twitter 

messages.  In particular when it comes to financial markets, investors might be more swayed by financial market social media 

influencers (celebrities) and thus sentiment contained in the posts of such celebrities can impact financial markets.  This study 

investigated the relationship between celebrity social media sentiment and returns in the stock market and cryptocurrency market.  

Positive or negative sentiment was extracted from twitter messages of 100 celebrities using sentiment analysis, a natural language 

processing technique.  A daily time series of sentiments was then regressed against S&P 500, DJIA, Bitcoin and Ethereum daily 

returns to investigate the relationship between them.  Results indicate that celebrity social media sentiment are significant 

predictors of daily returns in both the stock market and cryptocurrency market.  Sentiments were a stronger predictor in the 

cryptocurrency market than the stock market and positive sentiments had a bigger impact on returns in both markets than negative 

sentiments.  Our findings suggest the potential for using celebrity social media sentiment in active trading strategies. 

Keywords  

Social media sentiment, sentiment analysis, stock returns, cryptocurrency returns  

1  INTRODUCTION  

The rapid growth of social media in the past decade has made it a formidable and effective means of communication and a 

platform for dissemination of information to large audiences.  Social media platform Twitter alone generates over 500 million 

tweets per day.  Twitter messages (tweets) have been used very effectively to influence public sentiment and opinion, case in 

point being the president of the United States, Donald Trump. 

 

There is abundant research in the field of psychology and behavioral finance that shows that sentiment and emotions, in addition 

to information, play a central role in human decision making (Dolan, 2002; Damasio, 1994; Kahneman & Tversky, 1979; 

Nofsinger, 2005).  Thus, there is reason to believe that social media sentiment can impact the financial markets.  This is supported 

by recent research (e.g. Gilbert & Karahalios, 2010; Bollen et al., 2010; Antweiler & Frank, 2004) extracting sentiment from 

social media posts/news articles and demonstrating its relationship to returns on an index such as S&P 500. 

 

In this study we explore the relationship between social media sentiment and stock market and cryptocurrency returns.  To the 

best of our knowledge ours is among the first studies to investigate the relationship between social media sentiment and 

cryptocurrency returns.  We also specifically focus on whether the sentiment contained in the posts of social media influencers 

(henceforth referred to as celebrities) impact stock and cryptocurrency market returns, as social media posts by celebrities tend 

to be influential and have a greater potential to impact markets.  There are very few studies that focus on celebrity social media 

sentiment (e.g. Zhang et al., 2017).  Thus, we contribute to this meagre literature by focusing on celebrity sentiment and 

cryptocurrencies that are less explored. 

 

2  LITERATURE REVIEW 

There is a fair amount of literature investigating the relationship between sentiment contained in news articles, blog posts and 

social media posts and stock market returns, but very little of it focuses on the influence of celebrities on financial market returns.  

There is no literature published in peer reviewed journals as of the date of this writing, that we are aware of, that investigates the 

relationship between sentiment and cryptocurrency returns, though there have been some conference presentations that we are 

aware of.  Thus, this research is still in its infancy. 
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Antweiler and Frank (2004) were among the first researchers to study the impact of Internet message boards on prices, spread 

and volume.  They concluded that the volume of messages predict realized volatility, and their effect on returns is statistically 

significant, albeit economically small, and the sentiments do not explain returns.  Da et al. (2015) focused on a market-level 

sentiment measure based on Internet search volume of households and found significant impact only on Index returns and not on 

overall market volatility.  Other studies such as Leung and Ton (2015) analyzed the Australian stock market using messages on 

another Internet forum called HotCopper, and Kim and Kim (2014) studied Yahoo message boards.  Bollen et al. (2010) analyzed 

mood in twitter feeds and found that it was predictive of changes in DJIA values.  Chauhan (2018) uses sentiment from posts on 

a social media platform called StockTwits and show that they are predictors of S&P 500 returns.  Nardo et al. (2015) provide a 

comprehensive survey on papers using Internet data to predict stock returns. 

 

Zhang et al. (2017) look at postings by celebrities on the Chinese social media platform Sina Weibo and find that postings from 

celebrities significantly predict stock returns, whereas postings from non-celebrities have no predictive power.  

 

3  RESEARCH QUESTIONS AND HYPOTHESES 

The research question we investigate is whether celebrity social media sentiments predict stock market and cryptocurrency 

returns.  Based on prior literature on sentiment and stock market returns and behavioral finance/economics theory we hypothesize 

that: 

H1:  Celebrity social media sentiment is a significant predictor of daily stock market index returns 

H2:  Celebrity social media sentiment is a significant predictor of daily cryptocurrency returns 

 

We reason that cryptocurrencies are more moved by market sentiment as their price movement depend less on economic 

fundamentals and tend to be more speculative and hence we hypothesize that: 

H3:  Celebrity social media sentiment will be a stronger predictor of cryptocurrency returns than stock market returns. 

 

4  METHODS 
 

Data 

We compiled a list of 100 social media influencers (celebrities) for stocks and cryptocurrencies from articles in financial websites 

such as forbes.com, thestreet.com and other financial and cryptocurrency blog sites.  These celebrities tend to be mostly star 

analysts, fund managers, CEOs etc. along with some main stream celebrities such as the president and some members of his 

cabinet.  Some examples of financial market social media influencers (celebrities) are Jim Cramer of the Street, Joe Wiesenthal 

of Bloomberg, and Jeffrey Gundlach of DoubleLine Capital.  We used Twitter as our social media platform as it is the most 

prolific when it comes to financial market related social media posts.  We extracted the most recent 10,000 tweets as of December 

31st 2018 using the keywords “Stock Market”, “cryptocurrency”, “Bitcoin” and “Ethereum”,  irrespective of whether they were 

from a celebrity or not, using the Twitter API and R software.  We then extracted the tweets of the 100 celebrities over the period 

2010 – 2018 for the stock market and 2017 – 2018 for the cryptocurrency markets.  We only used the recent two years of data 

for cryptocurrencies as they are relatively new and have become more popular in the past couple of years.  This resulted in a 

dataset of 51,853 tweets.  The purpose of the 10,000 tweet dataset was to build a robust classification model to classify the large 

number of celebrity tweets that we collected and also to use it as model for classifying future tweets.   

 

We collected daily S&P 500, DJIA, Bitcoin and Ethereum prices for the same period.  We also collected the Fed funds rate and 

the trading volume to use as control variables in our regression model.  Table 1 shows the summary statistics for the data used 

in the study. 

 

Table 1. Summary statistics 

 

 
Sentiment Classification Model 

We used the 10,000 tweet dataset described above to build our sentiment classification model.  The first step in building the 

sentiment classification model is to extract the sentiment (positive or negative) from the tweets in our dataset.  We preprocessed 

the 10,000 tweet dataset by removing stop words, special characters, etc. and tokenized the text.  We then used a lexicon based 

Number of tweets used to build classification model 10,000 

Number of celebrity tweets 51,853 

Mean daily S&P return (2010 – 2018) 0.049% 

Mean daily DJIA return (2010 – 2018) 0.051%  

Mean daily Bitcoin return (2017 – 2018) 0.3% 

Mean daily Ethereum return (2017 – 2018) 0.56% 
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approach combined with a manual approach to extract the sentiment of the tweets.  The lexicon based approach uses a prebuilt 

dictionary of sentiment words to extract the sentiment in the text.  We used the Loughran-McDonald sentiment lexicon as it is 

curated specifically for the finance domain and has been used extensively in prior literature (Loughran & McDonald, 2011).  We 

then checked and corrected the sentiment manually to get a robust training dataset.   

 

We then built several classification models (Naïve Bayes, Logistic Regression, Decision Tree, Support vector Machine and 

Random Forest).  We used 10 fold cross validation to avoid overfitting.  The random forest model achieved an accuracy as 

measured by the Area Under the Curve (AUC) of 82%.  We then used this classification model to classify the 51,853 tweets in 

the celebrity tweet dataset as positive or negative sentiment tweets. 

 

Regression Model  

Next, we created a daily time series of celebrity sentiments that can be paired with the financial time series data in a regression 

model to assess whether the celebrity tweet sentiments are a significant predictor of stock market returns and cryptocurrency 

returns.  The daily time series of sentiments was created as follows: on a day t, the sentiment assigned to that day is the class 

with the higher count of the two sentiments. For instance, if on December 05, 2018, we had 10 positive tweets versus 5 negative 

tweets, then that day was assigned a positive sentiment.  The sentiment was transformed into two dummy variables, positive (1 

– positive, 0 – otherwise) and negative (1 – negative, 0 – otherwise) which were used in the regression.  We used the Fed Funds 

rate and the trading volume as control variables in the regression.  The dependent variables were daily S&P 500 returns, DJIA 

returns, Bitcoin returns and Ethereum returns. 

 

5  RESULTS AND DISCUSSION 

Table 2 shows the results of the regression on the three dependent variables.  Positive and negative sentiment variables were 

statistically significant (p < 0.05) for the S&P 500 and DJIA daily returns.  The positive and negative sentiment variables were 

statistically significant (p < 0.01) for both Bitcoin and Ethereum daily returns.  The sentiment variables were significant even 

after controlling for the impact of interest rates and trading volumes on the returns.  The regression coefficients for the positive 

sentiment were higher than the regression coefficients for the negative sentiment across the board, indicating that the positive 

sentiment in the celebrity tweets had more of an impact on the returns than the negative sentiment.  This is consistent with prior 

literature which has found less of an impact for negative sentiment than positive sentiment (Chauhan, 2018).  The positive and 

negative sentiment regression coefficients for Bitcoin and Ethereum were larger than those for S&P 500 and DJIA and had a 

higher level of statistical significance suggesting that the celebrity twitter sentiment was more strongly associated with and had 

a greater impact on Bitcoin and Ethereum daily returns than S&P 500 and DJIA daily returns.  Thus, all of our hypothesis are 

borne out by our results.  

       Table 2. Regression results 
 

 
Note: * p < 0.1, ** p < 0.05, ***p < 0.01 

S&P 500 Returns 

Positive Sentiment 0.012** 

Negative Sentiment -0.0056** 

Fed Funds Rate 0.0097** 

Volume 0.0065* 

DJIA Returns 

Positive Sentiment 0.013** 

Negative Sentiment -0.0083** 

Fed Funds Rate 0.009** 

Volume 0.0076* 

Bitcoin Returns 

Positive Sentiment 0.022*** 

Negative Sentiment -0.0096*** 

Fed Funds Rate 0.0097 

Volume 0.0054* 

Ethereum Returns 

Positive Sentiment 0.095*** 

Negative Sentiment -0.0092*** 

Fed Funds Rate 0.0082 

Volume 0.0065** 
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6  CONCLUSION 

Our study is among the first few to investigate the relationship between sentiment of social media influencers and cryptocurrency 

returns.  We also contribute to the meagre literature on celebrity social media sentiment and stock market returns.  We find that 

celebrity social media sentiment is a significant predictor of stock market and cryptocurrency returns and celebrity sentiment 

seems to impact cryptocurrency returns more than stock market returns.  Our findings suggest the potential for using celebrity 

social media sentiment in trading strategies to generate alpha. 
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ABSTRACT  

Innovative policies are the result of technological and managerial developments, the most fundamental dynamics of globalization 

ideology and global competition. Therefore, the need to be able to compete in the international arena and become a promise 

makes innovative politics inevitable. The current technology capacity and the ability to demonstrate technological innovation in 

terms of countries trying to survive in the global world are the most important elements in bringing competitive advantages in 

global competition and foreign trade. Therefore, in this study; relationship between R & D expenditures, high-tech product 

exports and sustainable growth has been examined and also yearly data were used for 1995-2016 period. The data used in this 

study were collected from the OECD and World Bank databases for 20 middle income countries including Turkey. Selected 

middle income countries have been analyzed by using Correlation Effects of Group Dynamics Partners Estimator (CCEGM) 

method. Thus, the effects of high technology product exports and R & D expenditures on economic growth could be observed 

separately for each country. 

Keywords  

R & D expenditure, export, middle income countries, CCEGM  

1 INTRODUCTION  

The industrial revolution in which technology and scientific methods are used in production is seen as the starting point of 

industrialization. The information networks established by the expansion of globalization and liberalization of trade throughout 

the world have made it necessary for countries to develop open policies. This necessity has made information increasingly 

transparent and incorporated into production factors, while at the same time increasing the impact of human capital on economic 

growth. With these developments, the growth rates of the developed countries where have multinational companies holding 

technological innovations in their hands will increase more than the growth rates of the developing countries. This situation was 

referred as " the convergence concept" in the Solow growth model, but was rejected by the endogenous growth model.  

In the endogenous growth model variables such as technology, R & D activities, human capital and innovation are considered as 

driving forces for economic growth (Çiftçi ve Aykaç, 2011: 169). Romer (1990) formed the basis of endogenous growth models 

by explaining that technological developments are inherent and have increased returns to scale. Technological advances are 

accepted as fundamental dynamic of growth. Therefore, developing countries have been gain increase return to scale by 

differentiate the existing technology and can close the growth gap between developed countries. The main reasons for the 

rejection of convergence in endogenous growth models are explained by the transfer of technology from developed countries to 

developing countries will take place. However, in spite of the increase in capital stock in developing countries, the growth gap 

between developing countries and developed countries will be closed very slow due to lack of qualified labor force or shifting of 

qualified labor force to developed countries. Developing countries that do not give the necessary importance to R & D activities 

need to produce advanced technology products, train qualified labor force and make investments for product differentiation in 

order to cover this difference. Otherwise, they will not be able to achieve a sustainable economic growth with available resources 
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and industrial production. In this context, the need for knowledge has increased. Knowledge, which is the most important 

production factor of innovation economy, is the main input of the new product which has high added value and marginal return 

obtained as a result of R & D activities. Knowledge, contrary to physical capital, has an increasing return and leads to an increase 

in total factor productivity. The increased yield of knowledge with non-renewable technology will be reduced in cases where it 

cannot compete with other companies and countries (Kurtoğlu, 2014). While the countries that hold the information approach 

high growth rates with increasing production, the diminishing return of non-renewed information will lead to a shift away from 

sustainable growth. In this context, countries with qualified manpower, which is the main source of information sustainability in 

innovation economy, will be able to increase their per capita national income.  

 

Countries that are able to follow technological developments and convert information into commercial value by effectively 

processing it can create an innovation ecosystem are among the high income groups that have managed to increase their welfare 

level from past to present. Innovation ecosystem is based on research and development activities undertaken by companies, 

universities and policy makers (Acemoglu, Akcigit, Hanley, & Kerr, 2016). Innovation can be achieved in two ways: the first is 

by importing from technology producing countries and the second is by obtaining as a result of national R & D activities 

(Korkmaz, 2010). However, since technology imports will adversely affect the growth rates of developing countries, their ability 

to produce and export technology is important in increasing growth rates. In Table 1 R&D expenditures rates of middle income 

countries have been shown.  

 

Table 1. Ratio of R&D Expenditures in GDP (% GDP)  

Yıllar 

Middle Income  

Countries 

High Income 

Countries Turkey Mexico Estonia Russia 

2005 0.84 2.23 0.57 0.40 0.92 0.99 

2006 0.87 2.26 0.56 0.37 1.12 1.00 

2007 0.89 2.26 0.69 0.43 1.07 1.04 

2008 0.96 2.34 0.69 0.47 1.26 0.97 

2009 1.03 2.41 0.81 0.52 1.40 1.16 

2010 1.11 2.39 0.80 0.54 1.58 1.05 

2011 1.12 2.40 0.80 0.52 2.31 1.01 

2012 1.25 2.43 0.83 0.49 2.12 1.03 

2013 1.23 2.42 0.82 0.50 1.72 1.03 

2014 1.38 2.47 0.86 0.54 1.45 1.07 

2015 1.39 2.47 0.88 0.53 1.49 1.10 

2016 1.59 2.49 0.945 0.50 1.28 1.10 

2017 0.84 2.23 0.961 – 1.28 1.109 

Note: OECD (2018), Gross domestic spending on R&D (indicator). 

 

As can be seen in Table 1, the share of R & D expenditures in GDP is relatively low in developing countries compared to 

developed countries. In Table 2, High-Technology export rate have been shown. 

 

Table 2. High-technology exports (% of manufactured exports) 

Country 

Name 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Middle 

income 18.95 18.83 17.66 15.77 17.98 16.98 15.54 16.51 17.29 17.56 18.40 18.01 16.49 

High 

income 19.96 20.85 17.68 17.19 18.37 17.71 16.77 17.05 16.86 16.85 18.55 17.82 16.00 

Note: https://data.worldbank.org 
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High-technology exports are products with high R&D intensity, such as in aerospace, computers, pharmaceuticals, scientific 

instruments, and electrical machinery. it can be understood from the statistical data in table 2, high-tech exports of high-income 

and middle-income countries are similar.  

 

In this study, the effects of high-tech, R & D intensive and high value-added production of goods and services on economic 

growth were investigated in middle income countries. In this context, firstly the relevant literature is examined and then empirical 

analysis is conducted for selected middle income countries. 

 

2 LITERATURE REVIEW 

Today, R & D expenditures for the sectors producing high technology goods and services have higher returns. Although there 

are recent studies in the literature in this direction, this study differs in terms of method and quality used. When the related 

literature is examined, it is observed that Panel data analysis is used throughout the studies. Thus, in cases where it is not possible 

to study only with horizontal cross-sections or time series, Panel data analysis has been used to obtain results for many countries 

and observation periods (Baltagi, 2008). Although different analysis methods are used in different country groups, the results 

obtained are similar. It has been observed that R & D expenditure has a positive effect on economic growth, high-tech exports 

and per capita income.  

 

3 CONCLUSION 

New generation panel data model which is called Dynamic CCEGM ( cross-correlated effects mean-group estimator) model, 

takes into account both cross-sectional dependence and slope heterogeneity were used in this study. In this method, general 

coefficients obtained for each panel and coefficient values will be found separately for each country. Thus, the behaviors and 

differences of the countries in the panel analyzed. When While national income per capita is dependent variable, R & D 

expenditures and high technology product exports are used as independent variables. The data used in this study were collected 

from OECD and World Bank databases. In order to work with elasticity values, natural logarithms of all variables were used in 

parallel with the literature. The countries included in the model are middle-income countries with similar economic size with 

Turkey. Positive results were obtained in accordance with expectations. According to these results, it is observed that the 

percentage increase in R & D expenditures affects growth at a higher rate than high technology product exports. 

 

4 REFERENCES 

Acemoglu, D., Akcigit, U., Hanley, D., & Kerr, W. (2016). Transition to clean technology. Journal of Political Economy, 124(1), 

52-104. 

Baltagi, B. (2008). Econometric analysis of panel data: John Wiley & Sons. 

Çiftçi, C., & Aykaç, G. (2011). İçsel büyüme modelleri ve küreselleşme sürecinde gelişmekte olan ülkelerin konumları. 

Sosyoekonomi, 14(1). 

Korkmaz, S. (2010). Türkiye’de ar-ge yatirimlari ve ekonomik büyüme arasindaki ilişkinin var modeli ile analizi. Journal of 

Yaşar University, 5(20), 3320–3330. 

Kurtoğlu, Y. (2014). Orta gelir tuzağından çıkış. Ekonomik Yaklasim, 25(90), 71-90.  

Romer, P. M. (1990). Endogenous technological change. Journal of Political Economy, 98(5, Part 2), S71-S102. 

World Bank (2015), World Development Indicators (WDI), Washington, DC, at http://data.worldbank.org/data-catalog/world-

development-indicators, updated on 17/11/2016 

 

 

 

 

 

 

 

 

 

 

 



  

Northeast Business & Economics Association Proceedings 2019  118 

 

 

Predictive Sports Analytics  

Using an Exponential Power Function 
 
 

Robert Kissell 
School of Business 

Molloy College 

1000 Hempstead Ave 

Rockville Centre, NY 11571 USA 

(516) 323-3109 

RKissell@Molloy.edu 

 

 

ABSTRACT 

This paper introduces a predictive sports analytics model that can be used to i) rank teams, ii) estimate win probability, and iii) 

calculate the expected winning margin (spread) of a game. The model is based on an exponential distribution function and is 

solved using a log-loss function and maximum likelihood estimates (MLE). The most appealing aspect of this quantitative 

approach is that the model is objective, transparent, and testable. Readers can verify all calculations and results as the model does 

not employ any black box method. We apply this model to the 2018-2019 NFL season to rank teams, estimate scores, and make 

predictions across all pairs of teams. The model predicted more than 70% of the NFL games correct, and has 𝑅2 = 26% when 

comparing estimated spreads to actual spreads. This model can also serve as an objective approach to assist committees determine 

which teams should be selected for college post season tournaments such as the NCAA basketball tournament and the College 

Football Playoffs. 

 
Keywords 

Sports Analytics, Probability Models, Exponential Functions, Quantitative Models, Linear Regression 

 
1 INTRODUCTION 

Sports analytics has experienced a dramatic growth at the professional and college levels. Sports modeling methods are used by 

teams to uncover statistics, information, and trends that can be used to improve game results, and help improve strategy decisions 

such as player selection, college drafts, salary arbitration, and post-season tournament selection. Much of the current sports 

analytics environment, however, is based on utilizing descriptive statistics to improve decision making ability. Herein, we 

introduce a predictive sports analytics model based on quantitative methods. More specifically, we show how quantitative models 

can be used to predict the winning team, estimate win probability, and calculate expected winning margin using an exponential 

distribution.  

 

These techniques are extremely useful for college sports where committees are tasked with selecting teams for post-season 

tournaments such as the college football playoffs and NCAA basketball tournaments, and where ranking teams is often difficulty 

due to a small sample size and non-overlapping game schedules. Currently, many of the college post-season tournament teams 

are selected based on subjective opinions and a set of criteria that is not made public.  

 

Approaches in this paper provide a transparent and objective sports analytics model to enable committee members to rank teams 

based on actual game results and using a transparent and objective metric. We apply this model to the 2018-2019 season and 

provide predictions across all pairs of game. The model has a 70% success rate for predicting the winning team and R2=26% for 

predicting home team winning margin compared to actual margin. 

 

2 METHODOLOGY 

The methodology used for the sports prediction model is based on an exponential distribution function and power function model. 

The methodology follows that in Kissell & Poserina (2017) and applies the approach to NFL 2018-2019 full season game results 

data. The model uses the team’s rating and a home field advantage metric to estimate win probability, and a linear regression 

model to estimate expected winning margin (score). This approach is described as follows: 

 

Let,  

𝑥 = home team rating, 𝑥~𝐸𝑥𝑝𝑜𝑛𝑒𝑛𝑡𝑖𝑎𝑙(𝑥) 
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𝑦 = away team rating, 𝑦~𝐸𝑥𝑝𝑜𝑛𝑒𝑛𝑡𝑖𝑎𝑙(𝑦) 

ℎ = home field advantage parameter 

 

 
 

 
 

  
 

 
 

Estimating Team Ratings 

Team rating is determined using maximum likelihood estimation (MLE) techniques and incorporating all game results as 

follows: 

 
 

One difficulty that occurs when we maximize a likelihood functions consisting of percentages it that the product of percentages 

converges to zero rather quickly which makes solving for the model parameters extremely difficult and almost impossible. For 

example, for an average probability of 𝑝 = 0.60 and n=48 observations (e.g., three weeks of games), the loss function is 𝐿 =

Then, the probability that the home team will win is calculated as follows: 

𝑃𝑟𝑜𝑏(𝐻𝑜𝑚𝑒 𝑇𝑒𝑎𝑚 𝑊𝑖𝑛) =
𝑥 + ℎ

𝑥 + 𝑦 + ℎ
 

Alternatively, the probability that the away team will win is calculated as follows: 

𝑃𝑟𝑜𝑏(𝐴𝑤𝑎𝑦 𝑇𝑒𝑎𝑚 𝑊𝑖𝑛) =
𝑦

𝑥 + 𝑦 + ℎ
 

For example, suppose that the home team has a rating of 𝑥 = 6, the away team has a rating of 𝑦 = 3, and there is a home field 

advantage benefit of ℎ = 1. Then, the probability of each team winning is: 

𝑃𝑟𝑜𝑏(𝐻𝑜𝑚𝑒 𝑊𝑖𝑛𝑠) =
6 + 1

6 + 3 + 1
= 0.60 = 70% 

𝑃𝑟𝑜𝑏(𝐴𝑤𝑎𝑦 𝑊𝑖𝑛𝑠) =
3

6 + 3 + 1
= 0.30 = 30% 

The expected home team winning margin, also known as the spread, is measured as the home team score minus away team 

score, e.g., 

𝑆 = 𝐻𝑜𝑚𝑒 𝑇𝑒𝑎𝑚 𝑆𝑐𝑜𝑟𝑒 − 𝐴𝑤𝑎𝑦 𝑇𝑒𝑎𝑚 𝑆𝑐𝑜𝑟𝑒 

Where, 𝑆 > 0 indicates the home team won the game, 𝑆 < 0 indicates the away team won the game, and 𝑆 = 0 indicates the 

game ended in a tie. Spread 𝑆 is calculated using a linear regression model that incorporates the home team win probability. A 

basic formulation of this regression is as follows: 

𝑆 = 𝑏0 + 𝑏1 ∙ 𝑝𝑟𝑜𝑏 + 𝑒 

 

However, often due to small sample bias and not having a large enough cross-section of games played across all teams, this 

regression does not necessarily ensure that 𝑆 = 0 when the home team win probability is 𝑝 = 0.5. Thus, we make an 

adjustment to the model as follows: 

𝑆 = 𝑑1 ∙ (𝑝 − 0.5) + 𝑒 

For simplicity in notation going forward, we let 𝑝∗ = (𝑝 − 0.5). Then our spread regression model is: 

𝑆 = 𝑑1 ∙ 𝑝∗ + 𝑒 

In this model the intercept term at 𝑝 = 0.5 is 𝑑0 = 0, thus, ensuring that the estimated spread at 𝑝 = 0.5 is 𝑆 = 0.  

 

𝑀𝑎𝑥     𝐿 =  𝑔𝑖(𝑥)

𝑛

𝑖=1

 

where, 

 

𝑔𝑖(𝑥) =

 
 
 

 
 

𝑥ℎ(𝑖) + 𝑥0

𝑥ℎ(𝑖) + 𝑥𝑎(𝑖) + 𝑥0
, 𝐻𝑜𝑚𝑒 𝑇𝑒𝑎𝑚 𝑊𝑖𝑛𝑠

𝑥ℎ(𝑖) + 𝑥0

𝑥ℎ(𝑖) + 𝑥𝑎(𝑖) + 𝑥0
, 𝐴𝑤𝑎𝑦 𝑇𝑒𝑎𝑚 𝑊𝑖𝑛𝑠

                           
         1 2 ,         𝑇𝑖𝑒 𝐺𝑎𝑚𝑒

 

 

𝑥𝑘 > 0 for k=1, 2, …, m 

𝑥𝑘  = team k rating 

𝑥ℎ(𝑖) = home team in game i rating 

𝑥𝑎(𝑖) = away team in game i rating 

𝑥0 = home field advantage 

𝑛 = total number of games 

𝑚 = total number of teams 

𝑖 = 𝑖𝑡ℎ  game 
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0.6046 = 2.25 ∙ 10−11. And after five weeks of games n=80, the loss function is 𝐿 = 1.79 ∙ 10−18. Computers are not efficient 

at solving problems with these many decimal places. Luckily, in this situation, we can transform the problem using logs. Basic 

calculus shows that the value 𝑥∗ that maximizes a function 𝑓(𝑥) is the same value that maximizes the log of the function, 

log(𝑓(𝑥)). Thus, maximizing the log-likelihood function results is the same optimal solution as maximizing the original 

likelihood function. 

 

Hence, team rating parameters are estimated via maximizing the following log-likelihood: 

 

 
The results of this maximization are shown in Table 1: Team Ratings Sorts from Highest (Best) to Lowest (Worst). The three 

highest ranked teams for NFL 2018-2019 are #1 Los Angeles Rams (10.000), #2 New Orleans Saints (9.748), and #3 New 

England Patriots (9.206). The Super Bowl 2018-2019 was played between the #1 Los Angeles Rams and #3 New England 

Patriots, so the model proved effective at uncovering and ranking the best teams. The three lowest ranked teams are #30 Arizona 

Cardinals (0.410), #31 Oakland Raiders (0.408), and #32 San Francisco 49ers (0.0001). The home field advantage benefit rating 

was HFA=0.84. 

 

 
 

 

 
If the Jets are playing at home they are favored to win (58% win probability) even though the Bills are ranked higher. If the Bills 

are playing the Jets at home, the Bills are favored to win (77% win probability). This model is able to differentiate probabilities 

based on whether the team is playing at home or on the road. 

 

Estimating Regression Coefficients 

After estimating team ratings, we can calculate home team probability. If the home team win probability is calculated to be 𝑝, 

then we estimate the expected home team win margin from the following regression equation: 

 

 
As mentioned above, this formulation of the spread model guarantees that the expected spread at 𝑝 = 0.5 is 𝑆 = 0. This in 

intuitive since 𝑝 = 0.5 implies that the home team has a 50%-50% change of winning the game, so the average win scores should 

be 𝑆 = 0.  

 

The results of our spread prediction regression model are shown in Table 2: Spread Regression Summary Results. This model 

has 𝑑1 = 28.53 and is statistically significantly with 𝑡𝑆𝑡𝑎𝑡(𝑝∗) = 9.7038, 𝑅2 = 0.26, and regression error 𝑆𝑒𝑌 = 12.333.  

 

The best-fit spread regression model is: 

 

𝑀𝑎𝑥     𝐿∗ = ∑ log(𝑔𝑖(𝑥))

𝑛

𝑖=1

 

Thus, the probability that the NY Jets (#28) will beat the Buffalo Bills (#22) when playing at home is: 

𝑃(𝑁𝑌 𝐽𝑒𝑡𝑠(𝐻𝑜𝑚𝑒) > 𝐵𝑢𝑓𝑓𝑎𝑙𝑜 𝐵𝑖𝑙𝑙𝑠 (𝐴𝑤𝑎𝑦)) =
0.558 + 0.84

0.558 + 1.025 + 0.84
= 58% 

 

𝑆 = 𝑑1 ∙ 𝑝∗ + 𝑒 

where 𝑝∗ = 𝑝 − 0.5. The parameter of the model 𝑑1 is calculated via linear least squares as follows: 

𝑑1 = ((𝑝 − 0.5)′ ∙ (𝑝 − 0.5))
−1

(𝑝 − 0.5) ∙ 𝑆 
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3 RESULTS 

The results of our prediction model for NFL 2018-2019 season across all pairs of teams are calculated based on the team ratings 

in Table 1 and the spread regression results in Table 2. In total, there are 992 unique pairs of game match-ups with each team 

playing at home and on the road against every other team in the league. The estimated home team winning spread across all pairs 

of teams in shown in Table 3: NFL 2018-2019 Prediction Table.  

 

The Super Bowl for 2018-2019 was played between the Los Angeles Rams (#1 Ranking) and New England Patriots (#3 Ranking). 

Our prediction model estimated the LA Rams to be the favorite by 0.585 pts. This can be verified directly from Table 3. Since 

the Super Bowl is played at a neutral site, we need to estimate the winning spread in two ways: first for LA Rams as the home 

team and second for NE as the home team. This is as follows: 

LA Rams (home team) vs. NE Patriots (away team): LA Rams favored by +1.17 

NE Patriots (home team) vs. LA Rams (away team): NE Patriots favored by +0.03 

 

We can transform this model for the LA Rams winning as the home and away team as follows: 

LA Rams (home team) vs. NE Patriots (away team): LA Rams win by +1.17 

LA Rams (home team) vs. NE Patriots (away team): LA Rams lose by -0.03 

 

Therefore, the expected winning margin is LA Rams to win by (0.5*(1.17 + -0.03) = 0.585 

 

The winning team of Super Bowl 2018-2019 was the NE Patriots by 10pts. Using the regression results from our spread model, 

we find the probability of NE Patriots beating the LA Rams by 10 pts is 23% or approximately 1 in 4 times. 

 

4 CONCLUSION 

In this paper we introduced a sports prediction model to i) rank teams, ii) estimate win probability, and iii) calculate the expected 

home team winning spread. The modeling approach uses a log-likelihood function and maximum likelihood estimates (MLE) to 

determine team rating parameters for each team, and then performs a second regression that incorporates calculated home team 

winning probability to estimate home team winning spread. The model was applied to NFL 2018-2019 game data, and the model 

estimated the winning team correctly in more than 70% of the games and had 𝑅2 = 0.26 for the spread prediction estimate. The 

model was applied to 992 unique pairs of games across all team (both home and away games) to predict home team winning 

margin.  

 

In addition to using the sports prediction model to estimate win probability and winning margin, the model can also be used as 

an objective decision-making tool and assist tournament committees such as the BCS to help determine which teams should be 

selected for college football post season College Football Playoffs and the NCAA selection committee to help determine the 

group of 64 teams to be included in the NCAA basketball tournament. One of the more appealing aspects of this sports prediction 

model is that the model is independent, objective, and transparent, all of which as essential characteristic for any post season 

tournament that is not based fully on record alone (such as the case with professional sports).  

 

𝑆 = (𝑝 − 0.5) ∙ 28.53 

Therefore, if the home team win probability is estimated to be 𝑝 = 0.75, then the estimated home team winning spread is 

calculated as follows: 

𝑆 = (0.75 − 0.50) ∙ 28.53 = 7.13 
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ABSTRACT  

We examine the combined role of three variables—the rent yield, growth, and the change in price to rent multiple—in explaining 

the return on real estate. The coefficients of the statistical regressions are significantly different from zero and are with a high 

value for R2. We use both the observed rent and the owner’s equivalent rent on a monthly basis during January 1988- October 

2018. Real estate prices are taken from the S&P Case Shiller 10 and 20 city indices.  And the rent data are taken from St. Louis 

Fed. We find that components of real estate return include the income yield due to rent, the rate of change in rent, and changes 

in the price to rent ratio. 

The rent yield is measured as a forward-looking value, measured as the ratio of next year’s rent by the current price. The growth 

is measured as the rate of change in rent over the prior year on a monthly basis. Thus, the rent in January of this year is compared 

with rent in January of last year. The change in valuation of the property is measured as the change in price to the level of rent. 

Price level data for the 10-city index are available during January 1988-October 2018 on a monthly basis, and the price level data 

for the 20-city index are available during January 2001-October 2018 on a monthly basis. 

Keywords 

Total return on real estate, valuation 

 
1 INTRODUCTION 

The Gordon Model for estimating fair value of common stock is as follows.  

P0= 
𝐷1

𝑅−𝐺
                                                                                                     (1) 

  

In eq. (1), P0  denotes the fair value of the common stock, D1 denotes expected dividend, (R) is an estimate of desired return and 

(G) is the sustained growth in earnings. Eq. (1) can also be show shown as:  

R=  
𝐷1

𝑃0
  + G                                                                                                (2) 

 

In eq. (2), the components of return R include the dividend yield 
𝐷1

𝑃0
  and growth G. 

Arnold (2011) shows that historical returns appear to include further terms such as the change in the price to earnings multiple. 

In this manner, the expansion in the price to earnings multiple can be included as a third component in estimation of return. 

R=  
𝐷1

𝑃0
  + G +   

𝛿𝑃

𝐸
                                                                                    (3)    

 

2 METHODOLOGY  

We use statistical regression model with three independent variables as shown in eq. (4).  

ln
𝑃𝑡0

𝑃𝑡−1
= 𝛼 + 𝛽1

𝑅𝑒𝑛𝑡 𝑡0

𝑃𝑡−1
+ 𝛽2

𝑅𝑒𝑛𝑡 𝑡0

𝑅𝑡−12
+ 𝛽3

𝑃𝑡0−𝑃𝑡−1

𝑅𝑒𝑛𝑡 𝑡0

+ 𝑒                            (4)  
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Where, 
𝑃𝑡0

𝑃𝑡−1
 is a measure of return in real estate, 

𝑅𝑒𝑛𝑡𝑡0

𝑃𝑡−1
 denotes the yield in real estate, and  

𝑃𝑡0−𝑃𝑡−1

𝑅𝑒𝑛𝑡𝑡0
 shows the expansion (or 

contraction) in price to rent ratio over time. 

The beta coefficients in regression model as shown in eq. (4) are statistically different from zero. It is further shown that the 

valuation effect, or the change in the price to rent ratio, has the strongest impact on return as shown by the numerical value of  

𝛽3.      

Exhibit 1.1 shows the results for the observed rent, while Exhibit 1.2 provides information regarding owner’s equivalent rent. 

Panel A, and B show the results for the 20-city and 10-city prices, respectively.                                                                                                                                                                                                                
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ABSTRACT  

Institutions of higher education have been required to shift traditional thoughts surrounding diversity and communicate profound 

discourse arguing that diversity in higher education is necessary. This cultural shift has prompted universities to be intentional 

about the evaluation and promotion of systems designed to provide equal access, equity, and create a work safe environment. An 

institution’s ability to achieve this positive climate is directly reflected by administration’s and faculty’s commitment to 

incorporate diversity issues into academic agendas. This panel explored factors and strategies that are integral to institutional 

success in promoting and practicing diversity including search advocacy programs, curriculum recommendations for business 

students, assessing institution climate to uncover unconscious bias and microaggressions as well as entrepreneurial strategies to 

achieve recruitment goals and improve retention. 

Keywords  

diversity, search advocacy program, microaggression, work environment, marketization, third mission, affirmative action, 

discrimination, bias, unconscious bias, curriculum, learning, MBA, strategic plan, storytelling, business student 

1 INTRODUCTION  

Affirmative Action policy has required higher education institutions to proactively strategize to identify the most effective and 

innovative ways to achieve, support, and sustain a diverse environment for students, faculty, and staff. A shift in higher education 

philosophy, with a more tangible focus on outcomes such as retention and overall satisfaction, has necessitated institutions to 

integrate this as part of the institutional mission and vision. Diversity planning and strategy is a worthy investment. Diverse 

environments have been associated with gains in innovation, creativity, critical thinking, leadership competency, and the ability 

to effectively collaborate with others in and outside the walls of the university, supporting a diverse workforce and competing in 

the international arena (Berrey, 2011; Franklin, 2013; Hurtado, 2007). The value of diversity has prompted universities to be 

intentional about understanding the systems that are put in place that fail to provide equal access and equity to people of color, 

those with physical and mental disabilities, discrimination based on gender, age, and or sextual identification within the 

LGBTQIA community. These systems range from industry to industry (government, business, Hollywood, publishing, fashion, 

sports) and can be identified in the most miniscule processes and incidents as organizational microaggressions.  Within higher 

education, an institution’s ability to achieve a positive climate for diversity is directly reflected by administration’s and faculty’s 

commitment to incorporate diversity-related issues into their academic agendas (Mayhew, Grunwald, & Dey, 2005).  

 

Despite vast efforts and attention on diversity, a mediocre recruitment, hiring, and retention process has failed potential 

candidates, current faculty, and students for many institutions. This panel discussed factors and strategies that are integral to 

institutional success in promoting and practicing diversity and addressing microaggressions such as search advocate programs 
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as well as an example of a student exercise that addresses how appreciation of diversity in the workplace is approached in a 

graduate level business class.  These activities are designed to uphold integrity, fairness, diversity, and break down the 

unconscious bias within the search process; the marketization of higher education and the development/focus on the third mission 

of higher education; infrastructural considerations to drive diversity exercises; and exploring entrepreneurial strategies to achieve 

recruitment goals and improve retention of diverse staff, faculty, and students to create a safe environment. The following areas 

will be covered: Strategies for recruitment, hiring, and retention; diversity and marketization in higher education; integrating 

diversity and curriculum, and microaggressions in the workplace.  

 
2 STRATEGIES FOR RECRUTIMENT, HIRING, AND RETENTION 

As a result, of the lack of diversity in certain regions and the saturation of the commonly used recruitment tools, institutions have 

resolved to recruit directly from HBCU’s, higher education conferences, and professional associations. It became obvious that 

search ads were not reaching faculty and administrators of color. The position descriptions were written in such a way that it 

made potential candidates feel unqualified. For example, in a recent search, descriptions focused on a campus in the pinelands, 

which does not exactly appeal to individuals who may not be familiar with this type of region. There was little flexibility around 

the minimum and preferred qualifications. It was evident that the description needed to be more inclusive and provide parameters 

regarding the preferred qualifications and the minimum qualifications. A matrix was created that assists search committees on 

how to measure the qualifications overall. The job descriptions now include information about the proximity to major cities, a 

statement that expresses the universities’ commitment to cultural diversity and underrepresented populations. In addition to 

recruitment concerns, there were also outdated hiring process that tainted candidate pools which then makes a case to introduce 

a search advocate program. Search committees hand-picked candidates that appeared familiar to what the current faculty 

composition looked like. The university’s diversity committee recommended that a search advocate program should be 

introduced to honor the recent university commitment to diversifying the faculty, staff and administrators. The intent is to 

eliminate the unconscious bias that occurred within the search committees. 

 

In terms of retention, two areas that deserved further exploration on campus were Affinity Groups and Cultural Centers. What 

better way to assure new faculty, staff and students that the environment that they are choosing to join is diverse and inclusive. 

These forms of retention essentially become a part of the university’s diversity strategy. Even some of the major corporations 

like PepsiCo, Ford, and Nordstrom have adjusted their diversity strategy regarding hiring and retention. Leading corporations 

have long come to understand that diversity in hiring practices gives them access to a greater pool pf talent and at the same time 

attracts a larger share of an equally diverse customer base (Douglas 2008). Finally, cultural centers on college campuses are 

becoming increasingly popular. These centers provide a means of welcoming and celebrating new faculty, staff and students 

from diverse backgrounds onto campus and exposing them to cultures that are likely familiar to them, giving them a sense of 

belonging. Knowledge of these diverse perspectives is essential to recognizing the larger mission of culture centers; a mission 

rooted in bringing voice, support, and celebration to college students, particularly those from racially underrepresented 

populations (Patton, 2010). A university multicultural center was proposed from Student Affairs to Academic Affairs with hopes 

of receiving significant support. There is still much more work to be done in terms of diversity recruitment, hiring and retention 

in higher education. Fortunately, it seems as if PWI’s are being held accountable and are realizing the value of a diverse campus 

where students of color can see faculty and staff of color that resemble them. Even within higher education, diverse leaders will 

approach projects and scenarios from different perspectives depending on their background and exposure, which might 

potentially allow them to perform better. 

 

3 DIVERSITY AND MARKETIZATION IN HIGHER EDUCATION 

The establishment of entrepreneurial architecture to support diversity outcomes and entrepreneurship in higher education is 

necessary. This architecture simply reflects the evolution of higher education from a core focus on personal and social 

responsibility to content knowledge, socioeconomic potential through knowledge exchange, partnerships in the market place, 

and the creation of new revenue streams. Entrepreneurial architecture is the foundation, norms and routines, and guidelines that 

organizations put into place to successfully transition within this evolution and stay relevant.  

 

Storytelling is a critical entrepreneurial skill set. It is the ability of students, faculty, and staff members to openly share their 

personal story. The act of storytelling provides accounts that explain, rationalize, and promote new ventures.  For higher 

education faculty and staff, adapting their story—the ability to position their story in a relevant way to the target audience within 

the parameters of the institutions identity, is essential and can result in a partnership of selection, investment, support, or retention 

(Criscione-Naylor, 2018). Listening becomes integral to identify how to relate the message and, “provides the opportunity to 

learn about the wants, needs, struggles, interests, and culture of those seeking the product or service” (Criscione-Naylor, 2018). 

The physical manifestation of these stories become the marketing and collateral campaigns of universities. Accordingly, 

institutions failing to adapt their stories will struggle to survive.  
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4 INTEGRATING DIVERSITY AND CURRICULUM 

Changing global economic forces and the world-wide competitive marketplace create a business environment that underscores 

the importance of establishing and managing a diverse workplace. “In a highly competitive marketplace, organizations need to 

manage in ways that promote a feeling of inclusion in order to tap into all the creativity and talent that diversity has the potential 

to contribute” (Harvey & Allard, 2015, p.xiii). With the importance of diversity that fosters organizational progress and 

innovation, the MBA course, Management Theory, Practice and Vision, includes learning modules and case studies focusing on 

diversity. After completion of the learning modules, students are assessed on their understanding of diversity within the 

workplace; this assessment is done through an “I Manager” project which was adapted from the “I Manager” project designed 

by Dr. Evonne Kruger, Professor Emeritus (Kruger & Holtzman, 2014). 

 

For the “I Manager” project, students take a series of 10 assessments, analyze their assessment results, and write reflections on 

how they manage, or would manage, employees who are different from them. These reflections are planned to help students 

develop better skills promoting the benefits of diversity in the workplace. As they develop and refine their “I Manager” projects, 

students gain an understanding of their personality traits, cultural background and personal values, and the ways both impact 

managing others who have personality traits, cultural background, and personal values that are different from their own. Through 

the diversity project students: recognize multiple perspectives/individual differences of employees; appreciate perspectives 

which produce viewpoints different from their own; and present strategies about how to manage employees with diverse 

personalities, cultures and personal values; and reflect on their growth during the class in gaining a greater understanding of the 

importance of diversity in the workplace. 

 
5 MICROAGGRESIONS IN THE WORKPLACE 

Racial microaggressions consist of subtle derogatory slights, insults, putdowns, invalidations, and offensive behaviors that 

negatively affect the environments, psyche, and productivity of minorities, continuously reminding them of their second-class 

status (Louis et al. 2016, 455; Pierce et al. 1977). Sue (2019) and his colleagues formulated a taxonomic system that placed 

microaggressions in three categories: micro-insults, micro-invalidations, and micro-assaults. Microassaults are defined as 

conscious and intentional actions or slurs, such as using racial epithets, displaying swastikas or deliberately serving a white 

person before a person of color in a restaurant. In contrast, microinsults are verbal and nonverbal communications that subtly 

convey rudeness and insensitivity and demean a person's racial heritage or identity. An example is an employee who asks a 

colleague of color how she got her job, implying she may have landed it through an affirmative action or quota system. 

Microinvalidations encompass communication that subtly excludes, negates or nullifies the thoughts, feelings or experiential 

reality of a person of color. For instance, white people often ask Asian-Americans where they were born, conveying the message 

that they are perpetual foreigners in their own land. The topic of microaggressions is important because it helps us to better 

understand how people of color cope with experiencing racial microaggressions and how this affects their experiences in and 

perceptions of the workplace. 

 
6 CONCLUSION 

The traditional higher educational environment is evolving. The importance and focus on diversity and promoting equal access 

and fairness is essential for organizations to stay relevant and survive in the future. Faculty, staff, and administration must 

strategical partner to create an organizational and learning environment that supports and values diversity from recruitment and 

retention programs through integrating powerful learning tools in the classroom. Furthermore, all those within and outside the 

walls of the university must actively champion diversity and be strong to challenge microaggressions that may emerge within 

their environments. Lastly, all must self-reflect and examine personal practice and intentionally participate and act in ways that 

support a positive, healthy, and empowering future.  
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ABSTRACT 

This paper examines corruption in the charitable sector, including both its forms and origins. Wrongdoing at nonprofits is placed 

in the more general context of organizational malfeasance. Instances of corruption are categorized as either hard or soft 

corruption, with the former representing illegal (prosecutable) behavior and the latter the misuse of donated funds that does not 

rise to the level of criminal behavior. Specific instances of each are presented. It is argued that wrongdoing can arise both from 

deviant individual behavior as well as from organization-wide corruption. Depending upon the individual’s ethics versus those 

of the organization, actions taken by employees may either work for or against the nonprofit’s interests. An unfortunate reality 

is that all malfeasance, whether internal or organization-wide, damages the reputation of the charitable sector, and could reduce 

the inclination to give. The final section of the paper addresses potential solutions to the problem of malfeasance at nonprofits, 

including increased oversight, enhance internal control mechanisms or the institution of a new regulatory environment. 

 

Keywords 

Nonprofit corruption, regulation of the charitable sector, organizational behavior  

 

1 INTRODUCTION 

Corruption in the nonprofit sector involves two major forms: Employee misconduct directed at the organization and organization-

wide wrongdoing. Although the latter receives most of the attention, malfeasance involving theft, diversion of funds, fraud and 

misappropriation by individuals is common. From the point of view of potential donors, both are troubling, since in each 

circumstance money intended for a charitable cause has been misused. In addition to illegal conduct (hard corruption), charitable 

organizations may simply misuse donated funds leading to a similar outcome: Contributions do not go where they were intended 

to go. Regulations currently in place that cover the philanthropic sector are inadequate to the task of reining in corruption, except 

(potentially) in California which has its own set of laws in place under the California Nonprofit Integrity Act. Internal controls, 

such as independent audits, would be effective if more universally adopted. Nongovernmental, sector-wide oversight may be the 

most fruitful approach to reducing malfeasance in the sector if such a framework could be adopted.  

 

2 THE STRUCTURE OF CORRUPTION IN THE NONPROFIT SECTOR 

The most visible examples of corruption are those that entail organization-wide wrongdoing, particularly those instances that 

involve well-known charities with long histories. In 1992, William Aramony was arrested, charged and convicted of bilking 

United Way while acting as its CEO and eventually sentenced to seven years in prison. This was the first highly visible case of 

malfeasance in the sector. It was followed by scandals at New Era Philanthropy, United States Navy Veterans Association, Hale 

House and Angel Food Ministries. More recent instances of corruption occurred at the Central Asia Institute and at four cancer 

charities that were criminally referred by the Federal Trade Commission in 2015. These examples are noted as they represent 

behavior that resulted in criminal prosecutions. 

 

Other forms of corruption that generally have led to administrative, rather than legal, actions include illicit or misleading 

fundraising or misrepresentation of the organization itself. In most instances, these have been dealt with through cease and desist 

orders issued by a state or local attorney general. The distressing aspect of this form of wrongdoing is that these business are 

frequently “reborn” in another state, using the same strategies to raise fund that led to their closure in their previous location.  

 

mailto:mleclair@fairfield.edu
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Parallel to these examples of organizational corruption are instances of individual corruption within a nonprofit. While this is not 

going to generate the same attention as the cases detailed above, the reaction of donors might be similar. A 2018 Boston Globe 

expose on wrongdoing within charitable organizations noted well over one thousand cases of fraud, theft, misappropriation and 

embezzlement have been reported over the past seven years1. From the point of view of contributors, malfeasance within an 

organization produces an outcome similar to corruption of the organizational as a whole, with donated money being misused. 

 

Finally, there is what can only be referred to as “soft” corruption; nonprofits that spend funds collected from donors on 

fundraising and salaries, with little being spent on actual services. The Tampa Bay Times annual publication on America’s 50 

worst charities details the finances of what can only be referred to as failed nonprofits, where the proportion going to the supposed 

cause is in the two to ten percent range. While these organizations are clearly misusing their contributors’ donations, there is 

technically nothing illegal occurring. 

 

3 WHY CORRUPTION OCCURS 

The most obvious cause of wrongdoing in the charitable sector are the fundamental differences between nonprofits and 

corporations. Corporations are accountable financially to stakeholders (stockholders in particular). Nonprofits not only do not 

provide a return to donors, most do not even provide an accounting of where money has been spent that would be helpful to the 

individual contributor. In essence, there is no feedback loop to the contributor that would provide confirmation that the transaction 

occurred as intended. 

 

Nonprofits operate under a regulatory environment that is (except in California) significantly looser than that which is applied to 

for-profits. Designated 501(c)3s must file an annual Form 990 with the Internal Revenue Service, which could technically 

withdraw the organization’s tax-exempt status. With well over a million charities to supervise, the IRS does not have the resources 

to provide the degree of oversight that would catch a significant proportion of the nonprofits that are committing wrongdoing. 

The majority of states require organizations of sufficient size (which varies by state) to report their annual financials, but there 

is little evidence of enforcement when that accounting appears suspect. 

 

4 LITERATURE ON NONPROFIT CORRUPTION 

Most of the prior work on corruption in the charitable sector is relatively new, and focuses mostly on quantifying the problem. 

Greenlee, Fischer, Gordon, and Keating (2007) and Holtfreter (2008) provide details on scandals in the nonprofit sector. 

Gibelman and Gelman (2000) examine why nongovernmental organizations get in trouble, while  

Fremont-Smith and Kosaras (2003) use press reports from 1995 through 2002 to detail wrongdoing by top officials. Likewise, 

more recent work by Archambeault, Webber, and Greenlee (2014) examines organizational fraud and corruption in the sector. 

 

Existing solutions to the problem of malfeasance in the nonprofit sector include increased transparency and sector self-regulation 

(Bothwell, 2000). As noted by Gilkenson (2007), the need for greater oversight of the charitable sector may be solved by imposing 

Sarbanes-Oxley type controls, yet there is considerable concern about the ability of small- to medium-sized nonprofits to comply 

with such a measure. At present, only California has passed Sarbanes-Oxley-type legislation (the California Nonprofit Integrity 

Act of 2004) that covers the charitable sector. 

 

5 MODELING THE FORMS OF CORRUPTION AND THE APPROPRIATE CONTROL MECHANISMS 

Internal controls that address the problem of corruption will work if the organization itself develops an inherently ethical 

environment. Individuals who are fundamentally ethical will find such an environment affirming, and wrongdoing is unlikely. 

Conversely, a corrupt individual will find such an environment confounding, and will likely exit the organization or commit 

fraud against his employer. An ethical person who works for an unethical nonprofit will, once again, find the atmosphere 

confounding, but will exit without doing harm to the organization. Most significantly, corrupt individuals employed by a corrupt 

charity will lead to the organizational wrongdoing detailed in Section 2 above. These circumstances are detailed in Figure 1. 

 

Figure 1 

Individual/Organization Ethical  Corrupt  

Ethical Affirming Environment – No 

Malfeasance 

Confounding Environment – No 

Malfeasance 

Corrupt Confounding Environment – 

Internal Malfeasance 

Affirming Environment – Corrupt 

Organization 

 
 

Maintenance of an ethical environment still leaves the nonprofit subject to internal malfeasance, which is best addressed by 

strong internal controls. 
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5 NONPROFIT VERSUS ORGANIZATIONAL CORRUPTION 

Nonprofit corruption has distinguishing features that differentiate it from other forms of organizational corruption. These 

differentials necessitate that the mechanisms used to avert malfeasance, both internal managerial controls and external regulation, 

will differ from those utilized to prevent corruption in the for-profit sector. Resistance to increased regulations pose a challenge 

to the sector, as public confidence in charities has declined. 

 

6 SOLUTIONS TO THE PROBLEM OF CORRUPTION IN THE CHARITABLE SECTOR 

Charitable organizations are less likely to engage in malfeasance if they conduct an independent audit. Similarly, those charities 

that have an independent voting board are more likely to avoid wrongdoing. Making both an IVB and an audit mandatory for 

nonprofits of a certain size (as part of maintaining 501(c)3 status) is an obvious step towards greater accountability. 

 

In 2004, California introduce the Nonprofit Integrity Act (NIA) which made larger nonprofits (greater than $2 million in gross 

revenues) subject to Sarbanes-Oxley type accountability and disclosure requirements. Although the NIA is likely to reduce 

wrongdoing in the charitable sector, concerns have been expressed about the ability of smaller organizations to operate under a 

regulatory environment this strident. No attempt has been made to duplicate the NIA in any other state. 

 

Sector self-regulation, similar to that conducted by businesses (as in the Better Business Bureau) provides another potential 

approach. Certification of organizations that meet an established set of criteria would receive endorsement, removing the burden 

on donors to carry out an extensive evaluation of a charity before giving.  

 

7 CONCLUSION 

This paper addresses the problem of corruption at nonprofit organizations, its structure and causes, and details some potential 

solutions. Wrongdoing in the charitable sector is both an internal problem, solvable by tighter internal controls and the 

maintenance of an ethical environment, and an organization-wide issue best addressed through tougher regulations and oversight. 

Charitable organizations are unique in some respects, so the mechanisms used to ensure ethical behavior are different that those 

appropriate at other organizations. Repeated scandals in the sector create the risk that donors will be turned off to charitable 

giving resulting in a sector-wide decline in donations. 

 

 

1. https://www3.bostonglobe.com/metro/2018/01/27/taking-from-charity-employee-theft-shockingly-common-nonprofit-

groups/aGzL6qg5JnhkAsAbj7tMkO/story.html?arc404=true 
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ABSTRACT  

Previous research has demonstrated the efficacy of macroeconomic and financial market factors for explaining hedge fund 

returns, especially for directional and semi-directional strategies, however, these factors fail to perform well in forecasting 

models. We seek to improve forecasting ability by using the model discovery methods of Oxford's David F. Hendry in 

combination with a unique database of macroeconomic variables that is more representative of the actual information set that 

hedge funds had at their disposal at the time they made their investment decisions. Our initial results confirm previous research 

findings using a variety of model specifications in both contemporaneous and one-period-ahead forecasts. These results serve as 

a foundation for our future research efforts. 

 

Keywords  

Hedge fund returns, macroeconomic factors, forecasting  

1  INTRODUCTION  

Previous research has shown that changes in the macroeconomic environment lead to changes in financial markets, such as 

changing risk premiums and volatility, and these changes in turn lead to varying opportunities for hedge funds to advantageously 

adjust their strategies. The extent to which hedge funds can successfully forecast these changes in both macroeconomic and 

financial markets determines their success in generating consistently positive risk-adjusted returns. Indeed, the return generating 

process of different hedge fund strategies will reflect this forecasting, or market-timing ability.  Bali, Brown, and Caglayan 

(2014) demonstrate that the exposure of hedge funds to macroeconomic risk is a more powerful determinant of hedge fund returns 

than the more common method of relating hedge fund returns to their exposure to financial market risk. Their findings link 

fluctuations (volatility) in the macroeconomic environment to corresponding fluctuations (volatility) in financial markets where 

hedge funds trade.  

 

Bali, Brown, and Caglayan (2014) find that, consistent with market-timing ability, directional and semi-directional hedge fund 

managers can predict both financial and macroeconomic risk and adjust their portfolio exposures up or down in order to generate 

superior returns (non-directional hedge funds show a significantly weaker ability).  

 

Our research proposes two major contributions to this line of research. First, we employ modeling methods where both the model 

selection and factor selection are determined by the local data generating process (both the time-varying 

macroeconomic/financial market environment and the hedge fund style return process) in order to assess which macroeconomic 

and financial factors are most important for each hedge fund strategy for maximum return predictability.  

 

Specifically, we create a forecasting model that (potentially) includes macroeconomic conditions, macroeconomic expectations 

and macroeconomic surprises, in addition to the financial market factors commonly used in the hedge fund literature. We use the 

model discovery methods of Oxford's David F. Hendry to build a model that is congruent with the local data generating process 

(LDGP) to forecast hedge fund returns contemporaneously and one-period-ahead.   

 

Second, we employ a unique database of macroeconomic variables that is representative of the actual information set that hedge 

funds had at their disposal at the time they made their investment decisions rather than the heavily revised historical data that 

comprise macroeconomic databases. We believe that this combination of improved model selection that is more consistent with 

the data generating process and the use of the actual macroeconomic data available when investment decisions were made will 

mailto:smackey@rwu.edu
mailto:mmelton@rwu.edu
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provide better representations of the return generating process of hedge funds. 

 

At this stage of our research we have completed our initial alternative modeling, the results of which help inform our next step 

in modeling using the model discovery methods of Hendry –  we will include factors from our macroeconomic database as well 

as the macroeconomic and financial factors commonly used in the hedge fund literature. 

 

The preliminary results of our modeling are discussed in the Data and Methodology section which follows a brief Literature 

Review. 

 

2  BRIEF LITERATURE REVIEW 

We focus our literature review primarily on two recent papers on hedge fund returns and predictability using both macroeconomic 

and standard financial market risk factors. Avramov, Barras, and Kos (2013) systematically investigate hedge fund return 

predictability both in and out-of-sample using a combination of macroeconomic and financial market factors (default spread (i.e. 

credit spread), dividend yield, VIX levels, and a liquidity measure of aggregate fund flows). They find that combining conditional 

forecasts from each macroeconomic variable provides superior forecasting ability and that this is due primarily to a tradeoff 

between high (low) unconditional performance (mean) and low (high) conditional return predictability. Their results support the 

findings of previous literature about the economic rational of why and when certain factors play a dominant role for various 

hedge fund style strategies. For example, their results support previous findings of the negative relationship between VIX levels 

and performance of Event Driven funds due to the increased risk of deal failure during periods of high uncertainty. 

 

Bali, Brown, and Caglayan (2014) examine the distinction between financial risk and economic uncertainty in relation to 

explaining the cross-sectional variation of hedge fund returns. They find that their measures of economic uncertainty are more 

effective for explaining the cross-sectional variation of hedge fund returns than standard financial market risk factors. 

Furthermore, they find that the predictive power of their uncertainty measures is more effective for directional and semi-

directional hedge fund strategies. 

 

Our approach draws upon these authors’ research in order to investigate the predictive power of various models for hedge fund 

returns in a systematic manner. 

 

3  DATA AND METHODOLOGY 

For the preliminary research we chose to model hedge fund returns using the most-broad style indices available for both 

directional and semi-directional investment styles. The indices we chose were the following Hedge Fund Research (HFRI) style 

Indices: Event Driven, Equity Hedge, Macro, and Fund of Funds. The Equity Hedge and Macro indices are directional while the 

Event Driven and Fund of Funds indices are considered semi-directional investment styles – as previously noted, previous 

research has shown that the benefits of using macroeconomic variables are most effective for directional and semi-directional 

investment styles. We plan to investigate other style indices within each of these major style indices once we have refined our 

forecasting models. 

 

Data for the macroeconomic and financial factors commonly used in previous research come from the following sources: the 

three Fama-French (1993) equity factors and the Carhart (1997) momentum factor were downloaded from Kenneth French’s 

website, data for the five Fung and Hsieh (2001) lookback straddles (bond, stock, interest rate, foreign exchange, and 

commodities) were downloaded from David Hsieh’s website, and the remaining common macroeconomic factors were 

downloaded from the Federal Reserve Bank of St. Louis FRED database. In future updates to this research we will include 

forward-looking financial factors, specifically, the CBOE volatility indices which are designed to measure market expectations 

of future volatility implied by options prices. The CBOE volatility indices cover a range of assets including: US stock indices, 

Non-US stock ETFs (EFA, Emerging Markets, China, and Brazil), US interest rates (10-year Treasuries and Swaps), Commodity 

ETFs (Crude Oil, Gold, Silver, Gold Miners, and Energy Sector), Currency Futures/ETFs (Euro, Yen, British Pound), and 

Volatility of the VIX index. 

  

The data for our unique macroeconomic database were compiled from Briefing.com and merged with the well-known, but now 

defunct, proprietary survey of MMS International. The MMS survey was the standard source for announcement effect studies 

but the company, formerly owned by Standard & Poor’s, was sold to another party during the early-to-mid 2000s. As a result, 

we painstakingly compiled data from the well-known Briefing.Com survey and merged it with the MMS data set. We set January 

1, 2000 as the merge date where the survey shifts from MMS to Briefing.com and compared survey actuals to verify accuracy 

during the overlapping period (up to 2008). In rare cases where Briefing survey data observations were missing, we used the 

MMS data. 

 

The data are important for this type of study because, unlike heavily revised historical data, this data is representative of the 
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actual information set that market participants and policymakers had at their disposal at the time. Further, having surveys of 

expectations for each variable, we can calculate the “surprise” component. Prior studies have shown that the underlying securities 

markets are responsive to only the surprise portion of the data. We standardize the surprise by dividing by the full sample standard 

deviation to allow better interpretation of regression results – thus a coefficient on a surprise regressor reveals the change in 

return associated with a one-standard-deviation shock to the information set for that particular macroeconomic variable. We 

believe this data represents a significant improvement over the prior studies of macroeconomic effects on hedge funds, as they 

tend to rely on revised historical data. 

 

4  INITIAL RESULTS 
Our empirical approach is to evaluate various model specifications of different classes of hedge fund return regressions on 

selected predictors. We examine the four core directional and semi-directional hedge fund style indices. The modelling classes 

include: 1) a naïve model of returns regressed on a constant, 2) a simple theoretical AR(1) model, 3) a model based on the 

financial factors inspired by Bali, Brown, and Caglayan’s (2014) financial model – including the Fama-French (1993) factors, 

Carhart’s (1997) momentum factor, and Fung and Hsieh’s (2001) option-based market factors, and 4) a model based on the Bali, 

Brown, and Caglayan (2014) macroeconomic factors – including default risk premium, dividend yield, inflation and the T-bill 

rate relative to its 12-month moving average. 

 

Our initial results include contemporaneous and one-period-ahead regressions for each of the four models. Specifications and 

detailed results will be presented at the conference. We summarize some general observations below. 

 

We first run the four models contemporaneously for each hedge fund index and evaluate the significance of the component 

regressors and evaluate the veracity of each in terms of adjusted R-squared, significance of regressors, and importantly, based 

on model specification tests. In all cases, as expected, the naïve mean model is clearly underspecified. The competing models 

have relative strengths and weaknesses. 

 

For example, the AR(1) models (with a constant) can explain between about 5 to 14 percent of the variation in hedge fund returns 

(with the exception of the Macro Index) and reduces the degree of autocorrelation in the model tremendously. Yet, the models 

are still highly under-specified and potentially of little practical use other than their roles here as benchmark models.   

 

The contemporaneous financial and macroeconomic models also have relative merits and weaknesses. While still suffering from 

multiple forms of misspecification, these models are able to identify key variables that are important in the data generating 

process for hedge fund returns. Results suggest that the Fama-French market factor, the Carhart momentum factor, the Fung and 

Hsieh lookback option-based factors, dividend yield and inflation offer some additional explanatory power. 

 

We repeat regressions on one-period-ahead returns and observe reduced explanatory power for all four hedge fund strategies. 

This is consistent with the results of previous research. 

 

Due to the varying success and multiple forms of misspecifications, we feel that a combined model that incorporates both macro 

and financial factors, in addition to autoregressive components, may be more successful in creating forecasting models. What we 

have so far suggests that combining the elements of the respective models in a GETs model could lead to an improved forecasting 

model that parsimoniously captures the elements of the Local Data Generating Process (LDGP) and may reduce out of sample 

forecast error, which we will evaluate further as the study is expanded. 
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ABSTRACT 

The two most influential daily Polish newspapers (Instytut Monitorowania Mediów, 2018) "Gazeta Wyborcza" - GW (left 

orientation) and "Rzeczpospolita" - RP (center orientation) were analyzed to see how they present ethical issues affecting the 

pharmaceutical industry (pharma). Those newspapers have a significant influence on how people perceive the pharmaceutical 

industry. Content analysis was completed for seven years (January 2010 to December 2017), using the methodology established 

assess such coverage (Sillup & Porth, 2004). Analyses evaluated the major editions and yielded 438 articles matching the criteria 

were in GW (26 front-page articles). In RP, there were 787 (23 front-page). In both newspapers, the most common topics were 

those related to reimbursement of medicines, drug prices, drug safety and the need for health reform. In RP, interaction with 

regulatory agencies was the covered significantly more than in GW (p <0.05). However, GW reported more often about disclosing 

data (p <0.05). In GW, the pharmaceutical companies’ perspective was presented slightly more than in RP (25.1% vs. 24.3%). 

Analysis of the “tone” of headlines (positive, negative or neutral) indicated a statistically significant difference between GW and 

RP (p <0.001) in their tones. A similar statistical difference (p <0.001) was revealed by analyses of the article itself. Overall, the 

study’s findings showed that RP is more interested in the subjects connected to ethical issues affecting the pharmaceutical 

industry and more often printing positive or neutral articles about ethical issues than GW. 
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ABSTRACT  

Montclair State University (MSU), is New Jersey’s second-largest public institution. As online education continues its rapid-

paced growth, MBA programs have been one of the most common degrees offered online.  In 2016, Montclair’s Feliciano School 

of Business decided to enter into this crowded online MBA market.  After a false start and sometimes rocky development process, 

the online MBA was successfully launched in the Fall 2016.  The program grew so fast that the leadership team needed to find 

innovative ways to handle the number of students.  The lessons learned by the online MBA leadership team are detailed below. 

Keywords  

Online education, online MBA, lessons learned  

1 INTRODUCTION  

 

According to Nelson (2016) there are over 140 AACSB accredited online MBA programs.  How does a business school at a state 

university complete in this already saturated market?  Montclair State University (MSU), is New Jersey’s second-largest public 

institution. As online education continues its rapid-paced growth, MBA programs have been one of the most common degrees 

offered online.  In 2016, Montclair’s Feliciano School of Business decided to enter into this crowded online MBA market. While 

some individual faculty members had experience developing online courses, the university only had limited experience with 

online programs and the School of Business had already been through one failed attempt at developing an online MBA. After a 

false start and sometimes rocky development process, the online MBA was successfully launched in the Fall 2016.  The program 

grew so fast that the leadership team needed to find innovative ways to handle the number of students. The lessons learned by 

the online MBA leadership team are detailed below.  

 

Lesson One – Take Your Time 

Some of the first faculty contacted to develop courses in the online MBA already had experience teaching in either online or 

hybrid formats.  Therefore, when the decision was made to develop the online MBA, faculty members were contacted and told 

to start developing courses.  The results were horrible - with no consistency among courses and some courses with sub-par 

recording of lectures.  The lesson learned here is to take your time.  Consider the overall look and feel of the program and ensure 

design consistency among courses. 

 

Lesson Two – Define Your Model Early 

Given that we were planning to launch the MBA in a very competitive market, we made the decision to compete by offering 

flexibility in terms of start times and delivery. We felt that if we offered many start times per year, we would be able to recruit 

students throughout the year. We also made the decision to offer the complete program asynchronously so students would not be 

restricted by their availability and/or their geographic location or time zone. 

 

We designed a multi-carousel model where students can begin their program six times per year or every eight weeks.  Since our 

MBA curriculum consists of both 1.5 credit and 3.0 credit courses, we designed the online program so students complete three 

credits of courses (either one 3.0 credit course or two 1.5 credit courses) every eight weeks. 

 

In order to provide a market-relevant online MBA program and assist with our recruitment efforts, we identified three niche areas 
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where we can offer concentrations specifically offered in an online format.  These areas included Project Management, Digital 

Marketing, and Human Resource Management.   

 

Since our initial program launch, we have expanded the concentration options to include Business Analytics and Finance.  

 

Defining the model early drove the development schedule and allowed the MBA office to develop a detailed multi-year schedule 

for the program.  Defining the concentration areas determined recruitment efforts in the relevant departments. 

 

Lesson Three – Involve Your Instructional Design Team from the Beginning 

In order to provide a consistent and professional look and interface, we involved the university Instructional Design (ID) team 

from the concept stage.  The ID team developed a professional template and student interaction that is utilized by all of the online 

courses.   

 

Each subject matter expert was assigned a member of the ID team to assist with developing pedagogical tools, student 

interactions, online assessments, and narrated lectures.  The IDs were able to help with best practices and incorporating the latest 

technologies into the online course.  If your university does not have IDs on staff, there are many instructional designers who 

can be hired for contract work.  

 

Lesson Four – Involve Your Technical Team from the Beginning 

When developing any online program it is essential to involve your technical team from the beginning.  This might sound obvious, 

but we overlooked certain elements.  Of course, the online MBA would make use of the university’s LMS (Canvas).  However, 

on ground students also have access to computer labs and the library.  Some faculty use software that cannot easily be installed 

on all types of computers.  For example, MS Project does not have a Mac version.  On ground students can go to a computer lab 

to complete assignments.  But how would we provide “lab” access to our online students. 

 

Lesson Five – Evaluate University and School Capabilities and Resources 

You need to measure institutional readiness for the online program: determine the stakeholders, supporters, and non-supporters. 

Having buy in from key constituents and administration is extremely important.  Which components of the online program will 

you handle in-house and which need to be outsourced? Should you use an online program manager (OPM)? How will marketing, 

admissions, and retention be handled? 

 

Lesson Six – Evaluate University and School Policies and Procedures 

Is there an already established process/procedure for launching the online program? If yes, does it need to be tweaked for this 

program? If not, who are the key contacts who can move the process along? Determine early on what the university is willing to 

set up/compromise on. Will the online courses be open to on-ground students? Some policies and procedures will be set up for 

on-campus education only.  For example, we needed to set up the infrastructure for 6 starts per year (including Summer starts) –  

a new procedure at the University. How will the faculty be paid? On or off-load? 

 

Lesson Seven – Plan for Success 

What is your plan if demand for your program skyrockets?  Our initial plan was to use adjuncts. After offering the first course 

online, we realized that it would not be feasible for the university to source adjuncts for our online MBA courses, so we 

determined that academic coaches could be used.  Academic coaches are hired to assist the online professor with grading, student 

communications, and facilitating the discussion boards. Working with an outside partner, when an online course exceeds the 

standard enrollment, the professor (subject matter experts) will be assigned an academic coach to support the large online section.   

 

2 CONCLUSIONS 

Despite a number of stumbles and false starts, the online MBA program at Montclair State University has proven to be a great 

success. In under 3 years our program went from 0 to almost 250 students while competition has increased with over 260 

AACSB-accredited business schools offering online MBA programs.  The seven lessons presented above provide a guide for the 

development of new online programs. 

 

3 REFERENCES 

Nelson, Colin. (2016). Continued Growth in Accessibility of AACSB-Accredited Online Degrees. Retrieved from 

http://aacsbblogs.typepad.com/dataandresearch/2016/10/continued-growth-in-accessibility-of-aacsb-accredited-online-

degrees.html. 

 

 

http://aacsbblogs.typepad.com/dataandresearch/2016/10/continued-growth-in-accessibility-of-aacsb-accredited-online-degrees.html
http://aacsbblogs.typepad.com/dataandresearch/2016/10/continued-growth-in-accessibility-of-aacsb-accredited-online-degrees.html


  

Northeast Business & Economics Association Proceedings 2019  138 

 

 

International Tax Reform: Confusing and GILTI 

 
Laura Lee Mannino 
St. John’s University 

8000 Utopia Parkway 

Queens, NY 11439 USA 

(718) 990-7315 

manninol@stjohns.edu 

 

 

ABSTRACT 

This paper highlights changes made by the The Tax Cuts and Jobs Act of 2017 (TCJA) to the U.S. income tax system as it applies 

to international transactions, particularly the taxation of U.S. taxpayers with overseas investments.  While many of the changes 

are welcomed by taxpayers, one change may come as a surprise.  The TCJA added a new provision to the tax law, which causes 

“global intangible low-taxed income”, or GILTI, to be subject to U.S. tax.  The new rules cause taxation of foreign-earned income 

that was not previously subject to tax. 
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1  INTRODUCTION 

The Tax Cuts and Jobs Act of 2017 (TCJA) had massive, widespread effects on the U.S. federal tax system.  One of the areas 

most affected by the TCJA was that of international taxation.  While the tax treatment of foreign investment in the United States 

saw only minimal changes, the tax treatment of U.S. taxpayers that invest abroad was radically changed.  Perhaps the greatest 

change was the addition of Section 951A to the Internal Revenue Code of 1986, as amended (Code).  Code § 951A causes certain 

U.S. taxpayers that invest in certain foreign corporations to include a portion of that foreign corporation’s income.  More 

specifically, a “U.S. shareholder” of a “controlled foreign corporation” must include such shareholder’s “global intangible low-

taxed income.”  The nickname for the new tax – GILTI – is derived from the last term.   

 

2  TAX REFORM EXPECTATIONS 

Although GILTI is a hot topic in the tax profession, there are a few reasons why some investors may not be aware of the tax 

obligation it creates.  The dialogue surrounding the U.S. corporate tax system that existed before the enactment of the TCJA 

would not have led one to believe that anything like GILTI would come to be.  The U.S. has always had a worldwide system of 

taxation.  Under a worldwide system, a country taxes all income of all of its citizens and entities, regardless of where such income 

is earned.  That means that a U.S. corporation, for example, would be subject to tax on all of the income it earns, including 

income earned abroad.  The worldwide aspect of the U.S. tax system can be seen in Code § 61, which causes “all income from 

whatever source derived” to be subject to U.S. tax.  For years, businesses have claimed that the United States’ worldwide system 

put U.S. corporations at a competitive disadvantage with their foreign competitors, most of which are incorporated in foreign 

countries that do not have a worldwide system of taxation, but rather a territorial system   Under a territorial system, a country 

taxes only the income that is earned within its borders.  Other criticisms of the U.S. tax system were that the system is far too 

complex and the corporate tax rate was far too high.  Naturally, the expectation – or hope – was that tax reform would simplify 

the international tax provisions, while moving the tax system closer to a territorial system of taxation. 

 

3  THE EFFECTS OF THE TAX CUTS AND JOBS ACT OF 2017 ON INTERNATIONAL TAXES 

 

Tax Rates 

While the gap between expectations and reality could cause someone to miss the enactment of GILTI, so too could the fact that 

the TCJA sends mixed messages.  One expectation prior to enactment was that the corporate tax rate would be reduced, as it was.  

This may have been the most publicized aspect of corporate tax reform.  Even those not in the tax profession undoubtedly heard 

of the decrease in the corporate tax rate from a maximum of 35% to a flat rate of 21%.  Tax reform met expectation in this regard.   

 

Dividend Participation Exemption 

Another expectation was that the United States would move away from a worldwide system.  Indeed, a new provision in the 

TCJA seems to do this.  Code § 245A, which was added by the TCJA, provides for a dividend participation exemption.  Under 
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this provision, if a U.S. corporation owns 10 percent or more of a foreign corporation that is not a controlled foreign corporation 

(CFC), the U.S. corporation will be permitted to take a deduction for the foreign source portion of any dividend it receives from 

the foreign corporation.  Prior to the TCJA, the U.S. corporation would pay U.S. tax on such income when repatriated to the 

United States in the form of a dividend.  The effect of the deduction, however, is that the U.S. corporation will not pay U.S. tax 

on the foreign earnings of the foreign corporation.  Clearly this is a step towards a territorial system.  Again, expectations were 

met by the TCJA. 

 

Global Intangible Low-Taxed Income 

 

Source of Income 

Now consider Code § 951A.  The GILTI provisions generally cause a U.S. shareholder to include in income its pro rata share of 

a CFC’s gross income (with some exclusions).  A U.S. shareholder is a U.S. person (i.e., U.S. citizen, U.S. corporation) that 

owns ten percent of more of the vote or value of a foreign corporation.  A CFC is a foreign corporation in which more than fifty 

percent of the corporation’s vote or value is owned by U.S. shareholders.  Excepted from the definition of income for this purpose 

is any income that is already subject to U.S. tax (because it constitutes what is known as “effectively connected income”).  

Accordingly, the GILTI inclusion is likely foreign source income.  Subjecting a U.S. person’s share of the foreign source income 

of a foreign corporation to U.S. tax is not a move towards a territorial system.  In contrast, the provision makes the U.S. system 

of taxation more worldwide than it was before.  Code § 245A might push the U.S. towards a territorial system, but Code § 951A 

pulls it right back. 

 

What is “Intangible” Income? 

Another misleading aspect of GILTI is found right in its name.  Section 951A requires the inclusion of global intangible low-

taxed income, leading many to believe that it applies only to income derived from intangible assets; however, this is untrue.  

Subsection (b) of Code § 951A defines GILTI as the excess of “net CFC tested income” over “net deemed tangible income 

return.”  Each term is defined in detail in the Code, but the general effect is that GILTI is a controlled foreign corporation’s total 

net income minus a 10% deemed return on the adjusted basis of its tangible property.  The principle behind the definition is that 

any income above the deemed return on tangible property is most likely derived from intangible assets.  However, there is no 

link to intangible assets in the actual definition of GILTI.   Therefore, taxpayers that have no income from intangible assets can 

be subject to GILTI.   

 

Effective Date 

Some taxpayers may have already filed returns showing GILTI inclusions (on Form 8992).  However, due to the effective date 

of Code § 951A, the due date for the first required inclusion may not have arrived yet for some taxpayers.  The GILTI provisions 

are “applicable to taxable years of foreign corporations beginning after Dec. 31, 2017, and to taxable years of United States 

shareholders in which or with which such taxable years of foreign corporations end.”  For example, assume that a U.S. 

shareholder files on a calendar year and that a CFC in which the shareholder has an interest has a fiscal year that begins October 

1.  Code § 951A would apply to the taxable year of the CFC which begins after December 31, 2017, which would be October 1, 

2018.  The CFC’s tax year would end on September 30, 2019 and the first GILTI inclusion would show on the shareholders 2019 

tax return. 

 

4  CONCLUSION 

While it’s clear that the Tax Cuts and Jobs Act had a significant impact on the United States’ taxation of international transactions, 

not all of the changes are consistent.  Changes to the corporate income tax rate and the dividend participation exemption means 

the U.S. will impose less tax on foreign-earned income.  However, addition of the GILTI provisions will result in the imposition 

of U.S. tax on foreign source income that was previously exempt from U.S. tax.  Moreover, because GILTI applies to more than 

just intangible income, many U.S. taxpayers with overseas investment will be surprised to learn that they are subject to the new 

tax. 
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ABSTRACT  

This study analyzes how interactions between intangible and tangible dimensions of distance between a leader and a follower 

are intertwined with interpersonal conflict, LMX, and satisfaction with a leader. We demonstrate that there is a significant 

relationship between psychosocial distance, physical distance and the frequency of communication, and that these types of 

distance are not independent, as claimed in the previous research. Physical distance moderates the relationship between 

psychosocial distance and conflict in that a misfit between high psychosocial and low physical distance leads to exacerbated 

conflict. LMX and satisfaction with a manager mediate the relationship between psychosocial distance and physical distance and 

amount of communication. Two dimensions of tangible distance have dissimilar effects. More dynamic communication 

component maintains equilibrium in relationship; less flexible physical distance leads to potential misfit with psychosocial 

distance and to a conflict. 

 

Keywords                                                                                                                                                                     

Psychosocial distance; tangible distance; interpersonal conflict; LMX, satisfaction with relationship 

 

1  INTRODUCTION 

In this study, we endeavor to analyze how interaction between intangible and tangible dimensions of leader-follower distance is 

intertwined with such important aspects of dyadic relationship as interpersonal conflict, LMX, and satisfaction with a manager. 

Taking into consideration the effect of distance makes it possible to investigate these organizational phenomena from a new and 

possibly insightful perspective. 

 

There is a lack of terminological parsimony in analysis of organizational distance.  Multiple terms used in different studies may 

involve the same meaning, e.g., concepts of social, psychological, and psychosocial distance are used interchangeably (Antonakis 

& Atwater, 2002; Bass, 1990; Napier & Ferris, 1993). At the same time, the same term is interpreted differently in different 

studies. For instance, Napier and Ferris (1993) describe psychological distance as the psychological effects of demographic, 

cultural, and value differences between a manager and a subordinate (p. 328). In contrast, other authors (Berson et al., 2015; 

Waldman & Yammarino, 1999) interpret psychological distance as a compound of hierarchical and spatial distance between a 

manager and a subordinate. Distant leaders according to this version are top-level managers, while close leaders are immediate 

supervisors. The distinction between distant and close leaders entails formal roles rather than leaders’ behaviors. Such distance 

represents a structural input to the job of managers that they cannot change substantially. The former understanding is broader: 

even immediate leaders can be very distant if they are perceived as aloof and inconsiderate. The implications of being “a distant 

leader” according to these two interpretations would vary significantly. In this study, we address distance as a result of behaviors 

of immediate leaders rather than structural characteristic. 

 

2  THE CONCEPTS OF PSYCHOSOCIAL AND TANGIBLE DISTANCES AND THEIR RELATIONSHIP 

For the purpose of thorough classification of various types of organizational distance, we utilize a modified version of typology 

by Antonakis and Atwater (2002). Their model involves leader-follower social distance, physical distance, and interaction 

frequency. The first category is intangible/internal, while the other two are tangible/external. We maintain that intangible aspect 

of distance includes both psychological and social characteristics. The former are grounded in differences and incompatibility in 

personality types, value systems, goals, and attitudes, the latter in differences in rank, power, and status. Thus, the accurate term 

that incorporates psychological and social aspects is psychosocial distance. It relates inversely to the mutual attraction of parties 

involved. A leader’s distance from followers in a group reflects this leader’s perceived distance from prototypical, or normative 
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conduct (Rast, Gaffney, and Hogg (2013). Leaders who represent normative attributes are seen as internally close; those who 

deviate from prototype, or from normative expectations, are perceived as more distant.  

 

Tangible facets of distance involve physical distance and frequency of communications between counterparts. These dimensions 

are conceived by Antonakis &Atwater (2002) as independent. We argue that firstly, two forms of tangible distance are closely 

related in that physical closeness enables more frequent and richer communication. We argue further, that tangible and intangible 

types of distance, though conceptually distinct, are not independent either. Torres and Bligh’s study (2012) indicated a positive 

correlation between social and physical distance. Howell et al. (2005) found that transformational leaders are more effective 

when they are close physically. Transformational leadership implies shared goals and vision, emotional connection, and, as a 

result low psychosocial/internal distance. When physical distance is low as well, it fits internal dimension and reinforces the 

effects of leadership. Basing on understanding that psychosocial distance, physical distance, and frequency of communication 

are related, we can hypothesize: 

 

H1a. There is a negative relationship between physical distance and amount of communication between leaders and followers 

H1b. There is a positive relationship between psychosocial and physical distance between leaders and followers. 

  H1c. There is a negative relationship between psychosocial distance and amount of communication between leaders and 

followers. 

 

Of the two components of tangible distance, amount of communication is more flexible and can be altered more easily than 

physical distance. Therefore, we can expect stronger relationship of psychosocial distance with amount of communication 

than with physical distance: 

 

 H1d. The strength of the relationship of psychosocial distance with amount of communication will be higher than with physical 

distance. 

 

We suggest that the relationship of fit/misfit exists between intangible and tangible distance. Consider a manager and an employee 

who feel strong mutual animosity due to incongruent values and goals but find themselves in adjacent cubicles. Clearly, their 

psychosocial distance is high, while external distance is low. When the tangible aspects of distance – physical distance and 

frequency of communication between a leader and a follower – become too close, an increased interaction would not fit high 

psychosocial distance between parties involved. Such misfit will generate tension and conflict. Consequently, we predict that 

external distance will moderate the relationship between psychosocial distance and interpersonal conflict between a leader and a 

follower. Since it is more difficult to alter physical distance than the amount of communication, the proposed tension will be 

stronger for the former:  

 

H2a. When psychosocial distance between a manager and a subordinate is high, low physical distance will be positively related 

to interpersonal conflict with the leader. 

H2b. When psychosocial distance between a manager and a subordinate is high, a high amount of communication will be 

positively related to interpersonal conflict with the leader. 

H2c. The strength of relationship of conflict with physical distance will be higher than with amount of communication. 

 

The previous hypotheses relate to a direct connection between intangible and tangible components of distance. It is plausible that 

an indirect interaction between psychosocial and external distance mediated by other variables exists as well. “Immediate 

suspects” would be leader- member exchange (LMX), and satisfaction from a relationship with a manager. When psychosocial 

distance is high due to incompatibility in values, attitudes, and goals, LMX declines due to diminished quality of relationship 

between this leader and employee. Weakened LMX in turn leads to increase in external distance. However, since frequency of 

communication can be changed easier than physical distance, the impact of low LMX on amount of communication will be 

stronger. Thus, we can formulate the following hypotheses: 

 

H3a. LMX mediates the relationship between psychosocial distance and physical distance.  

H3b. LMX mediates the relationship between psychosocial distance and amount of communication. 

H3c. The strength of relationship of LMX with frequency of communication will be higher than with physical distance. 

 

Similar reasoning can be employed regarding relationship of distance and satisfaction of a subordinate with a manager. If 

psychosocial distance is high, it should cause low satisfaction with a manager, and that in turn will impact both dimensions of 

tangible distance. Therefore, satisfaction would mediate the relationship between psychosocial and tangible distance. Again, 
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since communication is a more a flexible component than physical distance, the relationship of satisfaction with this dimension 

will be stronger than with physical distance: 

 

H4a. Satisfaction with a manager mediates the relationship between psychosocial distance and physical distance.     

H4b Satisfaction with a manager mediates relationship between psychosocial distance and frequency of communication. 

H4c. The strength of relationship of satisfaction with frequency of communication will be higher than with physical distance. 

 

3  METHODOLOGY  

1200 participants were recruited through the Centiment, a market research online panel designed for organizational research from 

various industries, racial background, and ethnicities. Participants were 51.4% females, 48.5% males, and on average 42.26 years 

old.   

 

Psychosocial distance (7 items), physical distance (3 items), and frequency of communication (1item), were measured using scale 

constructed by Torres and Bligh (2012). Interpersonal conflict with the supervisor was measured using 4-item scale by Spector 

and Jex, (1998). LMX was assessed through the LMX-MDM model scale (Liden & Maslyn, (1998). Satisfaction with the leader 

was measured using Job Diagnostic Survey by Hackman & Oldham (1974).  We conducted confirmatory factor analyses (CFA) 

on all items except for frequency of communication, which is a single item using LISREL 8.80. The model demonstrated an 

acceptable fit: χ2 (396) = 3632.05, CFI = .95, RFI=.94, NFI = .94, RMSEA = .10, SRMR=.09.  

 

4  RESULTS 

We found negative relationship between physical distance and frequency of communication between leaders and followers (r = 

-.16, p < .01) and support for hypothesis 1a. Data provided support for hypothesis 1b (r = .17, p < .01), which postulated positive 

relationship between psychosocial and physical distance. Results also confirmed hypothesis 1c that predicted negative 

relationship between psychosocial distance and frequency of communication between leaders and followers (r = -.28, p < .01). 

Data supported hypothesis 1d, as well as relationship between psychosocial distance and communication is (r = -.28, p < .01) of 

stronger magnitude than with physical distance (r = -.16, p < .01). 

 

Hypotheses 2a-2b posited the moderating effect of psychosocial distance between relationship of tangible distance and 

interpersonal conflict. Stepwise regression was utilized to test these hypotheses, where product term of independent variable and 

moderator was introduced in the second step after entering moderator and independent variable in the first step using SPSS 20.  

Results indicate that under high psychosocial distance physical distance predicted interpersonal conflict (β = -.03, ∆R2 = 0.005, 

p < .05), but frequency of communication did not (β = .007, ∆R2 = 0.00, p > .05). Correlation between interpersonal conflict and 

physical distance is (r = .15, p < .01) was higher than of conflict with frequency of communication (r = -.11, p < .01), thus 

supporting hypothesis 2c.   

 

Hypotheses 3a and 3b proposed mediation by LMX on tangible distance. LMX was related to frequency of communication but 

not to physical distance (β = .18; CI= .08, .28). LMX had an indirect effect on the relationship between psychosocial distance 

and frequency of communication (point estimate = -.11; CI= .-.18, -.04). Hypothesis 3c posited that the strength of relationship 

of LMX with frequency of communication would be higher than with physical distance. Data shows that the correlation between 

LMX and frequency of communication was r = .27, p < .01 and between LMX and physical distance was r = -.07, p < .01, thus 

supporting the hypothesis. 

 

Hypotheses 4a and 4b proposed satisfaction with the leader would mediate the relationship between intangible distance and two 

dimensions of tangible distance. Satisfaction was not related to physical distance (β = .04; CI= - .04, .17), but was related to 

frequency of communication (β = .12; CI= - .03, .20). The indirect effect of psychosocial distance on frequency of 

communication was significant via satisfaction with the leader (point estimate = -.07; CI= .-.15, -.002). Hypothesis 4c was also 

supported: correlation between frequency of communication and satisfaction with the leader was higher (r = .24, p < .01) than 

correlation between satisfaction with the leader and physical distance (r = .07, p < .05). 

 

 

5  DISCUSSION  

Our findings contribute to a growing body of literature on the role of distance in organizations. We found that psychosocial 

distance, amount of communication and physical distance are not independent, and that there is a significant relationship between 

components of distance. Psychosocial distance was positively related to physical distance and even more strongly to the 

frequency of communication. In addition, tangible dimensions of physical distance and frequency of communication were found 

to be significantly and negatively related.  
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Interactions of components of distance become even more intriguing when other organizational phenomena are and incorporated 

in analysis.  LMX and satisfaction with a manager play mediating roles between psychosocial distance and frequency of 

communication. Increased psychosocial distance reduces both LMX and satisfaction, and this decrease in turn lowers the 

frequency of communication between a leader and a follower. We did not find support for hypotheses that LMX and satisfaction 

mediate the links between psychosocial distance and physical distance. A plausible explanation is that physical distance is a less 

flexible component of tangible distance than frequency of communication.  

 

At the same time, being less amendable, physical distance brings about another important outcome. It creates tension in the 

relationships between a manager and an employee due to potential misfit with their psychosocial distance. One of the central 

findings of this research is that physical distance moderates the relationship between psychosocial distance and conflict. When 

physical distance is close but psychosocial distance is large, interpersonal conflict exacerbates. As far as frequency of 

communication is concerned, we did not find it to have a moderating effect in the relationship between psychosocial distance 

and conflict. The “elasticity” of the communication variable provides an explanation for this result: when internal distance is 

high, the involved parties increase their external distance by reducing frequency of communication between them. In this fashion, 

the components of distance stay in balance and alleviate conflict. Thus, an interesting finding of this study suggests that the two 

dimensions of tangible distance have dissimilar effects. The more dynamic communication component changes more easily and 

maintains equilibrium in a system, mitigating conflicts. The less flexible physical distance leads to potential misfit with 

psychosocial distance and to a conflict between involved parties.  
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ABSTRACT 

This study develops a longitudinal cased based analysis of Apple’s transformation to a service-oriented strategic posture and 

business model in response to accelerated growth in digital technologies and rapid change in its competitive markets. The case 

study provides us with a more thorough understanding of the why and how of Apple’s announced plan to transform itself into a 

major service-oriented high technology company. Furthermore, we map Apple’s transformations through a four-cell strategic 

typology depicting the impact of disruptive technologies on industry boundaries. The typology provides us with a framework 

and better understanding of why and how large firms go through transformations to maintain their corporate vitality. 
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1 INTRODUCTION 

Advances in technology have altered the dynamics of well-established companies and industries by completely changing how 

the rules of the game are played and by creating entirely new industries. Whether it was the advent of the telescope, steam power, 

electricity, the light bulb, the telephone, the microprocessor, the automobile, the computer, the Internet, or the smartphone, 

technology has a way of sneaking up on and displacing conventional thinking, industry attractiveness, and business 

competitiveness.  In March 2019, Tim Cook, Apple CEO announced a major shift in Apple's corporate strategy and business 

model as its high margin, high-end smartphones sales took a hit in 2018 and into 2019. In fiscal 2018, Apple generated revenues 

of $265.6 billion of which 62% were in iPhones, 23% iPads, Macs, Apple watches and other devices and 15% in services (Apple 

Store/Apps, iTunes, enterprise services). In 2018, Apple net income was $59.4 billion and had cash and marketable securities of 

$65 billion. Cook’s announced transformative strategy aims at differentiating Apple from its high-tech rivals by infusing 

“progressive values" such as inclusion, equality, and environmentalism into the company's iconic brand. In short, Cook plan is 

to maintain Apple's corporate vitality and superior competitive advantage by transforming the company into a digital hub of 

connected devices and integrated services across a wide array of industries and markets. Mickle and Flint (2019) reported Cook's 

transformative strategy takes "Apple out of its comfort zone into areas where it has failed in the past, and that today are replete 

with risks and competition." It's hard to believe that in just over a decade, Apple's revolutionary smartphone and its device-

centered strategy might be coming to an end. Or is it?   

 

2 RESEARCH METHODOLOGY 

Strategic typologies have been popular among management scholars for long. Among the most commonly used in strategic 

management research is the Miles and Snow (1978) four-cell typology of a company’s strategic postures: Prospector, Defender, 

Analyzer and Reactors. This study develops a longitudinal cased based analysis of Apple’s transformation to a service-oriented 

strategic posture and business model in response to accelerated growth in digital technologies and rapid change in its competitive 

markets. Specially, we utilize a case-based research methodology to provide us with a more thorough understanding of the why 

and how of Apple’s announced plan to transform itself into a major service-oriented high technology company (Yin, 1989).  The 

use of case studies, and their attendant Instructor’s Manuals, allows the authors to determine the impact of management's actions 

and environmental factors on the strategic posture and performance pursued by companies over time.  This also allows the authors 

to make causative determinations of how and why a company strategy was developed.  

 

This case study focuses on the explanatory aspects of case research. We look at the case of Apple's move to an innovative business 

model with a focus on shared values and services as its transitions away from a business model with primary focus on design 

and manufacture of physical devices. The move toward new innovative strategies and business models is necessary for 

organizations to survive. The move to services for high technology companies is not uncommon given the constant and rapid 
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threats to their business model. Since its founding in the 1970s, Apple has risen and declined through several organizational and 

industry life cycles. Apple is currently in the midst of a fourth organization and strategy transformation in its relatively short 

history. Through a longitudinal case study of Apple's transformations, we will map Apple’s trajectory and transition from 

personal computers (1974 – 1996) to its introduction of innovative products and services with the iMac, iPod (1997 - 2007), its 

industries changing introduction of the iPhone inspired eco-systems of products and services (2007 - 2018), to its current 

transformative move into a service-driven business model (2019). Furthermore, we map Apple’s transformations through a four-

cell strategic typology depicting the impact of disruptive technologies on industry boundaries. The typology provides us with a 

framework and better understanding of why and how large firms go through transformations to maintain their corporate vitality. 

 

3 THE NEW LOGIC OF COMPEITION ANS CORPORATE VITALITY 

Kimura, Reeves, and Whitaker (2019) in their study of large firm vitality found that "the logic of competition has changed—

from a predictable game with stable offerings and competitors to a complex, dynamic game that is played across many 

dimensions. Leaders who understand this, and re-equip their organizations accordingly, will be best positioned to win in the next 

decade." These researchers noted a pattern of increased large company's transformation failures (Companies with a minimum 

market capitalization of $10 billion). To increase the odds for a successful transformation for large companies these authors 

identified five imperatives: increasing the rate of organizational learning; leveraging multi-company ecosystems; spanning both 

the physical and the digital world; imagining and harnessing new ideas, and achieving resilience in the face of uncertainty. 

 

Vitality (Reeves 2017) is defined as a firm's ability to explore new options, to renew its strategies, and to grow sustainability. 

Few firms, especially high technology firms, are able to maintain their vitality for long such as HP, General Electric, IBM, or 

Texas Instruments. Witness the demise of once industry-dominated technology firms such as Yahoo, Wang, Digital Equipment, 

Cabletron and Kodak. In an article by Michelman (2018) Credit Suisse reported that the average age of an S&P 500 company is 

less than 20 years, down from 60 years in the 1950s. Today one in three firms fail or are acquired by other companies.   And the 

trend downward in firm longevity is expected to accelerate with the rise in disruptive technologies and the advent of what Schwab 

(2016) calls the fourth industrial revolution. A revolution that is not only about smart and connected devices and systems, but is 

wider in scope involving breakthroughs in nanotechnology, biotechnologies, material sciences, quantum computing, broadband 

technologies (fifth generation Internet) and artificial intelligence.  

 

In a study on what drives vitality in companies, the Boston Consulting Group (BCG) noted that, "preserving past advantages and 

position is not sufficient to thrive in today’s complex and dynamic business environment. In a fast-changing world, only the vital 

will survive." (Reeves 2017). The study found that declining vitality is making large companies increasingly vulnerable to 

change. It noted that just 7% of companies that were market leaders in their industries were also profit leaders. That declining 

vitality by large companies made them increasingly vulnerable to change. This is normal as firms advance through several stages 

of organizational growth and through their competitive advantage life cycles. What is abnormal is the velocity in which firms, 

especially high technology firms, now move through their competitive advantage life cycle. What makes today’s digital 

revolution different from previous technology revolutions is the accelerated growth in advance digital technologies and the 

exponential disruptive change in the nature and dynamics of competition. What Kimura, Reeves, and Whitaker (2019) call the 

new logic of competition. The Wall Street Journal reported that: "Corporate mortality is further exacerbated by three broad 

trends: a more diverse, harsher and less predictable business environment; the faster pace of technological innovation; and the 

increasing integration of business ecosystems and global markets, which while good for economic vitality, adds to the risks of 

system-wide shocks." Competitiveness in the 2020s digital world will be global, interdependent and interpenetrating across all 

industries, sectors of economies, and national borders. It will spread quickly resulting in a drastic drop in the cost of digital 

technologies (devices) and telecommunication. As prices drop, digital technologies and services will be rapidly infused and 

diffused into the new logic of competition, disrupting and destabilized industry boundaries as well as relationships among rivals, 

suppliers, customers and other entities (local, national and international governments, non-state actors and NGOs). Additionally, 

the digital revolution enables and facilities the firm's capacity to problem-solve, continuously innovate, and upgrade capabilities 

(deep data analytics, artificial intelligence, automation, enhanced learning communities). 

 

4 TECHNOLOGY IMPACT ON MARKET BOUNDARIES: A STRATEGIC TYPOLOGY 

One of the biggest challenges faced by corporate strategists today is the degree to which a firm can exploit the accelerated growth 

in digital technologies and gain a competitive advantage.  The business press is littered with the obituaries of companies that 

have failed to effectively compete in technologies that are destabilizing the relationship of the firm between its rivals, customers, 

and suppliers. Drucker (1999) reminds us that customers, technologies, and markets can and do they. This is especially evident 

in high technology industries and companies where customers, technologies, and markets are in a state constant flux. Advances 

in technology, especially digital technologies (information technologies and telecommunications) have altered the dynamics of 

well-established companies and industries by completely changing how the rules of the game are played and by creating entirely 

new industries.  In such a world of constant flux and accelerated change how does a firm maintain its corporate vitality? 

Technology disruptions have accelerated the erosion of formerly distinct boundaries, thus shifting the manner in which firms 
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conduct business, the nature of industry competitiveness and the nature of organizations. Exhibit 1 depicts the technology impact 

on market erosion and relationships by examining the changing nature of industry boundary dynamics through a four cell industry 

boundaries typology: Quadrant A: Quiescent, Quadrant B Prospecting, Quadrant D Agitation, and Quadrant D turbulence. 

 

Exhibit 1 

 
Quadrant A: Quiescent. Quadrant A represents a quiescent or quiet (steady) state where the boundaries between the firm and its 

rivals, customers, and suppliers are fixed. Thus the competitive environment is relatively stable. Industry change is incremental 

or evolutionary within its boundaries. As such, each player (firm, rival, customer, supplier) has the capability to adjust or adapt 

to change in a timely manner.  Any technology advances have the capacity to sustain (not disrupt) the firm's rivals' and suppliers' 

business models.  Any variations to the customers’ value propositions remain relatively slow and predictable. 

 

Quadrant B: Prospecting. This stage depicts a situation where an industry's competitive dynamics are “heating up” and being 

steered in accordance with technological advances. Technology in this stage acts as a catalyst for softening an industry’s 

boundaries, although its boundaries remain relatively fixed and clear.  The firm's relationship to its customers, rivals, and 

suppliers remains relatively predictable, although new relationships are emerging. While industry change is still incremental, the 

pace and frequency of change are starting to accelerate. Any technological change is sustainable short-term for the firm and its 

rivals and suppliers. Change to customer value creation proposition is in its incipient or early stage. Firms, rivals, and suppliers 

should start prospecting for innovation and upgrade in its capabilities. Customer switching cost remains relatively high, but 

advances in digital product and technologies are starting to decrease the cost to switch. 

 

Quadrant C: Agitation.  This stage reflects an increased agitation or the “stirring up” of industry dynamics and relationships. 

Advances in technology are also starting to “heat up” at a more accelerated pace. Change is no longer incremental, but rather 

borders on revolutionary.  Industry boundaries are fading fast. Firms’, rivals’, and customers’ once stable relationships are no 

longer clear (become blurred) forcing each player to seek new opportunities to move into another’s space. Suppliers may move 

laterally forward, as they are no longer a subcontract, but a rival. Customers may move laterally backward, no longer a customer, 

but now a new rival. The firm itself may also move laterally into adjacent industries becoming a rival to its former suppliers and 

customers. Finally, other rivals may make similar lateral strategic moves in not only their industry, but also the industries of their 



  

Northeast Business & Economics Association Proceedings 2019  147 

 

suppliers and customers as well. Change is beginning to disrupt industry dynamics and firm, rival, supplier, and customer 

relationships. Revolutionary alteration is drastically reshaping the industry’s competitive dynamics. Firms, rivals, and suppliers 

pursue both inorganic and organic growth opportunities inside and outside their traditional industries. Customer value creation 

models are also rapidly evolving, permitting customers to have more choice and greater value creation opportunities.   

 

Quadrant D: Turbulence.  This stage reflects a highly chaotic and turbulent environment. Exponential technological growth and 

accelerated change have stirred up the agitation stage to such a degree that radical inclusive thinking is becoming the predominant 

environmental paradigm. The pace of change has also “heated up” to the point where change is no longer discrete and 

evolutionary, but quantum and revolutionary. Consequentially, the firm's competitive environment remains in constant flux. 

Industry boundaries are no longer clear. Firms, rivals, and suppliers find it extremely difficult to maintain or erect barriers to 

prevent entry or defend the current position. Firms, rivals, and suppliers also find themselves in hyper-competition with each 

other, from others outside, as well as those from adjacent or even distant industries. In this final stage, emergence players and 

industries have now replaced what were once separate and distinct industries and relationships. Power has shifted to customers 

who have access to digital technologies, products, and services that enhance purchasing power and increase value creation 

opportunities.  

 

5 APPLE AND THE GLOBAL SMARTPHONE INDUSTRY: SOME INITIAL OBSERVATIONS 

Steve Jobs. Upon his return to Apple in 1996, Steve Jobs is credited with saving Apple from almost certain bankruptcy. He 

created a new excitement about Apple and its products, first with the iMac, then the iPhone and a host of other "insanely great 

products and services" through an innovative "digital hub" strategy.  In short, Jobs was able to maintain Apple's vitality by 

exploring several options, renewing its strategies and grow sustainably. In 2007, Jobs reinvented and transformed Apple and, in 

the process, changed the nature of competition across numerous industries. 

 

Tim Cook. While Jobs moved Apple from its dire financial and strategic situation, Cook is in the enviable position of having 

significant financial and other resource strengths and competencies at his disposal to explore numerous options, renew its 

strategies and to grow.  While Apple is currently engaged in exploring numerous strategic options in driverless cars, 5G 

technologies, and a host of other next-generation digital technologies this study looked at Apple's transformation into a services 

dominant business model and away from one driven by devices, product dominant business model. Apple is extending its digital 

expertise to other industries (entertainment, media, original content, banking, financial services, gaming) similar to what it did 

with the music (iTunes), photography (digital photography), computer, and software application (App Store) industries. Cook 

plan is to turn Apple's fortunes around with a transformative shift away from its traditional business model of a multi-product 

centric platform to one driven by interrelated services dominated gaming, financial services, and media titan. Under this approach, 

devices become peripheral to its corporate strategy and to a service, fee-based business model.  

 

Apple's new transformative corporate strategy is focused on differentiation by leveraging its unique ability to design and develop 

its own operating systems, hardware, application software, and services to provide its customers new products and solutions with 

superior ease-of-use, seamless integration, and innovative design. Apple’s unique and innovative business model allowed it to 

charge higher than average industry selling prices and earning it higher than industry average gross margins. From 2007, when 

it introduced its game-changing smartphones, Apple had a significant price premium over rival smartphones. By 2018, Apple's 

competitive advantage came under assault as the smartphone industry matured making the smartphone a low margin commodity.  

 

Global Smartphone Industry. The smartphone industry in 2018 was a hyper-competitive, global market characterized by 

aggressive price cutting resulting in downward pressure on industry profits and gross margins. Competitors frequently introduced 

new products that resulted in short product life cycles, evolving industry standards, continual improvement in product 

price/performance characteristics, rapid adoption of technological and product advancements by competitors, and price 

sensitivity on the part of consumers. Both Apple and Samsung saw low sales in 2018 and into 2019 due to the high price of their 

devices. On the other hand, both Huawei and Xiaomi saw a boost in sales in 2018, as compared to 2017. If this trend continued 

Huawei and Xiaomi look to leave Apple behind in the multi-billion dollar, global smartphone market. In response, Cook hoped 

to generate new growth for Apple by selling an array of digital services and products in formerly distinct industries (Quadrants 

A and B) into Quadrants (C) agitation (Apple’s move into content, media, news, financial services and D turbulence. 

 

6 CONCLUSIONS: MAINTAINING CORPORATE VITALITY 

What does it take for an organization to survive and remain vital in today's new logic of competition? Transformative change 

management requires both the firm and people who lead it to pivot and adapt quickly to new ways of doing things and new ways 

of working. It also demands the organization to be agile and efficient at the same time.  Transformative strategic management 

mandates a variation in the way strategic leaders and workers think about their organizations, their jobs, and their competitive 

markets. It necessitates, as Friedman (2016) maintains, radically inclusive thinking. This type of thinking is based on strategic 

analysis that includes as many relevant people, processes, disciplines, organizations, and technologies as possible. Factors, 
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Friedman maintained, are often kept separate or excluded altogether from traditional business thinking and heuristics (mental 

models). Some of the lessons that we can pull from the Apple case observations are: There is a difference between having a 

product advantage and having a competitive advantage. Product advantages will last only so long, while competitive 

advantage is on constant innovation and radically inclusive thinking. Thinking where there are no boxes at all. This type of 

thinking can improve the odds for maintaining virtually. 
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ABSTRACT 

This paper investigates whether corporate governance characteristics have a significant impact on the leverage and financial 

performance of French real estate companies. International evidence suggests that REITs have different capital structure and 

access to leverage depending on their country of origin. Also, levered publicly-traded real estate firms seem to generate higher 

stock market returns than unlevered firms. This study concentrates on France where ownership concentration and board structure 

have always influenced access to long-term debt and financial performance. The sample used for this empirical study covers 40 

publicly-traded real estate firms (SIICs) for the period 2010-2017 (283 firm-year observations). Results show that family-

controlled firms and unitary board structures are associated with lower leverage ratios. In contrast, institutional shareholdings 

are significantly larger in two-tier board structures and are associated with higher market-to-book ratios. 

 

Keywords 

Real estate firms, leverage, corporate governance 

 

1 LITERATURE REVIEW 

Previous research on capital structure decisions in international real estate markets has focused on a variety of factors with mixed 

results. Using a sample of publicly-traded real estate firms from eight countries, Giacomini et al. (2015) examine the effects of 

leverage on firm-level returns. They observe levered public market real estate returns were significantly higher and more volatile 

than unlevered returns over their 2002-2011 sample. In addition, they find leverage amplifies REIT returns, where a 0.5 standard 

deviation change in leverage has a 13.69% impact on returns. Notably, for our study, they also find levered returns are positively 

associated with lagged excess stock market returns in each country except for France. 

 

Cashman et al. (2016) investigate the determinants of capital structure decisions of Asia-Pacific REITs. They find that leverage 

is a function of political risk for real estate firms holding real estate investments across international borders. Accordingly, real 

estate firms are more likely to use debt when 1) the efficiency of government functioning increases, 2) the financial impact of 

political turmoil decreases, and 3) the ability to repatriate cash flows back to the firm’s home country increases. Consequently, 

they observe countries with high degrees of political risk use less debt than their counterparts operating in more politically stable 

environments.   

 

At the country level, Deng et al. (2018) provide significant insights into how real estate firms make financing decisions. Deng et 

al. (2018a) assess how different institutional features can affect the capital structure decisions of the Chinese mainland and Hong 

Kong-based property firms. They observe that managerial shareholding and ownership concentration are negatively associated 

with the debt ratio. Furthermore, after controlling for mean-reverting behaviors, variations in the debt ratio are strongly driven 

by available internal financing and investment needs. In another study, Deng et al. (2018b) use a panel of U.S. firms from 1985 

to 2013. They document that real estate risk is negatively associated with firms’ long-term external financing in equity and debt. 

Additionally, although there is a reduction in external financing, they find the overall effect on leverage depends on the measure 

of risk and the composition of assets.  

   

Doan and Nguyen (2018) investigate the negative relationship between leverage and returns in the context of REITs’ corporate 

governance. They observe that, during the financial crisis; REITs’ board activity increased the most among firms with higher 

degrees of leverage. In addition, they find that board activity alleviated previous negative returns due to leverage. Finally, they 

show that, following the crisis, active boards decreased their leverage and were associated with higher returns.  
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2 SAMPLE DESCRIPTION 
 

2.1 Definition of Societes d’Investissements Immobiliers Cotees (SIICs) 

Investments in real estate are very segmented across countries. French REITs (called SIICs) became a legal investment vehicle 

in 2003 in order to compete with Belgian, Dutch and German funds (see reitmind.com). They are exempt from taxes as long as 

they distribute 85% of their income every year (as opposed to 90% in the U.S.) and 50% of their capital gains within 2 years. In 

addition, a single shareholder (or group of investors acting in concert) cannot own more than 60% of the firm’s shares and the 

firm must float a minimum of 15% of its stock. Foreign investors have to pay a 25% withholding tax but numerous tax treaties 

reduce this tax rate (for example 18% for members of the European Union and Norway). 

 

2.2 Sample Construction 

Our sample started with all real estate firms (SIICs and real estate services) traded on Euronext Paris in 2010. After deleting 

companies that were delisted or acquired since 2010, and adding 4 IPOs that took place after 2010, we ended up with 40 

companies covering the period 2010-2017 (283 firm-year observations). Table 1 compares our sample size and leverage ratios 

to the ones used in Giacomini et al. (2015). In their study, leverage is defined as Total debt divided by (Total debt + market value 

of equity) and the authors only include 9 French firms for 2010 and 2011. Leverage ratios are slightly higher in our sample but 

have been steadily declining since 2010. 

 

      Table 1. Sample Comparison  
 

  Giacomini et al. Millet-Reyes et al. 

  Leverage Leverage 

  US France France 

Year n Leverage n Leverage n Leverage 

2002 105 0.503 6       

2003 103 0.442 6 0.466     

2004 106 0.399 4 0.361     

2005 122 0.424 6 0.406     

2006 112 0.401 10 0.334     

2007 101 0.472 10 0.427     

2008 99 0.590 10 0.580     

2009 100 0.478 9 0.517     

2010 104 0.426 9 0.510 34 0.538 

2011 104 0.442 9 0.544 35 0.561 

2012         32 0.593 

2013         34 0.534 

2014         34 0.556 

2015         38 0.511 

2016         39 0.455 

2017         37 0.457 

Total 1056  79  283  

 

 
Table 2 provides univariate statistics for the variables used in our data analysis.  Our sample includes a wide variety of real estate 

firms, with small SIICs such as Groupimo (assets of 2.9 million euros) and large companies such as Klepierre (assets of 25.1 

billion euros in 2017), Europe’s second-largest publicly-traded mall operator. The sample also includes Ubibail-Rodamco which 

became the largest European commercial real estate company in 2018 after its acquisition of Westerfield (an Australian operator 

of shopping centers).  
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Table 2. Descriptive Statistics 

Variable  Mean Min. 25% Median 75% Max. 

Assets 2242.3 2.9 148.8 358.4 1756 25145.8 

Leverage 0.523 0 0.431 0.548 0.673 0.980 

LT Leverage 0.456 0 0.353 0.480 0.622 0.960 

Debt 0.487 0 0.393 0.523 0.621 0.984 

LT Debt 0.423 0 0.290 0.457 0.575 0.984 

ROA 0.034 -0.439 0.015 0.028 0.049 0.212 

MTB 0.407 0.018 0.222 0.357 0.493 2.562 

Family 31.8 0 0 25.8 55.9 89.2 

Instit 21.2 0 0 14.4 36.6 68.5 

 

Four variables measuring leverage are included in this study: Leverage (total debt/(total debt + market value of equity), LT 

Leverage (Long-term debt/ (Long-term debt + market value of equity), Debt ratio  (Total debt / Total assets) and LT debt ratio 

(LT debt / total assets). Two financial performance variables are also constructed: ROA (Net Income/Assets) and MTB (market 

capitalization/ book value of assets). Last, we include two ownership variables: family (% of family/founder/individual 

ownership) and instit (% of institutional shareholdings). 

Sample statistics show that more than half of these SIICs have some family/individual owners (the median is 21.8%) and that a 

majority of them have institutional investors (the median is 14.4%). 
 

Table 3 provides correlation coefficients for the variables measuring size, ownership structure, leverage, and financial 

performance. As predicted, there is a negative correlation between firm’s size (measured by total assets) and family ownership, 

but a positive one between firm size and institutional shareholdings. The only significant association between debt and ownership 

structure is the negative correlation between family shareholdings and long-term debt ratios, suggesting that family firms have 

limited access to external financing. Both MTB and ROA are negatively correlated with debt financing but MTB is positively 

associated with institutional ownership. 
 

         Table 3. Correlation Analysis 
 

 Assets Leverage LT Leverage Debt LT debt ROA MTB Family Instit 

Assets 1 -0.019 -0.010 0.021 0.024 0.077 0.022 -0.323* 0.655* 

Leverage  1 0.861* 0.896* 0.754* -0.351* -0.731* 0.019 -0.080 

LT Leverage   1 0.782* 0.905 -0.208* -0.571* -0.111 0.011 

Debt    1 0.868* -0.373* -0.554* -0.037 0.026 

LT debt     1 -0.247* -0.404* -0.161* 0.107 

ROA      1 0.267* 0.077 0.042 

MTB       1 -0.105 0.130* 

Family        1 -0.505* 

Instit         1 

 

   
(*) indicates significance at the 0.01 % level 

 

3 BOARD STRUCTURE AND FAMILY CONTROL 
 

3.1 Corporate Governance in France 

France and the U.S. rely on corporate governance characteristics that are significantly different. In the U.S., the majority of 

companies (including REITs) are widely held, with public markets providing scrutiny and monitoring. In contrast, France relies 

on ownership concentration, with families still controlling a significant proportion of the economy. Family-owned firms are 

usually less transparent in their financial reporting and decision-making and can generate significant conflicts of interest with 

minority shareholders. In addition, the French legal system allows companies to choose between a one-tier or two-tier board 

system. Two-tier boards split decision-making into two structures: a Supervisory Board (similar to a unitary board of directors) 

and a Management Board (in charge of executive decisions). Although two-tier boards were originally thought to generate 

efficient and fast decision-making, they have been criticized for their opacity and potential for board interlocking. The potential 

for agency conflicts and information asymmetries derived from these corporate governance mechanisms influences capital 

structure decisions and the cost of external debt financing. 
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3.2 Impact of Governance Mechanisms on Leverage 

This section investigates whether board structure and family control have an impact on leverage ratios and financial performance 

of SIICs. Table 4 reports t-test results based on two-sample splits.  

 

     Table 4. T-tests based on board and ownership structures 
 

Variable  BOARD=1 

(63 obs) 

BOARD=0 

(220 obs.) 

FAM=1 

(139 obs.) 

FAM=0 

(144 obs.) 

Assets 3612.6 2107.1 1815.9* 3046.9* 

Leverage 0.560 0.512 0.517 0.529 

LT Leverage 0.534* 0.434* 0.423* 0.488* 

Debt 0.549* 0.470* 0.478 0.496 

LT debt 0.522* 0.394* 0.387* 0.457* 

ROA 0.037 0.033 0.039 0.029 

MTB 0.395 0.411 0.383 0.431 

Family 37.0 30.3 52.9 11.4 

Instit 27.3* 19.5* 14.6* 27.6* 

 

   
     (*) indicates significance at the 5% level 
 

Our first test examines whether unitary and two-tier boards have significantly different ownership structures, leverage ratios and 

performance measures. We construct a dummy variable BOARD that takes a value of 1 when the firm has a two-tier board 

structure. Board monitoring has been shown to improve corporate governance quality.  

 

Deng et al. (2018) show that, after the financial crisis, active boards reduced the leverage of REITs  to generate higher returns. 

Table 4 reports the T-test results based on the two values of BOARD. Two-tier board structures (8 out of the 40 firms) are 

significantly larger companies with better access to long-term financing and higher levels of institutional ownership. 

 

The second sample split presented in table 4 is based on family control. The dummy variable FAM takes a value of 1 when the 

company has family/individual ownership, a family/founder CEO, and/or a family/founder chairman. Within this sample, a firm’s 

founder or family member controls 23 out of the 40 firms. T-test results show that family-controlled firms are smaller entities 

with lower institutional ownership and reduced access to long-term external financing. Last, our results indicate that financial 

performance, as measured by MTB and ROA, is not affected by board structure or family control.  

 

4 CONCLUDING REMARKS 

This study investigates the association between corporate governance characteristics and debt financing of real estate firms in 

France. International studies focusing on the financial performance of REITs provide mixed results because they often provide 

limited evidence on the corporate governance mechanisms of these firms. Our results show that real estate companies with 

institutional shareholders are associated with higher market-to-book ratios. Family-controlled firms appear to have reduced 

access to long-term financing. Last, our results indicate that two-tier board structures have larger institutional shareholdings and 

higher leverage ratios than unitary boards.  
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ABSTRACT 

This paper presents a review of the literature on Telehealth interventions for chronic disease patients. Individuals living with 

chronic diseases demand a significant amount of healthcare resources, which has created both cost and resource constraints in 

the healthcare sector. Telehealth and telemedicine, which incorporate the use of telecommunication technologies in patient care, 

has been proposed as a potential solution to reduce healthcare utilization and associated costs and improve patient outcomes, yet 

its adoption is not widespread. Studies have analyzed the effects of various types of telehealth interventions on patient health 

outcomes, healthcare utilization, patient and provider perceptions of telehealth services, and practicality for use in a real-world 

setting, however, the literature shows inconsistent findings. Numerous concerns exist including implementation costs, security 

and confidentiality of patient data, long-term benefits, and technology integration and adoption. To gain a more complete 

understanding of the effects and benefits of telehealth, further research is needed to assess the most effective types of telehealth 

interventions, long-term benefits in terms of cost savings and patient outcomes, and effects on specific patient groups.  

 

Keywords 
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1  INTRODUCTION 

Currently, individuals living with chronic diseases demand a significant amount of healthcare resources, which has created both 

cost and resource constraints on the Healthcare system globally (Varnfield, Karunanithi, Ding, Bird, & Oldenburg, 2014). In the 

United States, there are approximately 56.8 million Medicare beneficiaries, which will continue to increase over the coming 

years as life expectancy lengthens (Rivero, n.d; Cartwright et al., 2013). The revolving-door syndrome has become a 

commonality, where patients are continually being readmitted to the hospital for the same condition. Not only is the healthcare 

system facing major challenges, but patients are also experiencing challenges such as cost and access barriers to care (McLean, 

Protti, & Sheikh, 2011).  

 

Incentives for reducing healthcare utilization and improving quality have been created through recent healthcare legislation. The 

Affordable Care Act (2010) penalizes hospitals by not reimbursing for Medicaid and Medicare patients who have been readmitted 

to the hospital within 30 days of discharge for the same condition in an attempt to combat the revolving door syndrome (Adler-

Milstein, Kvedar, & Bates, 2014). Value-based payment models have been created such as the Medicare Access and Chip 

Reauthorization Act (MACRA), which requires that providers are paid based on the quality rather than the quantity of care that 

is provided (Burgess, 2015). Further, patient perceptions regarding their care have changed as they are becoming more involved 

in their health and have a desire for patient-centered medicine (McLean et al., 2011). 

2  TELEHEALTH AS A SOLUTION 

Telehealth has been a proposed solution to lessen healthcare utilization as telecommunication technologies have become 

increasingly advanced and used in everyday life. Telehealth and telemedicine involve the use of telecommunication technologies 

to electronically exchange patient data to facilitate healthcare delivery from a remote location in terms of disease monitoring, 

management and early diagnosis (Telemedicine & Field, 1996; Cartwright et al., 2013). Different levels of telehealth capabilities 

exist in the aspects of data transfer, decision support, and integration with other systems (Cartwright et al., 2013). Telehealth 

services are often classified as synchronous (in real time), asynchronous (store and forward), mobile health or remote monitoring 

(Fathi, Modin & Scott, 2017; McLean et al., 2011).  

 

Telehealth has been supported by the Department of Health and Human Services among other federal departments for the past 

25 years, yet adoption is not widespread; only about four in ten hospitals have adopted telehealth in the United States (National 

Advisory Committee on Rural Health and Human Services, 2015; Adler-Milstein, Kvedar, & Bates, 2014). Lack of clarity on 
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the definition of telehealth services may have contributed to an inaccurate understanding of the prevalence of telehealth currently 

used in practice. The current literature on telehealth reveals conflicting and unsubstantiated findings on the benefits of telehealth 

for chronic disease patients due to poor inferences and low quality of the studies and remaining concerns exist regarding technical 

as well as safety issues (McLean et al., 2011). 

3  TELEHEALTH INTERVENTIONS 

Various types of telehealth interventions have been proposed in the literature to manage chronic diseases. A 2013 randomized 

controlled trial of 120 patients investigated the long-term cost effects of a telehealth monitoring program on patients with chronic 

obstructive pulmonary disease (COPD), a patient population that has not been specifically studied (Paré et al., 2013). Individuals 

with COPD have a significantly higher hospital readmission rate than those with other chronic diseases, leading to an average 

cost of about $10,000 per stay (Paré et al., 2013). Paré et al. (2013) implemented a home telemonitoring system that relied on the 

patient to enter and submit their health data including their medication intake and symptoms as well as fill out questions designed 

to inform them about their condition in relation to their environment and behavior. The nurse case manager would monitor the 

patient daily for changes in their condition and take appropriate action if needed (Paré et al., 2013). This synchronous telehealth 

service utilized a “push technology” model, where the patient data was automatically analyzed and would alert the manager in 

real time if an anomaly was detected, according to preset definitions (Paré et al., 2013). Additionally, the telehealth system would 

immediately intervene by providing evidence-based recommendations from the Canadian Thoracic Society COPD guidelines to 

the patient, while the nurse manager could monitor the patient’s responses in real time and make an appropriate intervention 

(Paré et al., 2013). 

Comparably, Varnfield, Karunanithi, Ding, Bird, and Oldenburg (2014a) conducted a randomized controlled trial to evaluate two 

different methods to improve self-management of cardiovascular disease (CVD) and type II diabetes mellitus (T2DM) for use in 

a real-world setting. The Care Assessment Platform (CAP) was a mobile health application in which the patient entered their 

health and exercise data and was provided with daily text messages and tips to encourage them to manage their disease (Varnfield, 

et al., 2014a). Participants also received one hour of in-person training at the start of the program (Varnfield, et al., 2014a). This 

data was monitored by a mentor and a weekly call was given to patients to discuss their health (Varnfield, et al., 2014a). Similarly, 

the second platform, Telephone Linked Care (TLC) Diabetes program, utilized asynchronous telehealth and voice recognition 

that tailored feedback to the patient in order to engage patients in their health. The patient uploaded their data onto their phone, 

which was then reviewed by their clinician (Varnfield et al., 2014a).  

Cartwright et al. (2013) employed a randomized controlled study to understand the impact of telehealth on patients with COPD, 

diabetes or heart failure in terms of quality of life, anxiety, and depression: conditions that have been associated with poorer 

health outcomes and higher healthcare resource utilization but remain unstudied (Cartwright et al., 2013). The researchers used 

questionnaires from the Whole System Redesign, the largest study of telehealth and telecare, to specifically understand patient-

reported outcomes of telehealth (Cartwright et al., 2013). The telehealth intervention consisted of monitoring devices, health 

education and asynchronous review of patient data by providers, while the control group received traditional healthcare services, 

similar to the design of Barnett et al. (2006) and Varnfield et al. (2014) (Cartwright et al., 2013). 

To understand the benefits of in-person training prior to using a telehealth system for older individuals with limited technology 

experience, Luptak et al. (2010) implemented a care coordination home telehealth (CCHT) program for veterans with high 

healthcare utilization in remote locations as well as issues related to healthcare access. With this in mind, Luptak et al. (2010) 

sought to determine the effectiveness of this model in terms of early detection and management of veterans in remote areas by 

addressing the patient as a whole rather than just the symptoms related to their specific diagnosis. Unlike Paré et al. (2013) and 

Varnfield et al. (2014a), the study design was not a RCT, but rather a case study of 132 individuals that were selected from a 

database of veterans with high healthcare utilization (Luptak et al., 2010). The researchers tested the effect of personal contact 

using a group orientation where participants were encouraged to share personal experiences and any concerns they had about the 

program. The care coordinator also trained the participants in how to use and set-up the telehealth monitoring device. Similar to 

Paré et al. (2013) and Varnfield et al. (2014), patients were instructed to record their health data and were also given educational 

information about their health. This synchronous telehealth intervention automatically transferred patient health data to the care 

coordinator who was immediately alerted if any abnormality was observed (Luptak et al., 2010).  

Using a similar population, Barnett et al. (2006) analyzed the effect of telehealth on healthcare utilization of veterans with type 

II diabetes mellitus using a two-year retrospective matched cohort study design consisting of 400 patients in the treatment and 

experimental groups. Analogous to Luptak et al. (2010), patients were selected based on their level of healthcare utilization 

(Barnett et al., 2006). The asynchronous telehealth intervention consisted of a daily telephone call in which the patient was 

directed to answer specific questions, and their responses were monitored daily by a care coordinator (Barnett et al., 2006). This 

intervention differs from those used in Varnfield et al. (2014) and Paré et al. (2013), where patients were required to upload their 

data on their mobile phone which were analyzed and monitored in real time (synchronously). Further, patient education was not 

a component of this telehealth intervention unlike the previous studies mentioned (Barnett et al., 2006).  
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With the objective of determining the beliefs of patients and family caregivers regarding telehealth, Stern, Valaitis, Weir, and 

Jadad (2012) employed a mixed method study design using a videophone with remote monitoring capability intervention. The 

exploratory case study was part of a larger research project “Telehomecare In Palliation Study” (TIPS) and primarily utilized a 

qualitative approach (Stern et al., 2012). The population was selected using random sampling and included palliative oncology 

patients, family caregivers as well as providers who had experience with telehealth services (Stern et al., 2012). Interviews with 

participants were analyzed and coded to determine patterns and themes.  

A comparable study was conducted by Edwards et al. (2014) to understand the perceptions of chronic disease patients on adopting 

telehealth services due to the lack of participation among this particular group. This study was conducted as part of a larger 

research study, NHS Direct, where the researchers intended to understand the reasons for lack of participation in terms of access 

and attitudes in regard to technology and sociodemographic status among other factors; specifically, 75% of patients with chronic 

disease have refused to participate in these services in the past (Edwards et al., 2014). 3329 participants were randomly selected 

from 34 general practices in England and received a paper survey through the mail, which addressed multiple areas including 

patient demographics and ideas about various forms of telehealth including phone, internet, and social media, resulting in a 

sample size of 1478 participants who completed the survey. 

4  COST OUTCOMES  

The cost analysis performed by Paré et al. comparing the telehealth intervention group with the group that received traditional 

home care concluded that the telehomecare intervention reduced cost by 14% compared to the traditional home care approach 

and reduced cost per patient by $1613 per year (Paré et al., 2013). Likewise, Varnfield et al. (2014b) determined that an 

asynchronous telehealth intervention would result in 622 fewer hospital admissions and cost savings of AU$16.6 million. 

However, significant costs associated with technology implementation and nurse staffing for the home telemonitoring system 

exist. Implementation costs represented 20% of the total costs of the telehealth program, which warrants further research on 

additional costs associated with this population (Paré et al., 2013).  

 

5  HEALTH AND HEALTHCARE UTILIZATION OUTCOMES 

Telehealth is not always an effective intervention for patients with chronic diseases as is often assumed in the healthcare industry; 

in the literature, only some types of low-cost telehealth services have been shown to lead to health and cost improvements 

(McLean et al., 2011). Paré et al. determined that patients receiving telehealth services reported better health outcomes and less 

healthcare utilization including shorter hospital stays and fewer ER visits than those in the control group; however, quality of life 

and clinical outcomes were not measured. Savings in healthcare personnel utilization were not long-term because after the 

technology was removed from the experimental group, the use of nurses and respiratory therapists increased significantly (Paré 

et al., 2013). Varnfield et al. (2014b) determined that both telehealth intervention programs were as effective as traditional care 

for health outcomes and the telehealth intervention showed improved adherence, quality of life and mental health when compared 

to traditional care. Similarly, Barnett et al., (2006) concluded that the telehealth intervention significantly reduced 

hospitalizations related to their diagnosis. 

 

Even though telehealth is believed to have a positive effect on patient outcomes including decreased healthcare costs and 

utilization, studies have shown that the evidence for these associations is still unclear (Adler-Milstein et al., 2014). The findings 

of Varnfield et al. (2014) differ from those of Cartwright et al. (2013), which concluded that the telehealth intervention did not 

have an effect on quality of life or mental health. It is possible that due to the relatively small sample size and short study period 

in Varnfield et al. (2014) these findings are not applicable to all populations.  

6  PATIENT AND PROVIDER PERCEPTIONS  

Patients with chronic diseases generally view telehealth as a positive intervention (McLean, et al., 2011). Paré et al determined 

that patients receiving the telehomecare system were highly satisfied with their care and 86% reported that they would use the 

system in the future. It should be noted that the sample size was very small and does not mean that these results can be generalized 

to the entire COPD patient population. Varnfield et al. (2014) reported positive patient views such as ease of use, motivation and 

effective in providing educational content. Similarly, a 1996 study concluded that patients with little technology experience found 

that the telehealth system made them feel safer and were likely to use it again (McLean et al., 2011). Telehealth was also shown 

to decrease patient feelings of being burdensome on care providers since the technology provided evidence that justified the 

patient to contact their provider (Brunton, Bower, & Sanders, 2015). Patients also reported feelings of independence from using 

telehealth services and reassurance due to increased contact with their provider and knowing that they were being monitored and 

“looked after” (Brunton et al., 2015; McLean et al., 2011). 

However, patient’s views were not always positive; they and their caregivers felt “forced to take responsibility” when they were 

not comfortable in doing so (McLean et al., 2011). Patients and their caregivers who were interviewed about their perceptions of 

a specific telehealth intervention expressed varying opinions. Participants felt that telehealth was useful in providing easy access 

to care, primarily pain management, and reassurance to both patients and family caregivers, but expressed challenges such as a 
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lack of integration of telehealth services with services received in the community, unfortunate timing of telehealth services in the 

patient’s care cycle, and issues with equipment functioning, all of which have led to high dropout rates in clinical studies (Stern 

et al., 2012; Varnfield et al. 2014b). In regard to chronic disease patient’s interests in using telehealth services, participants were 

moderately interested in using telehealth phone and internet-based services and expressed little interest in using telehealth 

services through a social media platform (Edwards et al., 2014). The research conducted thus far on patient and caregiver 

perceptions has largely been qualitative and lacks extensiveness (McLean et al., 2011).  

Varying views of telehealth interventions also exist by clinicians; telehealth was seen as an effective alternative to traditional 

community based cardiac rehabilitation but was suggested to be used in addition to in-person clinical care (Varnfield et al., 2014). 

Other studies have reported negative perceptions of telehealth by healthcare professionals in terms of increased workload and 

varying perspectives on the effect of telehealth on patient-clinician relationships have been observed (Brunton et al., 2015).  

7  ISSUES WITH INTEGRATING TELEHEALTH INTO PRACTICE 

Previous studies have not analyzed how experimental interventions will function in a non-research setting and if the benefits 

would continue over a longer period of time. Funding is needed to conduct long-term studies to assess the continual benefits of 

telehealth interventions to eventually develop policies and translate these studies into real-world practice (Varnfield et al. 2014). 

Adoption issues associated with telehealth include the technological aspects which may be seen as interfering with rather than 

improving patient care. Existing concerns of implementing such programs in practice outside of a clinical trial include security 

and confidentiality of patient data. When introducing telehealth services, the data must be effectively encrypted and necessary 

protocols should be followed such as HIPAA to protect patient data from being wrongfully accessed by a user (McLean et al., 

2011). 

Concerns exist about the quality of care provided to individuals receiving telehealth services and have shown varying results in 

the literature. Cartwright et al. (2013) explain that differences between traditional care and telehealth did not reveal negative 

effects on patient outcomes but also did not show any benefit of the telehealth intervention on quality of life or psychological 

conditions. However, negative health outcomes can occur when a change in condition is not picked up by the telehealth program 

as explained by Brunton et al. (2015). Further research is needed on specific patient groups as well as factors such as age, and 

cognitive status to better understand when telehealth can serve a positive or negative purpose (Cartwright et al., 2013; McLean 

et al., 2011). 

8  RECOMMENDATIONS FOR ADOPTION 

Currently, there is limited research on the factors influencing adoption and non-adoption of telehealth, however, it is important 

to understand these factors to determine whether or not adoption should occur and the type of strategy that should be implemented 

(Adler-Milstein et al., 2014). A 2014 study used data from the 2012 Annual Survey of United States Hospitals, specifically the 

Information Technology supplement as well as HIMSS Analytics 2011 data, to obtain a sample of 2,891 acute care, non-federal 

hospitals. The analysis concluded that adoption was influenced by state policies specifically regarding reimbursement; policies 

that require payors to reimburse telehealth services the same as face-to-face services made a hospital more likely to adopt 

telehealth, while policies that require providers to possess specific licenses to provide telehealth services to Medicaid patients 

led to a decreased likelihood of adoption (Adler-Milstein et al., 2014). 

To promote adoption, Adler-Milstein et al., (2014) recommend that legislation on reimbursement policies should focus on 

telehealth in a broad sense rather than only reimburse for specific types of telehealth services and should be equivalent to 

reimbursement for face-to-face services. Since telehealth policies regarding provider licensure requirements vary across states, 

an analysis should be performed to examine if the quality of care justifies the use of telehealth services, which can then be used 

as evidence to promote adoption or non-adoption (Adler-Milstein et al., 2014). 

In order to understand the true benefits of remote interventions, researchers should design studies that go beyond theory and can 

be applied in practice. The proposed RE-AIM framework by Varnfield, et al. (2014), can be used to translate telehealth clinical 

trials into real-world interventions in terms of reaching individuals who face barriers to care, effectiveness in real-world setting, 

adoption into the healthcare system, implementation in regard to specific patient groups and maintenance of the long-term effects 

on behavior seen in telehealth studies. As demonstrated by Luptak et al. (2010), personal contact in the form of telephone calls 

as well as an in-person orientation was explained to increase patient confidence in the technology and led to a high success rate 

of using the technology without assistance for medication and symptom management (84%), however, the study does address 

that additional data is needed to prove the effectiveness of this model. Since a control group was not implemented in the study 

design, it cannot be determined whether or not the personal contact intervention at the beginning of the study did, in fact, cause 

the high success rate of using the telemonitoring system. Perhaps, this study could be improved by conducting a randomized 

controlled trial with a control group that did not receive the personal contact intervention at the onset to validate these preliminary 

findings. Although this study has limitations, the effectiveness of in-person, as well as personalized training, has been proven in 

numerous studies (McLean et al., 2011). 
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Moreover, it is imperative that caregivers are involved in the process of designing and implementing these systems so that patient 

care and wellbeing related concerns, such as social isolation, are addressed (Varnfield et al., 2014; McLean et al., 2011). It is 

important that age and dexterity are also taken into consideration when implementing a telehealth intervention to ensure that the 

type of intervention is beneficial for the patient and does not cause harm (McLean et al., 2011). A strong research community, 

as well as healthcare affiliations, should be created to promote telehealth application in practice (Goode & Eakin, 2013). More 

attention should be given to telehealth to promote additional research and funding to lengthen the research period to allow for a 

long-term accurate analysis of the effects of the intervention (Goode & Eakin, 2013). 

Although it was determined that telehealth services had a positive effect on patients in terms of providing support, equipment 

malfunction as well as lack of integration with other care services remain as challenges and should be further investigated (Stern 

et al., 2012). It was also concluded that perceptions about telehealth were not correlated with an individual’s sociodemographic 

or health status, but rather comfort and perceptions of the technology, which validates the findings of Luptak et al. (2010) that 

comfort with the technology increases patient confidence in using these services as well as managing their health (Edwards et 

al., 2014; Luptak et al., 2010).  

9  DISCUSSION AND CONCLUSION 

The existing literature on the use of telehealth and its impact on patients with chronic diseases is overwhelmingly diverse in 

terms of patient health outcomes, healthcare utilization, patient and provider perceptions of telehealth services, and practicality 

for use in a real-world setting. Despite increased reimbursement, reduced provider requirements, and expanded coverage, 

telehealth adoption is not widespread and is still rarely utilized by Medicare patients (Gilman & Stensland, 2013). While 

telehealth capability exists in roughly 40% of US Hospitals, these services are underutilized by clinicians due to a lack of interest 

in using these services as a result of the extra costs and workflow changes associated with implementing a telehealth system 

(Adler-Milstein et al., 2014; Gilman & Stensland, 2013; Paré et al., 2013). 

Further, the benefits of telehealth on patients are unclear. In previous studies, researchers have assessed a variety of telehealth 

interventions on different patient populations from perspectives such as cost outcomes, patient and provider perceptions, health 

outcomes, and utilization, making it difficult to draw conclusions and assess the true effects of telehealth on patient care. Patient, 

family caregiver and clinician perspectives are inconsistent throughout and should be further studied to understand where current 

gaps and issues exist.  In terms of study design, sample sizes have been predominately small due to high dropout rates and 

recruitment challenges making it difficult to infer the same effects on a larger population. Due to the nature of implementing a 

system as part of a study, blinding of participants cannot occur because it is obvious which groups are receiving a telehealth 

service and which groups are receiving traditional care (Varnfield et al., 2014). This inability to blind participants may have led 

to other factors influencing the outcome of the intervention. Additional funding is needed to design long-term studies to analyze 

long-term benefits of telehealth interventions and should be designed from a real-world standpoint with the intent that the 

intervention can be applied in practice.  

As addressed in the literature, the use of an in-person orientation should be utilized prior to implementing a telehealth intervention 

to help the patient become more confident in using the technology and address any concerns they may have.  The provider-patient 

relationship remains a significant component of patient care and has shown to be impacted both positively and negatively by 

telehealth. Before implementation, the effect on the relationship should be analyzed to make sure the intervention is appropriate 

and does not cause harm to the patient.  

It has been identified that the benefits of telehealth may be dependent on factors such as the type of illness and access to care. In 

an analysis of telehealth utilization, services that rely on verbal patient-physician interactions represented the majority of 

utilization and were most effective (Gilman & Stensland, 2013). In regard to access, individuals with barriers due to their location 

benefit by saving both time and money for their healthcare services, but individuals without access issues would benefit just the 

same from traditional care services and may not justify the additional costs that would occur if telehealth was implemented 

(Gilman & Stensland, 2013). When designing and implementing a telehealth service, the care team should consider the effect on 

the specific patient; if it is appropriate for their condition and if the benefits to the patient outweigh the costs incurred on the 

provider or facility (Gilman & Stensland, 2013).  

In summary, further research is needed to determine the most effective type of telehealth intervention for patients with chronic 

diseases. Various types of telehealth interventions such as asynchronous, synchronous, mobile health and remote monitoring 

have been proposed, however, there is yet to be consensus on the most effective form in terms of utilization, costs, and benefit 

to the patient. Before further investments are made in using telehealth services for patients with chronic diseases, a more complete 

understanding of when these services are most successful needs to be established through further research. 
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ABSTRACT 

The foundation of the global regime on tobacco control is the Framework Convention on Tobacco Control (FCTC). The FCTC 

contains both demand reduction and supply reduction provisions. The treaty also contains numerous other measures designed to 

promote and protect public health. Turkey is often acknowledged as a model country in tobacco control closely adhering to FCTC 

prescriptions. The aim of this study is to conduct a country-level analysis of the efficacy of tobacco control measures as mandated 

by FCTC in reducing tobacco consumption. The study will examine time series data (2008-2017) from WHO FCTC database on 

tobacco control measures and tobacco consumption in Turkey. The results of the analysis will be useful in answering the extent 

to which FCTC mandates are useful in curbing the tobacco epidemic, understanding the effectiveness of the six main mandates, 

and identifying the lessons to be learned by governments, the FCTC secretariat and anti-tobacco NGOs in their quest to combat 

the tobacco epidemic. 

Keywords 

FCTC, Smoking-prevention & control, Tobacco-legislation, Turkey 

1 INTRODUCTION 

The foundation of the global regime on tobacco control is the Framework Convention on Tobacco Control (FCTC). Adopted by 

the World Health Organization (WHO) in 2003, FCTC entered into force in 2005 and by March 2019, has 181 parties to the 

Treaty representing 91% of the world population. The objective of the convention is to: 

“protect present and future generations from the devastating health, social, environmental and economic consequences of 

tobacco consumption and exposure to tobacco smoke by providing a framework for tobacco control measures to be implemented 

by the Parties at the national, regional and international levels in order to reduce continually and substantially the prevalence of 

tobacco use and exposure to tobacco smoke” (WHO, 2003). 

The FCTC contains both demand reduction and supply reduction provisions. Key obligations in the treaty are to: 

a) enact comprehensive bans on tobacco advertising, promotion and sponsorship  

b) increase tobacco taxes 

c) adopt and implement large, clear, visible, legible and rotating health warnings on tobacco products and their packaging 

d) protect people from exposure to tobacco smoke from indoor work and public places 

e) ban the use of terms such as ‘light’ and ‘mild’ 

f) implement measures to combat smuggling of tobacco products. 

The treaty also contains numerous other measures designed to promote and protect public health, such as mandating the disclosure 

of ingredients in tobacco products, providing treatment for tobacco addiction, encouraging legal action against the tobacco 

industry, and promoting research and the exchange of information among countries.  

FCTC, the first treaty under WHO auspices, has been hailed as a momentous achievement in global health governance, poised 

to significantly reduce tobacco use in member countries, particularly in those with high prevalence of tobacco consumption but 

faithfully adhering to FCTC prescriptions. Thirteen years after the treaty came into force, it is time to assess the efficacy of FCTC 
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in combating the tobacco epidemic. Does FCTC remain a celebratory, ‘soft law’ document the tenets of which member countries 

merely aspire to live by? And, if the tenets are followed, is smoking prevalence reduced? 

2 CASE STUDY 

In this case study, we assess the efficacy of FCTC mandates in curbing the tobacco epidemic by focusing on Turkey, where 

tobacco use has been common, particularly among the male population. A 1988 study conduced by the Ministry of Health found 

that the prevalence of adult smoking was 44% (males: 62%, females 25%). There were no restrictions on tobacco use, people 

could smoke anywhere and they did-inside private residences and in all public places including hospitals and universities. 

According to a 1995 study, about 90% of smokers smoked at home, 60-95% smoked at work and 50-85% smoked in front of 

their children. Cigarette sales also increased significantly between 1960 and 2000, from around 20 billion sticks in 1960 to more 

than 100 billion sticks in 2000. In the early 2000s, smokers spent nearly US$ 20 billion annually on tobacco products-nearly four 

times the annual budget of the Ministry of Health. 

Organized civil society anti-tobacco movement began in earnest in Turkey circa 1995 with the formation of the National Coalition 

on Tobacco and Health, an umbrella group of non-governmental organizations like the Turkish Medical Association and the 

Turkish Public Health Association. The coalition played an effective role in the national legislative process on tobacco control 

and the multilateral rounds of negotiation leading to the adoption of the FCTC by WHO in 2003.  

In 2004, Turkey became one of the first countries in the world to become a party to the FCTC. In the same year, the Ministry of 

Health formed a National Tobacco Control Committee with the mandate to prepare a national tobacco control program and action 

plan, in conformity with Turkey’s obligations as party to the FCTC. Over the next few years, progressively stricter tobacco 

control legislations were enacted with the help of Turkish non-governmental organizations (NGO); international NGOs like the 

Bloomberg Partners; WHO Regional Office for Europe and the FCTC secretariat. Today, Turkey is said to have one of the most 

advanced and comprehensive set of tobacco control laws in the world. Enforcement of tobacco control measures, with robust 

implementation at the provincial level is carried out by provincial tobacco control boards in all eighty-one provinces. 

Turkey is often acknowledged as a model country in tobacco control closely adhering to FCTC prescriptions. Countries from 

around the world have sent high level delegations to Turkey to learn more about different aspects of the overall tobacco control 

program with a view to replicating these in their home countries. It is appropriate then, to choose Turkey for a country-level 

analysis of the efficacy of tobacco control measures as mandated by FCTC in reducing tobacco consumption. We will be using 

time series data (2008-2017) from WHO FCTC database on tobacco control measures and tobacco consumption in Turkey. Data 

will be cross-checked and updated (based on availability) with data provided by the Turkish Ministry of Health. We expect the 

results of the analysis to be useful in answering the question: to what extent FCTC mandates are useful in curbing the tobacco 

epidemic? Drilling down to the level of the six main mandates, do some mandates work better than others? What are the lessons 

to be learned by governments, the FCTC secretariat and anti-tobacco NGOs in their quest to combat the tobacco epidemic? 
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ABSTRACT  

Generation Z, born 1996-2010 (McNeil, 2018) is an interesting crossover from the previous Millennial Generation. There is even 

an overlap of years as most accounting of the birth period for Millennials is 1980-2000 (National, 2015). Though close to 

Millennial style due their exposure to technology, Generation Z or iGeneration has always had access to the internet, Ipods, and 

iphones. This instant ability to retrieve and transmit information could have a strong influence on their learning style. This paper 

will review Generation Z learning preferences from the literature and report on a study of Generation Z business students in a 

liberal arts university.  Some comparisons are made to a 2008 study of Millennials.  

Keywords  

Generation Z, iGeneration, learning, social media, digital texts, communications 

1 INTRODUCTION  

Generation Z  (Povah & Vaukins, 2017) also known as the iGeneration (Philip & Garcia, 2013), and even M2 (Rideout, Foehr, 

& Roberts, 2010) to build on the predecessor Millennial generation, is the newest employee group in the workforce and the 

current college population. Other monikers of this generation include Nexters - born 1995-2010 (Zemke, Raines & Filipczak, 

2000); post-Millennials, Founders (Bealle, 2017) and even Homeland Generation (Metcalf, 2017) explained by Howe (2014) as 

the generation kept close to home by Gen X parents.  

This learning and communication style of Gen Z is even more technically connected than the Millennials.  The favored method 

of contact for Generation Z  is text messaging, though this communication mode along with instant messaging and cell phones 

is also the primary tools of Millennials.  Learning from grade school has incorporated web-based tools and learning management 

systems (LMS) such as Canvas and Blackboard, simulations, and other online methods. To Gen Z, the phone is a portable 

computer (Rosen, 2011).  Their learning style is critical for teachers to understand as well as for employers who continue the 

training of this generation. 

The attitudes of Generation Z students from a small private college were surveyed regarding the style of learning they use, prefer 

and which method has resulted most successfully in their acquiring and retaining knowledge.  This research is a follow-up study 

of the “Preferred Learning Methods of the Millennial Generation” (Nicholas, 2008) on the learning tools of the generation born 

1980 - 2000.  As did the previous study of Millennial students, the specific views of Generation Z will give an illustration of the 

outlook of this generation that will be meaningful to educators and employers. 

The primary concern of teaching Generation Z or any student is how well the pupils are learning the material. The distraction of 

electronics whether laptops, Ipads or phones creates a challenge to ensure if students are captivated by course material or from a 

recent text. E-distractions can affect the workplace environment also with supervisors disturbed by constant phone checking.  

However, the capability for fast note taking, a skill of Generation Z, could be useful (Cameron & Pagnattaro, 2017).  They have 

a shorthand supplemented with emojis and by fast thumb work.  Recent studies report the Generation Z attention span at 8 

seconds (Sparks & Honey, 2017) down from the Millennials’ 12 seconds (Meltzer, 2017).  Keeping their focus requires varying 

methods of stimulation and connecting them to the learning process.   

2 GENERATION Z 

This generation has been inundated since grade school with YouTube, e-learning, webinars, smart boards as well as smartphones 

which may have created their shorter attention span. They have always had instant access to information, maps, movies, Netflix, 

Hulu, music, shopping (Amazon prime) as well as their educational material (Rosen, 2010;  Seemiller & Grace, 2016). 

Technology is not a tool to them; it is an ordinary part of life (Kalkhurst, 2018). They are from the age of sharing, termed by 
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Stillman and Stillman (2017) as ‘weconomists, such as rental textbooks, Uber, skis, Airbnb, and of course, most daily actions 

through some form of social media.  

Generation Z teens are well aware of hackers, identity thieves, bullies, predators and besides fire drills, participate in ‘shooter on 

site’ drills due to the many mass school killings. In spite of these traumatic issues, the study by Seemiller and Grace (2016) 

revealed that the majority of 759 respondents were assessed as loyal, compassionate, thoughtful and determined. The media 

model of Gen Z is the Alex Dunphy character in “Modern Family” as she is hard-working, conscientious, and a bit worried about 

the future (Williams, 2015). One study found that 60% of Generation Z high school respondents were saving for college 

(Romney, 2017).  

They are also very connected as 100% of the 673 respondents reported going online at least once a day and noted FOMO (fear 

of missing out).  There is an interesting spiritual connection of those who participated with organized religion, perhaps attributed 

to their youth, as a larger number than previous generations with Generation Z at 47%;  Millennials 18%;  Gen X 21%; 

and Boomers 26%. As to social issues, they were found to be mostly liberal, but moderate in financial issues, table 1 below 

depicts the political opinions of Generation Z. 

 

   Table 1.  Generation Z Social Opinions Source: Seemiller and Grace, 2016 

                                                            

N 618 Social issues   Financial issues 

Liberal 40% 17% 

Moderate 38% 51% 

Conservative 22% 32% 

 

 The research, consulting and social marketing company of Sparks & Honey dates Gen Z from 1998-2014 and reports that though 

Generation Z has continually known the internet and smartphones, they are not always connected (Sparks & Honey, 2017) which 

counters other research. For example, Bencsik, Horváth-Csikós and Juhász (2016) assert “they are always online on any technical 

device virtually, with no stop.”  

 

Generation Z has a focus more on quickness than accuracy. They have developed in an age of high-speed technology, icons, ease 

of use apps, and marketed to by companies through Facebook and Twitter. They have global interactions with online 

acquaintances in Habbo Hotel, and even early access to unreleased songs as Farmville fans (Grail, 2011). “Overwhelmingly, 

young people have faith in technology: 84% of young people globally say that technical advancements make them hopeful for 

the future.” (Broadbent, Gougoulis, Lui, Pota & Simons, 2017). 

Intrapersonal rather than interpersonal study habits are part of their persona.  A workforce study of 410 employees (Bencsik, 

Horváth-Csikós & Juhász, 2016) with approximately one-third of them Generation Z, found that conflict in the workplace 

happens from Generation Z’s overconfidence, communication styles, and intolerance of criticism.  

Communication style 

There are other changes from Millennials even in the past few years, according to a Pew Research Study, such as the decline in 

the usage of Facebook from 71% in 2015 to 51% in 2018. This is lower than the use of YouTube at 85%, Instagram 72% and 

Snapchat 69% (Anderson & Jiang, 2018). Among Generation Z, 95% have or have access at home to a Smartphone. Another 

name for Generation Z has been ‘hashtag generation’ (Semiller & Grace, 2016) whose tweeting of terse communications using 

140 characters evoked concerned over clear communications. Twitter doubled to 280 characters in late 2017 (Sulleyman, 2017) 

so there could be extended writing.  (Stillman & Stillman, 2017). 

3 LEARNING PREFERENCES OF GENERATION Z STUDENTS 

These digital natives have immediate access to answers and expect rapid response times.  Perhaps it is less about the process of 

learning than the quick acquisition of any needed information (Purcell et al., 2012).  This generation has been found to have more 

daily visits to YouTube, 72%, than Millennials at 52% (Claveria, 2017). It is touted as being a favorite method of learning (Duffy, 

2018) with students reporting they found how to change the oil in their vehicle and other needed or desired tasks.  

Lack of creativity or team togetherness 

Gen Z students want to have exact directions guiding their work and were least interested in creative assignments. According to 

the study of Edelmen Berland, students come from high schools of standardized testing and many assessments but with reduced 

arts/sports (Nagal, 2013). This gives little time for creative thought so if creativity was not a practice in high school, it cannot be 

expected to be favored in college. Students in this generation often balk at open ‘develop it yourself’ projects and seek exact 

directions and examples to follow.  
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Whereas the Millennials used social media, emails and other technology for school group work (Nicholas, 2008), Generation Z 

prefers to work independently even in a team setting through google docs (Semiller & Grace, 2016). The author has experienced 

this first hand when, mid class, students teams were assigned to group tables to continue work on their case projects to find some 

members of the team did not change tables but professed to working ‘together’ through google docs.  

Learning tools and methods 

In the Barnes & Noble College (2016) survey of 1300 middle and high school 13-18 year-olds from 49 states, respondents 

reported most helpful tools for learning (see Table 2), the kind of education technology they expect in classrooms and the 

helpfulness of education technology tools and other topics.   

Table 2. Source: Barnes & Noble College, 2016 

 
 

It is not surprising that among these future college students 64% wanted websites with study materials in the classroom, 50% - 

DVDs (with the streaming talks now it already seems dated but grade schools may have limited access), 46% wanted 

smartboards/digital textbooks, 45% - online videos and 42% wanted learning websites. The usefulness factors were rated. 

Smartboards     84%  Game-based learning systems    79% 

Do it yourself learning   81%  Textbook       77%  

Digital textbooks    81%   Social media/user-generated,    74% 

Website with study material   81%  Skype        73%  

Online videos (YouTube, etc.)   80%   Podcast       72% 

                                       DVD/movie                           61%   (Barnes & Noble, 2016). 

 

Other data from the Generation Z survey regarding how the students learn (perhaps worded differently as the same study reported 

‘working through problems/concepts’ at 60%) was:  

 

By doing (working through examples, etc.)  51%  

By seeing (reading course materials)  38%   

By listening (classroom lecture)   12%    (Barnes & Noble, 2016). 

 

The study of Seemiller and Grace (2016) had similar responses to working through examples as a method for learning with the 

majority of Generation Z students - 79%, wanted practical experiences such as projects, internships. It is clear they prefer teachers 

as facilitators rather than lecturers (Semiller & Grace, 2016). 

Doing research 

In the Pew Research study (Purcell, et al., 2012) of teachers reporting how their students do research the following areas were 

listed:  

Google/ online search engines   94%     Major news organization sites       25% 

Wikipedia/online encyclopedias  75%    Print/electronic textbooks      18%  

YouTube/ social media sites   52%    Online databases (EBSCO/Grolier)      17% 

Their peers    42%            Research librarian (school/public library)     16%  

Spark/Cliff Notes, study guides   41%      Printed books (not textbooks)          12%  

Student-oriented search engines such as Sweet Search 10% (Purcell et al., 2012). 
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Lectures and printed books did not rate highly with Generation Z and technology has unquestionably transformed their learning 

process. According to Semiller and Grace (2016), 85% of students use online research for assignments – again, no need for 

interaction with librarians or other students.  In a Harris Poll of 2,587 14-40 year-olds, Generation Z, only 47% preferred a printed 

book compared to 60% by Millennials. In this same poll, over 2/3rds of Gen Z thought college was a significant toward future 

success (Pearson, 2018).  It is important that the coursework has relevance to their lives and intended careers (Cameron & 

Pagnattaro, 2017). 

4 METHODOLOGY 

Business students of a small, private New England university were invited to participate in an online survey sent to students 

through an e-mail invitation. This paper addresses the questions regarding the learning preferences of Generation Z. What are 

primary learning methods for this iGeneration of students?  Which teaching format is preferred? How do they try to improve 

their learning? The survey instrument included some items adapted from a previous study by Messineo, Gaither, Bott & Ritchey 

(2007) that focused on college students’ preferences of learning class material, specifically for active learning in large classes. 

Additional created items included locations of studying and attitudes toward learning with technology and books/materials used.   

5 RESULTS 

The basic percentages of selected items in the survey are reported in tables below. One section of the survey on the best way to 

expand learning included three items on listening and three items on reading such as “listen to my professor explain what the 

textbook says” and “read the textbook and make sense of it myself” were combined and evaluated through regression analysis 

with Multiple R and P-Value measurement. The results showed a significant preference to listening to the material (passive) 

rather than reading the material (active). This contrasts the Barnes and Noble (2016) study that reported 38% reading and 12% 

listening preference. 

These preferences of Generation Z for learning material were asked in strongly agree to strongly disagree scale (see Table 3).  

 

Table 3. Gen Z Course learning tools 

 N=83 STRONGLY 

AGREE 

AGREE DISAGREE STRONGLY 

DISAGREE 

I prefer PowerPoint slides with lecture in the 

classroom 

45.8  45.8  4.8  3.6  

I learn from news/video/You Tube clips that relate to 

class material 

45.9  37.4  14.5  2.4  

I like a mixture of activities (lecture, group, work, 

discussion, problem solving) in a large class. 

45.8  47.0  6.0  1.2  

Having to solve problems in class helps me learn the 

course material. 

42.1  53.0  4.8  0.0  

I am interested and willing to do work that will help 

me to learn the course material but is not graded. 

26.5  56.6  14.5 2.4  

Taking a chapter quiz before class motivates me to 

learn the material. 

19.3  39.8  36.1  4.8  

I prefer lecture as the format of class instruction. 20.5  45.8  24.1  9.6  

I consider class discussion in small groups with other 

students to be a valuable way to learn the course 

material. 

27.7  48.2 21.7  2.4  

Working with other students on an in-class activity 

helps me feel more prepared to participate in class 

discussions. 

31.3  60.2 7.2  1.2  
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I think doing group work in class is a valuable way to 

learn material. 

30.1  53.0  14.5 2.4  

I prefer multiple-choice exams compared with essay 

exams. 

51.8  34.9 12.1 1.2 

Analyzing relevant cases helps me learn.  28.9 61.5 9.6 0.0 

  
   

I think frequent quizzes on the readings or 

assignments are a good idea. 

18.1 51.8 21.7 8.4 

I prefer to have more frequent exams and a variety of 

ways to earn grades. 

31.3 38.6 25.3 4.8 

 

 

Learning aids for class 

The following items were compared with the Millennial survey (Nicholas, 2008). Thankfully, the majority of students agree that 

reading the material before class is helpful. Disturbingly, there was an increase in disagrees for Gen Z with 23.1% compared to 

Millennials 13.7% who disagreed that reading material before class was helpful (see Table 4). 

Table 4. Gen Z and Millennials class learning aids 

N=91 Gen Z  

N=102 Millennials  

STRONGLY AGREE AGREE DISAGREE STRONGLY 

DISAGREE 

Hand written notes in lecture 

classes 

41.8 

37.3 

47.3 

54.9 

8.8 

3.9 

2.2 

     3.9 

Typing notes in class 17.6 

14.7 

35.2 

37.3 

35.2 

38.2 

12.1 

9.8 

Adding notes in class to printed 

PowerPoint slides 

16.5 

26.5 

44.0 

52.0 

33.0 

13.7 

6.6 

7.8 

Typing notes in class in 

PowerPoint slides 

7.7 

7.8 

18.7 

26.5 

56.0 

52.9 

17.6 

12.7 

Reading the material before class 25.3 

29.4 

51.7 

56.9 

16.5 

10.8 

6.6 

2.9 

Reading the material after class 26.4 

27.5 

49.5 

55.9 

22.0 

13.7 

2.2 

2.9 

Listening to recorded lectures 6.6 

2.9 

26.4 

18.6 

42.9 

48.0 

24.2 

30.4 

 

 

Using the scale of very important to unimportant, other preferences were surveyed. The italicized numbers are from a previous 

study (Nicholas, 2008) of Millennials. The importance of case analysis, team case studies and presentations shows an increase.  

Long term papers, the least value to Millennials are even less desirable to Gen Z (see Table 5). 
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Table 5. Tests, papers, and team work 
 

  

N=73 Gen Z  

N=82 Millennials 

VERY 

IMPORTANT 

IMPORTANT SOMEWHAT 

IMPORTANT 

UNIMPORTANT 

Case analysis 23.3 

23.2 

58.9 

46.3 

16.4 

26.8 

1.4 

3.7 

Take home tests 28.8 

30.5 

46.6 

48.8 

20.6 

14.6 

4.1 

6.1 

In class tests 19.2 

35.4 

54.8 

52.4 

20.6 

9.8 

5.5 

2.4 

Multiple choice tests 35.6 

42.7 

50.7 

45.1 

13.7 

11.0 

0.0 

1.2 

Essay answer tests 16.4 

19.5 

42.5 

45.1 

34.3 

29.3 

6.9 

6.1 

Short papers 19.2 

32.9 

49.3 

47.6 

28.8 

17.1 

2.7 

2.4 

Long term papers 5.5 

13.4 

24.7 

29.3 

41.1 

40.2 

28.8 

17.1 

Individual researched 

presentation 

13.7 

26.8 

49.3 

35.4 

26.0 

23.2 

11.0 

14.6 

Team presentation 30.1 

20.7 

45.2 

37.8 

20.6 

22.0 

4.1 

19.5 

Individual case study 12.3 

18.3 

35.6 

32.9 

43.8 

30.5 

8.2 

18.3 

Team case study 21.9 

9.8 

43.8 

39.0 

31.5 

32.9 

2.7 

18.3 

Doing work for a real client. 49.3 

Not asked  

42.5 8.2 0.0 

 

Preference of book version 

Many students find alternatives for required textbooks including renting and finding free online site (see Table 6). 

Table 6. Textbook usage 
 

N=73   NEVER SOMETIMES MOST OF THE 

TIME 

ALL OF THE 

TIME 

buy the hardcopy book 19.2 53.4 16.4 11.0 

rent the hardcopy book 8.22 23.3 49.3 19.2 

rent online book 37.0 32.9 26.0 4.1 

find free online site for book 34.3 39.7 9.6 16.4 

do not get the book 60.3 32.9 4.1 2.7 

borrow the book 39.7 50.7 9.6  0.0 
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The inclination to used e-books has increased since a survey of 74 Millennials from the same school business programs on usage 

of e-books when only 25% strongly agreed/agreed and 75% disagreed/strongly disagreed (Nicholas, 2008; Nicholas & Lewis, 

2008). Gen Z rents online books most or all the time at 30% and find free online book sites most or all the time at 26%. 

Web-based material 

Generation Z was queried on the types of internet sources used for assignments. Below is the comparison percentages of Gen Z 

and Millennials (Nicholas, 2008). Though Millennials were not asked about simulations, 57.2 % of Gen Z used them sometimes 

and 7.7% often (see Table 7).  

Table 7. Electronic resources 
 

  

N=91 Gen Z  

N=102 Millennials 

OFTEN SOMETIMES NEVER NOT HEARD 

OF IT 

E-books (Ebrary, NetLibrary, Credo, 

etc.) 

11.0 

6.9 

66.0 

36.3 

16.5 

43.1 

6.6 

13.7 

E-journals (Ebsco Academic Premier, 

JSTOR, Wilson) 

13.2 

22.5 

61.5 

46.1 

18.7 

24.5 

6.6 

6.9 

E-newspapers (Proquest, 

LEXIS/NEXIS, etc.) 

6.6 

18.6 

45.1 

42.2 

38.5 

32.4 

9.9 

6.9 

Audio books 3.3 

0.0 

39.6 

19.6 

57.1 

69.6 

0.0 

10.8 

Web sites (personal) 53.6 

66.0 

44.0 

26.5 

2.2 

7.8 

0.0 

2.0 

Web sites (corporate) 51.7 

80.4 

48.4 

18.6 

0.0 

2.0 

0.0 

1.0 

Web sites (educational, governmental, 

professional) 

65.9 

87.3 

34.1 

11.8 

0.0 

0.0 

0.0 

1.0 

Blogs/wikis 17.6 

15.7 

70.3 

26.5 

12.1 

55.9 

0.0 

3.9 

Google 89.0 

98.0 

11.0 

1.0 

0.0 

0.0 

0.0 

1.0 

Wikipedia 28.6 

57.8 

59.3 

25.5 

12.1 

16.7 

0.0 

1.0 

Alerts/RSS 3.3 

3.9 

47.3 

17.6 

22.0 

44.1 

27.5 

34.3 

Social web applications (Discussion 

boards, YouTube, etc.) 

44.0 

32.4 

51.6 

35.3 

4.4 

33.3 

0.0 

2.0 

Simulations 7.7 

Not asked 

57.2  27.5  7.7  

 

6 LIMITATIONS 

Although large enough to make generalizations about attitudes, the sample size of Generation Z may reflect a distinguishable 

attitude of a population from a private school in the northeast United States. The sample also only included those Generation Z 

in the advanced stages of education, an opportunity not available for all Generation Z or preferred (Vartan, 2018). 
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7 CONCLUSIONS 

Technology has a strong impact on the learning of Generation Z which supports the findings of the  Barnes and Noble (2016) 

and the Pew Research study (Purcell, et al, 2012).  Additionally college students have a preference to learn practical knowledge 

to apply for future employment or ventures. This may relate to the heightened fear of debt for a college education that may not 

result in adequate opportunities for repayment (Pringle, 2018).  The practicality of working in teams for case studies and 

presentations were of more importance to Generation Z than Millennials (see Table 4). For example, team case study was 

considered very to somewhat important by 97.2% of Gen Z but only by 81.7% of Millennials. Similar to differences of importance 

of team presentations, the important to somewhat important percentage of Gen Z was 95.9% but to Millennials it was 80.5%.  

Both certainly indicated that teamwork was important, but more so to Gen Z.  Also Gen Z was strongly in favor of learning with 

a real client (not asked of Millennials) with 49.3% very important, 42.5% important, 8.2% somewhat important and none of the 

students felt it was not important.  

Providing a vibrant learning environment for Generation Z will require creative approaches that combine social interactions, 

technology and assignments that simulate real-life work situations or are community outreach projects.  New technology 

platforms may be required as well as faculty development to learn methods for teaching Gen Z that includes more than technical 

approaches (Teaching Generation Z, 2015-2106). Genuine interests in educating students to become continuous learners will 

always be a critical component.  

8 FUTURE RESEARCH 

A meaningful follow up for this study of Generation Z would be of their success in the workplace: how they have advanced, 

promotions, entrepreneurships, and performances in the gig economy. Comparison with Generation Alpha born 2010-2025 

(Vargason, 2017) as the standard 20 years of a generation has been reduced in the recent cohorts could be another investigation. 

It would be also of interest to know what changes have been adapted for learning methods of new generations.  
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ABSTRACT 

This contribution seeks to demonstrate that trade policy and debate in the U.S. and elsewhere continuously moves in new 

directions on three key issues: free trade, free trade agreements (FTAs), and fair trade. This is shown to be as true of the past as 

of today. The paper argues that a historical perspective, a theoretical perspective and a review of competing viewpoints and 

hypotheses are useful. These multiple positions need to be presented in order to enrich our understanding of the issues. The paper 

employs a survey approach and case study approach in addressing the issues. 
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1 INTRODUCTION 

The U.S. trade deficit was such in the 1980s that the Twentieth Century Fund convened a Task Force of trade experts to examine 

the problem. They published two reports and several recommendations in The Free Trade Debate (1989). Perhaps the most 

remarkable yet unsurprising outcome of their research effort was the inability of the study group to arrive at a consensus and 

produce a single, unified final report on U.S. trade policy. Among the Fund’s eleven trade specialists, six members favored 

continued, multilateral, ‘free trade’ policy measures, while five members proposed an activist, ‘managed trade’ agenda in order 

to reduce the growing U.S. trade imbalances. It is interesting to observe that thirty years later, similar situations and problems 

continue to be the subject of debate as well as significant government action in the U.S. and several foreign countries. 

 

The paper is organized as follows. Section Two reviews the work of Ricardo and others two hundred years ago in favor of free 

trade and mutual gain and against mercantilism and unilateral protectionism. New directions in free trade in theory and practice 

since then notably range from Keynes and mainstream authors Stolper and Samuelson to Tyson, Krugman and post-Keynesian 

work. Davidson’s incompatibility thesis concerning free trade and new contributions by Skidelsky and Masch on trade and trade 

deficits are examined. Section Three examines FTAs in the context of the Keynes-White debates on trade policy at the time of 

the creation of the multilateral Bretton Woods institutions towards the end of World War Two. Some of the new directions taken 

by NAFTA, USMCA, CETA, TPP and TTIP are examined from the time of their initial negotiation, renegotiation or eventual 

ratification. Criticism of FTAs, such as that of the Veblen Institute, has also shifted in new directions. Section Four analyzes the 

new directions taken by the notion of fair trade in recent years in contrast with the theory and policy of free trade and FTAs. 

These include fair trade as a social movement, as government interference with cross-border trade and the private market, and 

now as a part of the coercive economic diplomacy and unilateralism in U.S. trade policy today.    

 

2 FREE TRADE 

Section 2 includes three subsections that review, circumscribe and extend the concept of free trade. 

 

From Ricardo’s Law of Comparative Advantage to Keynes and Davidson 

This subsection reexamines the standard argument in favor of free trade. This includes David Ricardo’s nineteenth century theory 

of comparative advantage. Nations stand to gain from international trade following specialization in the production and export 

of goods for which nations hold a relative cost advantage. Over time critics of Ricardo’s assumptions and analysis identified 

several problems and limits to his contribution. Some of these criticisms include his law’s necessary assumption of full 

employment; adopting the classical school’s law of diminishing returns; assuming no capital mobility or labor mobility across 

national borders; cost-free labor mobility across industrial sectors domestically; and holding technology constant. These basic 

assumptions and arguments are challenged and/or relaxed by subsequent trade theorists who reject them as being unrealistic. 

 

As an alternative to Ricardo’s focus on supply constraints in production, some modern authors such as Davidson (2011, 2015) 

prefer Adam Smith’s classical analysis insofar as aggregate demand and its expansion is seen as more of a preoccupation for 

mailto:drlnowicki@aol.com
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Smith than for Ricardo when determining growth and income. Also, for Blecker (2012, pp.307-308) trade is determined by 

absolute as well as comparative advantages today: “At the microeconomic level… a few technological leaders either have 

absolutely superior (lower cost) technologies, or else produce absolutely higher qualities of the goods than any other countries.” 

Ricardo’s law was largely applicable for explaining free trade in the 19th century, when agricultural products and minerals 

dominated trade, but not today, in an era of international mobility. Multinational firms shift the manufacture, assembly and trade 

of mass production, standardized goods on the basis of a nation’s absolute cost advantage with the availability of skilled and 

unskilled low cost labor (Davidson, 2015).  

 

In the twentieth century, Stolper and Samuelson (1941) adjust and amend mainstream international trade theory to argue that free 

trade creates gains that capital and labor do not necessarily share in an equal manner. Neoclassical theory reaches its limits when 

it assumes that the winners from trade will tend to compensate the losers. 

 

Also, in the twentieth and now twenty-first centuries, Keynes and Davidson (2015) advance their incompatibility thesis and its 

criticism of classical ‘pure theory.’ Allowing free capital mobility and free trade can be incompatible with the goal of global full 

employment when there are persistent trade payment imbalances among trading nations. 

 

New Directions: Moderate Free Traders, Increasing Returns to Scale and Vernon’s Product Life Cycle 

This second subsection presents some arguably key new directions and developments in free trade theory and policy occurring 

after World II. One noteworthy direction first emerged in the late 1980s and early 1990s to include a number of mainstream 

economists. The members of this group are termed ‘traditional free traders’ by Tyson (1992). These authors argue that structural 

and policy barriers such as subsidies exist in Japanese, other Asian and European industries and markets, but that the damage 

done to the U.S. does not warrant unilateral attacks by the U.S. that would violate negotiated multilateral trade rules. 

 

Tyson (1992) also identifies a second distinct subcategory of trade experts and policymakers, termed ‘moderate free traders,’ 

who ideally defend free trade but approve of defensive, unilateral and short-term measures by the U.S. to fend off foreign 

competition. Three types of reasons are employed to justify U.S. action: the need to manage and rein in the adjustment costs 

associated with resource reallocation following market losses; responding to worsening terms-of-trade as U.S. import prices rise 

and U.S. export prices fall; and national security considerations, i.e. to reduce alleged dependence on foreign suppliers, who 

might be monopolists capable of compromising U.S. autonomy. Traditional free traders today would continue to defend 

multilateral rules and the WTO. 

 

Tyson (1992, p.14) terms herself and Paul Krugman as moderate free traders who are also “cautious activists” in trade and 

industrial policy. Imperfect competition and increasing returns to scale replace the standard, orthodox assumptions of perfect 

competition and constant or declining returns to scale and lead Feenstra (2009) to conclude that trade is now based not on 

comparative advantage but on economies of scale within the firm. Others would argue more precisely that trade would be 

determined in a more complex manner, by the type of product and sector and comparative or absolute cost advantage. Palley 

(2018) argues that the era of globalization immediately following World War II is significantly explained by Krugman’s theory 

of intra-industry trade involving trade opening, scale economies, lower prices and additional variety for consumers.  

 

Trade in innovative products is determined by technological gaps. This technological gap theory of trade is a modern new 

direction that argues and predicts that countries with advanced technologies will be the exporter countries, while all others will 

be importer countries.  Raymond Vernon’s (1966) product life cycle represented a dynamic departure from mainstream 

assumptions and analysis. It can be applied to both the U.S. high-tech and Made in China 2025 strategic agendas today. It also 

explains the relocation of assembly activities to Vietnam and East Asia from China in 2019 in the context of the U.S.-China trade 

war.  

 

Other New Directions: Masch’s Compensated Free Trade and Robinson’s ‘New Mercantilism’ 

This subsection discusses other new directions, including compensated free trade (CFT), as recently proposed by Vladimir Masch 

(2017). Skidelsky (2018) argues that CFT is not unlike J.M. Keynes’ proposed Article VII for a Clearing Union to be instituted 

following the end of World War II. The proposal was made in 1941, before the Bretton Woods Conference that would create the 

I.M.F. and the World Bank.With both CFT and the Clearing Union concept, the central objective of policy is to prevent deflation 

and eliminate the trade surpluses of countries such as China or Germany or Mexico with the U.S. today. With Masch’s CFT, a 

deficit country such as the U.S. today would determine its maximum acceptable and permissible level of trade deficit. The deficit 

country would then unilaterally activate this contemporary version of Article VII. Surplus countries would be subject to a 

financial penalty along with being encouraged to boost their spending. Cross-border capital flows would thus be subject to 

surveillance and restrictions until the extreme imbalances between surplus and deficit countries are adjusted and ended. 
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Ironically, perhaps free trade in practice today has become what Joan Robinson (1978), in her inaugural lecture at Cambridge 

University, concluded was ‘the new mercantilism.’ This final new direction can be observed long after Robinson denounced the 

mystique of free trade in historical practice and theoretically since Adam Smith. In this new trade policy twist, neo-mercantilist 

policies are employed when the benefits of free trade are in danger (Marcuzzo, 2012). Skidelsky (2018, p. 90) succinctly notes 

that most developing countries in the twentieth century, for example, were “unashamedly mercantilist, believing in free exports 

but controlled imports.” In an essay entitled “There is no such thing as Free Trade,” Galbraith (2008, p. 79) notes that Ronald 

Reagan’s top economists observed the gulf between that administration’s free-trade rhetoric and its “highly managerial, if not 

protectionist practice” in the 1980s. For example, voluntary export restraints were negotiated with Japan at that time.  In a global 

economy with inadequate aggregate demand and involuntary unemployment, countries attempt to achieve trade surpluses while 

endeavoring to produce imports, trade deficits and lower growth elsewhere (Blecker, 2012).   

  

3 FREE TRADE AGREEMENTS 

This third section analyzes FTAs and their new directions in the past several years, and especially since the U.S. presidential 

election of 2016. It draws upon and extends the analysis of several FTAs in Nowicki, (2017). 

 

Historical Debates and Arguments: Free Trade versus Preferential Trade Areas 

This subsection reviews the historical debates and arguments surrounding FTAs and free trade at the time of the creation of the 

Bretton Woods institutions at the end of World War II. The choice of free trade arrangements versus the continued existence of 

preferential trade areas was a key issue at the time. In a prelude to the current situation, one key issue for negotiation was carving 

out exceptions to the ‘most favored nation’ clause of the multilateral institutions. 

 

The U.S. employed tariffs to shield industry from imports throughout the nineteenth century; its transition to free trade and 

deregulation only took place in the 1940s, after having replaced Britain as the leading world power. At the time of the Bretton 

Woods negotiations, it is noteworthy that the U.S. delegation sought unfettered free trade and wanted Britain to rapidly dismantle 

its imperial preference system, which discriminated against U.S. exports (Miller, 2000; Skidelsky, 2015). With several useful 

lessons for today, it is interesting to observe that Keynes argued that the use of imperial preferences and their tariffs was justified 

in the short run in order to boost British output and employment and thus help insulate this full employment agenda from the 

open market. This British resistance to free trade was not ideological, but rather a reflection of the problems faced by the British 

economy at the end of World War II. Keynes later came to defend the ‘healthy rules of mutual advantage and equal treatment’ 

in his final speech to the House of Lords in 1945. He sought the restoration of multilateral trade against bilateral barter and every 

kind of discriminatory practice (Zeiler, 1997; Nowicki, 2017). 

 

New Directions with FTAs 

This second subsection discusses several new directions, renegotiations and developments for several specific FTAs, including 

NAFTA, TPP, TTIP and CETA. From a historical perspective, it is noteworthy that escape clauses and protectionist devices such 

as preferential tariffs were discussed and then embedded in GATT negotiations from the start in 1947. Free traders saw them as 

‘temporary deviations’ from multilateral principles. 

 

Concerning NAFTA, several observations can be made. If ratified by the U.S. Congress, Mexico and Canada, the new agreement 

will be termed the United States Mexico Canada Agreement or USMCA, eliminating the term ‘free trade.’ It has been analyzed 

as being very similar to the previous FTA. The very modest predictions of future output and job growth of the independent U.S. 

International Trade Commission report on the USMCA, released in April 2019, can be compared with the rosier projections 

made by United States Trade Representative Robert E. Lighthizer for the Trump administration (USTR, 2019). In a manner not 

unlike the ITC report, an IMF working paper on the USMCA by Burfisher, Lambert and Matheson (2019) finds a negligible 

effect on real GDP and other outcomes that vary by sector of activity.  

 

New directions in the trade agreement include a revamped labor chapter that led U.S. union leaders at the AFL-CIO and UAW 

to have a positive word about the renegotiated FTA. Labor unions and labor law protections in Mexico are to receive a better, 

new deal. However, expected problems with the agreement’s enforcement and the general continuation of Mexico’s low wage 

model prevent the unions and others from abandoning their opposition to this FTA. Other new issues include the Democratic 

Party’s demand for a shorter term on the negotiated ten-year exclusivity for expensive biologic drugs. Improved environmental 

protection is also demanded for the FTA, as with other FTAs. 

 

In the literature on NAFTA, the creation of efficient auto industry supply chains is often identified as its primary achievement. 

In a protectionist move, the USMCA adjusts the rules of origin (ROOs) for the auto industry upward, as demanded by 

Washington. ROOs have been analyzed as a subtle, disguised form of protectionism (Nowicki, 1997). But if these ROOs increase, 

the change will supposedly not be dramatic. It has been argued that a reversal of the auto industry’s deindustrialization of the 

U.S. Midwestern ‘Rust Belt” will not occur because of this modification, as promised by President Trump. 
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On another key issue, Canada successfully pushed to keep NAFTA’s dispute settlement (ISDS) process, which Washington had 

sought to end because it allegedly infringed upon U.S. sovereignty. Canada considered the retention of the dispute process a ‘red 

line’ not to be crossed, arguably because of its past usefulness in allowing Canadian lumber exports to the U.S. market. 

 

The Trans-Pacific Partnership has moved in several directions since receiving fast-track authority from the U.S. Senate in June 

2015. The TPP was once seen as a potential ‘new look’ FTA, pushing U.S. trade policy during the Obama administration in new 

directions by extending meaningful labor, environmental, intellectual property and other standards to developing countries such 

as Vietnam and Malaysia. But TPP never came to a final vote in the U.S. Congress, and in January 2017 the Trump administration 

withdrew from the agreement. The agreement’s eleven remaining Pacific Rim members then chose to negotiate and sign their 

own FTA. President Trump briefly speaks of rejoining TPP in 2018 after being informed of the losses of U.S. farm export markets 

to lower cost TPP member Australia.   

 

Some Limits and Criticisms of FTAs: Finance Joins Labor, Environmental, and ISDS Issues 

This third subsection presents some limits and criticisms of FTAs, including Article XXIV of the GATT/ WTO, the post-Keynes 

analysis of Thomas Palley and the Veblen Institute/Finance Watch report on finance and FTAs. The publication of this report 

was accompanied by the supportive declaration of twenty-one economists (Collectif, 2018).  

 

It is notable that Article I of the GATT/WTO provides for ‘Most Favored Nation’ (MFN) treatment: if a member country grants 

favorable tariff and regulatory treatment to another member country’s products, it must accord all other member countries the 

same treatment. At the same time, Article XXIV provides for regional integration that liberalizes trade within a region. This 

outcome may violate the MFN principle. However, this exception to Article I is conditioned on intra-regional barriers to all trade 

being “substantially eliminated.” In addition, barriers to outside countries must not be greater than before regional integration.  

 

In a post-Keynes discussion and framework for analyzing free trade and FTAs, Thomas Palley (1994) makes a distinction 

between HH economies with high wages / high employment versus LL economies with low wages / surplus labor. FTAs between 

HH economies enjoying full employment can further expand output and growth. But FTAs between an HH economy and an LL 

economy are problematic and threaten workers in the HH economy, as has been argued by opponents of NAFTA and now its 

possible successor, the USMCA. 

 

The Veblen Institute and Finance Watch (2018) propose a new direction in European policy towards FTAs, and notably CETA 

and TTIP. Its financial instability argument warns that these agreements may be jeopardizing the chances of effectively regulating 

finance. They may be preparing the next global financial crisis to the extent that they enable the creation ever larger and less 

regulated cross-border financial service firms. In the wake of the 2007-2008 financial crisis, FTAs negotiated by the EU arguably 

risk increasing the instability of the world financial system by boosting investment and protecting investors in financial services 

that are divorced from the real economy. FTAs and capital account liberalization are seen by this new wave of critics as 

perpetuating inequality and having a negative impact on economic growth in practice.  

 

On the crucial FTA issue of creating an investor-state-settlement system (ISDS), the European Court of Justice approved a new, 

alternative system for European FTAs in April 2019.  This new direction for ISDS would replace the original system, which was 

the source of widespread opposition to the TTIP, CETA and other FTAs. The initial system was seen by NGOs and other 

opponents of FTAs as a vehicle for MNCs to undermine local laws and sovereignty. The ECJ ruled that the reformed ISDS, 

designed by Brussels’ EU negotiators, could not challenge democratic choices in product safety, consumer protection, workplace 

welfare or basic rights (Brunsden, 2019).   

 

4 FAIR TRADE 

This section examines the new, multiple directions that debate, discussion and U.S. trade policy concerning “fair trade” have 

taken today. The four subsections include the early focus on fair trade as a social movement; the ‘fair trade fraud’ engineered by 

the U.S. Congress with the supposed absence of fair trade found in a number of trade practices of the United States; the professed 

Trump administration goal of promoting fair trade with all foreign trading partners; and a case study in pre-Trump multilateral 

fair trade. 

 

Fair Trade as a Social Movement 

In a recent contribution to the literature, Brock and Lopus (2015) define this first version of fair trade as a social movement where 

consumers pay higher prices to support poor, developing country producers and workers in various agricultural commodity 

sectors such as coffee. A survey of research studies by Dragusanu, Giovannuci and Nunn (2014) found the fair trade movement 

to be broadly beneficial on the basis of a somewhat limited amount of evidence. Brock and Lopus discuss the existence and 

growth of Fairtrade International, a European-based umbrella group of 28 organizations for all commodities. However, from the 
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long-term perspective of post-World War II economic and business history, these authors and others are merely reporting on 

what little remains of the once-ambitious but failed attempts to boost commodity prices and the incomes of developing country 

producers, e.g. through commodity agreements and cartels. OPEC is the lone example of success over time The projects of 

developing country economists for commodities other than oil never blossomed. 

 

Fair Trade as Fraud Due to Government Intervention: The Libertarian Argument  

This second version of fair trade focuses on the arguments developed in James Bovard’s Fair Trade Fraud (1992). For Bovard, 

there exists a genuine absence of fair trade when the U.S. Congress and policymakers create trade barriers. Here the emphasis is 

on the apparent failure of government to allow open borders and allow unimpeded foreign imports of goods and services. Bovard 

attempts to demonstrate the irony of Congress seeking to make trade more fair by rendering it less free through allegedly arbitrary 

U.S. trade practices, e.g. anti-dumping investigations. However, Bovard appears to shift attention away from the private sector, 

which is often at the root of the demands for import protection. In the end, Bovard’s argument considers U.S. government 

‘protectionists’ to be the adversary. Anti-dumping laws and the U.S. Tariff Code are to be opposed for the sake of genuinely fair 

trade. The goal of the defenders of this line of thinking is liberty for U.S. individuals and firms to import as they please and 

freedom from government’s import tariff and nontariff trade barriers.  

 

Trump’s Fair Trade Becomes Strict Reciprocity and Unilateral Protectionism 

This third subsection notes that various trading partners of the U.S. since 2017 must demonstrate that they are engaging in ‘fair 

trade’ practices. In the absence of U.S. government approval, trade barriers are unilaterally installed. For example, the European 

Union’s trade commissioner visited Washington, D.C. in 2018 to argue that EU trade with the U.S. was ‘fair’ and that tariffs on 

steel and aluminum exports to the U.S. should therefore not be imposed.  

 

The Trump administration demand for fair trade or “free and fair” trade is a new direction in trade policy since 2017. For Chow 

and Sheldon (2019), this demand for fair trade is primarily seen as a call for strict or absolute reciprocity, a practice that has been 

banned by the WTO. It can be examined as a prelude to the unilateral and protectionist imposition of import tariffs. In this vision 

of fair trade, some analysts of this policy behavior argue that the economic clout of the U.S. is ignored and the Trump 

administration portrays itself as a victim of the global trading system and its punitive tariffs. For example, Donald Trump 

maintains that the WTO favors China over the United States. 

 

Chow and Sheldon argue that strict or absolute reciprocity is impossible to achieve in practice, and that requiring it betrays a 

profound misunderstanding of basic economic concepts. Also, trade is not a zero-sum game, as originally believed by the 

mercantilists and now by the Trump administration. Trump adviser Peter Navarro (2019) sets out several scenarios for 

‘presidential pressure’ on other nations, but never discusses or anticipates retaliation, a predictable, nationalist reaction as the 

pressure backfires. Krugman (2019) argues that the first crucial mistake of the current U.S. administration’s ‘trade hawks’ and 

hardliners is their failure to see that other countries also have their own nationalism.  

 

Fair Trade and Developing Countries:  Did African Cotton Farmers Win at the WTO? 

This fourth subsection relates an alternative new direction for fair trade, and especially for developing countries. It involves a 

case study of U.S. subsidies and the world cotton industry. It centers around a WTO complaint successfully brought to this 

multilateral institution by Brazil against the U.S. for its alleged abuse of government subsidies. Other apparent winners included 

small cotton farmers located in several West African countries (Heinisch, 2006; Smith and Rice, 2004). But then a genuinely 

unfair but unsurprising chain of events occurred. The U.S. government continued to subsidize U.S. cotton farmers despite the 

WTO ruling. The now illegal subsidies continued throughout the appeals and dispute settlement process. The U.S. (and its 

taxpayers) paid off Brazil in order to discourage any countermeasures by Brazil. In the end, poor African farmers were on the 

losing end of the deal-making despite the WTO decision. An estimated 25,000 rich U.S. farmers win against millions of poor 

Africans (Stiglitz, 2008; Devadoss and Ridley, 2012). In 2017, the WTO advises West Africans to build a regional cotton-to-

textile value chain. This advice is reminiscent of the recommendation of Raul Prebisch, a founder of CEPAL and UNCTAD’s 

first secretary- general: build regional FTAs in Latin America in order to foster growth and development. 

 

5 CONCLUSION 

The issues of free trade, free trade agreements and fair trade today are closely inter-connected. They continuously move in new 

directions, but we can deploy and review the literature and the theory, the lessons and concepts, the debates and historic events 

such as Bretton Woods, in order to guide ourselves in trade policy today and into the future. A supposedly old and settled policy 

issue and practice in trade such as mercantilism is in fact very present today. It reappears as but one of several new directions in 

developed and developing countries. 
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ABSTRACT 
Urban agriculture, urban farming, or urban gardening is the practice of cultivating, processing and distributing food in or around 

urban areas. In densely populated regions, urban agriculture offers a new frontier for land use planners and landscape designers 

to become involved in the development and transformation of cities to support community farms, rooftop gardening, and vertical 

farms. Vertical farming is an agricultural method of cultivating vegetables that combines the design of building and farms all 

together in a high-rise building inside the cities.  This form of farming can produce food in vertically stacked layers, vertically 

inclined surfaces and/or integrated in other structures, such as a skyscraper or warehouse. Technology now exists for indoor 

farming techniques, where all environmental factors can be controlled, and large cities are becoming pioneers of vertical farming.  

While urban agriculture has historically been an important source of food in many developing countries, recent concerns about 

economic and food security have resulted in a growing movement to produce food in cities of developed countries, including the 

United States and Europe.  It is beginning to play an important role in the economic development of cities by repurposing vacant 

industrial buildings, supplying   fresh   and   healthy food, and providing jobs in distressed areas. This industry, however, faces 

both challenges and opportunities. Using both case-based and survey research, this study provides a better understanding of 

vertical farming, and explores the potential to raise public awareness and garner community support for the continued growth of 

this industry in urban areas of developed economies. 

 

Keywords 

Urban agriculture, vertical farms, technology, food production, sustainability 
 
1  INTRODUCTION  

Urban agriculture offers an alternative land use for integrating multiple functions in densely populated areas. While urban 

agriculture has historically been an important element of cities in many developing countries, recent concerns about economic 

and food security have resulted in a growing movement to produce food in cities of developed countries. Urban agriculture offers 

a new frontier for land use planners and landscape designers to become involved in the development and transformation of cities 

to support community farms, rooftop gardening, and vertical farms. Vertical farming is a new agricultural method of cultivating 

vegetables that combines the design of building and farms all together in a high-rise building inside the cities. The challenge (and 

opportunity) is to design urban agriculture spaces to be multifunctional, while matching the needs and preferences of local 

residents, and protecting the environment. Large cities are becoming pioneers of vertical farming by repurposing vacant urban 

warehouses, and high-rises to grow food. When vacant space is available, the cost of property is often affordable to buy or rent. 

Urban agriculture and vertical farming are playing an important role in spurring economic development by repurposing vacant 

industrial buildings, supplying fresh and healthy food and providing jobs in distressed areas. This research explores the potential 

for, and experiences with, urban agricultural and vertical farming in the US.  

 

2 BACKGROUND & LITERATURE REVIEW 

Although the concept has been newly introduced to urban areas, the idea of vertical farming has been around for some time. 

Examples of vertical farming can be found dating back to the ancient era in the Hanging Hardens of Babylon in on the Philon’s 

Several Wonders of the Ancient World which dates back to 600 BC (Al-Kodmany, 2018). In the 1890’s, community gardens 

were emerging in vacant lots in Detroit, New York, and Philadelphia so that locals could acquire their desired crops with ease 

(Lovell, 2010). The term “vertical farming” was coined in 1915 by Gilbert Ellis Bailey in which he wrote a book titled “Vertical 

Farming”. In this book he discusses how farming hydroponically in a vertical structure would create economic and environmental 

benefits (Al-Kodmany, 2018). The great depression of the 1930’s saw an increase in urban agriculture. While the reasons for 

urban agriculture were more so to money and survive than to help the environment and the economy, it was a concept that helped 

save lives when individuals were struggling to put food on the table for their families.  
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During World War II, food supplies were rationed and victory gardens were created. As a result, individuals in urban areas were 

gardening on their rooftops and allotted public spaces to help the cause (Lovell, 2010). Then in the 1980’s Urban Agriculture 

began to shape into what we know it as today. Åke Olsson, who was a Swedish ecological farmer, proposed the concept of 

vertical farming in urban areas. He is known for having invented a spiral-shaped rail system for growing plants. A decade or so 

later, Dickson Despommier who was an American ecologist, revived Åke Olsson’s concept of vertical farming by suggesting 

vertical farming take place in skyscrapers that could use “advanced greenhouse technology such as hydroponics and aeroponics 

to produce fish, poultry, fruit, and vegetables (Al-Kodmany, 2018).   

 

There are multiple benefits of vertical farming, which include those that are environmental, social and economic.  Environmental 

benefits include energy conservation, water recycling, and the reduced need for fossil fuels.  Social and economic benefits include 

increased employment and creation of new jobs in cities, access to fresh foods with reduced transportation costs, and creating a 

more visually appealing environment. 

  

2.1 Public Support 

Increasingly, advocates are recognizing the potential of urban gardening as a significant link in urban food security worldwide. 

Faced with enormous urban population growth and economic and political changes that increasingly undermine local food 

distribution systems, many cities around the world have begun to foster a range of experiments in urban agriculture.  Vertical 

farming has numerous advantages over traditional farming, which includes more efficiency, adaptability, and environmental 

benefits, which is all made possible through carefully controlled systems. If its use becomes more widespread across, the fear of 

a dwindling food supply and detrimental climate change will slow down.  

 

What can be done to encourage support for vertical farming and entrepreneurial urban agriculture? Its future may depend on the 

level of understanding and acceptance it can garner from key institutions—local governments, local foundations, community 

development corporations, neighborhood organizations, and key state and federal government agencies. Community-based 

organizations claim to be sensitive to the wishes of its constituents. A survey of New York’s 5 boroughs, discovered as many as 

120 deserted buildings which could be potentially revolutionized. These buildings could be turned into vertical farms to serve 

the needy inhabitants of those parts of the city. There are infinite number of such sites in other cities worldwide (Despommier, 

2010).  

 

The literature underscores the importance of having community residents buy into the idea of urban agriculture in their 

neighborhoods. Its many benefits do not necessarily result in an automatic attachment to city farming as an activity worth doing, 

especially if it is felt that a neighborhood’s needs for jobs or more and better housing are more important. Many potentially 

supportive organizations are generally unaware of the benefits of such projects or are skeptical about their durability and lasting 

significance. It may be critical therefore for advocates to convince others of the positive community benefits. A positive 

correlation was found by Yusoff, Hussain & Tukiman (2017), indicating that the practices of urban farming activity are linked 

with the commitment and the awareness of urban communities towards preserving and protecting the natural resources for future 

growth through establishing environmentally-friendly educational community programs held in the neighborhood green spaces.  

 

3 RESEARCH OBJECTIVES 

The purpose of this research is to explore the experiences of founders of vertical farms to better understand the opportunities and 

challenges. From the consumer perspective, we will obtain levels of awareness for urban agriculture and vertical farming and 

dietary preferences. This study will also evaluate the key benefits of the industry on an economic, environmental and social level. 

In this we can measure key communication points that are effective in raising awareness and garnering support for vertical 

farming among communities and important stakeholder groups.  

 

4 RESEARH METHODOLOGY 

The purpose of this project is to apply case-based research to understand the opportunities, barriers and sources of support for 

the growth of vertical farming and urban agriculture to help meet the needs of communities in cities. A systematic review of the 

existing literature and available statistical data was conducted. To gain perspective of companies involved in urban and vertical 

farming, personal interviews were conducted among founders in each country. It was determined that survey research would be 

used to collect data from consumers in each of the three countries to measure levels of awareness, and attitudes towards benefits 

of vertical farming, and dietary preferences and behavior.  

 

5 DATA COLLECTION 

5.1 Interview  

Farm One was founded three years ago by Rob Laing and is located in downtown Manhattan. At Farm One they grow rare herbs 

specially ordered by chefs of top tier restaurants in New York City. This vertical farm utilizes a hydronic system to grow plants. 

This means that water and LED lights are used to simulate the ideal growing environment for each individual plant. New York 
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City tap water is used to irrigate the plants throughout the farm and is filtered by a process known as reverse osmosis to ensure 

purity. As many as 80 different seed varieties can be grown at once. 

   

Different systems are used to grow the plants based on the plants preferences. The most commonly used system is “deep water 

culture”. Holes are poked in a floating raft where the plants roots are completely under water, and the leaves and flowers are 

exposed to the air and lights. Once the water is properly filtered, nutrients are introduced to the water. The farm uses a nutrient 

solution consisting of ground up fish and other plants. There is one main water reservoir where the solution is poured into. This 

cycles the water throughout the entire farm. The second system used is called “flood and drain”. Plants are flooded with water 

then after a certain amount of time, the water is drained from the plant and goes to the one below. It will take an hour for the 

water to drain from each plant and this process is repeated every three hours. It is critical that the roots are constantly given 

oxygen while the water is being drained. The plant will survive as long as it is getting proper levels of oxygen. 

  

Along with different growing environments, Farm One uses an alternative plant medium to soil specific plants. It is made of 

ground up coconut husk and peat moss. Remarkably, it feels just like regular dirt. To monitor plant growth, CEO Rob Laing built 

software that calculates how much nutrient solution needs to be added based on the plant's electric connectivity and temperature 

reading. Workers will take these readings daily and enter the data into the software to track progression. An electric connectivity 

reading of 2.5 or less means that more nutrient solution needs to be added. An ideal temperature reading is 70 degrees Fahrenheit 

(21.2 degrees Celsius).  Farm One is able to simulate the ideal growing environment for a plant using LED lights. These lights 

are on for 17 hours each day. The seven hours that they are off replicate what it would be like at night. Plants get a circadian 

rhythm (natural 24-hour cycle). Plants in the farm usually close up around 10 p.m., and re-open at 9 a.m.  

 

Waste production is reduced in several ways using Farm One’s method. First, the water is cycled through the entire farm. The 

amount of water being used is equivalent to what an average person would use in one day. Second, vertical farming cuts out the 

long transportation process. They deliver all goods to chefs by bus or train for guaranteed freshness. Chefs will specify their 

order ahead of time. There is no need to rent out trucks or use special packaging to preserve the product. This eliminates 

Styrofoam packaging waste as well as offer a cheaper more efficient system. 

 

The most exciting prospect from this visit is the need of a reliable self-sustaining energy supply. The farm manager shared that 

he believes vertical farming will take off when solar energy is better applied and understood. Farm One would produce even less 

waste using solar panels and not require as much electricity to power the farm. Processes would become better refined and plants 

would be grown and delivered in a more efficient manner.   

 

5.2 Survey Data 

The customer survey handed out to faculty members and students of Molloy College will be analyzed in this section. One hundred 

people completed this survey and it yielded some interesting results. 

  

In the United States we were able to get 100 people to take the survey. Our audience demographic was 55% male, 75% 18-24 

years old, 87% followed no specific diet, and 78% lived in the suburbs. More people were aware of vertical farming (37%) than 

urban agriculture (34%). When asked to rank the benefits of vertical farming, our sample population agreed that creating jobs in 

cities and reducing the use of pesticides were the most important. This shows that our sample cares about reducing harmful 

chemicals in the food we eat, and helping the local economy. We noticed that many respondents in our community are concerned 

about using too much energy, and its effect on the environment, as well as where our food will come from in the future. 

  

An important finding was the change in the importance ratings after participants were exposed to the benefits of vertical farming. 

First, we asked this question and 33.0% were neutral, 41.2% thought it was “somewhat important,” and 13.4% rated it as very 

important. After we introduced the benefits of vertical farming as mentioned above, we asked the same question again. The 

change in responses was impressive. We saw a 5% increase in votes for “somewhat important” and a 22% increase for “very 

important.” There was also a 24% decrease in “neither important nor unimportant.”  This data shows the importance of public 

perception in regards to vertical farming. Locally grown food can have enormous benefits not only to the environment but to the 

customer as well. Waste production and energy consumption decrease while the freshness and quality of the product increases.  

 

6 KEY FINDINGS 

Key findings in this study include the pre-post reaction of survey respondents to the importance of vertical farming. We asked 

“how important do you feel that vertical farming would be in the area that you live, or the nearest city?” in the beginning of the 

survey. After reading the list benefits of vertical farming, and ranking the list on the basis of importance, we re-asked the question. 

In all three countries, respondents thought vertical farming was more important after being made aware of the benefits. As the 

chart below shows, there was a significant jump in “very important” answers. When made aware of vertical farming’s advantages 

these respondents are much more favorable. This applies to all three countries, and across the varied demographic profiles. 
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7 CONCLUSIONS 

The major findings from this research indicate that  the awareness levels for vertical farming are low, the public  is not educated 

as to the potential benefits of urban agriculture and vertical farming. There is also a realization of the need to encourage urban 

support of such projects as they can benefit the environment, society, and the economy. The surveys were structured is such a 

way that not only would we be able to gather data, but we would also be able to educate the survey respondents simultaneously. 

This helped close the gap between those who were educated on the subject and those who were newcomers to the concept of 

urban agriculture/vertical farming.  

 

It’s important to note that while urban agriculture/vertical farmers have many opportunities (environmentally, social, and 

economically), they also face significant challenges. As discussed, funding and generating capital is the biggest issue at hand but 

other challenges involving proper management, public and government support, and technology are other issues involved. As a 

result, there are few vertical farms located globally. This is a problem that needs to be addressed. With climate change becoming 

an issue, food supply becoming a future issue, the importance of non-GMO/organic food, and the economic benefit of stimulating 

growth while creating jobs, creates a concern that this issue hasn’t had more light shined upon it. Al Gore discusses the concept 

of vertical farming in his film titled “An Inconvenient Truth” and even this isn't enough to generate public support, he has gone 

as far as bringing celebrities alongside his global campaigns to bring more attention to the issue.  

 

Historically, urban agriculture was a means to survive in developing countries and economies. As such, families used rooftop 

farming to help put food on the table for their children while using the saved money to help pay for rent. While presently there 

are still cases of urban agriculture as a means to survive in developing countries/economies, in many developed countries 

technology has evolved that make vertical farming more viable and successful, such as hydroponics and aeroponics. There are 

also complex irrigation systems, LED lighting, and complicated design systems to make vertical farming possible. As technology 

continues to develop, and expenses associated with vertical farming are lowered, these farms could see further global expansion. 

There is potential for a green society.  

 

8 RECOMMENDATIONS FOR FUTURE RESEARCH 

Future research should address the limitations of this study, namely any distortions in the data due to the demographic skew or 

language barriers.  Research should be ongoing and expand to cover other regions or countries to understand the different 

challenges and opportunities that vertical farmers, and populations, face regarding local food sources. Ideally, future research 

will use a random sample rather than convenience sample, with a larger sample size and distribution across demographic 

variables. Importantly objectives of future research should focus on the optimizing key message points that would result in the 

developing of types of communication that builds awareness and public support. Ultimately the goal is to encourage policy-

making that helps the vertical farming industry, and community participation, continue to grow. 
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ABSTRACT 

The scarcity of resources has often made governments to search for sources to augment the available funds for developmental 

purposes. This scenario necessitate the need to borrow funds with a view to promote economic growth. This paper evaluates the 

impact of such borrowings by government and allied institutions on the economic development of Nigeria over 20 years (1995 

– 2015). The study employs an error correction model (ECM) to estimate the relationship. It observes that there is a positive 

correlation between the proxy for domestic debt and economic development while the proxy for domestic debt service payment 

is negative and significant. This suggests that domestic debt is contributing to the advancement of the economy while the 

repayment has inverse relationship with economic growth. The proxy for external debt and external debt service payment were 

negative though insignificant. The result calls for a significant change in the source of public debt from external sources to 

domestic sources. Government should look inwards to fund budget deficit while serious efforts should be put in place to reduce 

the external debt burden. 

 

1 INTRODUCTION 

Funding is an essential ingredient for the growth of an economy. At times this funding may not available hence the government 

often results into borrowing from sources that are willing to lend so far the criteria for borrowing is met. Economic theory 

suggests that reasonable level of borrowing by a developing country is likely to enhance its economic growth (Pattillo, et al 

2002). Public debt is the amount of money owed by the government to institutions, government agencies and other bodies either 

resident in or outside a country (Hassan and Akhtar 2012). It can be classified as sum of external debt and domestic debt and 

indicates how much public spending is financed by borrowing instead of taxation (Chowdhury 2001). Domestic debt is the 

amount of debt owed to residents of a country by the government. In Nigeria, domestic debt can be sourced from the Central 

Bank of Nigeria, Deposit Money Banks and the Non-Banking public via Treasury bills, Treasury certificates, Government 

Development Stock, among others. On the other hand, external debt is debt owed to residents outside a country by the government 

and this can be sourced through Paris Club of Creditors, London Club of Creditors, Multilateral Creditors, Bilateral Creditors, 

Private Sector Creditors and Promissory Notes holders. Thus, public debt is one of the instruments used to cover deficits in 

budget. The positive effects of public debt to countries pertain to the reality that in resource-starved economies, debt financing 

if done properly contributes to higher growth and increases a country’s capacity to service and repay external and internal debt.  

The relationship between public debt and economic growth has been carried out by various scholars in the literatures which 

reveal contradicting results. Some are of the opinion that both external debt and domestic debt influence the economic growth, 

while others see it from the perspective that either external debt or domestic debt influences the economic growth. In the same 

token, other scholars sees it from the perspective of duration, some says public debt influences economic growth in the short run 

while others are of the opinion that public debt influences economic growth in the long run. This research therefore seeks to 

investigate the effect of public debt on economic growth using Nigeria as a case study. The study covers a period from 1995 to 

2015 (20 years) and uses Error Correction Method to estimate the relationship. 

2  LITERATURE REVIEW 

Many studies have been carried out in the literature to examine the relationship between public debts and economic growth in 

the developed countries and developing countries including Nigeria. However, the results and discussions are not settled. Cristina 

and Philipp (2010) analysed the impact of high and growing government debt on economic growth, finds evidence for a non-

linear impact of public debt on per-capita GDP growth rate across twelve Euro area countries over a long period of time starting 

in 1970. The analysis unveils a concave (inverted U-shape) relationship between the public debt and economic growth rate with 

the debt turning point at about 90-100% of GDP. This means that a higher public debt-to-GDP ratio is associated, on average, 

with lower long-term growth rates at debt levels above the range of 90-100% of GDP. Checherita and Rother (2010) investigated 

the average impact of government debt on per-capita GDP growth in twelve Euro area countries over a period of 40 years starting 

from 1970. They found a non-linear impact of debt on growth with a turning point—beyond which the government debt-to-GDP 

ratio has a deleterious impact on long-term growth—at about 90-100% of GDP. Their results further suggested that the negative 
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growth effect of high debt may start from levels of around 70-80% of GDP, which calls for even more prudent indebtedness 

policies. 

  

Reinhart and Rogoff (2010), used simple correlation statistics to estimate the relationship between public debt and the long-term 

real GDP growth rate in a sample of 20 developed countries over a period spanning about two centuries (1790 - 2009). The study 

finds that the relationship between government debt and long-term growth is weak for debt/GDP ratios below a threshold of 90% 

of GDP, but when the ratio is above 90%, the median growth rate falls by one percent and the average by considerably more. A 

similar change in the behaviour of GDP growth in relation to the debt ratio is also found by Kumar and Woo (2010). Similarly, 

Qureshi and Ali (2010) empirically explored the impact of high public debt burden on the economy of Pakistan from 1981 to 

2008. The study opines a negative impact of public debt on the economy of Pakistan over the period considered. Akram (2010) 

investigated the effect of debt on the economy of Pakistan using Autoregressive Distributed Lag (ARDL) technique. The paper 

suggests that public debt is negatively related to investment hence economic growth. Hassan and Akhter (2012) analyzed the 

effect of public debt burden on the economic growth of Bangladesh. The sample period was 1980-2011 and estimated the 

relationship with the use of Error Correction Model (ECM). Empirical results reveal that there is no significant negative 

relationship between external debt and economic growth. They also found that domestic debt has a negative impact on growth 

with a weak statistical level of significance. Saifuddin (2016) examined the relationship between public debt and economic 

growth in Bangladesh. The empirical findings of the study indicate that public debt has made a significant contribution to 

economic growth, as measured by GDP, not only directly but also indirectly via its effect on investment because the public debt 

induces investment over time and this, in turn indirectly enhances economic growth.  

  

In Nigeria, Adepoju et al (2007) analyzed the effects of external debt management on sustainable economic growth and 

development in Nigeria using time series data over a period from 1962 to 2006. Exploring time to time behavior of donor agencies 

as an outcome of various bilateral and multilateral arrangements, they concluded that accumulation of external debt hampered 

economic growth in Nigeria. Adofu and Abula (2010) also examined the relationship between domestic debt and economic 

growth in Nigeria for the period 1986 – 2005 and found a negative relationship between domestic debt and economic growth. 

Likewise, Onyeiwu (2012) employed ordinary least squares (OLS) on error correction model to investigate the relationship 

between domestic debt and economic growth during the year 1994 to 2008. The study found domestic debt stock holding by 

government to be far above a healthy threshold of 35 per cent of bank deposit, thereby providing evidence of private investment 

crowd out in addition to negative growth effect during the period investment. Aminu and Anono (2012) conducted a study on 

external debt relationship in Nigeria and found that external debt impacted positively on the growth of the economy within the 

period under review. External debt does not cause GDP, but the flow of causation runs from GDP to external debt.  Amassoma 

(2011) examined the causal nexus between external debt, domestic debt and economic growth in Nigeria between 1970 and 2009 

using a Vector Autoregressive (VAR) and a Vector Error Correction (VEC) models. The findings show that whereas there was 

no long-run relationship between domestic debt and economic growth external debt and economic growth showed a long-run 

relationship. It was evident from the findings that there existed a bi-directional causality between internal debt and economic 

growth; this implied that both internal debt and economic growth leads to one another. However, the result of the causality 

between external debt and economic growth showed a unidirectional causality from economic growth to external debt and not 

vice versa, this implied that it is economic growth that lead to external debt and not external debt leading to economic growth. 

This result showed that external debt has not contributed to the growth of the Nigerian economy rather domestic debt have 

contributed significantly to economic growth in Nigeria and in the same vein, economic growth can be a very significant factor 

or determinant of internal debt. 

 

Oluitan and Balogun (2013) examined the effect of foreign debt on the Nigerian economy from 1960 to 2012. The result opines 

that foreign debt has a negative relationship with output level of gross domestic product. Emmanuel (2012) focused on the impact 

of public debt on economic growth in Nigeria. The study shows that the impact of debt on economic growth is negative and quite 

significant in the long-run but become positive in the short-run. This was attributed to incompetent debt management. Aminu et 

al (2013) examined the impact of domestic debt and external debt on economic growth in Nigeria from 1970-2010 using ordinary 

least square method to establish a simple relationship between the variables under study. The results revealed that external debt 

possessed negative impact on the economic performance of Nigeria while domestic debt possessed positive impact on economic 

growth through encouraging productivity and output level and on evolution of total factor productivity. Okon et al. (2013) 

investigated the relative impact or potency of both external and domestic debts on the performance of the Nigerian economy with 

emphasis on which of the debt type exert more impact or influence on the major macroeconomic variables of per capita GDP 

and gross domestic investment. They used time series data from 1970 to 2011 and observes that external debt is superior to 

domestic debt in terms of economic growth. External debt and not domestic debt crowd-out domestic investment in Nigeria. 

They concluded that government should have recourse to domestic market-based borrowing in order to help mobilize domestic 

savings and stimulate domestic investment in Nigeria. From the foregoing, the literature is not settled on the impact of public 

debts on economic growth. The nature and extent of the effect of public debts on Nigeria economic growth has not been 

conclusively agreed. The presence of this lingering gap is the driving force behind this study. 
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3  ESTIMATION TECHNIQUES AND MODEL SPECIFICATION 

The study uses historical data from 1995 to 2015 and employs econometric methodology such as descriptive statistics, unit root 

tests for stationarity of each variable and co-integration test to test for the presence of long run relationship.  Error Correction 

Model (ECM) is used to estimate the relationship.   
 

The stochastic form of the model that was tested is: 

GDPPC = 𝛽0 + 𝛽1EDS + 𝛽2DDS + 𝛽3ESP + 𝛽4DSP + 𝜇       

GDPPC represents Gross domestic product per capita; EDS represents External debt stock; DDS represents Domestic debt stock; 

ESP represents External debt service payment; DSP represents Domestic debt service payment; 휀it represents Error term; 𝛽0 

represents Intercept. The following are the a priori expectations regarding the signs of the coefficients of independent variables 

including the constant. Therefore, the following are the ‘a priori’ expectations:          β1 > 0and β2 > 0;  β3 <0 and β4 < 0                                                                                            

 

3.1 Data Analyses and Results 

Descriptive statistics analysis of each variable shows that the variables are not normally distributed. Only ESP i.e. External 

Service Payment is stationary at level while all the other variables are stationary at first difference. Due to this, we estimate the 

Johansen Cointegration test to examine the possibility of the existence of long run relationship amongst the variables.  

From the estimation of the trace statistics and maximum Eigen value statistics, the results suggest existence of long run 

relationships among the variables for all the cointegrating equations. A maximum of 4 lags was used in the estimation. Thereafter, 

the Error Correction Method of analysis was estimated and the result is presented in the table below. 
 

          Table 1. Results of OLS estimation using ECM  
  

 
Source: Author’s computation using E-views 9.0 

The result shows that only DDS has a positive relationship with GDPPC with a 0.902298 coefficient that is significant at 5%. 

DSP is equally significant but has an inverse relationship with GDPPC. This finding aligns with our a priori expectation for the 

study because repayment of debt will reduce available funds for development when effected hence the inverse relationship. Both 

EDS and ESP have no significant relationship with GDPPC although the coefficients have negative sign suggesting possible 

inverse relationship. This result posits that only domestic debt exerts positive relationship on economic growth and aligns with 

the study of Amassoma (2011) and that of Aminu et al (2013). 

 

The ECM coefficient is -2.107168 and significant at 1%. This depicts proper specification of the model. The Durbin Watson 

report is 2.049 which suggests absence of auto correlation. R2 value is 0.6792 which means that about 67.92% of the total 

variation of the GDPPC values is explained by the independent variables. This implies that the power of EDS, DDS, ESP and 

DSP explaining GDPPC is relatively strong while the balance can be attributed to the factors included in the disturbance variable. 

 

4 CONCLUSION 

Based on the aforementioned findings, the external debt stock and its service payments are insignificant to the Nigerian economic 

growth (that is, a rise or fall in the Nigerian economic growth is not determined by the external debt stock nor it service payments) 

and as such should not be resorted into in times of need as it will not lead to any progress in the growth of the Nigerian economy. 

Dependent Variable: D(D(LOG(GDPPC)))                      

Method: Least Squares                       

Sample (adjusted): 1997 2015                       

Included observations: 19 after adjustments                      

                         
                         Variable Coefficient Std. Error t-Statistic Prob.                       

                         
                         C 0.130694 0.219490 0.595446 0.5618                     

D(EDS) -0.000125 7.56E-05 -1.660034 0.1208                     

D(D(LOG(DDS))) 0.902298 0.390715 2.309351 0.0380                     

LOG(ESP) -0.015137 0.044038 -0.343721 0.7366                     

D(LOG(DSP)) -0.294238 0.152698 -1.926931 0.0761                     

ECM(-1) -2.107168 0.423326 -4.977643 0.0003                     

                         
                         R-squared 0.679203     Mean dependent var -0.014737                     

Adjusted R-squared 0.555820     S.D. dependent var 0.288329                     

S.E. of regression 0.192162     Akaike info criterion -0.208864                     

Sum squared resid 0.480042     Schwarz criterion 0.089380                     

Log likelihood 7.984205     Hannan-Quinn criter. -0.158389                     

F-statistic 5.504818     Durbin-Watson stat 2.049427                     

Prob(F-statistic) 0.006144                        
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This could be as a result of possible diversion of the funds from source hence not used for the intended purpose. Domestic debt 

serves as a useful tool and should be encouraged as it positively affects the economic growth of the nation but the loans borrowed 

should be repaid as soon as possible as the service payments of domestic debts negatively influence the economic growth. This 

means that an increment in the procurement of domestic debt leads to an increment in the Nigeria economic growth but an 

increment in the domestic debt service payment leads to a decrease in the economic growth. That is when loans are borrowed 

internally, effort should be made to pay back the loan as soon as possible. 
 

In a nutshell, Nigeria can resort into borrowing when short of revenue, but this borrowing should be made only from domestic 

sources and the repayment should be done as soon as the debt matures, that is the loan should be paid back within a short period 

of time so that it will not pose a threat to the economic growth of the nation. 
 

5 REFERENCES 

Adepoju A, Salau A & Obayelu, A. (2007), ‘The effects of external debt management and sustainable economic growth and 

development: lessons from Nigeria’, Econ Papers. 

Adofu, I & Abula, M. (2010), ‘Domestic debt and the Nigerian economy’, Current Research Journal of Economic Theory. Vol. 

2(1), pp.  22-26.  

Akram, N. (2010), ‘Impact of public debt on the economic growth of Pakistan’, Centre for Poverty Reduction and Social Policy 

Development, Islamabad. Vol. 50(4), pp. 599-615. 

Amassoma, D. (2011), ‘External debt, internal debt and economic growth bound in Nigeria using a causality approach’, Current 

Research Journal of Social Sciences 3(4): 320-325.  

Aminu, A & Anono, A. (2012), ‘External debt and growth relationship in Nigeria - an empirical analysis’, International Journal 

of Research and Advancement in Social Science, Pan-African Journal Series. 

Aminu, U., Ahmadu, A. & Salihu, M. (2013), ‘External debt and domestic debt impact on the growth of the Nigerian economy’, 

International J Educational Research. vol. 1, no. 1, pp. 70 – 85. 

Checherita, C & Rother, P. (2010), ‘The impact of high and growing government debt on economic growth: an empirical 

investigation for the euro Area 1. European Central Bank Working Paper Series no. 1237.  

Chowdhury, A. (2001), ‘External debt and growth in developing countries; a sensitivity and causal analysis’, WIDER discussion 

paper no. 2001/95. 

Cristina, C & Philipp, R. (2010), ‘The impact of high and growing government debt on economic growth an empirical 

investigation for the euro area’, European Central Bank Working Paper. no. 1237, pp. 1 - 40. Available from: 

http://www.ecb.europa.eu 

Emmanuel, O. (2012), ‘An empirical analysis of the impact of public debt on economic growth: evidence from Nigeria 1975-

2005’, Canadian Social Science, 8(4): 154-161.  

Hassan, M & Akhter, T. (2012), ‘Impact of public debt burden on economic growth: evidence from Bangladesh’, Journal of 

Finance and Banking, vol. 10, no. 1 & 2. 

Kumar, M. S. and Woo, J. (2010), ‘Public debt and growth”, IMF Working Paper, Cambridge University Press, Cambridge. no. 

174, pp. 1-45. 

Okon, E., Maji, A & Denies C. (2013), ‘The relative potency of external and domestic debt on economic performance in Nigeria’, 

European Journal of Human and Social Science. vol. 1(27), pp. 14-29 

Oluitan R.O. & Balogun O. (2013) ‘The Impact of Foreign Debt Management on Economic Development in Nigeria’, Paper 

Presented at the African Regional Conference on Sustainable Development, Legon, Ghana, pp 68. 

Onyeiwu, C. (2012), ‘Domestic debt and the growth of Nigerian economy’, Research Journal of Finance and Accounting. vol. 

5, pp. 45-56. 

Pattillo, C., Poirson, H. & Ricci, L. (2002), ‘External debt and growth’, IMF working paper, vol. 39, no 2. 

Qureshi, M & Ali, K. (2010), ‘Public debt burden and economic growth: evidence from Pakistan’, International Research Journal 

of Finance and Economics. vol. 53, pp.100-108. 

Reinhart, C & Rogoff, K. (2010), “Growth in a Time of Debt”, NBER Working Paper no. 15639. 

Saifuddin, M. (2016), ‘Public debt and economic growth: evidence from Bangladesh’, Global Journal of Management and 

Business Research: B Economics and Commerce. vol.16, no.5. 



  

Northeast Business & Economics Association Proceedings 2019  187 

 

 

Organizational Identity and Esports in Higher Education 

 
Brian M. O’Neill 
School of Business 

Molloy College 

1000 Hempstead Ave. 

Rockville Centre, NY 11769 USA 

(516) 323-3080 

boneill@molloy.edu 

 

ABSTRACT  

The concept of organizational identity, originally developed by Albert & Whetten (1985), can guide the strategic decision making 

process of executives. In consideration of organizational identity, university administrators, cognizant of the competitive U.S. 

higher education marketplace, may promote an intended image to distinguish their schools from competitors and gain the 

attention of attractive student candidates. Despite the rapid emergence of esports at the collegiate level, no data is known to exist 

that links organizational identity to collegiate esports and its associated issues. The author proposes a research design, using a 

classification protocol employed by Gioia & Thomas (1996), in anticipation of a study to determine the roles of organizational 

identity and intended image in collegiate esports. Potential findings may demonstrate the relevancy of the organizational identity 

and image constructs in higher education in relation to perceptions of esports programs and success. 
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1  INTRODUCTION  

Descriptive definitions of electronic sports, commonly known as “esports,” include “a form of sports where the primary aspects 

of the sport are facilitated by electronic systems; the input of players and teams as well as the output of the esports system are 

mediated by human-computer interfaces” (Hamari & Sjöblom, 2017, p. 211), and “an organized and competitive approach to 

playing video games” (Seo, 2016, p. 265). Funk, Pizzo, & Baker (2018) note that “not all video gaming” should be considered 

esports (p. 9). Instead, video games must have structure, organization, and competition (Funk et al., 2018, p. 9). Jenny, Manning, 

Keiper, & Olrich state that for a game to be considered a sport the criterion of “institutionalization” must be met (as cited in Funk 

et al., 2018, p. 9), meaning that the game must include governing bodies and regulations. As such, a collective definition (i.e., 

video games must have structure, organization, competition and institutionalization) utilized by Funk et al. (2018) seems fitting. 

 

The nascent world of collegiate esports presents multifaceted and unique governance challenges to college administrators. In 

particular, the lack of a position on esports by the National Collegiate Athletic Association, the organization responsible for 

overseeing athletic programs at Division I, II and III schools, has created a void and has forced schools to make decisions about 

esports without the guidance of a widely-recognized and established governing body. In its place, the National Association of 

Collegiate Esports (NACE) was formed (“About - Collegiate Esports Governing Body - NAC Esports,” n.d.) and reports over 

160 schools now have varsity esports programs (In Queue: Membership News for July 31, 2019, personal communication, July 

31, 2019). Organizational identity (OID) may provide an element of structure for college administrators and other stakeholders 

responsible for making decisions about esports in a complex environment. However, the lack of data describing the relationship 

between OID and collegiate esports necessitates the research study outlined in this paper. Potential findings may provide insight 

into the perceptions of the success of esports programs in higher education. 

 

2  ORGANIZATIONAL IDENTITY 

Originally constructed by Albert & Whetten (1985), the concept of organizational identity was later refined by Whetten as “the 

central and enduring attributes of an organization that distinguish it from other organizations” (Whetten, 2006, p. 220). On the 

surface, OID may seem relatively simple. However, scholars have interpreted the concept of OID in many ways (Foreman & 

Whetten, 2016), the reasons for which become clear if the environmental complexity of organizations is considered. Institutional 

theory suggests that organizations face isomorphic pressures in three forms: coercive, societal and mimetic (DiMaggio & Powell, 

1983). These pressures define boundaries of conformity for organizations, such that when environmental factors challenge the 

survival of an organization, “organizations have the option to conform and risk decline or to resist conformity and engage as 

change agents” (Turner & Angulo, 2018, p. 53).  

 

mailto:boneill@molloy.edu
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Stensaker (2015) outlines how OID could be used to understand and explain significant activities in universities based on the 

characteristics of the change process (i.e., designed or organic) and key constituencies (i.e., internal and external). In regard to 

change, Stensaker states that OID “may function as a sort of filter” which stakeholders may use to process new information and 

determine its importance and relevancy (2015, p. 108). Moreover, given emergent issues and changing environments, the 

question of whether an organization’s identity is enduring, or subject to change, is pertinent (Gioia & Thomas, 1996). Finally, 

Stensaker notes that the belief among organizational members that a university is indeed distinct is much more important than 

“whether claims of distinctive collective identities are actually ‘true’” (2015, p. 111).  

 

3  ESPORTS 

Esports consists of multiple genres of games, including multiplayer online battle arenas (MOBAs), first-person shooter, real-time 

strategy, collectible card games and sports games (Hamari & Sjöblom, 2017). Many games are team-based and consist of up to 

six players on two teams, which may compete remotely or in person. Unlike many other sports, however, the rules and regulations 

of the games are not determined by coalitions of team owners. Instead, video game publishers wield control in esports since they 

develop and determine the nuances of the games. Publishers have created leagues and tournaments to promote their game titles. 

In addition, leagues such as the High School Esports League, a national partner of NACE (“National Partners - Collegiate Esports 

Governing Body,” n.d.) have been formed to coordinate competition (“High School Esports League Home,” n.d.). 

 

According to a Washington Post-University of Massachusetts Lowell poll of 522 Americans aged 14 – 21, 59% of respondents 

said they played multiplayer videogames within the past twelve months (Ingraham, 2018). The popularity of esports among 

young Americans is similar to that of the National Football League (Ingraham, 2018) and tournament prizes have begun to reflect 

as much. Recently, Fortnite publisher Epic Games awarded $3 million to a 16-year-old player who won its world cup tournament, 

an amount more than Tiger Woods won at the Masters Tournament or Novak Djokovic won at Wimbledon in 2019 (Pei, 2019). 

 

4  CONSIDERATIONS FOR HIGHER EDUCATION 

The popularity of esports has drawn the attention of college administrators, as evidenced by the awarding of scholarships to 

esports players. In 2014, Robert Morris University–Illinois became the first university to offer scholarships to students for playing 

esports (Funk et al., 2018), offering awards up to 50% of tuition and 50% of room and board (“RMU becomes first university,” 

2014). In 2018, Harrisburg University of Science and Technology offered its 16 inaugural varsity esports team members full 

athletic scholarships along with housing stipends (“HU reveals Esports team name, roster | Harrisburg University,” 2018). 

Approximately 200 colleges in the U.S. are now collectively providing about $15 million in yearly tuition scholarships with an 

average scholarship amount of $4,800 (Heilweil, 2019). The growth of the industry suggests universities not yet committed to 

esports may feel pressure to do so. However, there are multiple issues that administrators may wish to consider. 

 

Pizzo, Jones, & Funk interviewed 16 athletic department and student affairs directors and identified five key areas of concern: 

(1) uncertainty among university stakeholders, (2) publisher control, (3) incongruence with traditional sport, (4) external 

regulatory concerns, and (5) gender equity (n.d., p. 17). Funk et al. (2018) examined the implications of esports for sport 

management and identified additional areas of concern for colleges, including the health impact related to player training, 

opportunities to diversify student-athlete populations,  and “the effect on university academic missions” (p. 11). In addition, they 

note concerns about the gaming culture, citing Mulkerin’s article about racism, sexism and homophobia in esports (Mulkerin, 

2016), as well as cheating, match-fixing, doping and gambling (Funk et al., 2018). 

 

As such, students’ interest in esports may not be a strong enough force to compel university officials to support such a program. 

The input from multiple stakeholders, such as faculty, student affairs leaders and athletics officials may be necessary. To survive 

and flourish, an organization (functioning as a coalition) “must engage in complex transactions with the environments” (p. 275) 

on which it depends and may control (Selznick, 1996). An understanding of the central, enduring and distinctive OID attributes 

that answer the “Who are we as an organization?” question, and a recognition of the regulative, normative and cultural-cognitive 

pillars of institutional theory (Turner & Angulo, 2018, p. 55), likely provide higher education administrators with a framework 

for the high risk decision making process described by Turner & Angulo (2018). Dutton & Dukerich (1991) posit that 

organizational actions are tied to particular issues, which they define as “events, developments, and trends that an organization’s 

members collectively recognize as having some consequence to the organization” (p. 518). At the same time, organizational 

identity limits the interpretations of issues and the actions an organization may take (Dutton & Dukerich, 1991).  

 

Furthermore, an organization must also be cognizant of its intended image, that is, how organizational leaders wish external 

stakeholders to perceive the organization (Brown, Dacin, Pratt, & Whetten, 2006). The greater the difference between OID and 

image, the more likely external stakeholders will perceive the incongruity and reject the image (Stensaker, 2015). Based on their 

study of organizational identity and image in higher education, Gioia & Thomas (1996) suggest that an effective way to change 

OID is to focus on the desired future image, an influential tactic that may help members of an organization prepare for strategic 

change. Therefore, if a university wishes to change its organizational identity by implementing an esports program, it should 
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explain why its desired future image contains an esports component. Alternatively, if an organization wishes to incorporate an 

esports program and at the same time maintain its identity, it must show stakeholders how esports aligns with its OID. The same 

reasoning may apply to “maintaining” an esports program. In any case, attributions of success of an esports program may depend 

on the perceptions of stakeholders. 

 

5  RESEARCH DESIGN 

Gioia & Thomas (1996), in their study of strategic change in academia, classify schools by identity type. “Utilitarian” schools 

are defined as having members who “perceive the organization’s character to be oriented mainly toward economic factors” and 

“normative” schools are defined as having members who “perceive the organization’s character to be oriented mainly toward 

ideological and value-based concerns factors” (1996, p. 387). As such, attributions of success likely relate to dissimilar factors.  

 

Proposition 1: Schools defined as more utilitarian will evaluate the success of their esports programs using different factors than 

schools defined as more normative. 

 

The organizational identity of a college is likely related to the issues administrators care about most. Additionally, organizational 

identity claims are reflected in an organization’s “unique pattern of binding commitments” (Whetten, 2006, p. 220). 

Commitments, in turn, should receive requisite support. Therefore, the lack of demonstrated commitment likely signifies that 

those issues are less important and thus should receive less support. In contrast, demonstrated commitment to an issue likely 

signifies its higher importance and justification of higher support, a key component necessary for success. Therefore, an 

organization whose actions and commitments reflect its organization identity are more likely to report success. 

 

Proposition 2: Schools that report greater alignment of their esports programs with their organizational identity will report higher 

levels of esports program success than schools that report less alignment. 

 

Research is necessary to advance these propositions. A survey is to be distributed to stakeholders at universities with esports 

programs based on data from NACE and other online sources. Information related to esports issues, identity, image and success 

will be collected. To minimize issues with validation, the questionnaire tested by Gioia & Thomas (1996, p. 401) to measure 

identity type, identity strength, present image, and future image (all measured on 7-point Likert scales) will be used. 

 

6  DISCUSSION 

Whetten (2006) argues that OID has little relevance in regard to routine decision making but that it “is indispensable for most 

fork-in-the-road choices, especially when a contemplated course of action might be considered out-of-character by a legitimating 

audience” (p. 226). Furthermore, internal constituencies are more likely to engage in discussions of OID when facing novel, 

controversial and consequential strategic choices (Whetten, 2006, p. 227). At many schools, decisions regarding esports likely 

fall into this category.  

 

Every year, a new class of high school graduates enters the higher education marketplace with more exposure to esports than the 

last. Each university has a decision to make whether to incorporate esports into its student enrollment and retention strategies. 

Some stakeholders may argue support of video game competitions is an antithetical position in higher education; however, similar 

arguments were likely made about online education, international branch campuses (see Wilkins & Huisman, 2012) and the 

reduced reliance on the Scholastic Aptitude Test (SAT) in the college admissions process (Turner & Angulo, 2018). On the other 

hand, some may find students are interested in both esports and STEM programs while others, like The Ohio State University, 

may wish to develop courses related to the business of esports to meet student demand (Wootton-Greener, 2019). 

 

A decision to support esports will likely add a new dimension to a school’s organizational identity and, via an imaging viewpoint 

(Brown et al., 2006), signify to prospective students and peer schools a new identity claim. Given the growth of esports in 

academia, it remains to be seen how much longer such a claim will add a distinctive element to organizational identity. 
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ABSTRACT 

Recent changes in the business climate have place greater emphasis on the higher-order skills of analysis and evaluation and 

lower emphasis on remembering and understanding. For example, the American Institute of Certified Public Accountants 

(AICPA) made changes to the Uniform CPA Exam in response to demands from the accounting profession and technological 

advances which place higher expectations on new professionals to have broader knowledge and more advanced skills.  Entry-

level accountants and other business professionals are expected to have a basic understanding of emerging technologies such as 

data-analytics, data visualization, blockchain, Internet of Things, and virtual reality, etc.  Students should also possess a basic 

understanding of these and other emerging technologies, with an emphasis placed on how these technologies can be used to solve 

business issues in industry-specific scenarios.   Young professionals should possess different technology capabilities including 

use of data as well as complementary human skills to interact with professionals.  

 

As business school educators, we must balance the need to provide our students with a comprehensive curriculum while instilling 

the skills necessary to thrive in a changing professional environment.  Our students must be able to understand and master the 

evolving technologies in order to meet the demands of their chosen professions.  We argue that standard business school 

curriculums are not well suited to address the need for students’ digital acumen and complimentary human skills.    

 

Our paper discusses the information about digital domains essential in the current business environment.  We provide suggestions 

and resources for faculty on how to incorporate digital acumen concepts and human skills across a broad range of business 

courses.   Finally, we provide a list of basic skills that need to be developed prior to graduation as well as a list of advanced skills 

that students will likely learn as they progress in their careers.    

 

Keywords 

Digital acumen, technology, education, critical thinking 

 
1 INTRODUCTION  

Professionals with various business backgrounds are focusing on ways to understand and appreciate the value of data, tech-

enabled business processes, and create better, more digitally-enhanced experiences for clients. In turn, students must enter their 

respective professions with a basic understanding of the evolving technologies and a basic understanding of required skills needed 

for the evolving technologies.    

 

Professional examinations such as the Certified Public Accountants Examination are moving away from testing memorization 

skills towards critical thinking while integrating technology in task-based simulation questions.   Entry-level accountants and 

other business professionals are expected to have a basic understanding of emerging technologies such as data-analytics, data 

visualization, blockchain, Internet of Things, and virtual reality, etc. 

 

Digital technologies continue to transform the business landscape. As educators, we must be mindful of the skills needed by our 

students as they enter the professional environment. Some ways of introducing the skills is by group projects, presentations and 

assessments which encompass the different technologies based on the disciplines.  
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2 EXAMPLES 

Some of the emerging technologies in the accounting profession include data-analytics, data visualization, blockchain, Internet 

of Things, and virtual reality. 

 
3 CONCLUSION 

As educators, we must balance the need to provide our students with a comprehensive curriculum while instilling the skills 

necessary to thrive in a changing professional environment.  It has become increasingly important that our students are able to 

understand and master the evolving technologies. 
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ABSTRACT 

A key challenge to students’ retention of knowledge and failure to apply it to other disciplines is that faculty teach in “silos”. In 

concentrating solely on performance in their own classes, faculty inadvertently give the impression that the knowledge they are 

imparting “resides” within the discipline. Students fail to grasp the generalizability of the theories, concepts, equations, and 

frameworks to classes in other disciplines. This paper describes a multi-year project within a school of management at a medium-

size, private, liberal arts school.  The goal of this project was to help faculty become aware of how their teaching impacts future 

classes and more importantly, how easily they can help students to appreciate the concepts that they will use again in other classes 

and in their careers.   

 

Keywords   

Integrated curriculum, multidiscipline, faculty motivation 

 

1  INTRODUCTION 

There are multiple ongoing challenges in business education.  These are neither new nor specific to business but represent the 

need to produce graduates having both subject area knowledge and practice in using that knowledge in all aspects of business.  

In particular, integration of the discipline-specific concepts into a cohesive knowledge base allows the student to function at a 

higher level than students who learn information in “silos” (Brown 2017).  Often, it is the capstone course which integrates 

knowledge for the first time in spite of encouragement from accrediting bodies such as AACSB, recruiters, and academics. In 

general, with advanced undergraduates (and graduate) classes, the goal is to reach higher level learning.   

 

A key challenge in students’ retention of knowledge and failure to apply it to other disciplines is that faculty teach in “silos”.  

That is, both faculty and students are deeply ingrained in their own discipline.  Faculty are actively engaged in teaching their 

discipline for maximum learning.  They want students to retain what they have taught them. In concentrating solely on 

performance in their own classes, they inadvertently give the impression that the knowledge they are imparting “resides” within 

the discipline.  Students fail to grasp the generalizability of the theories, concepts, equations, and frameworks to their other 

classes.  It is this generalizability and cross disciplinary application which solidifies their education. 

 

A potential remedy is to help faculty to understand the impact of their teaching on subsequent classes, often in other disciplines.  

When faculty can see that other classes and professors will use what they have taught and how it applies, they can begin to 

appreciate the impact of their own teaching.  And isn’t that what we all want, to have an impact?  The goal is recognition and 

internalization first before attempting changes in curriculum. 

 

This paper describes a multi-year project within a school of management at a medium-size, private, liberal arts school.  The goal 

of this project was to help faculty become aware of how their teaching impacts future classes and more importantly, how easily 

they can help students to appreciate the concepts that they will use again in in other classes and in their careers.  A series of 

activities essentially performed a gap analysis to see where terms/concepts/skills were not being taught or where they were not 

retained. 

 

2  THE PROJECT 

In simple language, integrated curriculum is about making connections, whether that is across disciplines, or to real life (Drake 

2004).  At its most sophisticated, the multidisciplinary approach creates new courses which integrate around a common theme.  

Critics of such a curriculum defend the pursuit of discipline specific learning but allow there is great value in multidisciplinary 

casework and exercises rather than upending the curriculum or creating whole new courses (Campbell et al, 2006). 

mailto:Elizabeth.purinton@marist.edu
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Here, we are incorporating any approach that helps student to see the connections among multiple business and accounting 

classes so that they can transfer what they have learned in one class to another.  For example, using knowledge of financial 

statements to build a business plan would require students to learn the concepts in accounting, retain that knowledge, and be able 

to apply them in entrepreneurship.  

 

At the school where these activities took place, twice a year, the college holds an Assessment Day wherein classes are not held 

and faculty meet to discuss assessment (assurance of learning). With the great overlap between assessment and integrated 

curriculum, these activities took place during Assessment Day.  The theme of “a day the beach” was used to make the activities 

more fun and to project a sense of ease in integrating curriculum.  Faculty retreats are also an appropriate venue. 

 

To prepare for the activities, the authors met with the professors who teach the capstone course in business.  Each was asked 

what terms/concepts/skills students needed coming into their class.  A large poster was created portraying a series of fishing 

poles each with empty hooks.  Each “fishing line” represented one of the concepts identified as necessary. During Assessment 

Day, faculty, grouped by discipline, were polled as to which concepts students needed to know coming to their class and what 

concepts they taught that they believed would be used later classes.  Faculty chose the 3 to 5 most important terms/concepts/skills 

students would need in future courses and wrote them on a fish made of construction paper.  These went into a bucket which was 

passed to faculty teaching subsequent courses along with blank paper turtles.   

 

Faculty retrieved the paper fish from the buckets and were given the following instruction: 

Please look at the terms/concepts/skills on the fish.  If you believe an important term/concept/skill is needed 

by students entering your class and there is no corresponding fish, write it on a turtle and put it in the green 

bucket.  Put the fish back in the blue bucket, add your fish, and pass it on to the next group.  

 

The authors attached the fish to the hooks on the fishing poles.  The turtles were attached to the bottom of the poster in the “sand”.  

While the authors were affixing the fish and turtles to the poster, another activity took place with the faculty in the hallway 

outside the room.  A few of the terms/concepts/skills from the Capstone class were used as exemplars.  The presenters wrote one 

concept on each of three large, inflatable beach balls.  Faculty were formed into three groups each containing a faculty member 

from each discipline and given one beach ball.  

 

As the faculty stood a large circle facing each other and tossed beach ball to each other, they were tasked with describing a way 

that core concept applied in their own classes.  For example, a beach ball with “demand curve” written on it might be passed to 

a marketing professor who might say, “determining price of a product”.  When passed to a human resources professor, that person 

might say “determining compensation for a position”.  Obviously, some of these connections were easier to make than others.  

The challenge was to find a use for the concepts in one’s class regardless of how far-fetched it might seem.  For many faculty, 

this final exercise both solidified the value of integrated curriculum and also their own responsibility in integrating concepts from 

other disciplines into their own classes. 

 

The value of this exercise comes from the ability to help one identify for students how this concept will be used later in the 

curriculum without adding any more class time or research on their part. 

 

The culmination of the exercise was a schoolwide discussion of why there were turtles (important things not taught).  Faculty 

were asked, “Why is this a turtle?  What is the issue?  For example, is it not taught?  Is it taught early in the curriculum and 

forgotten by the time students get to upper level classes?”  Then they were asked how to solve the issue. The goal was to identify 

why students may not have the appropriate terms/concepts/skills when they were seniors.  It was not uncommon for faculty to 

say things like, “I don’t teach that.  I thought it was taught by (… someone else, in high school, etc.).  Maybe I should be covering 

it in my class.”  This form of gap analysis is crucial to finding easily fixable flaws in the curriculum.   

 

Some turtles were taught to the students but not retained.  Time gaps lead to forgetting.  In a study looking at students’ 

performance in consecutive Economics classes, the finding was that the order of course progression mattered less in success than 

did the time lag between classes (Sue, 2016).  This is one reason why finding those touchpoints in the program is important.  

Every chance to remind students they will be using the concepts again, helps to reinforce why the concept needs to be learned as 

a skill, not forgotten after the final exam. 

 

3  CONTRIBUTION AND FUTURE PROJECTS 

This is an ongoing effort within school.  The goal remains encouraging faculty to envision the impact of their teaching on classes 

outside their discipline.  This internalization is key before making curricular changes.  Subsequent Assessment Days had further 

exercises exploring the turtles and what could be done to prevent them. 
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There are future projects planned to continue this effort.  The beachball exercise, in particular, will be reused as faculty need 

reminders as much as students do.  Each time this exercise is done, faculty find more touchpoints and learn how easy it is to 

inform students of the need for their own class concepts in future courses.  

 

Another project will take one class as an exemplar.  For example, the main concepts learned in Financial Accounting will be 

mapped directly to the chapters in the text book where they are covered.  Faculty can then disseminate this to students in their 

classes, the syllabus, or simply post a table on the online learning platform. 

 

As educators, one’s goal is always student learning and retention.  For many of us, deeper learning and the ability to integrate 

knowledge across disciplines is a priority.  This paper has described one college’s attempt at furthering that integration across 

disciplines and departments.  While this is an ongoing effort and may never reach a final conclusion, the process has been eye 

opening for the faculty beginning to see how their own silos are the first impediment to multidisciplinary learning.  Due to the 

creativity of the process, it was seen to be (almost) as much fun as “a day at the beach”.  
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Second Hand Clothing: The Male Perspective 

 

  

ABSTRACT 

The second-hand clothing (SHC) industry, though ancient, has undergone a large resurgence resulting in a $24 billion-dollar 

industry (thred-UP, 2019). In order for this industry to continue to expand, marketers must research and target a new group of 

consumers. This paper attempts to shine a light on the motives, attitudes, intentions, and behavior of male consumers in regard 

to second-hand clothing. While there are many studies on female SHC shopping behavior, information on males is sparse. After 

reviewing the literature on SHC and its recent trends and studies, a study will be proposed to bridge the gap in the literature and 

expand the industry. Following the study, suggestions and conclusions on how marketers can use the information found by the 

conduction of the male focus groups to shape a marketing strategy will be discussed. 

Keywords 

Secondhand clothing, male shopping behavior, motivations, focus groups 

  

1  INTRODUCTION 

With the current movement towards renewability (Cohen, 2015), and reducing waste (Powell, Townsend, and Zimmerman 2016), 

participating in purchasing second hand clothing is trending upwards (Laitala and Klepp, ,2018). By 2018, the total second-hand 

apparel market including thrifts, donations and resale are at a total of $24 billion (thred-UP, 2019). By 2023, Neil Saunders, 

GlobalData Managing Director & Lead Market Analyst for thredUP’s Resale Report states this market is projected to grow and 

double within the next five years to about $51 billion (thred-UP, 2019). 

Second hand clothing was once perceived as a “low brow” activity due to the idea of wearing or purchasing clothing that is not 

“new,” and previously worn by someone else. This paper aims to shine a light on the motives, attitudes, intentions, and behavior 

of college males in regard to second-hand clothing. 

Second-hand clothing has gained higher traction within society, linked to different events and movements within society. For 

example, following the Industrial Revolution, making new garments was seen as “time consuming” and so instead of being seen 

as disposable as it once was, clothing was now looked upon in a new light of reuse in order to “stretch its lifetime” (Young 2018). 

Another societal movement included the Environmental Movement in which second-hand clothing shopping was called 

“environmentally-friendly shopping” (Young 2018). This movement made SHC shopping be seen as a way to “treasure hunt” 

while simultaneously recycling in order to be environmentally friendly (Young 2018). However, history shows that second-hand 

clothing was not pursued nor as accepted as it is today. 

Today, SHC has become a  societal norm. In the past, second-hand clothing only attracted extremely price-conscious buyers, 

lower class, and a small group of people within the fashion industry (Yan, Bae, and Xu, 2015). Currently, second-hand clothing 

has expanded its audience in terms of economic and social status. (Corrêa, Veranise, and Dubeux,2015). Correa et al (2015) 
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found that consumers, especially in developing countries, partake in second hand clothing because of economic reasons, as well 

as in order to complete an existing set of clothes in their closet. The same study by Correa et al (2015) also found that consumers 

perceive “retro” styles as the new chic and can only be purchased second hand. Forgoing research on second-hand clothing would 

hinder knowledge about the current consumers, specifically males, and trends society follows when discussing second-hand 

clothing. This is considering that 67.9lbs of waste in the form of used clothes are wasted by Americans alone (Isla, 2013). 

The current state of the second-hand clothing (SHC) industry will be explored followed by the results of focus groups with 

college-age males regarding the views of SHC retailers like Goodwill, Salvation Army, vintage shops/boutiques, and second-

hand clothing retailers such as Buffalo Exchange, in order to make marketing implications and suggestions. Finally, results will 

be discussed along with implications and conclusions. 

2  LITERATURE REVIEW/ SECONDARY DATA 

For the purposes of this paper, secondhand clothing (SHC) is pre-worn clothes and accessories, which includes simple cuts and 

design of clothing for reuse as well as the complex version of secondhand fashion available today. The concept of second-hand 

clothing can be traced back to the beginning of mankind, to mid-1300s Europe, following a deep economic depression in the 

region (Fitzwater, 2005). Secondhand clothing was popular among many Europeans well into the Nineteenth Century, with the 

advent of economic growth following WWII causing a decrease in the number of people purchasing secondhand clothing 

(Hansen, 2005). 

There are three main ways that SHC reaches consumers (Herjanto et al., 2016). These methods include: inherited from deceased 

family members or masters (Lambert, 2004), secondhand clothing handed down within families as gifts or memorabilia, 

(Herjanto et al., 2016), obtained from remade or recycled clothing, or from secondhand retailers (Lemire, 2006). In recent years, 

the number of retailers offering secondhand clothing has increased, with IBISWorld reporting a compounding average annual 

growth rate of 2.4% with revenues reaching upwards of $15 billion for the 65,000 SHC businesses within the U.S. (Encyclopedia 

of American Industries, 2018).  

For the most part, secondhand clothing for purchase is available through thrift stores, vintage stores, flea markets, yard sales, and 

the internet, hence it can be consumed anywhere. With its ability to be consumed anywhere, the SHC purchasing trend is growing 

faster with millennials and Generation Z with those groups adopting SHC at a rate 2.5X that of the general population (thred-UP 

2019). Herjanto et al. (2016), segments SHC research into the categories of SHC consumption and disposal behavior, for both 

retailers and consumers. SHC disposal behavior consists of a person’s motivation for getting rid of SHC as well as their attitudes 

towards SHC in general. SHC Disposal behavior is motivated by personal, situational, and product characteristics (Herjanto et 

al., 2016). 

SHC consumer behavior research discusses the unique and complex nature of the topic due to the added aspect of previous 

ownership (Herjanto et al., 2016).  Some researchers suggest that in order to fully understand a consumer’s consumption behavior, 

they must also understand the consumer’s disposal behaviors (Van Birgelen et al 2009). Consumer disposal behavior with regards 

to SHC consists of 6 different options. Disposal behavior includes: ridding unusable clothes, recycling reasonably good condition 

clothes, donating to a thrift/charity shop, sharing clothes, exchanging clothes, and reselling SHC (Herjanto et al., 2016). 

Researchers have segmented motivations with regard to SHC into three areas: economic, psychological, and situational 

components (Herjanto et al., 2016). According to Blomgren et al. (2014), economic components may play the largest roles, as 

both internal and external economic factors can influence a buyer’s decision-making process. As the SHC is countercyclical, its 

success depends on the health of the national/global economy. For some consumers, buying SHC becomes more attractive and 

likely if the economy is experiencing a downturn. Benson (2007) suggests that household income also factors in as an internal 

economic component to consider. 

Studies have discovered that many consumers buy SHC to reflect their personal values and attitudes, which include: ethical and 

environmental ideology, the uniqueness of the product, an aspect of treasure hunting, and anti-consumption ideals (Cassidy & 

Bennett, 2012). Buyer motivations for buying SHC is still a somewhat untapped area of study (Herjanto et al., 2016). Laitala and 

Klepp (2014), suggest that while economic motivations are considered high for the private resale of SHC, only 11% of people 

studied believe that their SHC purchase had great economic importance. When studying the buying habits of parents with regard 

to SHC, Laitala and Klepp (2014) state that 36% of parents studied believed their SHC purchase had great economic importance 

to them.  

Some researchers believe that SHC purchase motivation can be linked to human relationships, and human’s tendency to 

strengthen those social relationships. Durkheim (1964) argues that a human’s desire for intimacy with others is the key driver in 

human behavior. Using this argument, Laitala and Klepp (2018) believe that SHC use can be tied to happy memories previously 
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associated with a piece of SHC. Several researchers have indicated that consumer behavior with regard to SHC is dependent on 

how consumer’s attitudes affect their decision-making process. 

As most research focuses on female shoppers (e.g. Kim and Seock 2009), very little has been done on male SHC consumer 

behavior.  Male adults are a part of the SHC market, yet little empirical research has been conducted on them. 

When studying the attitudes and motivations of men with regard to SHC, it is important to examine males’ shopping behavior. 

Banyte et al. (2015) says that “one can state that stereotypically male shoppers are described as being of utilitarian shopping 

orientation. The most frequent motivating factor of their shopping behavior is the need to acquire a product.” This would lead 

one to believe that SHC may be seen as an acceptable alternative by many men. Due to the lack of current research on the topic 

of male attitudes towards SHC, however, this utilitarian motivation may not be true for all male shoppers. 

Other researchers suggest that male shopping behavior has changed over the past century in conjunction with an overall change 

in societies views towards sexuality. Firat (1993) found that since consumption is an aspect of identity construction, regardless 

of gender. Otnes and McGrath (2001) note that initial assumptions regarding male shopper behavior may not be as accurate as 

once thought. While many researchers suggest that male and female shopping behaviors are completely polar, Otnes and McGrath 

(2001) note that the differences can be subtler. With regard to SHC, this can help establish the commonalities between male and 

female shoppers. Rather than judging consumers’ purchasing behaviors on strictly their demographic information, Otnes and 

McCarthy (2001) suggest a more holistic approach that also accounts for psychographic attributes. Otnes and McCarthy (2001) 

describe several different types of male shopping segments, with the largest deviating factors in behavior being linked to age and 

marital status. Younger men are more likely to shop impatiently, whereas older or married men may feel a responsibility to the 

recipient. 

3  THE PROPOSED STUDY  

In order to discover the motivations and attitudes of males on purchasing SHC three IRB approved focus groups, lasting roughly 

an hour each, are to be conducted with male students who either have or have not purchased second-hand clothing. The 

participants will be asked about their attitudes, motivations and purchasing behaviors towards SHC. A series of interview 

questions will be used as a framework to spark discussion. Interview questions such as ‘who has influenced their shopping 

behavior?’ and ‘what was the consumer’s first exposure to second hand clothing?’ will be asked in order to identify male impact 

on the SHC industry. This study will also assist the intent of discovering how to improve marketing for the target market of 

males. Studying both younger and older men, will shine a stronger light on the motivations, attitudes and behaviors of the male 

in terms of SHC. This study on the male perception of second-hand clothing will provide information on how studying males 

relates to developing a stronger marketing strategy as well as expand the industry. 

4 FOCUS GROUP RESEARCH FINDINGS 

During the conduction of two focus groups, the participants were asked a series of questions in a casual setting. Questions 

included what they know or what they think of secondhand clothes. Responses included that the first thing thought about include 

thrift stores such as Goodwill and Salvation Army while some stated that they thought about eBay, online reselling, and hand me 

down clothes from family members. Boutique store experience set up by smaller stores was also thought of by the majority. All 

of the participants perceived these smaller stores to sell cool clothes. 

Younger participants saw second hand clothing as a trend while the older participants mostly purchased SHC for one-time-uses 

like working outside doing construction work, gardening or an event where they needed to wear a certain color. When asked if 

their parents purchased or used SHC the answer “yes” was unanimous. Two individuals of Russian origin stated that their 

exposure and memories of SHC were connected to the economic crisis in their country of origin. SHC shop pop ups at that time 

in Russia became very popular. Another individual’s family consisted of 12 children including himself, so for him SHC was 

common for his family as family friends would drop off bags of clothing. In these cases, financial conditions played a large role 

in these individuals’ lives. 

Each male experienced second-hand clothing first hand from their upbringing as their fathers passed down shirts and pants to 

them as they grew older and became a young man. Some participants noted that it started in middle school when older siblings 

or relatives would give them clothes. The clothes they received during childhood were almost indistinguishable from new clothes. 

The receiving of hand me down clothes was seen by some to be a rite of passage; signaling that they have reached a new chapter 

in their life. This characteristic made the males have a positive outlook on SHC. Obtaining these “new” SHC from their fathers 

and other family members aided in the influence, opinion, attitude and behavior of each individual towards SHC as a whole. 

Most participants engage in second hand clothing by directly passing on clothes to other friends or relatives, and some donate to 

big chain SHC retailers such as Goodwill or Salvation Army. For some, they physically travel to the store to dispose of the 
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clothing or use drop-off boxes or visiting trucks. While in the past SHC shopping was used to assist with saving the environment, 

the males in the focus groups did not seem to take environmentalism into account when participating in purchasing or disposing 

SHC. The participants also did not consider the economic impact of their participation in second hand clothing but noted that 

they do feel good donating clothes that could have been thrown out. The participants also stated the condition of the clothes that 

they donate. They refuse to donate clothes that are worn and would only donate clothing that no longer fit them or have no value 

to them anymore. 

Other influences for the participants include their close friends shopping at thrift stores. The participants are amazed of the detail 

of their friend’s clothes, and how a cool outfit can be made from second hand clothes. Focus males have seen and been attracted 

to outfits put together from different pieces of SHC as well as the creation of taking SHC. This creation includes cutting and 

dying of the SHC in order to construct and design a new piece of stylish clothing. The participants also restated that they see 

second hand clothing as a cool trend since it offers access to off brand clothing, clothes that are out of production, and clothes 

that represent a different time or era. 

Instead of the utilitarian shopping orientation approach research found with male shopping, the focus group males tended to 

exhibit opposing tendencies and behaviors. When participants visit a SHC store, they do not have a goal in mind or a “get in and 

get out” mentality. They often just browse the racks and only pick things that they found interesting. The participants all agreed 

that they would not buy any intimate or undergarment second hand. They stated that these items are too personal and that they 

would feel uncomfortable. The focus group research also found that the males agreed that the SHC purchased could look worn, 

but not damaged. When purchasing, the participants expect no critical blemishes, and no irreversible damages. 

In addition to the cleanliness of the piece of clothing, the cleanliness of the actual store played a part in the perception, attitudes, 

motivations and behaviors in each respondent. When asked about the set up and outlay of a retailer and how it affects their 

shopping experience, respondents explained how a clean and organized set up affects their view of the store. Their motivation is 

also affected by the appearance of the retailer as it is a determining factor in whether or not the males wanted to enter and purchase 

clothing from the store. A clean and organized SHC store is critically important to the perspective of males. 

Suggestions and conclusions for marketing and expanding the SHC industry can be drawn. Males studied discussed how the 

wording and term “second-hand clothing” sounds and makes people feel. They suggested that marketers and advertisers should 

use different verbiage in order to make the product sound more appealing and attractive as vintage stores do. In addition, the 

males also agreed that if SHC retailers opened stores that only sold a specific brand name more consumers, specifically males, 

would participate in the purchasing of SHC. By advertising one brand of clothing, the consumer will know prior to stepping into 

the store what type of clothing they will be looking at, which will limit and reduce the time spent searching for certain items. In 

today’s fast-paced world (specifically in the U.S.), many consumers do not have much free time. The time spent searching and 

“treasure hunting” in SHC has also contributed in the lack of male shopping, especially college aged males with all of their 

assignments, projects and exams. 

Another suggestion made by the focus group males includes placing SHC stores near high end brand stores, in this case male 

high-end stores. As a result of giving SHC stores visibility in terms of their location choice, they will be able to attract more 

purchasers. Lastly, in addition to visibility, SHC retailers and marketers must advertise more offline and online. Department 

stores like Forever 21 and H & M advertise on numerous websites, social media, use cookies and have their own applications on 

smartphones. If SHC retailers followed in the same footsteps and became more active online, they would see more profit and 

more males in their stores. Visibility and knowledge about what are in a store prior to stepping foot inside one is extremely 

important. 

5 CONCLUSION 

In order to market to males and positively influence their attitudes, motivations and behaviors towards SHC, marketers must 

produce other words and verbiage for term second hand clothing, reduce the search time of treasure hunting as well as work on 

visibility and knowledge of SHC stores and products. Attracting males can be done by boosting their egos in regard to creating 

an increase in positive attitudes by coining a fancier term for SHC. Creating SHC stores that only sell one specific brand name 

will help reduce the search time for males and as a result will increase their motivation and behavior in purchasing SHC. Lastly, 

in addition to reducing the search time, visibility of the location of the SHC retailer and social media presence will aid in 

increasing the percentage of male consumers. Males are half of the human species and half of the impact of the SHC industry, 

by focusing on them we can increase the number of second-hand clothing participants in purchasing and disposing as well as 

save the environment. 
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ABSTRACT 

The author calculates the percentage change in total expenses per FTE undergraduate from fiscal years 2011 through 2017 for 

several small, tuition-dependent colleges and universities that have either ceased operations or are still functioning. The 

measurement is presented as an indicator of the risk of failure for post-secondary educational institutions of this type. Results are 

rank-ordered to demonstrate which institutions are currently at high risk of failure.  
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1 THE CHANGING HIGHER EDUCATION LANDSCAPE 

U.S. post-secondary education is undergoing a profound transformation that is driven in large part by the 2008 recession and 

changing population demographics. Prior to the collapse of the U.S. housing market in the late 2000s, the costs of college 

attendance were to a significant degree financed through home equity loans (HELOCs). According to data from the U.S. Federal 

Reserve Board, outstanding HELOC balances have fallen by more than forty percent from their peak in April 2009 (Richter 

2019). Amromin, Eberly, and Mondragon (2017, 25) estimated that for every dollar of home equity credit that parents do not 

access, students borrow between 25 and 80 cents, with the strongest effect among households that are liquidity constrained. The 

end result is that the financial burden of paying for college has shifted markedly from parents to students since the 2008 recession. 

 

The resulting increased personal costs of financing a college education have caused students to become more concerned about 

securing employment after graduation. Many now regard post-secondary education as career training, with fields of study not 

perceived as associated with remunerative career paths declining in popularity. According to the American Academy of Arts and 

Sciences (2017), between 2012 and 2015, the number degrees conferred in humanities disciplines dropped sharply between 2012 

and 2015, with decreases in some fields of more than twenty percent. Private, not-for-profit institutions used to award a far higher 

percentage of bachelor’s degrees in the humanities than did public universities, but now the percentages are nearly identical and 

decreasing in parallel. “After 10 consecutive years of declines, the humanities’ share of all new bachelor’s degrees fell below 

12% in 2015 for the first time since a complete accounting of humanities degree completions became possible in 1987” (American 

Academy of Arts and Sciences 2017). Since the total number of bachelor’s degrees awarded in the U.S. increased by only six 

percent during this time period, undergraduates are now majoring in non-humanities fields in far greater numbers than before 

(National Center for Education Statistics 2017). 

 

As the popularity of humanities programs has declined, so has the perceived relevance of humanities-based general education 

requirements. Students increasingly view the courses that fulfill these requirements as interchangeable commodities. As a 

consequence, these courses are taken at community colleges, where tuition is far less than that of four-year institutions—reducing 

the amount of tuition revenue that small, private, not-for-profit institutions can earn from these components of the undergraduate 

curriculum. 

 

Other constraints arise when tuition-driven institutions  rely financially upon undergraduate programs in business and education. 

On average, undergraduates majoring business and education tend to be the least academically prepared and lowest performing 

college students (Steedle and Bradley 2014, 11). Given the association between college preparedness and household 

socioeconomic status, it is likely that on average these students require larger financial aid awards and more academic support 

services than other students. When seeking to meet enrollment targets, small colleges and universities trying to fill seats in 

business or education programs risk recruiting students who contribute less net tuition revenue on a per capita basis than students 

who possess other academic interests.  
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Demographic trends are compounding the 2008 recession’s effects on many small colleges and universities. Populations of first-

time, full-time, traditionally-aged undergraduate students in particular areas of the country, which began falling before 2008, are 

expected to continue to decline for at least another decade. In states such as Maine, New Hampshire, Vermont, Connecticut, 

Pennsylvania, Ohio, Michigan, and California, the number of high school graduates is projected to shrink by five percent or more 

between 2012-13 and 2027-28 (Hussar and Baily 2019, 15). Colleges and universities in these locations must compete against 

other over a dwindling pool of potential students. 

 

2  RISK FACTORS 

These economic and demographic trends have led to a deterioration in the financial condition of many colleges and universities. 

In 2016, the strategic consulting firm Parthenon-EY found that seventy-seven percent of private colleges and universities with 

enrollments of under 1,000 students and eighteen percent with enrollments of 1,000 to 4,999 students exhibited at least three 

quantitative factors that put them at risk of closure. The risk factors included an annual tuition discount rate higher than thirty-

five percent, an endowment covering less than thirty-three percent of expenses, debt payments constituting more than ten percent 

of expenses, and deficit spending (Parthenon-EY 2016, 5). Several small-enrollment institutions that exhibited some of these 

characteristics have in fact closed, such as Atlantic Union College, Marylhurst University, Mount Ida College, Green Mountain 

College, Newbury College, and Southern Vermont College. 

  

Small colleges and universities often display qualitative signs of deterioration in addition to the quantitative indicators listed 

above. For example, they frequently demonstrate an inability to develop academic programs that could provide a competitive 

advantage over their peers. Because of biases toward optimism and inertia, people tend to make the same decisions that they’ve 

made before, but with the expectation of a different outcome. In higher education, these biases take the form of refusing to 

acknowledge sunk costs and relying on traditional revenue streams regardless of market demand. Academic initiatives that could 

strategically position an institution in niche markets are perpetually starved of resources, while open faculty lines in areas of the 

curriculum that attract only a handful of students are always filled. The end result is an undistinctive curriculum that is expensive 

to deliver and perceived by prospective students as having insufficient value-added.  

 

Even when a college or university significantly alters its product line, the economics of the higher education market can render 

those changes irrelevant. Marian Court College, in Swampscott, Massachusetts, added a select number of bachelor’s degrees to 

its traditional menu of associate’s degree programs in 2011. As a commuter college without the overhead costs of residence halls 

and co curricular activities, it was able to price its annual fulltime day student tuition at only $16,500. But four community 

colleges were located within fifteen miles of Marian Court, with instate resident tuition of approximately $6,000 per year. Salem 

State University, less than four miles away, offered a wide range of two- and fouryear degrees, plus dormitories, intercollegiate 

athletics and the other aspects of college that come with an undergraduate enrollment of around 7,500 students. Salem State’s 

tuition was about $10,000 per year. Marian Court College couldn’t compete on price, nothing else distinguished it from its nearby 

competitors, and it closed in 2015. 

 

Dysfunctional external communication practices also contribute to the deterioration of small colleges and universities. Higher 

education institutions build their enrollments with clear, consistent, easily-accessible messages about the returns students can 

expect if they attend. However, colleges often inadequately advertise the accomplishments of recent alumni, the careerapplicable 

experiences of current students, and the ways in which faculty members make these outcomes possible. Frequently website and 

social media content of a struggling college consists of a confusing stream of updates about campus events and vapid prose about 

the curriculum. For example, the academics webpage of Saint Joseph’s College in Rensselaer, Indiana, listed four reasons “why 

our education is different.” Though clearly written, the text just as aptly described dozens, if not hundreds, of other small post-

secondary educational institutions across the country. St. Joseph’s College’s website did not effectively communicate the 

distinctive achievements of its students and alumni. It suspended operations in 2017. 

 

Finally, small, tuition-dependent colleges and universities often employ financial strategies in which illiquid or debt-financed 

assets play a critical role. These institutions usually have tiny endowments and narrow operating margins, but they adopt plans 

whose success depends upon achieving improbable rates of growth. Frequently these plans do nothing but hasten the college’s 

insolvency. For example, Burlington College’s president spearheaded a $10 million debt-financed purchase of lakefront property 

in 2010. Repayment of the debt depended on the college doubling its enrollment within only a few years, which never happened. 

Burlington College closed in 2016. 

 

3  A SIMPLE RISK INDICATOR 

The risk factors described above, while comprehensive, are based on information that is difficult for university faculty and 

prospective students to obtain. An easier to calculate and just as informative predictor of failure for low-enrollment, tuition-

dependent colleges and universities is the percentage change in annual total expenses per full-time equivalent (FTE) 
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undergraduate over a multi-year period. This calculation reveals the deteriorating financial condition of colleges that attempt to 

boost enrollment with larger tuition discounts. It also accounts for temporary improvements in net revenue that arise from 

increased borrowing or the sale of endowment assets. The larger the expansion in expenses per student, the worse the 

institution’s financial condition and the lower the chances of its long-term survival.  

 

Is this measurement the only sign of serious trouble? No, but it serves as convenient heuristic. Enrollment data can be obtained 

from the Integrated Postsecondary Education Data System (IPEDS) maintained by the U.S. Department of Education’s 

National Center for Education Statistics. Not-for-profit colleges and universities report their operational expenses on Line 18 of 

IRS Form 990, which are publicly available from non-profit monitoring organizations like ProPublica and Charity Navigator. 

 

I decided apply this measurement to colleges and universities that have either closed over the last few years, have suffered 

from declining enrollments, or have otherwise been reported to be in financial difficulty. My analysis uses data from fiscal 

years (FY) 2011 through 2017, except where otherwise indicated. Why use this time period? Prior to FY 2011, colleges and 

universities were trying to cope with the immediate effects of the 2008 recession. It seemed fair to give schools seven years to 

recuperate from the point at which the economy had begun to stabilize. Results are listed in Table 1 below. IPEDS did not 

contain enrollment data for Marian Court College, Burlington College, or Atlantic Union College, and therefore they are not 

included. 

 

Table 1. Percentage Change in Expenses Per FTE Undergraduate, FY 2011-2017 

 
 State ∆ % Closed 

Guilford College NC 19  

St. Joseph’s College* IN 21 2017 

Hampshire College MA 26  

Emmanuel College MA 26  

Fisher College MA 26  

Iowa Wesleyan University IA 31  

Fontbonne University MO 37  

Wheelock College MA 37 2018 

Bethune-Cookman University FL 38  

St. Augustine’s University NC 40  

Bennett College NC 41  

Green Mountain College VT 41 2019 

Mount Ida College MA 41 2018 

Viterbo University WI 41  

Marylhurst University OR 46 2018 

Newbury College MA 46 2018 

Southern Vermont College VT 46 2019 

Warren Wilson College NC 54  

College of New Rochelle NY 64 2019 

Concordia College AL 64 2018 

St. Catharine College** KY 67 2016 

College of St. Joseph VT 81 2019 

Wilberforce University OH 154  

  
*FY 2011-16  **FY2010-2015 

 

Given the high frequency of closures among institutions listed above whose expenses per FTE undergraduate increased by 

more than forty percent from FY 2011 to FY 2017, the author predicts that Bennett College, Viterbo University, Warren 

Wilson College, and Wilberforce University will close within the next five years. 
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ABSTRACT 
Historically the lowest point of the coffee industry’s value chain is the producer of the raw material, the coffee farmer. Coffee 

farmers and the cooperatives that represent them, sell their raw material, green coffee, as a commodity. In contrast to the billions 

of dollars generated up the value chain by coffee roasters, wholesalers and retailers, coffee farmers rarely participate in a 

meaningful portion of the revenue stream. Poor economic conditions have created an environment where coffee farmers are 

leaving their farms and, in some cases, leaving their countries. A qualitative data collection approach was utilized: observations, 

interviews, and a review of the Cooperative’s financial documents. This research discusses the vertical integration of a rural 

coffee cooperative’s value chain with the primary objective of moving the farmers away from a commodity driven pricing model 

towards a model that promotes a finish branded product that results in a positive economic impact for the farmers, cooperative, 

and surrounding community.  
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1 INTRODUCTION 

Coffee is a traded commodity with millions of contracts being bought and sold by brokers and speculators each year. As the 

United States continues to be the highest consumers of coffee, ironically, the only area in the U.S. that grows coffee is the large 

island of Hawaii (Coffee Around the World, n.d.).  Moreover, coffee is grown in other areas with less consumption such as South 

America, Central America, East and West Africa, and Asia (Coffee Around the World, n.d.).  Despite these differences in growth 

versus consumption, according the National Coffee Association, in 2015, the industry was estimated to have an economic impact 

of over $225.2 billion dollars in the U.S. alone.  Even with the high economic impact, when examining the value-chain, the 

numbers reveal that profitability does not exist across the value-chain, in fact in some cases, green coffee can sell at .82 per pound 

and be sold at the retail level at $7.50 per pound (Hill, 2014).  In addition, over the past forty years, the pricing of coffee has 

fluctuated sporadically ranging from .50 cents to over $3.00 per pound (See Appendix A).  Comparatively, over the past five 

years, coffee commodity pricing has steadily declined, ranging from a high $2.20 to .92 cents per pound (See Appendix B).  On 

the commodity exchange in September of 2018, the price fluctuated between a low of .97 cents to a high of $1.03. These 

fluctuations in pricing are indicative of how unstable the value of coffee can be over time as well as the uncertainty of future 

income and profitability.   

 

In order to address these disparities in pricing, The University of Bridgeport (UB) is working on an economic development 

project with AsoProLa, a rural coffee cooperative located in Altamira, Costa Rica.  Altamira is part of the district of Biolley, 

which is located in Buenos Aires, the province of Puntarenas, Costa Rica. Almost 50% of this territory is located in the 

International Park La Amistad (PILA). AsoProLa consists of approximately 72 farmers and more than 200 beneficiaries.  

AsoProLa’s farmers primarily produce, process, and commercialize coffee.  In addition, cacao, bananas, and variety of tropical 

fruits are sold as well.    

 

The economic development project objective is to vertically integrate AsoProLa’s coffee value-chain and to deliver a positive 

economic impact, which will improve the quality of life for everyone living in these communities. 

 

Vertical Integration 

Vertical Integration allows for a firm to extend its competitiveness through synergies existing forward or backwards in the value-

chain (Thompson, Gamble, & Strickland, 2006).    Moreover, Vertical Integration is most commonly known as a strategy that is 

used by an organization to gain control over their industry’s value-chain. Michael Porter defines Value Chain as a collection of 
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activities that are performed by a company to create value for its customers (Thompson, Gamble, & Strickland, 2006).  

 In the case of the coffee industry, backward synergies would be comprised of the producers of the raw materials e.g. green coffee 

beans.  Moreover, forward synergies could extend as far as retail operations that sell directly to consumers at optimal prices.  

However, there are pros and cons to vertical integration and each initiative should consider them in order to make a viable 

business decision.   

 

Pros and Cons.  A major pro to consider with vertical integration is ability of the company to control the quality of the product 

being produced (Thompson, Gamble, & Strickland, 2006).  Moreover, instead of a company being dependent on an external 

supplier, by integrating vertically the company is more likely to be able to provide competitive pricing to their suppliers along 

with the ability to maintain a high-level of quality control on its raw materials.   Conversely, a con to consider would be the 

capital requirements needed in order to vertically integrate either forward or backward.  However, if done correctly, these 

additional costs can be easily offset through an increase in profitability along the entire value-chain (Thompson, Gamble, & 

Strickland, 2006).  Furthermore, there is evidence that states that vertical integration can lower prices for the consumer if 

implemented properly (Gil, 2015).  Lastly, vertical integration can also be used in order to distribute an increase in margins across 

the value chain e.g. an increase in profitability can exist to the producer (coffee farmers) with minimal impact to the forward 

value integration members (Bradley & Botchway, 2018).   

 

UB Project, Funding, Impact 

UB is located in Bridgeport, Connecticut and offers undergraduate and graduate degree programs. UB’s mission “promotes 

academic excellence, personal responsibility and commitment to service. Distinctive curricula in an international, culturally 

diverse supportive learning environment prepares graduates for life and leadership in an increasingly interconnected world.” 

Students from UB’s Ernest C. Trefz School of Business worked on an economic development project with AsoProLa, a rural 

coffee cooperative located in Altamira, Costa Rica. The School of Business prides itself on being, “where theory and practice 

come together for student success”. Experiential and project-based learning is a critical part of the overall educational process in 

the School of Business.  

 

Project. UB Students oversaw every aspect of the AsoProLa project e.g. students wrote the initial INDER grant application, 

business and marketing plans, social media strategy (Web page, Facebook, LinkedIn, Twitter and Instagram), set-up and training 

of the e-commerce infrastructure, developed the fund-raising strategy, and purchased the necessary equipment and supplies 

needed in order to begin the project. The primary goals of the project were as follows; 

• Create jobs within the community.  

• Make the cooperative operationally self-sufficient.  

• Shift the cooperative from selling a commodity to a branded product.  

• Increase each farmer’s per pound earnings and profitability. 

• Deliver a positive economic impact to all stakeholders in the community. 

       

The cooperative is selling green coffee as a commodity, therefore their margins are significantly smaller in comparison to others 

forward in the value-chain.  The objective (which has been partially met) was to sell roasted/packaged branded coffee in order 

to increase revenues and profits; thus, create jobs. In late fall of 2018, AsoProLa sold their first major roasted, packaged, and 

branded order of 159 twelve-ounce bags to a resort hotel in Costa Rica that services tourists.  Each twelve-ounce bag sold for 

$9.00 or the equivalent of $12.00 per pound.  

 

Funding. There were two primary sources of funding for the project; a Rotary International grant and a GoFundMe campaign. 

With the aforementioned funding sources, students purchased a BENDIG 5kilo coffee roaster ($10,814.90), BUNN G3 coffee 

grinder ($1073.50), heat sealer ($475), and computer equipment (approx. $3500).  Total capital expenditures totaled $15,863.40.  

This total does not include access to the internet which is currently pending.     

       

Impact. The project objective vertically integrates AsoProLa’s coffee value-chain and delivers a positive economic impact. This 

allows AsoProLa to eliminate its reliance on fluctuating commodity markets and strained production networks. Hence, it creates 

jobs, develops peripheral industries, and provides increased revenue to the state and farmers, as well as promotes overall 

economic growth.  Furthermore, this improves the quality of life for everyone living in the communities as evidenced by previous 

research related to coffee production and poverty in Uganda (Mbowa, Odokonyero, Muhumuza, & Munyambonera, 2017).  This 

study showed a direct correlation between increasing the production and profitability of coffee by local farmers to a decrease in 

the level of poverty in the immediate area.    

 

Timeline and Milestones.  In a relatively short period of time, UB in its collaboration with AsoProLa, progressed from analysis 

to actual orders within twenty-one months (see Table 1).  Students worked hand-in-hand within the community to perform 

interviews, obtain grants, obtain funding, order supplies, train, and obtain orders successfully.                                                                                                                                                                                                                      
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  Table 1. AsoProLa Project Timeline and Milestones 

 

 
 

Revenue, Profit, and Cost Margins.  AsoProLa initially recognized smaller revenues and profit margins when selling a raw 

material (green coffee) versus a finished product (packaged coffee).  Moreover, revenues to the farmers increased 175% (from 

.91 cents to $2.50 per pound).   Initially, farmers were given an advance of .47 cents per pound for each pound of green coffee 

beans provided to the cooperative.  Upon sale of the bags, the cooperative would remit an additional .44 cents per pound to the 

farmer as final payment.  In comparison, in selling a finished good of packaged coffee was advanced a payment of .50 cents per 

pound.  The cooperative subsequently would remit a payment of $2.00 per pound upon final sale of the product.  From a revenue 

perspective, the coffee farmers are in a more viable situation in comparison to their former agreement.  Their revenues have 

increased significantly as long as there continues to be a demand for their product.    

 

When analyzing profits, there were difficulties in determining accurate cost estimations as they pertained to the harvesting and 

preparation of coffee.  Students from UB interviewed farmers and were able to obtain some information related to cost of goods 

sold (COGS).  The average farmer provides 45 fanegas to the co-op.  One fanega is equivalent to 46 kilograms.  Therefore, each 

farmer is earning $1.13 per kilogram or $51.98 per fanega.   

  

In order to determine contribution margin, variable cost of goods needs to be derived by estimating direct materials, direct labor, 

and variable overhead.  In determining income and margins, the variable costing method was utilized (See Table 2).  This 

methodology is less stringent than other income methods and is not governed by generally accepted accounting principles 

(GAAP).  Interviews with farmers determined that direct materials were $1.24 per fanega.  Direct labor was estimated at $12.53 

per fanega.  Lastly, variable overhead was estimated at $1.88 per fanega.  This variable cost is related to the fluctuation in water 

usage during the harvesting season.  Based on the aforementioned information, with selling 45 fanegas per season, farmers are 

generating $2,339.00 of top-line revenue.  Direct materials are $55.88, direct labor is estimated at $536.74, and variable overhead 

was determined to be $84.56.  Variable cost of goods sold was calculated as $704.18 or 30% of total revenues.  Contribution 

margin was determined to be $1,634.92 or 70% of revenues.     

  

By selling a finished good, coffee farmers are recognizing a significant increase in revenues and a positive return after covering 

their variable costs.   

 

 

Date Milestones 

March 2017 Analysis of cooperative leadership and community interviews and 

program identified. 

July 2017 Review grant options, cooperative leadership. 

October 2017 Develop project scope, cooperative leadership, and community 

interviews. 

December 2017 Rotary funding approved. 

January 2018 Travel and prep site, cooperative leadership and community interviews. 

March 2018 Housatonic Community College and UB travel together, cooperative 

leadership and community interviews. 

May 2018 Roaster, grinder, and heat sealer installed. 

June 2018 Dedication ceremony, finalize eCommerce strategy, nursing and dental 

hygiene research project, cooperative leadership and community 

interviews. 

October 2018 Business students’ work on project, Rotary International in attendance, 

dental hygiene students provide education, nursing student’s research. 

Cooperative leadership and community interviews. 

November 2018 First large order; 159 bags of roasted, packaged and branded coffee to a 

Costa Rican hotel that services tourists at $9.00 per twelve-ounce bag. 
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Table 2. AsoProLa Profit Anaysis 

 
2 CONCLUSION 

Traditional value-chains that historically have benefited upstream participants are being changed.  Disruptions in technology and 

freight as well as shifting consumer purchase patterns are radically transforming markets and helping producers deal directly 

with end-users. The project to vertically integrate AsoProLa’s value-chain and deal directly with the end-users was successful in 

beginning the process to completely move them away from a commodity driven model towards a model that promotes a roasted, 

packaged and branded product. They have seen success (on a small scale) of selling branded coffee at $9.00 per twelve-ounce 

bag. Workers have been hired, farmers have been paid, and members of the cooperative have made more money. The project has 

had a positive economic impact to the farmers, cooperative and surrounding community.  

 

3 APPENDIX A 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Macrotrends Coffee Prices - 45 Year Historical Chart 

 
    

     

Income Statement 
    

  
Per Co-op Per Fanega Per Farmer 

Revenues ($51.98/fanega or bag) 
 

 $   23,650.90   $       51.98   $ 2,339.10  

Direct Material 
 

           565.00              1.24            55.88  

Direct Labor 
 

        5,700.00            12.53          563.74  

Variable Overhead 
 

           855.00              1.88            84.56  

Variable COGS 
 

 $     7,120.00   $       15.65   $     704.18  

Contribution Margin 
 

 $   16,530.90   $       36.33   $   1,634.92  
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4 APPENDIX B 

 

Macrotrends Coffee Prices - 5 Year Historical Chart 
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ABSTRACT 

This paper examines many of the effects – which can be both positive and negative – of the process whereby faculty members 

transition to administrative positions. It is important for these individuals to have a strong awareness of what lies ahead for them, 

as effectively navigating the transition can be the difference between success and failure. The paper provides tips for faculty who 

undergo this process. 

 

Keywords 
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1 INTRODUCTION 

During the course of their career, a faculty member might be presented with an opportunity to become an administrator. Typically, 

the position that they will move into is department chair. Subsequently, a department chair might have the opportunity to continue 

on the path of an administrator and become an Associate Dean or a Dean. 

 

This paper focuses on the journey that I have taken in becoming a department chair. The paper addresses the responsibilities that 

a department chair must take on, including: hiring faculty; setting up teaching schedules; dealing with students (e.g., advisement, 

complaints); dealing with faculty (e.g., conflict resolution); running department meetings; conducting faculty evaluations; 

contributing to assessment of learning; and curriculum review.  

 

2 ISSUES 

The objective of the paper is to address the various risks as well as the various rewards that come with moving from faculty to 

administration. Based on my observations in making this transition, the following issues are likely to surface for faculty who 

might consider at some point becoming an administrator: 

 

• Preparation Needed for Making the Transition 

• Establishing Reasonable Expectations  

• Change in Time Commitment 

• Change in Workload 

• Changing Relationships with Faculty Colleagues 

• Attitude Adjustment 

• Working Smart 

• Importance of Intrinsic Rewards 

• Academic Leadership 

• Consensus Building 

• Exercising Judgment 

• Ongoing Scholarship  

• Transitioning Back to Faculty from Administration 

 

file:///C:/Users/srosenbe/Downloads/srosenbe@monmouth.edu
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3 TIPS FOR SUCCESS 

There are quite a few things that individuals making the transition to administration can keep in mind in order to increase their 

chances to succeed. These include, but are not limited to, the following:  

 

(a)  Understand the new role and why you want it (Preparation Needed for the Transition; Establishing Reasonable 

Expectations). 

(b)  Keep in mind what the implications are that follow from your new status (Change in Time Commitment; Change in 

Workload; Changing Relationships with Faculty Colleagues) 

(c)   Strike a balance between “making a difference” and trying to do too much (Attitude Adjustment; Working Smart) 

(d)  “Check” your attitude (Changing relationships with faculty colleagues; Attitude Adjustment; Importance of Intrinsic 

Rewards); 

(e)   Utilize all the tools you’ve acquired as an educator and continue to acquire new ones (Academic    Leadership; 

Consensus Building) 

(f)   Balance strategic thinking with pragmatic thinking (Exercising Judgment) 

(g)  Balance micromanaging with laissez faire (Exercise Judgement) 

(h)  Find time to continue your research (Ongoing Scholarship) 

(i)   Monitor and make changes to your career path as needed (Transitioning Back to Faculty from Administration) 
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Digitalizing Art: 

Transforming Marketing Efforts 
 

 

 

 

 

 

 

 
ABSTRACT 

This research is part of a semester-long project where the undergraduate Business students from Molloy College pitch their 

business and marketing recommendations to a local non-profit. The theme emerges from a pedagogical philosophy that it is 

essential to learn the significance that business has upon society while working with a neighborhood non-profit. For example, 

having students enter into the business world where profit is a healthy by-product and is not the main focus toward today’s career 

development is critical in developing tomorrow’s ethical and social leaders. The learning activity leading to this learning outcome 

requires the undergraduate business students to experience this type of real-world project.  The students are presented with an 

opportunity to study the most prevalent issues their assigned non-profit is facing and they are to collectively make a set of 

solution-driven recommendations that will ultimately lead to social good. 

 

Keywords 

Digital media, twenty-first century marketing, social responsibility, art and museums, non-profits.  

 

The Fall semester 2018 Undergraduate Capstone Class was divided into three consulting teams.  These teams represent creative 

consulting firms that partnered with a local non-profit faced with real-world problems. This paper is a depiction of the work 

produced by the students under the consulting firm named “South Shore Consulting.” The team used the Bloomberg 

Philanthropies, “Mayor’s Challenge” application to guide the consulting experience through the following four stages: 1) 

establishing a solution-driven vision, 2) developing a turnkey implementation plan, 3) determining the impact of the plan, and 4) 

determining if the solution can be replicated. 

 

1 THE CONSULTING PROBLEM 

The client is the Nassau County Museum of Art. This organization is prominent on Long Island and is located in Roslyn, N.Y. It 

is looking to expand its foot traffic and significantly grow its donor base over the next several years. This non-profit’s mission is 

to provide a deeper understanding of art and culture through their exhibitions and educational programs.  

 

In summary, the Nassau County Museum of Art is looking to build its brand through twenty-first century marketing efforts. The 

organization is trying to cultivate local family, friends, artistic/business professionals and their networks to create long lasting 

relationships to increase brand awareness and the benefits of art expansion. The organization is experiencing steady growth, 

however, its expenses are equally growing and it has limited resources to maintain sustainable growth. The consulting problem 

is the need to optimize resources while continuing to expand the efforts of the Nassau County Museum of Art. 

 

2 THE VISION 

The vision for South Shore Consulting’s recommendation is to increase foot traffic exponentially to the Museum while 

integrating twenty-first century marketing efforts to better appreciate art and culture on Long Island. 

 

In order for the Client to sustain its efforts, South Shore Consulting feels that it would take 6 – 12 months to implement their 

recommendations. Being that the Nassau County Museum of Art’s budget is limited, and with their receiving government funding 

that is restricted toward varying initiatives, there is a need to pursue other creative marketing alternatives to better utilize the 
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grounds of the Museum and maximize profits that could be reinvested toward new educational programs as well as other events 

(e.g. wedding photo shoots) on premise. 

 

A breakdown of the costs vs. revenues will be demonstrated in the actual presentation. However, the overall objective of South 

Shore Consulting’s efforts is to achieve sustainable growth for this reputable organization. 

 

3 THE RECOMMENDATIONS 

 

• Social Media Capitalization of Location Space. 

Market the many acres/landscape of this iconic Mansion in order to promote innovative and alternative museum 

programming, 

 

• Digitalization of Art Education. 

Sharing art and culture via social media outlets and promotion of twenty-first century marketing tools to digitally share 

art experiences among museum members, 

 

• Digital Enhancement of Visitor Experience. 

 Using virtual reality headset integration and Smartphone capabilities (e.g. Snapchat filters). 

. 

4 FACTORS THAT COULD DERAIL THE PLAN 

There are a number of factors that could derail the team’s recommendations: 

 

Capital investments are critical to the Museum due to current budget constraints. In order to obtain exposure, the team believes 

that funding needs to be shifted toward creative social media and other online advertisements.  This will also form a larger 

presence virtually. The Museum also needs to invest in its own property so that it can be used for varying events. Limited funding 

toward these types of investments can derail efforts. 

 

Hiring employees to manage the social media accounts is a necessity and finding qualified candidates will be challenging.  

 

Incentivizing different areas of the Museum to assist with compartmentalizing the Museum to focus on different revenue streams.  

This can be complex within non-profits. 

 

5 SUMMARY OF DESIRED OUTCOMES 

The primary objective for the Nassau County Museum of Art is to promote art and culture within its local community in new and 

exciting ways.  Having a better appreciation of the arts in today’s society can be a challenge due to changing demographics. 

 

The ideal outcomes would be to create new industry partnerships to promote sustainable growth while integrating today’s 

technology to maximize these relationships over time.  The Museum can do this by: 

 

• Partnering with the Long Island Aquarium to learn about its organizational goals as it compartmentalizes its offerings 

within its local community (e.g. aquarium, weddings, snorkeling and shark experiences), 

 

• Enhancing nostalgia by partnering with the Henry Frick House in NYC. This organization has already capitalized on its 

digital media marketing efforts and expansion to the Nassau County Museum of Art on Long Island would be 

complementary to both organizations, 

 

• Expanding partnerships with local event planners and/or facility rental directors would maximize compartmentalization 

efforts, 

 

• Google Arts & Culture provides an online platform that is public which enables users to virtually tour partner museums’ 

galleries, explore physical and contextual information about artworks, and compile their own virtual collection. This 

partnership would enable the Museum to maximize the art experience for those that are local as well as those that are 

global,  

 

• Partnering with Samsung to acquire grants and/or sponsorship opportunities via virtual reality headsets to promote 

interactive educational exhibits or camera phones to promote phone photography classes would help the organizational 

marketing efforts to evolve. 
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6 IMPACT ON SOCIETY 

There is a need for art and culture to continually evolve. The Nassau County Museum of Art is looking for innovative ways to 

transform consumer experiences.  

 

South Shore Consulting wishes to positively impact the world through their socially responsible efforts and to renew the 

appreciation of the arts, while creating sustainable partnerships to increase traffic to this Long Island landmark. 

 

The team’s efforts are creative, yet cost effective.  They feel this project was rewarding toward obtaining their undergraduate 

degrees at Molloy, but also rewarding for patrons of the Museum to reacquaint themselves with art and culture through new and 

exciting exhibitions or educational programs. 
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ABSTRACT 

The Mission of Molloy College drives its curriculum content, delivery methods, hiring decisions, and student learning outcomes.  

In alignment with the College’s mission, each student graduating from the Business School must be able to demonstrate all that 

the student has learned throughout his or her journey.  The ultimate evidence of learning is in ‘the doing.’ Over the past few 

years, the annual meeting of the Northeast Business & Economics Association has become a forum to share and discuss the 

pedagogical philosophy of the Molloy College Graduate Program. A series of publications has documented the evidence of 

learning at both the course and program level.  Every MBA graduate must demonstrate that he or she can draw from the 

knowledge, skills, and disposition developed within the graduate program and be able to publicly demonstrate that the learning 

can be applied in the real-world.  The mission of the institution establishes the founding belief in social responsibility, service, 

community, and study. The college’s commitment to student learning and academic excellence is demonstrated by the 

transformative education experienced by the students.  The students’ evidence of learning must not only solve a real-world 

business problem, but must also lead to social good.   

 

This proceedings paper reports on the consulting work performed for the not-for-profit organization, Composite Prototyping 

Center.  The student consultants, referred to as JHL Consulting, were faced with a significant problem to solve.  The story of 

Composite Prototyping (CPC), and its journey with its Molloy student consultants, is a great story to tell. 

 

Keywords 

Composite manufacturing, not-for-profit, social entrepreneurship 

 

I  INTRODUCTION 

The student-consultants, using the Bloomberg Philanthropies “Mayor’s Challenge” business model, developed a three-pronged 

approach to solve its client’s problem: (1) identified a grant for which Composite Prototyping (CPC) meets eligibility 

requirements. JHL Consulting developed a grant writing guide and sample proposal, including all of the required forms to initiate 

the grant application process; (2) developed fundraising opportunities that are achievable and will help spread awareness about 

CPC and its mission, and (3) creation of a “for-profit” subsidiary, which will enable CPC to use its facility for profitable 

enterprises, that would ultimately fund CPC’s mission. This three-prong approach will move CPC into a new phase of success 

and growth. 

 

2  PEDAGOGICAL PHILOSOPHY 

Undergraduate education provides a breadth of knowledge, but graduate education offers depth into the student’s chosen 

profession.  The capstone experience is for MBA students who have completed their coursework and are ready to demonstrate 

to the Molloy College Community – evidence of learning. This evidence extends beyond business knowledge and skills, to the 

students’ disposition toward social responsibility, community, service, and the role that business plays in our society.   

 

The Molloy Business faculty are committed to, and actively involved in, influencing the development of ethical and socially 

responsible leaders who focus on meaningful management practices, sustainable economic growth, and job-creation.   Therefore, 

the design of the Molloy College graduate program intends to develop future leaders.  The leadership focus is not only for the 

student’s chosen profession, but also to fill the dearth of leadership in our country, and in our world.  It is our mission to prepare 

the student to become a participating member of society and a socially responsibility citizen.  We hope that the Molloy student 

recognizes that the collective must serves the needs of the larger society. We believe that this can be accomplished within a 

capitalistic economy where innovation and hard work is rewarded, but the social focus is a priority.   
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Civic Engagement was the Molloy College annual theme for the 2012-2013 academic year.  This focus inspired the complete 

overhaul of the business program outcomes for graduate education. The faculty recognized that student learning could be 

explicitly coupled with social responsibility.  This influenced the faculty’s effort toward revised student learning objectives. The 

Consulting Capstone experience provided the opportunity to measure the learning for the business program.  By definition, a 

capstone is that last stone put in place to show the community that the structure is complete and has structural integrity. Simply 

stated, the consulting capstone course intends to provide the students with the opportunity to demonstrate all that has been learned 

by working with a business client that serves society.    
 

The 2018 Fall MBA Capstone Classes was divided into four consulting teams under two professors, serving three clients.  This 

paper reports on the work product created by the students under the consulting team name of, “JHL Consulting.” Each team used 

the Bloomberg Philanthropies, “Mayor’s Challenge” application to guide the consulting process. This process takes the students 

through four stages:  (1) establishing a solution-driven vision, (2) developing a turnkey implementation plan, (3) determining the 

impact of the plan, and (4) determining if the solution can be replicated. 
 

3  THE CLIENT AND ITS INDUSTRY 

The Dean of the School of Business hand selects most of the Capstone clients for the graduate program.  To be considered as a 

client, the organization must have a meaningful social mission and be either a not-for-profit or be a governmental agency.  Simply, 

the client’s work must serve the greater good.   
 

Composite Prototyping Center is an advanced materials and manufacturing technology innovation center. The company is a 

nonprofit with 501(c)3 status, with a mission to “enable all organizations to meet the needs of advanced composite manufacturing 

by providing access to essential training, workforce development, process technologies, prototype manufacturing and testing 

capabilities.” The organization offers high school introductory-level training courses, in partnership with a local college, with 

graduates gaining one college credit.  CPC also offers a more advanced course for skilled engineering professionals who are 

continuing their education.   
 

The composite industry in the U.S is relatively anchored. Many firms take the initiative to outsource the production activities 

abroad in order to realize cost efficiencies. Furthermore, in the last few years, the industry has experienced some disruption due 

to the lack of raw material supplies and supply chain issues.  Nonetheless, experts predicts a bright future for composites 

manufacturing. In fact, composite production plays a vital role in many industries, including aerospace, construction and military 

design.  
 

4  THE CONSULTING PROBLEM 

The client collaborates with the professor to identify a real-world business problem that its leadership is currently facing.  The 

client understands that the students are ‘consultants’ and are not interns.   The client must also agree to provide institutional 

knowledge and direction, but then the client steps back to let the ‘student-consultants’ use their skills and knowledge to study the 

industry, consider similar industries, and to develop a turn-key plan that will support the client in solving the problem. The 

leaders and select board members of Composite Prototyping Centre (CPC) identified the following business problem:  

 

CPC is great at the science and the technology.  The problem is that the leaders are visionaries, but may not necessarily 

be business people.  The organization’s goal to educate Long Island students, veterans, and metalworkers, links directly 

to CPC’s mission and its commitment to Long Island.  To live its mission, Composite Prototyping Center (CPC) must 

be financially stable. The problem is that CPC has not sufficiently developed the needed activities related to both 

FUNDRAISING and GRANT WRITING. 
  
The student-consultants met with the client’s leaders and quickly realized the tremendous value that this organization can bring 

to Long Island.  The consultants, calling themselves JHL Consulting set out to build its vision, which would begin the process 

toward solving the client’s problem 
 

5  ESTABLISHING A SOLUTION-DRIVEN VISION 

The student-consultants’ main focus was to help Composite Prototyping Center become financially sustainable, which would 

allow the organization to fulfill its mission.  JHL Consultants’ vision was to seek a grant related to STEM job creation on Long 

Island. The team identified a government grant from the National Science Foundation. CPC’s facility was operating a three 

month-long, once-a-week course for high school students in a partnership with a local college. The course cost $500 per student, 

with a max capacity of 18 students. CPC was able to break even at nine students. Students from less affluent neighborhoods are 

often unable to afford the tuition to attend this course, and this is problematic as these are the very students that the organization 

is seeking to drive economic development on Long Island. With the additional funding from this grant, the students envisioned 

CPC’s growth in its training programs, as well as an increased ability to offer scholarships to underrepresented students interested 

in STEM education and careers.  
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The student-consultants’ vision related to fundraising, also included the creation of a for-profit subsidiary.  The students 

established a detailed plan for CPC to create a for-profit subsidiary, which would be owned by CPC.  The facility has a large 

amount of under-utilized space and equipment, therefore a for-profit entity would take advantage of this space to create revenue 

that will fund the nonprofit operations that are currently struggling financially.   

 

The students were also creative by starting the process to register CPC as a beneficiary for the 2019 marathon. The students also 

designed a 5k race for CPC, which will not only raise awareness about CPC and the organization’s noble mission to develop and 

improve the workforce and the economy of Long Island, but create a revenue stream.   

 

6  MAKING THE VISION A REALITY – A TURNKEY IMPLEMTATION PLAN 
 

Phase One – Grant Application  

Titled “Inclusion across the Nation of Communities of Learners of Underrepresented Discovers in Engineering and Science 
 

JHL Consulting identified a grant opportunity that aligned with STEM workforce development and diversity inclusion.  The team 

prepared a preliminary cover letter and grant proposal.  In order to be considered for this funding from the National Science 

Foundation, JHL Consulting demonstrated how Composite Prototyping Center will use funding to offer training opportunities 

and workforce development for diverse underrepresented individuals. Scholarships for the inclusion of underrepresented learners 

was a critical aspect of this proposal, as this specific federal grant is aimed toward broadening participation and diversity in 

STEM workforce and education. The proposal included hiring one full-time individual to implement and create new 

programming, and to fill the need for ongoing grant seeking and writing for the organization.   

Step-by-step plan was provided to the client:  

a) Submit all required forms: SF-424 Application for Federal Assistance, Research & Related Personal Data Forms (2), 

Budget Information Form, and the Project Site Location Form. 

b) The remaining process required submission of the grant cover letter, project proposal cover page, proposal abstract, 

statement of need, project description, and finally the goals and objectives of the project. All documents were provided.  

c) JHL Consulting created a username and password for CPC to login to grants.gov. The final steps were identified, such 

as acquiring a DUNS number and to register with SAM.gov. There was no cost; a step-by-step guide as well as additional 

resources, was provided to the client.  

 

Phase Two – Fundraising  

Designing a 5k Charity Run Race 

A detailed timeline and action plan was provided to the client that included:  

a) Date, location, and time  

b) Costs and number of participants 

c) Gifts included a designed CPC printed shirts as part of brand awareness effort 

d) Permission and legal compliance  

○ http://oysterbaytown.com/applications-permits-licenses-forms/  

○ Special event application  

e) Building a budget  

f) Sponsorship plans 

g) Event Promotion through social media (Twitter, Instagram, Facebook, active.com 

h) Recruitment of Volunteers Through Social Media  

  

Establishing CPC as Marathon Beneficiary 

NYRR partners with qualified nonprofit organizations to offer entry for runners to the New York City Marathon. Charity Runners 

raise money for their cause and are thereby given a guaranteed entry into the NYRR events throughout the year to meet their 

fundraising goals The NYRR requires runners to raise a minimum of $2500.   

 

Phase Three – Establishment of a For-Profit Subsidiary  

Sometimes it is necessary for a nonprofit to set up a for-profit subsidiary. JHL Consulting recommended this approach to ensure 

that CPC generates revenues that can feed directly into the nonprofit operations. The main steps were provided:    

a) Board Approval - ‘Resolution’ to own a for-profit. Resolution templates were provided to the client. 

b) Administration - To minimize taxes, nonprofits set up the subsidiary as a C-Corp, in which the nonprofit owns some 

or all of the stock.  A nonprofit can also enter a partnership or become an owner of a limited liability company (LLC). 

The subsidiary pays taxes like any other for-profit, but the parent nonprofit's dividends are tax-free. Using any of these 

approaches ensures that revenues can feed directly into the nonprofit. Another option is to set up a B-Corp to ensure 

that the revenues are used to fulfill the company’s mission, while also maintaining a for-profit status.  
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c) Set Up the Entity 

• File "Articles of Organization" or "Articles of Incorporation" with NY State Department of State  

• Secure EIN online from the IRS - https://sa.www4.irs.gov/modiein/individual/index.jsp  

 

7  DETERMINING THE IMPACT OF THE PLAN 

If our proposed measures are successful in creating financial sustainability for Composite Prototyping Center, the organization 

will be able to expand its outreach to challenging communities on Long Island. With additional funding, CPC can make a 

significant difference in these communities by providing valuable training to young students. To encourage interest, diversity, 

and inclusiveness in Science, Technology, Engineering, and Mathematics careers and education is of the utmost importance for 

the United States, at large. Significantly, our proposal aims to help CPC succeed in its core mission: create high-paying jobs to 

help end the “brain drain,” or mass exit of educated youth from Long Island.   

 

8  DETERMINING IF SOLUTIONS CAN BE REPLICATED 

In order to offer credible and sustainable financial solutions for a nonprofit organization, such as Composite Prototype Center, it 

is vital to highlight organizational successes and lessons from other nonprofit organizations that relied on similar strategies. 

Federal grants are a huge source of funding for a large variety of nonprofit organizations, including companies, schools and 

universities, charitable organizations, public housing facilities, research laboratories, and more. Additionally, charitable 

fundraising running events such as 5k races and marathons present a unique and proven way to raise money and awareness for 

causes, ranging from chronic diseases to community development. Finally, there are many examples of companies that have 

successfully set up “for-profit” subsidiaries as a way to help fund operations, linked to the original nonprofit.  
   
The National Science Foundation’s Division of Human Resource Development (HRD) has provided millions of dollars in federal 

funding to a variety of organizations. These organizations must prove a commitment to enhancing the quality and excellence of 

STEM education and research, particularly by focusing on diversity and inclusion in STEM participation. Here are just a few 

examples of organizations that have received HRD funding: American Institutes for Research and Behavioral Sciences, the 

University Corporation for Atmospheric Research, SRI International, Georgia Tech Applied Research Corporation, and many 

more.  
   
The Epilepsy Foundation, Cancer research Institute and Susan G Komen For the Cure are all part of the most reputable nonprofit 

organizations across the United States, which successfully used this fundraising medium to its full potential. In fact, according 

to MarketWatch, an average single charity running event raises over $50 thousand from sponsors and registration costs. While, 

in some cases, the American Cancer Society's Relay for Life raised more than $400 million last year by focusing on this strategy 

as its primary source of funding.  
 

There are also many examples of for-profit subsidiaries that have been set up by nonprofit organizations as a way to create 

additional revenues. LesRaine, LLC, a for-profit transportation company, was set up by the nonprofit organization, Our Kids 

Place. Other organizations have also been successful with this approach. One well-known example is Goodwill Industries 

International, which provides employment services, job training, and community development, and also operates a chain of 

profitable second-hand retail stores.  

 

9 CONCLUSION and DISCUSSION 

If JHL Consultants’ proposed measures are successful in creating financial sustainability for the Composite Prototyping Center, 

the organization will be able to expand its outreach to challenging communities on Long Island. With additional funding, CPC 

can make a significant difference in these communities by providing valuable training to young students. To encourage interest, 

diversity, and inclusiveness in Science, Technology, Engineering, and Mathematics careers, is of the utmost importance for the 

United States, at large. JHL Consultant’s proposal focused on helping CPC succeed in its core mission: creating high-paying jobs 

to help end the “brain drain,” or mass exit of educated youth from Long Island.  JHL Consulting was honored to be able to 

provide its services to this organization. The students are confident that if CPC follows this plan, the proposed measures will 

ensure that CPC’s mission for workforce development will become a reality. 
 

The most important outcome of the Capstone Consulting Experience is the development of future leaders who are able to draw 

upon business skills and knowledge, coupled with a disposition toward Social Responsibility.  This is the goal of Molloy 

College’s Graduate Capstone experience.  This proceeding’s paper provides the evidence of learning for these graduate students. 
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ABSTRACT 
The theme of this research emerges from a pedagogical philosophy that it is essential to learn the significance that business has 

upon society while working with a neighborhood non-profit. Undergraduate Business students from Molloy College pitch their 

business and marketing recommendations to a local non-profit supporting the mission of the College through transformative 

learning. Having students enter into the business world where profit is a healthy by-product, but acquiring the proper disposition 

in the process is critical toward today’s career development. The Capstone project helps develop tomorrow’s sought out ethical 

and social leaders. The learning activity leading to this learning outcome requires the undergraduate business students to 

experience this type of real-world project. The students are presented with an opportunity to study the most prevalent issues their 

assigned non-profit is facing and they are to collectively make a set of turnkey recommendations that will ultimately lead to 

social good. 
 

Keywords 

Educational programs, developmental disabilities, marketing, social responsibility, non-profits  
 

The Spring semester 2019 Undergraduate Capstone Class was divided into three consulting teams. These teams represent creative 

consulting firms that partnered with a local non-profit faced with real-world problems. This paper harnesses the work produced 

by the students under the consulting firm named “Caalm Consulting.” The team used the Bloomberg Philanthropies, “Mayor’s 

Challenge” application to guide the consulting experience through the following four stages: 1) establishing a solution-driven 

vision, 2) developing a turnkey implementation plan, 3) determining the impact of the plan, and 4) determining if the solution 

can be replicated. 

 

1 THE CONSULTING PROBLEM 

The client is the Mary Quinn’s Mark Foundation. This organization is experiencing exponential growth on Long due to its roots 

in Floral Park, NY. It is looking to expand its mission of inclusion and significantly grow its donor base over the next several 

years. The way it intends to do this is to grow its educational programs for individuals with developmental disabilities and 

incorporating the spirit of inclusion in all of its efforts. 
 

In summary, Mary Quinn’s Mark is looking to build its brand through inclusive marketing efforts. The organization is trying to 

cultivate local family, friends, businesses, and donors to create sustainable relationships to increase brand awareness and the 

benefits of inclusion. The organization is experiencing steady growth, however, its expenses are equally growing and it has 

limited resources to maintain sustainable growth. The consulting problem is the need to optimize resources while continuing to 

expand the efforts of the Mary Quinn’s Mark Foundation. 
 

2 THE VISION 

The vision for Caalm Consulting’s recommendation is to have the non-profit increase brand awareness by expanding its 

partnerships across Long Island by providing new and inclusive classes/activities (e.g. culinary classes, yoga classes, and music 

therapy classes) to better the lives of those it serves.  
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In order for the Client to sustain its overarching goals, Caalm Consulting feels that it would take approximately 1-6 months to 

implement these recommendations. Being that self-sustainability is a priority for the Foundation, the consultants have devised 

some very cost-efficient ideas. After extensive research, the costs with the recommended partner, Here and Now Yoga, on an 

annual basis would be approximately $2,400. Depending on the culinary partner, the price per person would range from $35 - 

$55. For example, if there were 7 participants for one class annually, The Well-Seasoned Chef would charge $35 per person.  

The total cost per year would be approximately $735 (e.g. including instructor, ambassador, and/or class location which are to 

be determined). Further breakdown of the costs vs. revenues will be demonstrated in the actual presentation. 
 

The essence of these recommendations is to achieve socially responsible and sustainable growth for this reputable non-profit. 

 

3 THE RECOMMENDATIONS 

• Creation of Yoga Classes. 

Create monthly yoga classes in memory of Mary who was a sister of four with Down syndrome who epitomized 

inclusivity. 

• Ambassador Recruitment. 

Recruitment of volunteers to administer and mentor individuals with developmental disabilities for educational programs. 

• Inclusive Educational Programs. 

 Coordinating and incorporating cooking and music therapy classes into its monthly program calendars. 

. 

4 FACTORS THAT COULD DERAIL THE PLAN 

There are many factors that could derail these recommendations and they are as follows: 
 

Securing Donations is key to any non-profit as they tend to have limited resources to support their missions in general. Should 

donors not resonate with Mary Quinn’s Mark Foundation, the organization might receive limited funding toward these new 

initiatives. 

Ensuring Attendance at these reputable events and not being able to continue the efforts due to low enrollment would adversely 

impact the organization.   

Creating sustainability for future events is essential to the growth of this organization. The events need to be profitable for all 

parties involved (e.g. partners and the non- profit) to reinvest in the non-profit as well as help its partners to expand their services 

to a deserving, yet sometimes underserved market. 

 

5 SUMMARY OF DESIRED OUTCOMES 

The main objective is to promote inclusivity to individuals with developmental disabilities through the assigned charges provided 

in the Capstone course.  
 

The ideal outcomes would be to create more inclusive classes that can expand the non-profit’s course offerings toward sustainable 

growth.  It can do so by: 

• Securing the right partners/instructors to facilitate the course offerings, 

• Utilizing non-monetary resources such as skills, talent, and technologies related to managing course offerings as well as 

running quality classes that promote repatronage among all participants, 

• Having the Board’s commitment to manage these relationships going forward to grow and sustain new and existing 

relationships in support of its reputable cause. 

 

6 IMPACT ON SOCIETY 

There is a need to resolve the current issues involving inclusivity for individuals with developmental disabilities.  Mary Quinn’s 

Mark Foundation is a catalyst for change and it can continue to shape the lives of those it serves through its sustainable efforts. 
 

Caalm Consulting wishes to positively impact the world through their dedication in this course and future volunteerism with this 

organization. The team’s efforts are both socially responsible and cost effective. This project is not only rewarding to the team, 

but rewarding to others within our local community. 
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ABSTRACT 

For the second consecutive year, the opioid crisis dominated the news in our annual audit of press coverage of the pharmaceutical 

industry.  The results of the fifteenth Annual Press Audit of issues in the pharmaceutical industry indicate that media coverage 

of pharma increased 12.8% from last year. The audit includes 132 articles from the top five selling U.S. newspapers, with 

coverage of the industry for the year up in three of the five newspapers.  Two newspapers – the Washington Post and the New 

York Times – accounted for more than two thirds of the articles in the audit.   

 

The increase in coverage of the industry was driven primarily by the number of articles on the opioid crisis which surpassed even 

its dominant position from last year, representing over 36% of all articles in the audit.  In addition, high drug prices ranked 

second on the list of hot button issues, a perennial focus of attention.  With these two topics garnering much of the focus of the 

major newspapers and media outlets, not surprisingly, much of the news was not good for the industry. Headlines were almost 

five times more likely to be negative than positive and full text articles were more than twice as likely to be negative than positive 

about the industry.The news was not as bad as it could have been for manufacturers in the industry, however, because some of 

the blame for high drug prices was shifted to the pharmaceutical wholesalers and intermediaries.  

    

The annual audit sponsored by the Arrupe Center for Business Ethics at Saint Joseph’s University tracks and analyzes the industry 

issues covered by the media.  Prior audits have found that media coverage is largely negative toward the positions taken by 

pharma.  This year’s audit identifies the “hot button” issues attracting media attention in 2018, compares the issues and how they 

are covered to previous years, and reports on the pharmaceutical companies and brands most often cited in the news.  We also 

updated our analysis of how healthcare reform has been reported by the press. 

 

Some of the top findings for 2018 include: 

• Coverage of the industry was up for the year to 132 articles, a 12.8% year over year but below the five-year average of 

164 articles.   

• Opioids dominated the news in 2018, emerging from obscurity just two years ago when it did not even register on the 

hot button list. Coverage of the opioid crisis grew from 42 to 48 articles year over year, and was the focus of 36% of all 

articles in the audit.  

• High drug prices in the U.S. continues to be a major theme in the news, placing second on the hot button issues list for 

the second consecutive year.  The focus on high prices increased from 24 to 29 articles, representing 22% of the articles. 

• A new twist to some of the articles on high drug prices this year was the focus on the wholesalers and supply chain 

companies and their contributions to high prices.   

• Next up on the list were the topics of Interaction with the Food and Drug Administration, and Research & Development 

for New Drugs.  

mailto:sillup@sju.edu
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• Drug Safety has been a perennial issue on the hot button list and was a focus again this year.  Excluding the 48 articles 

focused on opioids discussed above, 13 additional articles focused on drug safety concerns.   

• Healthcare Reform coverage decreased by almost 27 percent this year (from 75 to 55) with coverage in the New York 

Times down by almost 63 percent. Most of the healthcare reform articles, 69 percent, were neutral in tone. 

• Media coverage of the industry has always been more critical than positive and that was true again in 2018.  The good 

news for the industry, however, is that for 2018 the proportion of negative headlines and negative articles decreased 

slightly as further discussed below.     

Special acknowledgement goes to those who contributed to this research: Ms. Cynthia Slater, SJU’s Business Reference Librarian 

and SJU Summer Scholar Program students, Caitlyn Landau, Kerry Faust and Tyler Pham. 
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ABSTRACT  

The accounting for goodwill impairment has been revised once again in an attempt by the Financial Accounting Standards Board 

to simplify the valuation of goodwill and achieve significant cost savings. The valuation of goodwill has often been a complex 

and costly exercise subject diverse results due to the various estimates and measurement alternatives involving numerous 

variables. The professional standards now allow either a qualitative or quantitative approach for valuing goodwill. Under the 

new quantitative approach, the fair value of the “reporting unit” containing goodwill determines the potential impairment and 

avoids the costly and tedious requirement of valuing the discrete assets and liabilities. This paper reviews the factors under the 

”discounted cash flow” (DCF) method and how minor modifications may enable a company to avoid the potential impairment 

of goodwill.  

 

Keywords  

Discounted cash flow (DCF), qualitative method (Step 0), quantitative (Step 1, Step 2) 

1  INTRODUCTION  

The accounting for the impairment of goodwill has been revised once again to facilitate the cost savings of issuing financial 

reports. The valuation of goodwill has changed from an amortized asset to an unamortized resource subject to an annual 

measurement of potential impairment. The valuation methods have transitioned from a “two-step” quantitative method to an 

option of using a qualitative valuation approach generally referred to as “step 0”.  This has changed once again where the 

Financial Accounting Standards Board (FASB, 2017) issued ASU 2017-04. Under this new standard, a publicly listed company 

may only use the quantitative step 1 or the option of using the qualitative step 0 procedures. In addition, private companies are 

permitted to amortize their goodwill asset over a maximum period of 10 years. 

 

This research will attempt to demonstrate the potential cost savings regarding the elimination of the second step of the two-step 

method. We will also describe how the one step method contains two options in measuring the potential impairment of goodwill. 

The reporting unit is generally measured using either a market multiple approach or a discounted cash flow (DCF) method. Under 

both methods, the reporting unit (RU) may be measured using an enterprise approach or an equity approach. We will demonstrate 

that the change in interest rates will have a significant effect on the valuation of the RU. 

 

2  LITERATURE REVIEW   

Recently, the accounting profession shifted its attention to simplifying accounting standards. The pivotal moment occurred in 

2006 when the FASB joined force with the American Institute of Certified Public Accountants (AICPA) to organize the Private 

Company Financial Reporting Committee (PCFRC). The mission of the PCFRC was to accommodate the financial reporting 

needs of non-public companies. In the subsequent years, various organizations have focused on the specific needs of financial 

statement preparers as well as information users of private companies in the U.S. Examples include round-table discussions 

conducted by the Financial Accounting Foundation (FAF) in various regions throughout the United States regarding the specific 

issues concerning private companies. Concomitantly, the AICPA, the FAF, which is the parent organization of the FASB, and 

the National Association of State Boards of Accountancy (NASBA) established a “blue-ribbon” panel (the Panel or BRP) to 

discuss how accounting standards can best meet the needs of users of U.S. private company financial statements (FASB, n.d. a). 

The process was finalized in 2012 when the Private Company Council (PCC) was established. Its mandate was to steer the 

standard-setting process for small-cap and private companies. This movement towards simplifying accounting standards has had 

a major impact on accounting for goodwill impairment. 

 

Specifically, for the valuation of goodwill, the profession has seen a movement towards simplifying the measuring process. The 
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history of the valuation of the goodwill asset dates back to 1970 when the Accounting Principles Board (the “APB”) issued APB 

Opinion No. 17: Intangible Assets (Opinion 17). Under this opinion, goodwill, as an unidentifiable asset acquired in a business 

combination, should be amortized systematically over the period estimated to be benefited, however, not exceeding forty years. 

Effective June 2001, Financial Accounting Standards No. 142 (FASB, 2001) superseded Opinion 17 and redefined the standard 

for the initial recognition as well as the subsequent measurement of goodwill and other intangible assets. FAS 142 supplanted 

the arbitrary ceiling of 40 years for amortization. The revision requires the goodwill asset to be evaluated at least annually for 

impairment using a two-step process, which begins with comparing the estimated fair value of the reporting unit with its book 

value (the “Step 1” test). If the reporting unit fails the “Step 1” test, meaning the estimated fair value is less than the reporting 

unit’s carrying value, the entity is then required to derive the implied value of the goodwill asset as if the business is acquired in 

a new acquisition. The implied hypothetical value of the goodwill asset is then compared to its reported carrying value in the 

Step 2 test. An impairment is incurred when the carrying value exceeds the implied fair value of the goodwill asset.  

 

The “Step 2” test simulates the purchase price allocation in accounting for a business combination, which may involve various 

valuation specialists resulting in significant costs. This is particularly burdensome for non-public entities. With the input from 

the PCFRC, the FASB (2011) issued the Accounting Standards Update No. 2011-08: Intangibles – Goodwill and Other (Topic 

350), Testing Goodwill for Impairment, to provide an option of a qualitative screen prior to the quantitative analysis (the “Step 

0” test). Under this pronouncement, companies may elect to diagnose the value of their goodwill using qualitative factors, such 

as the macroeconomic condition, industry and market considerations, costs of conducting the business, overall financial 

performance and/or other relevant entity-specific events. If positive factors are present and can sufficiently support that the 

reporting unit’s fair value is not less than its carrying value, further quantitative analysis is deemed not necessary.  

 

The FASB (2017) issued Accounting Standards Update No. 2017-04: Intangibles – Goodwill and Other (Topic 350), Simplifying 

the Test for Goodwill Impairment, which eliminated the second step of the two-step quantitative analysis of the goodwill 

impairment test. The pronouncement was intended to simplify the annual measurement of the goodwill asset subsequent to the 

initial recognition as required in ASC 350-20, 05-4A (FASB n.d. b). The new pronouncement is not an option but a requirement 

for all U.S. public and non-public business entities (with different mandatory adoption periods). Although the new standard 

attempts to simplify the measurement requirements of determining the impairment of goodwill, the standard may result in a 

greater write-down.  

 

Martin Benis (1978) was one of the earliest advocates in promoting separate standards for private companies. Benis suggested 

that private companies did not have the requisite staff to comply with many accounting standards that were applicable to large 

companies. Private companies needed the services of their respective public accounting firms which resulted in additional fees. 

This caused in a tension between the private company and its public accountants because the compliance with GAAP did not 

add any discernable value to the company. In addition, the primary user of financial reports of a private company were its lenders, 

such as commercial banks and various suppliers and did not require the extensive requirements of many accounting regulations 

and principles. Katz (1983) reiterated the frustration of private companies with the FASB’s “accounting overload syndrome…” 

Other supporters of small GAAP such as Cosper, Grroskopf, Noll, and Biielstein (2013) referred to the diverse standards such as 

International Reporting Standards (IFRS) and American GAAP. Specifically, IFRS allowed different standards for medium-sized 

entities (SME). 

 

The promotion of diverse standards has not been universally supported. Detractors such as the CFA Institute have conducted a 

survey where their investors had reservations regarding the choice of using two sets of accounting standards (Cohn, 2015. Heron 

and Herbold (2019) have encouraged private companies to use simplified accounting standards promulgated by the PCC in order 

to achieve cost savings in the preparation of financial reports.  

 

Business acquisitions generally result in the creation and reporting of goodwill. This was particularly evident in 2017 where $319 

billion of goodwill was added to acquirers’ balance sheets. Goodwill impairment increased by $35.1 billion even though the 

economy was experiencing a strong recovery (Duffs and Phelps, 2018).  Perhaps the best example of the FASB’s attention to the 

goodwill asset is the special amortization rule allowed for private companies and the continual transition to a simplified approach 

to measure impairment for public companies. Public companies may either measure impairment with a subjective “qualitative” 

approach or a simple “quantitative” measurement of the valuation of the business entity and avoid the tedious and costly 

procedures of measuring the company’s specific assets and liabilities (FASB, 2017). 

 

The recent standard that attempts to simplify the valuation of the goodwill asset has not been favorably received by institutions 

that represent the investing public. In a recent survey conducted by the CFA Institute, it was feared that diverse accounting 

standards for similar events and transactions would result in increased ambiguity (Cohn, 2015). Respondents of the survey 

expressed concern that simplifying standards rather than acknowledging the complexity of the transactions would require the 

investor to expend increased resources in analyzing the financial health of the company. 
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3  RESEARCH OBJECTIVE AND METHODOLOGY 

The objective of this research is to provide two illustrative examples where avoiding the step 2 requirement may result in a 

different amount of impairment depending on the estimation variables used by the reporting entity. Specifically, a reporting unit 

may benefit with a smaller write-off of the goodwill asset by using the step 1 method. Other companies may experience larger 

write-offs by not being able to apply the step 2 procedure. In addition, we will present several examples of the potential valuations 

that may result depending on whether the RU is valued applying either an enterprise or equity view. 

The transition to electing to use the quantitative method of step one will result in potential alternative measurement strategies 

available to the reporting company. The following are some of the alternatives that are available in measuring the valuation of 

the company’s reportable unit(s) in calculating the potential impairment of goodwill: 

• The RU could be measured using an income approach and/or a market value approach. Under the income approach, the 

discounted cash flow (DCF) method is commonly used.  

• Under the income approach or the market approach, the RU’s valuation may be measured using an “enterprise” view or an 

“equity” view. 

• Where a reporting company selects the market approach or the income approach, it has the option of using the following 

models in the valuation of the RU: 

1. Guidelines Public Companies – a comparison of using various financial multiples of public companies in the same 

industry, and/or 

2. Guideline Transaction Method- a comparison of recent acquisitions of a company of a similar profile. 

Using a hypothetical balance sheet like the presentation under EITF February 2, 2010, the research will demonstrate the diverse 

outcomes of the RU’s valuation from the selection of the methods. Although these various options existed prior to ASU 2017-

04, the impact would have affected the specific valuations under the step 2 procedures. Under the new standard, the measurement 

of the RU directly impacts the potential impairment of goodwill. 

 

4  CONCLUSION 
The research will demonstrate various strategies that may be used by reporting companies in measuring goodwill using alternative 

balance sheet presentations. We will also demonstrate how interest rate may significantly affect the potential impairment of 

goodwill when applying the various available strategies. Specifically, we anticipate that that the selection of an equity model will 

result in a lower amount of impairment of goodwill under conditions of increase interest rates. Conversely, companies will be 

motivated to select the enterprise approach under conditions of decreasing interest rates in avoiding the potential impairment of 

goodwill. 
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ABSTRACT 

Business leaders say they must measure what they seek to manage.  In acknowledgment of this basic assumption, companies 

should take in recognition of certain significant realities about their presence in the economic marketplace: (1) the rate at which 

they consume resources—resources such as water, soil, biodiversity, clean air—now exceeds the pace of renewal for these input 

factors; (2) the actual risks that firms are exposed to include nonfinancial aspects such as demographic change, environmental 

modifications, and alteration in climate; (3) stakeholders increasingly demand that the full-cost impact of company 

operations/existence be disclosed forthrightly and in detail by management. This current research project seeks to assist in 

describing the newly emergent broadening of reporting and disclosure standards that stretch beyond mere financial results.  

Adding new metrics in the environmental, social, and governance (ESG) areas will allow companies to send more transparent 

messages about their effect on the people and planet domains of the inimitable “triple bottom line” reporting paradigm. 

 

Keywords 

Corporate social responsibility, ESG reporting, integrated reporting framework, SDGs, sustainability accounting, sustainable 

development goals, voluntary disclosure 

 

1 INTRODUCTION: MANAGEMENT AND MEASUREMENT 

Foremost in the minds of business managers and owners is the creation of value through efficient combination of input resources 

to generate valuable outputs demanded by consumers.  Managing cannot occur without measurement (Porth 2018), since a 

reckoning is needed to determine whether value actually was created by the efforts of those controlling the firm’s assets.  Beyond 

a determination of firm profit, though, a larger question looms regarding the broader aspects of firms’ impacts.  If measurement 

is essential to determine value creation, and it is, then measurement similarly is needed to assess the degree of corporate social 

citizenship.  Long ignored, reporting on the all-inclusive impacts of production and consumption now are being demanded by 

stakeholders in every corner of the marketplace. 

 

2 BACKGROUND ON ESG REPORTING AND THE UNITED NATIONS DESIGNATION OF SDGs 

Corporate reporting should clearly identify ESG-related performance goals right alongside the standard financial targets that 

management expects to achieve.  Unfortunately, while commonly accepted measures of economic outcomes are well-established, 

the targets for sustainability have only recently been promulgated.  Now that we have agreement on the 17 universal sustainable 

development goals (SDG) from the United Nations lengthy study (United Nations 2015), it should not be difficult for all entities 

to understand what is expected of them in this area.  Companies should report what impact they seek to have on the SDGs.  Then, 

they must disclose whether the objectives that were set have been met.  Reporting of that type necessitates measurement.  Neither 

the model for such measurement nor the collateral disclosure method has yet to be fully developed. 

 

3 VOLUNTARY REPORTING ON FINANCIAL AND NONFINANCIAL RESULTS OF THE FIRM’S ACTIVITIES 

Justification for firms voluntarily disclosing ESG information from the management literature is that firms can benefit from the 

disclosures (Hahn et al. 2015).  Such reporting can improve the company’s image in the eyes of owners and other stakeholders 

(Sullivan and Gouldson 2012).  It also could provide information that can help investors better evaluate the company’s risks 

related to global matters of importance such as, for example, climate change (McLaughlin 2011).  Finally, such disclosures will 

improve transparency (Simnett et al. 2009). 

 

There are a number of theories proposed in the environmental accounting literature as to why firms might disclose corporate 
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social responsibility (CSR) data even without a mandate to do so.  These theories include voluntary disclosure theory (Clarkson, 

et al 2008), legitimacy theory (Patten 1991, 1992; Deegan 2002), institutional theory (DiMaggio and Powell 1983), stakeholder 

theory (Roberts 1992, Ullmann 1985), and resource dependence theory (Pfeffer and Salancik 2003). 

 

Voluntary disclosure theorists (Clarkson et al. 2004, 2008) believe that firms which have incurred costs in cleaning up the 

environment and have done well in terms of environmental performance would like to disclose this information in a way that is 

not easily mimicked by poor performers.  By utilizing objective measures of environmental performance in their disclosures, 

such firms will exhibit a positive relationship between environmental disclosures and environmental performance. 

 

According to Dowling and Pfeffer (1975), to be socially legitimate an organization must conform to societal expectations.  Failure 

to meet these expectations creates a legitimacy gap (Deegan 2002).  Legitimacy theory, according to environmental accounting 

researchers (Patten 2000, Deegan 2002), posits that firms appear to behave in a way that society expects.  By utilizing CSR 

disclosures to create the appearance that a firm is meeting the expectations of society, the firm remains legitimate.  This is true 

even though the company may be a poor environmental performer. 

 

Chen and Roberts (2010) describe institutional theory as focusing on the relationship between the whole external environment 

and the organization.  This makes it somewhat analogous to legitimacy theory.  By incorporating institutional norms, the firm 

can achieve support and attract resources.  In this way, the firm achieves legitimacy from society’s perspective. 

 

In stakeholder theory (Gray et al. 1995), sustainability information is disclosed because it is demanded by stakeholders.  

However, competing stakeholders may require unique ESG data (Depoers et al. 2016).  Information about financial impacts are 

demanded by investors, while physical impact and nonfinancial data may be important to the larger community.  Meeting these 

competing demands could be difficult to achieve. 

 

Resource dependence theorists believe that organizations need certain resources for survival (Pfeffer and Salancik 2003).  This 

resource constraint leads to exchanges and transactions with competing organizations.  By utilizing various tactics to deal with 

the constraints and the environment, they are able to function in this environment (Chen and Roberts 2010). 

 

4 A CREATIVE ALTERNATIVE TO CONVENTIONAL DISCLOSURE: THE INTEGRATED REPORTING 

FRAMEWORK PROPOSED BY THE IIRC 

Companies providing relevant ESG and SDG data to stakeholders help them to make informed, rational decisions.  As well, such 

reports assist in directing capital towards investments that have positive long-term impact on the planet and its inhabitants.  

Achievement of the UN’s SDGs presents an exceptional business and value-creation opportunity; failure to achieve the goals in 

large part will likely signal the beginning of an entropic demise to life on earth as we now enjoy it.  But, how will we know 

whether progress is being made in accomplishing the goals of sustainable development?  Only with measurements that are 

relevant indicators of success. 

 

A creative, all-encompassing alternative to the extant corporate reporting scheme is that proposed by the International Integrated 

Reporting Council (IIRC).  The IIRC is a worldwide coalition of regulators, investors, accountants, standard setting 

organizations, and nongovernmental entities.  An integrated framework that weaves together financial and nonfinancial aspects 

of a firm’s overall societal impact, such as that promoted by the IIRC, is precisely the type of measurement and reporting 

mechanism that the United Nations had in mind when its basic SDG report was issued in 2015. 

 

5 SIGNIFICANT UNDERLYING AREAS THAT CREATE BARRIERS TO ALTERNATIONS IN THE CURRENT 

SCHEME OF COMPANY REPORTING 

While there are abundant reasons to believe that ESG disclosures are appropriate and useful to both managers and the broad array 

of corporate stakeholders, significant impediments diminish the possibility that all-encompassing impact reporting will occur in 

the near term.  The most obvious roadblock is that firms—and their managers—are conditioned to a disclosure environment 

based on mandated reporting.  There is little incentive to report anything beyond that which is required. 

 

Secondly, metrics have not been developed to cover all the 17 SDGs, or the underlying hundreds of specified targets for action 

in goal accomplishment.  And, there is the need to have general acceptance once such metrics are put forward.  One of the obvious 

difficulties in designing a measurement scheme is the “boundary” of measurement, disclosure, and reporting.  With current 

financial reporting, the end point is easy to see: profit.  But, how are we to know when we have reached the “correct” measure 

of being well-off?  How will we be certain that when a measure of UN SDG number 12—achievement of “responsible 

consumption and production”—is developed that is actually reflects the common understanding of what is “responsible” action 

in this area? 
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A third significant impediment has to do with audit and assurance.  Currently, with purely financial data, there are well known 

and agreed-upon practices and procedures to ensure that outcome measures have the important attribute of fidelity.  How will 

such a value-adding oversight for nonconventional and nonfinancial performance measures be developed?  We know from all 

existing research on voluntary reporting and disclosures of qualitative aspects of business operations that significant 

disagreements can be expected since subjective judgments will be required in the assessment process. 

 

6 CONCLUSION 

There is little doubt that expansion of current disclosure by business firms is needed by stakeholders if they are to make informed 

decisions regarding both consumption and capital investment.  Achieving the UN’s sustainable development goals over the next 

decade surely will be a challenge.  Measuring and reporting on those achievements is a foreboding a task.  There are tremendous 

opportunities embedded in the process of moving toward a more sustainable world.  There also ought to be exciting challenges 

in developing measurement schemes and reporting mechanisms that will signal success/failure in this worldwide attempt to 

sustain the planet. 
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ABSTRACT  

The general focus of my research is the relationship between sports and academics. I began the analysis by measuring the 

correlation between academic achievement and type of sport. By type of sport, a distinction was made between team sports and 

individual sports as categorized by the NCAA. Based on the initial findings that athletes on individual sports teams have 

statistically significantly higher grade point averages than athletes in a team sport, the next step is to explain this observation. 

 

Keywords  

Labor economics, human capital, pedagogy 

1  INTRODUCTION  

The importance of physical activity and the opportunity to participate in sports begins at a very young age. How do children – or 

more specifically, their parents – decide what sport to try and eventually pursue, often initially at the community level, followed 

by high school athletics and, then for many, leading to collegiate sports participation. Rarely does it culminate in a professional 

sports career.  

 

For high school teens that are college-bound and want to continue playing their sport in college, the relationship between school 

and sports raises many questions about connections between sports participation, educational development and academic 

performance. 

 

At the college level in the United States, athletics are sanctioned by numerous governing bodies, such as the National Collegiate 

Athletic Association (NCAA), the National Association of Intercollegiate Athletics (NAIA) and the National Junior College 

Athletic Association (NJCAA). These organizations have strict rules and regulations that are designed to promote fair and healthy 

competition between colleges and to protect the physical and mental well-being of the student athletes. In conjunction with the 

policies and guidelines of these collegiate sports organizations, colleges have their own programs and policies that are intended 

to support their athletic programs and advance the academic careers of the athletes.  

 

There is minimal research on the relationship between type of sport and academic achievement. At the high school level, studies 

indicate that participation in high school athletics is associated with better grades. In college athletics, there are plenty of sports 

stories, reports of circumstances pertaining to a particular college or a specific sport, or portrayals of situations that cannot be 

generalized. At the college level, is there a correlation between athletics and academic performance? Theoretical research and 

empirical testing are lacking. (Sue, 2018) 

 

2 CURRENT RESEARCH 

The general focus of my research is the relationship between sports and academics. My initial research considered the correlation 

between academic performance and type of sport. By type of sport, a distinction was made between team sports and individual 

sports as categorized by the NCAA. The findings indicated that athletes on individual sports teams had statistically significantly 

higher GPAs than athletes in a team sport. What explains this observation?  

 

The next step involves looking deeper into the academic achievement and athletic performance of individual athletes. Do athletes 

who do well academically also perform well in their sport? Specifically, is there a correlation between a student’s academic 

achievement and performance in their sport? Can the findings be generalized by type of sport or a specific sport? What is the 
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comparison between academic majors? Are there gender differences? 

 

There is minimal research on the relationship between sports performance and academic achievement. At the high school level, 

studies indicate that participation in athletics is associated with better grades. This implies that academic achievement and athletic 

performance are complements. Yet, in college athletics, there are plenty of sports stories, reports of circumstances pertaining to 

a particular college or a specific sport, or portrayals of situations that cannot be generalized. Clashes between athletics and 

academics suggest that they are substitutes. At the college level, what is the correlation between athletics and academic 

performance and how can it be explained? Theoretical research and empirical testing are lacking. 

 

The theoretical model is a standard economics model that looks at tradeoffs between two activities: academia and athletics. Do 

students who do well academically also do well in their particular sport? The model will be empirically tested with data on 

student athletes in an NCAA Division I college. This data includes information on student athletes pertaining to their sport, 

relevant athletic records, and academic performance. Whether academic achievement and athletic performance appear to be 

complements or substitutes has ramifications for advising, choice of major, time management, and career options. 
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ABSTRACT 

This paper reviews our progress in creating a framework for teaching case studies in business analytics courses. The framework 

currently consists of ten steps, grouped by four overall objectives of problem definition, data assessment, data analysis, and 

recommendations. The goal of the framework is to provide a structured environment to present and teach business problem 

solving using analytics. The need for this framework arose from our continued design, development, and implementation of 

various degree programs in business analytics, which will be discussed here as well. 

Keywords  

Business analytics, framework, teaching, course and program development 

1  INTRODUCTION 

Businesses continue to demand more employees who have the skills necessary to gather, use, analyze, and interpret data in 

support of decision making. In response to this, many colleges and universities have begun offering various degree programs 

focusing on analytics. Survey data from the Institute for Advanced Analytics shows over 250 specialized master’s degree 

programs related to analytics and data science, with over 100 of these specifically targeting business analytics (“Graduate 

Degree,” n.d.). Schools have also been adding additional courses and options to existing degree programs (both graduate and 

undergraduate) to allow students to major in analytics, or at least take a course or two that will better prepare them for these 

changing corporate expectations. 
 

Analytics involves the use of statistical techniques, software, and operations research methodologies to explore, visualize, 

discover, and communicate patterns or trends in data. In other words, analytics converts data into useful information. Business 

analytics is the sequential process of applying descriptive, predictive, and prescriptive analytics to business-related data, resulting 

in new, unique, and valuable information used to support business decision making. Business analytics goes beyond simply 

generating insightful information from a data source by leveraging all three types of analytics and creating an improvement in 

measurable business performance (Schniederjans, Schniederjans, & Starkey, 2014). 
 

But while the effective use of business analytics can benefit an organization as a whole, individuals within that organization will 

have varying needs in terms of their level of understanding and use of business analytics. Data analysts may need a strong 

background in statistics and computer science to actively gather, process, and interpret large volumes of data integrated from 

various sources. Managers, however, may need just a high-level understanding of the data and its analysis, and be more focused 

on using the results for decision making purposes (Davenport, 2015). 
 

Given that the skill set needed for business analytics varies by individual throughout an organization, there is a need for 

curriculums that match well to a student’s needs, background, and goals. To address this, there have been continuing discussions 

on how to best design and offer programs and courses in business analytics (Schiller et al., 2015; Yap & Drye, 2018; Jeyaraj, 

2019). Next we review our own progress in creating and offering courses and programs in business analytics, and the reasoning 

behind some of our design choices. 
 

2  BUSINESS ANALYTICS OFFERINGS 

Our first effort was the design of an online-only master’s degree program in business analytics. The curriculum was developed 

to specifically address the needs of decision makers within an organization who may not have a strong technical or quantitative 

background. It does not make any assumptions about prior formal business training, and places an emphasis on the understanding 

and interpretation of results. The School of Business has full ownership of the degree program and built it from the ground up. 

The Master of Business Analytics (MSBA) degree is aimed at decision makers at all levels within an organization, and is 

organized around building three core competencies: 
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• Information management skills needed to work with data from both internal and external sources, emphasizing data quality. 

• Analytical skills and use of tools required to understand data sets (large and small), including the integrated use of descriptive, 

predictive, and prescriptive analytics along with data visualization (for both data analysis and for communication of findings 

to stakeholders). 

• Establishing a data-oriented mindset and culture that acts on data and uses analytics to achieve measurable business success. 
 

In addition, the program aims to 1) provide skills needed to incorporate data correctly and effectively into business decisions and 

2) show the consequences of using, or not using, data to support decisions. What the program does not do is offer a degree that 

could otherwise be offered by a statistics department. Furthermore, it does not require students to understand theoretical computer 

science and programming languages, nor does it require an understanding of advanced mathematics. The degree consists of seven 

core courses and three track-specific (elective) courses. The program is beginning its third year, and enrollments have been 

steadily increasing. There are plans to extend it to an on-ground format in the coming year. Some of the courses are also taken 

as electives by non-business graduate students. 
 

While the MSBA nicely meets the needs of many students, the strong demand for business analytics from employers and students 

alike has encouraged us and the School to expand its offerings even further. Our full-time MBA program was recently redesigned 

and now offers a concentration in business analytics. Our undergraduate students can also complete a concentration (i.e. major) 

as well as a minor in business analytics. The minor is open to all undergraduates at Northeastern (not just business students). For 

any of the concentrations or minors, students must first take a survey course that provides a comprehensive introduction to 

different topics in business analytics. Students bring their own laptops, and much of the class time is spent actually using 

analytical tools and techniques along with the instructor. On-ground elective courses are also offered in areas such as 

visualization, data mining, and modeling. 
 

During the development of these various programs and the design of their courses, much time was spent discussing not only what 

should be taught, but how it should be taught to our intended audience. The next section summarizes our progress to date on a 

framework we have been developing to teach business analytics using a structured, problem-solving approach. 

        Table 1. A Framework for Problem Solving Using Business Analytics 
Question (what is the problem that we are trying to solve?) 

1.Purpose 

– Why are we doing this? 

– Why working on this problem? 

2.Question 

– What are the key business-related question(s) we want answered? 

3.Audience 

– Who is asking the question? 

– Who are we providing the answer to? 

Data (what data might help us answer our question?) 

4. Collect data 

– Finding, acquiring, purposing, and saving data from one or more sources 

5. Prepare data 

– Assess data quality, address issues, manage and improve data, and combine data sets as needed 

– Is data for ad-hoc use? Repeated use? From internal or external customers? 

– Do we know the context of the data? 

Analysis (what do we find in our data?) 

6. Select theory/tool/language 

– What is best way to analyze data? 

7. Run analysis 

– Can run data using multiple tools and techniques if potentially beneficial 

– Multiple iterations of the analysis may be useful 

Recommendations (what are the implications of our analysis) 

8. Visualize the key results 

– Use charts/tables to help interpret and convey analysis 

9. Interpret 

– What does the analysis show? 

– Are there any limitations to the analysis? 

10. Present it 

– Convey findings clearly and appropriately to audience 

– Are there additional applications for your findings? 

• Same or similar problem, audience, or context? 
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3  FRAMEWORK 

The framework (Table 1) currently consists of ten steps, grouped by four overall objectives of problem definition, data 

assessment, data analysis, and recommendations. The goal of the framework is to provide a structured environment to present 

and teach business problem solving using analytics. 

 

The first part of the framework is meant to ensure that there is actually a problem that needs to be solved, and ensuring that the 

problem is clearly understood and defined. The source of the question and the recipient of the answer should be clear as well (as 

they may be different). 

 

The second part determines what data would be useful to solve the problem at hand. Is there in-house data that we can analyze, 

or something available from a public source? Do we need to collect or purchase data? Once we have the data, do we need to 

address any data quality issues? 

 

The third part looks at choosing the proper analytical theories, tools, and techniques that can be used with our data to potentially 

provide results that help us solve our problem. There may be multiple analytical techniques that can be used, and there are often 

multiple tools that can process data using a given technique. Sometimes it may be useful to analyze the data using different 

techniques, or use different tools with the same data and technique to cross-check results. 

 

The fourth part looks at what recommendations can be made from the analysis of the data. Visualizing the results in an effective 

manner is critical here not only for the sake of aiding the analysis but also conveying the results. Does the analysis of the data 

answer our question(s) or provide insight to our problem? Are there any limitations to the analysis? What are any implications 

for similar types of problems? All of this must be clearly conveyed to the intended audience, taking into account their background 

and knowledge of the problem. 

 

In addition to using this framework in the classroom, students should be able to use the framework to define and solve problems 

on their own. Some of our courses require use of the framework for final projects. 

 

4  CONCLUSION 

More and more organizations continue to embrace analytics and the benefits that can be realized from their successful 

implementation and use. This has created an increased demand for employees that understand analytics, and in turn, courses and 

programs that teach those skills. As a business school, we are focusing strictly on business analytics. For us, this means designing 

our courses and programs for managers and decision makers, and creating courses that allow students to use powerful analytical 

tools and techniques effectively without being a statistician or computer scientist. We also are seeking the best ways to teach 

business analytics and problem solving to our students, and this framework is one step towards achieving that goal. 
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ABSTRACT  

In this paper we will explore the impact of clinical decision support systems in the healthcare field.  We will view the research 

of Bright et al., Moja et al., and Islam et al.. Bright et al. research will give us insight on clinical decision support systems impact 

on: clinical outcomes; healthcare processes; workload and efficiency; patient satisfaction; cost; and provider use and 

implementation. Moja et al. research will give us a better understanding of how clinical decision support systems use integrated 

rule or algorithm based software with EMRs and evidence-based knowledge. Islam et al, research will show us how they created 

clinical decision support systems to mimic clinicians thought process.  

Keywords  

Clinical decision support systems   

1 INTRODUCTION  

Since the introduction of technology into patient care, there have been questions on whether or not technology is benefiting 

patient care. There have been many studies done to analyze the pros and cons of having technology in healthcare. One of the 

most influential tools that have been added to healthcare is clinical decision support systems (CDSS). CDSS are computer systems 

used by clinicians to make clinical decisions at the point of care. These systems were created because there was a growing need 

to decrease medical errors. As a result of the Affordable Care Act, many health systems have been forced to buy or create 

electronic medical records (EMRs) and CDSS to fulfill their “meaningful use” (Berner, 2016). With the influx in medical 

technology to better access and provide efficiency in patient care, the question that arises is; are CDSS improving patient care or 

are they ore of a hindrance? In this paper, we will take a look at various research studies that have been conducted to see the 

impact CDSS have had on improving the quality of care. We will also look at how CDSS can be improved to enhance clinician’s 

decision-making. 

Are CDSS effective? 

There have been many studies done to measure the effect of CDSS incorporation into health care. With all the research studies 

that have been done, there are not many studies that look at multiple systems within a region or nation to compare CDSS overall 

effect on clinical care, workflow, or cost. In this section, we look at two studies that conducted systemic meta-analysis reviews 

on CDSS. The study done by Bright et al. will take a general look at the effect of implementing CDSS and Moja et al. will look 

CDSS and their impact when integrated with EMRs and knowledge-based systems. 

 

An overall review of CDSS effect 
Bright et al. (2012) decided to conduct a research study that evaluated the effects of CDSSs on clinical outcomes; healthcare 

processes; workload and efficiency; patient satisfaction; cost; and provider use and implementation. Their sample included 148 

randomized published controlled trials of both commercially and locally developed CDSSs. 86% (128) of the studies assessed 

healthcare process measures, 20% (29) assessed clinical outcomes, and 15% (22) measured overall cost. The studies used for 

Bright et al. research study came from MEDLINE studies that were published from January 1976 to January 2011. They chose 

their studies based on their reports for these list of outcomes: 

• Clinical (morbidity, mortality, and adverse events) 

• Healthcare process (recommended preventive care, clinical study ordered or completed, and treatment ordered or 

prescribed) 

• User workload and efficiency (user knowledge, number of patients seen, clinician workload, and efficiency) 

• Relationship-centered (patient satisfaction) 
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• Economic (cost and cost-effectiveness) 

•  Uses and implementation by a healthcare provider (acceptance, satisfaction, use, and implementation) 

 

Bright et al. measured their studies effects by using a meta-analysis. Depending on their findings they rated the evidence of their 

finding at low, moderate, or high. This was based on the quality, whether or not interventions were used in multiple institutions 

(teaching and nonteaching settings), had a well-established health IT infrastructure, if the end-users were experienced in EMRs, 

and/or if the CDSS was integrated into a CPOE or EMR.   

 

Twenty-nine studies were used to assess clinical outcomes; 16 heterogeneous studies were used in the meta-analysis of morbidity 

outcomes; 6 heterogeneous studies for mortality; and 5 heterogeneous studies for adverse reaction outcomes. The morbidity 

outcomes assessed were: hospitalizations; cardiovascular events; Apgar scores; deep venous thrombosis; surgical site infections; 

hypoglycemia events; and colorectal cancer. When Bright et al. conducted their meta-analysis for morbidity they found CDSSs 

improved the outcome, but rated the evidence as moderate. They claim the studies were of good quality, the interventions were 

used in multiple institutions, but the intervention studies were done at teaching and Veterans Affairs facility with paper-based or 

standalone systems that only targeted fixing a single condition. The mortality meta-analysis showed there was no significant 

effect of CDSS intervention. Two of studies, however, did show CDSSs did have a significant reduction on mortality outcomes. 

Studies for the mortality meta-analysis were considered low because they were conducted at a single teaching facility or Veterans 

Affairs setting, with a well-established health IT infrastructure. The meta-analysis conducted for adverse events with the 

intervention of CDSSS had no significant effect. This was rated as low because even though the quality of the studies was good, 

only two of studies used multiple settings, the systems used were locally developed, and the results could be biased towards 

nonteaching facilities. 

 

One hundred and twenty-eight studies were used to assess CDSS effect on healthcare process measures: Twenty-five 

heterogeneous studies on recommending preventive care service ordered or completed; twenty heterogeneous studies on 

recommending clinical study ordered or completed; and 46 heterogeneous studies on recommending treatment ordered or 

prescribed. The 25 heterogeneous studies that used CDSS to recommend preventive care service ordered or completed was 

significant. The evidence in this portion was considered high because the studies were good quality, evaluated in multiple settings, 

and addressed in multiple clinical conditions. The downside to this was most of the CDSSs were developed locally, not integrated 

with a CPOE or EMR, and used in teaching systems. Twenty heterogeneous studies that measured CDSS impact on 

recommending clinical study ordered and completed was found to be significant. The evidence was considered moderate because 

the articles used were good quality, CDSS were implemented in multiple settings, and it was tested against the same intervention. 

On the downside, the studies may have been biased because they were evaluated in well-established health IT infrastructure or 

outside the US. The 46 heterogeneous studies that measured CDSS effect on recommending treatment ordered or prescribed was 

effective because physicians ordered the treatments and therapies recommended. The level of evidence was rated as high because 

the articles used were of good quality and were evaluated in multiple clinical trials. On the downside the articles were only used 

in an ambulatory setting, physicians had experience in EMRs, had well-established health IT infrastructure, and or had knowledge 

that targeted a specific condition. 

 

Seven studies were used to measure CDSS effect on user workload and efficiency outcomes. It was found that CDSS were 

insufficient in clinician knowledge or improving physicians confidence in managing patient care. Based on Bright et al. finding 

this study was considered low because CDSS were locally developed with protocols or algorithms that were based on local 

performance, quality, and data outcomes that may not have been used in other settings. 

 

Twenty-eight studies were used to measure CDSS effect on economic outcomes. Twenty-two of the 28 studies were used to 

measure CDSS effect on cost. Thirteen of studies found CDSS to have a positive effect of cost, by reducing hospitalization 

expenses and in comparison to control groups and facilities that did not use CDSS. Locally and commercially developed CDSS 

had lower treatment, total, and reduced cost in comparison with both controlled groups and non-CDSS facilities. Six studies were 

used to measure CDSS cost-effectiveness on care. There was a discrepancy with articles. Three of the six articles suggested 

CDSS were cost-effective but the other three suggested otherwise. 

 

Twenty-four studies assessed CDSS effect on use and implementation outcomes. Bright et al. took studies that measured the 

same CDSS with additional features and with standard care or no CDSS. In their finding, they found there was no significant 

effect on providers acceptance of CDSS. The evidence for this study was considered low because the articles were considered 

fair quality, they were evaluated at teaching facilities with established health IT infrastructures, physicians had experience with 

EMRs, and there was an inconsistent definition for provider acceptance. Twelve of the studies found physicians were satisfied 

with CDSS. Four out of the 12 studies showed satisfaction with physicians in the intervention group compared to those in 

controlled groups. Six studies showed there were some providers that were dissatisfied with CDSS. Based on Bright et al. 

findings, they rated the articles as moderated because, the article was of good quality, evaluated CDSS that were integrated into 
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CPOE or EMRs with interventions in multiple teaching and nonteaching settings, and with strong health IT infrastructures. They 

only downside to these studies was the CDSS were developed locally and implemented in one setting. 

 

CDSS effect when linked to EMRs 

Moja et al. (2014) conducted a systematic review on randomized controlled trials (RCTs) that assessed the effects of CDSS with 

rule or algorithm based software integrated with EMRs and evidence-based knowledge. They looked at 28 published controlled 

trials and took information on CDSS designs, capabilities, implementation, acquisition, and their effects on mortality, morbidity, 

and economic outcomes. The CDSS designs that were included had either a single evidence-based guideline or multiple 

guidelines. Eighteen of the studies used measured either mortality or morbidity, and 10 studies were used to measure economic 

outcomes. 

 

Sixteen of the RCTs were used to conduct a meta-analysis of mortality outcomes. Seven out of the 16 trials found CDSS 

intervention lowered mortality and 8 trials found the intervention to cause higher mortality. Based on the meta-analysis conducted 

Moja et al. found CDSS intervention integrated in EMRs and evidence-based knowledge had no significance. 9 RCTs were used 

to conduct a meta-analysis of morbidity outcomes. The results produced a weak inverse in association with CDSS intervention 

and morbidity of a disease.  Seventeen RCTs were used in a qualitative assessment of economic outcomes. There were differences 

seen in costs and health service utilization. Moja et al. found CDSS interventions performed lower than the system were not 

equipped with CDSS. 

  

Based on Moja et al. (2014) findings they could provide evidence that supports the use of integrating CDSS with EMRs and 

knowledge-based evidence and to abandon CDSS. In their findings for the meta-analysis of mortality, it was concluded that 

CDSS have no impact and therefore should be abandoned. The meta-analysis for morbidity concludes CDSS decrease morbidity 

and should be adopted into healthcare services.  

 

How to improve CDSS 

Some EMRs that are equipped with CDSS do not support complex reasoning that matches the clinician's thought process, or 

deliberative reasoning used in complex cases. Our minds look for patterns that could help in selecting optimal courses of action 

and predict outcomes; this is known as naturalistic decision-making. Roosan Islam et al. (2015) conducted a study on ten 

infectious disease experts using Cognitive Task Analysis (CTA), to examine decision complexity and the strategies they use to 

adapt and control information in their environment. Based on their findings they came up with two CDSS to mimic clinicians 

thought process. Islam et al. identified three key contributing decision-making complexity factors affected by CDSS: 

1.         The overall clinical picture does not match the pattern. 

2.         A lack of comprehension of the situation. 

3.         Dealing with social and emotional pressures. 

Another major component that CDSS systems lack that clinicians’ need is fear and anxiety. According to Islam et al. (2015), the 

positive to fear and anxiety is motivation that improves clinician’s decision-making for the patient. 

  

Based on Islam et al. findings, there are five cognitive mechanisms that can help system developers chose the appropriate CDSS 

tools that are integrated into EMRs to help with clinical complexity factors. The five cognitive mechanisms (CM) are: 

1.     Watchful waiting instead of prescribing antibiotics: less is more 

2.     Theory of mind: projection and simulation of other practitioners’ perspectives. 

3.     Heuristics: using shortcut mental model to simplify problems. 

4.     Anticipatory thinking: planning and re-planning for future events. 

5.     Seeking help: consultation with other experts for their opinions. 

CM 1, watchful waiting instead of prescribing antibiotics: less is more, requires clinicians to use their expertise and consensus 

with team members to find conservative treatments. One of the issues Islam et al. was trying to fix in the infectious diseases 

department was a physician's’ overuse of antibiotics. By creating a system that allows physicians to seek other treatments or 

confide with their peers, they would prescribe fewer antibiotics. CM 2, theory of mind: projection and simulation of other 

practitioners’ perspectives, requires physician’s to imagine possible scenarios of how other physicians would think in terms of 

finding a course of treatment for their patient. CM 3, heuristics: using shortcut mental model to simplify the problem, physicians 

use this method to deal with complex cases and to narrow down resources so they don’t fall into information overload. CM 4, 

anticipatory thinking: planning and re-planning for future events, physicians mentally project or simulate possible events that 

may affect future outcomes and decisions. This is also done for physicians to use the chronological method in examining and 

understanding a patient’s history to make predictions of the trajectory of a diseases state. CM 5, seeking help: consultation with 

other experts for their opinions, requires physicians to consult with their peers and other experts. When there is a rare patient 

case physicians will reach out to their peers to see how they should go about treating the patient. 

  



  

Northeast Business & Economics Association Proceedings 2019  239 

 

Islam et al. (2015) suggested system developers use the dual process theory (DPT) to interpret the decision-making complexities 

by using cognitive strategies. DPT has two systems of reasoning: System 1 (S1) and System 2 (S2). S1 uses an automatic, non-

analytic, and intuitive approach, where S2 uses an effortful, analytic, abstract, and logical thinking approach. Both systems can 

be used but S2 is activated when a physician has encountered a complex patient. Physicians have the options to transition from 

S1 to S2 depending on the complexity of their case. S2 requires a more cognitive approach; therefore CMs 1 (watchful waiting), 

4 (anticipatory thinking), and 5 (seeking help) would be used in this system. Since S1 requires a minimal cognitive approach, 

CMs 2 (theory of mind) and 3 (heuristics) would be in this system. 

System developers need to associate each CM with one of the three complexity factors. In S1, CM 3 (heuristics) would be linked 

with complexity factor the overall clinical picture does not match the pattern and CM 2 (theory of mind) would be linked with 

both lack of comprehension of the situation and dealing with social and emotional pressures. In S2, CM 1 (watchful waiting), 

CM 4 (anticipatory thinking) and CM 5 (seeking help) would all be associated with lack of comprehension of the situation, but 

the complexity factor dealing with social and emotional pressures should direct you to the CM 1 (watchful waiting). 

 

In order for these systems to be successful EMRs need to have or improve innovative informatics tools like patient monitoring; 

documentation; visualization; and population-based decision support. The patient monitoring tool is key to supporting S2. One 

of the examples used in Islam et al. (2015) research was monitoring therapeutic antibiotic and adverse drug events. By monitoring 

therapeutic antibiotics and adverse drug events this could reduce physicians mental anxiety, which is associated with CM 1 

(watchful waiting) and CM 4 (anticipatory thinking). In New Mexico, developers have an incorporated a tele-consultation and 

monitoring model, called Extension for Community Healthcare Outcomes (ECHO), to remotely monitor patients and guard 

against and/or anticipate potential future threats. The ECHO CDSS is key to the CM 4 (anticipatory thinking) in making clinical 

decisions. Proper documentation is important to: reduce fear in liability; decrease social and emotional pressures; and make it 

easy for physicians to understand past decisions and goals. An example of a good documentation CDSS is Smart Forms, which 

was developed by Partners Healthcare. This CDSS has improved patient decision quality and management, by aligning with the 

physicians’ workflow. The S1 of Smart Forms helps physicians with their initial thought process, which can be switched to S2 

analytical thought process. S2 in Smart Forms has non-interruptive decision support recommendations that include a list of 

medication orders, lab test; future follow-up appointments; and patient education material that is tailored to their needs. 

Visualizations help provide physicians’ with information that matches with CM 3 (heuristics).  EMR systems take patients 

records and present them in multiple screens and modules in various formats; this causes issues with physicians sense-making 

process, therefore causing confusion or mental overload. Systems developers need to find a way to condense patient data into 

one screen so the mind does not become overwhelmed. Population-based decision support tools can potentially support S2’s 

cognitive support CM 1 (watchful waiting) and CM5 (seeking help). By having a population-based decision support embedded 

into EMRs, it would provide physicians’ with information about treatments and interventions given to similar patients by different 

physicians’. Not only does this give physicians access to different treatments, but it also allows physicians to consult with 

physician’s who have had similar experiences with patients. 

 

2 CONCLUSION AND RECOMMENDATIONS 

As we can see in this paper there have been many studies done to determine the effectiveness of CDSS in healthcare settings. 

Bright et al. and Moja et al. both believe there have not been enough studies done to really compare CDSS effectiveness. Bright 

et al. focused their research on an overall stance of CDSS, but their study looked at systems from 1976 to 2011. Moja et al. only 

looked at 26 studies that used CDSS which were integrated into EMRs and knowledge-based evidence. If we conducted a study 

today the outcomes may be different. There is still a lot about CDSS we do not know because most of the studies out there are 

focused on CDSS effects on preventing adverse reactions. We need to so more studies that focus on the effects in pediatric 

medicine, cancer treatment, early intervention, and look at how CDSS are opening doors for communication. 

 

Islam et al. provided us with a way to fix or make CDSS fit into everyday clinical workflow. They focus on understanding how 

physicians think and communicate with one another. Their study also discussed ways to obtain more information and have a 

library that could help with the diagnosis and treatments of patients in the future. Ever so often rare cases are revisited because 

new cases have been found and physicians need to have access on how to treat patients that may have developed the same 

symptoms. In scenarios like this, S1 would flag the physician and provide information it has obtained from previous studies. S2 

would allow the physician to have access to information that is not apart of their personal clinical files. 

 

As current and future system developers we have to consistently research and find new ways to make technology work for us. 

Islam et al. shows us how to work with physicians so we are able to make systems that make sense. Bright et al. and Moja et al. 

have shown us we need to measure systems and see how they compare to what has already been done. 
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ABSTRACT 

The philosophical problematic of what is deemed here as the Stress Reduction Industry (SRI) juxtaposes contemplative practice 

with the complementary and integrative health business model. It becomes beneficial to establish the foundational moral issues 

inherent within this problematic and then allow for modern virtue-based business ethics to structure the methodological 

framework of research. The categorical objective would result in a business ethics analysis that affirms the autonomy of 

personhood, navigates the complexity of the consumer stakeholder, increases business profitability, and allows for the 

advancement of well-being as is constituted within the essential philosophical proposition of virtue business ethics. The 

significance of this complex business ethics exemplification necessitates the examination of the SRI commercialization and 

encourages the business culture to approach and adopt the practice of contemplative practice in an ethically accountable manner. 

This summary of an extended paper engages with the essential principles of virtue ethics for the purpose of promoting the 

acknowledgment and understanding of human personhood as it relates to individual and collective stakeholdership within the 

multidimensional SRI business ethos. 

 

Keywords 

Business ethics, commercialization of contemplative practice, decision-making, ethics, mindfulness, moral theory, Stress 

Reduction Industry, SRI, virtue-based ethics 

 

1  THE SRI PROBLEMATIC 

At the nexus of virtue-based business ethics and the commercialization of contemplative practice persists the challenge of 

pursuing an optimal human existence. Whether by means of virtuous self-sacrifice in consideration of the other or alternatively 

by the possessive egocentrism that stimulates behavior such as corporate voracity, the paradoxical nature of the human condition 

often can be incentivized by contradictory motivations. This paper presentation summary juxtaposes contemplative practice with 

the Stress Reduction Industry (SRI). By examining the problematic of the commercialization of contemplative practice, the body 

of the research is concerned with applied ethics in investigating the consequences of leveraging contemplative practice within a 

business culture. Broached from the normative position of moral theory, the virtue ethic originates from wide-ranging reverential 

conceptions of what determines and supports the well-being of human personhood. The virtuous individual is the rational 

individual that makes well-informed and purposeful decisions within the mean, avoiding opposing vices (Aristotle, 2012). In 

order to establish the prospect for virtuous proficiency in mind and spirit, one must begin the process of acquiring an appreciation 

of the actual contemplative practices; ascertained in the questioning of modes and manners of moral thought, it is in the doing 

that virtuous personal choices create the ethical human being. This is equally true within the business culture that can grow a 

corporate social responsibility brand while increasing competitive advantage (Tuominen & Malmberg, 2013) as well as 

profitability and stakeholder sustainability. Often the first stage in opening oneself to evolution in business, the well-being of 

personhood is advanced through the practical applications of receptive and meaningful intellectual, social, and emotional skills.  

  

2  METHODOLOGICAL FRAMEWORK 

Placed within the framework of applied business ethics, determination of practical application is inclusive of the needs of 

stakeholders complete with nuanced alternative thinking and decision-making. As is found within personal decision-making, 

business decisions result in consequences or a series of consequences that can be followed to the original decision-making 

process. New consideration is given to the pertinent issues inherent within this methodological framework deemed here as the 

Stress Reduction Industry (SRI), which seeks to emphasize three separate issues: moral theory and the SRI; regulation, practice, 

and safeguards of the SRI; and personal integrity within the SRI. Each issue specifically focuses on the growing market of 

complementary or alternative medicine products and practices under the guidelines of the National Center for Complementary 
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and Integrative Health (NCCIH, 2019).  

 

3  MORAL THEORY AND THE SRI 

The United States holds an exceptional disquiet with the manner in which we conduct our daily living. While the American 

business configuration is centered on results-driven ends, the means to the end can be a human life inundated with challenging 

stressors both within the workplace and one’s personal life. This noteworthy disquiet cultivates an annual $11 billion industry 

(Lieberman, 2018) derived from a national preoccupation with self-care, self-improvement, and self-actualizing which includes 

a conspicuously repetitive amalgam of media endorsements promoting the implementation of the least amount of steps for the 

most amount of stress reduction. Further overwhelmed with news articles decrying the worsening state of mental and physical 

well-being, Americans often are at entropic odds with what is considered to be best life practices versus what is the present 

experiential state. While the nature of the occupational environment cultivates a progressively multifaceted work ethic, 

stakeholders are increasingly challenged with issues of personal and professional ethical and social responsibility. Continually 

complicated by the diverse situation ethics inherent within this complex consumerist structure, the individual seeks greater moral 

competence as the implications and values of personal and professional engagement frame the challenge of pursuing an optimal 

human existence. Aristotelian teaching delineates the difference between the ideal and the practice of virtue so that the human 

person can pivot toward the active state of being present within one’s humanity. In this active positioning of oneself toward 

moral virtue, the human person practices the vision of the idea itself and positions oneself to flourish from the practice of 

honorable achievement of the summum bonum (Aristotle, 2011). In the experiential state of compelling a human moral ideal 

from its original placement of contemplation to commercialization, can the business ethic effectively interlink with the virtue 

ethic? 

 

4  SRI REGULATION AND SAFEGUARDS 

SRI Regulation and Safeguards considers the exchange of a currency of commercial intention with corporate social responsibility 

(CSR). In questioning the CSR essential to the SRI, for example, it is implied that trained practitioners traditionally oversee the 

health and well-being of their clients during conventional complementary and alternative medicine (CAM, NCCIH) stress 

reduction practices. The stages of professional and post-baccalaureate training and certification, licensing, and accreditation 

provide prospects for increased education and training in areas of medical and psychological well-being. However, the SRI 

includes not only the licensed practitioner but also unlicensed individuals and entities that can purport to provide generalized or 

unsubstantiated results. This less regulated or unregulated segment of the SRI business population is the fastest growing revenue 

share within the SRI marketplace and includes the following subcategories: motivational speaker market; personal coaching 

market; the direct-response market or infomercials; self-improvement self-published books market; internet mastery courses; 

self-improvement software applications; public seminars market; as well as self-improvement workshops, seminars, courses, 

retreats, and training organizations (Market Data Enterprises, 2017). Considerations of regulation safeguards, personal 

responsibility, and CSR are juxtaposed with the inconsistency in SRI revenue data and public health statistical data. Is it possible 

to transfer a high level of responsibility, regulation, and safeguards throughout SRI operating procedures? 

 

5  PERSONAL INTEGRITY AND THE SRI 

Incentive to exercise contemplative practice or purchase SRI products can originate from the intention to enhance, support, or 

relax the psychological aspect of human capital. It is suggested that the well-being of human personhood is contingent on the 

practice of contemplative thinking which innately manifests in greater resourcefulness, creation, and productivity in business 

decision-making and execution of approaches and strategies. As an example of the contrary, multiple study findings 

(Killingsworth, 2010; Twenge & Campbell, 2019) suggest that technological consumption incapacitates individual attention and 

motivation, e.g., smartphone use decreases consumer concentration and motivation (Wilmer, 2017). In this respect, is it possible 

for the consumer to actively engage the completeness of personal integrity with contemplative practice while consuming an SRI 

product or service? Further, does the producer hold a responsibility to work toward the removal of this negative externality? 

Could encouragement by practical business strategies bring about the motivation of personal concentration and thus the 

sustainability or growth of personal integrity? If SRI products or services could motivate awareness of utility, for example, could 

individual concentration be increased while consuming a smartphone meditation software application? In other words, is it 

plausible that a commercialized SRI product or service could enhance or reduce individual commitment to applied ethics and 

personal integrity? 

 

6  CONCLUSION SUMMARY 

This research endeavors to bring focus to a growing human investment in the complementary and alternative SRI that as of this 

writing presents unsatisfactory results in health efficacy yet a commercialized success rate and corporate profitability. A moral 

problem results from the conflicting demands for a healthier human well-being and the commercialization of contemplative 

practice. These two aggregate demands act as fundamental drivers derived from the essence of what it means to be human. What 

is at stake for both producer and consumer is more than financial loss or gain; it is the potential cost to human dignity that extends 

this moral problem to stakeholders throughout the SRI ethos. 
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ABSTRACT  

Business schools are often criticized for their failure to adapt academic programs to meet the needs of a contemporary economy. 

Over 30 years ago Porter & McKibbin (1988) issued a scathing critique of American business schools, specifically noting the 

disjoint between the delivery and active application of course material. Interestingly enough, most business schools have 

maintained a traditional curricula which has been in place since the 1950s (Bok, 2005).  

 

In an increasingly complex, information-oriented, knowledge-based economy, all business students should have an adequate 

level of quantitative literacy to make calculated decisions (McClure, et.al, 2008). This paper proposes some programmatic 

changes that might be implemented in order to elevate the level of quantitative reasoning among business school graduates.  

 

Keywords  

Management Education, Quantitative Literacy  

1 INTRODUCTION  

Many colleges continue to deliver quantitative material to accounting and business students in the same manner that was utilized 

in the 1950s (Bok, 2005). This is especially alarming in light of dramatic changes in technology and the contemporary needs of 

business firms for workers with enhanced quantitative reasoning abilities. 

 

Colleges should be concerned that some of America’s most prominent corporations have begun to change their selection criteria 

and the skillsets they require.  In 2018, firms such as Google, Apple and IBM, no longer required college degrees for many entry 

level jobs. Connley (2018) reported that instead of looking exclusively at candidates who went to college, IBM now looks at 

candidates who have hands-on experience via a coding boot camp or an industry-related vocational class. Traditional colleges 

need to be concerned about this tendency of corporations to develop employees on their own and business schools should pay 

more careful attention to the ways that quantitative reasoning is addressed.   

 

2 RESISTANCE TO CHANGE 

Much of the resistance to institutional change comes from institutional isomorphism (Dimaggio & Powell,1983), the tendency 

of organizational practices to stay the same because of factors such as regulatory and accrediting requirements, professional 

norms, and, mimetic practices. These factors serve to reduce uncertainty and are largely responsible for the tendency of business 

curricula to stay the same despite dramatic changes in technology and the associated needs of business firms for workers who 

possess strong quantitative reasoning abilities.  

 

Many schools still attempt to satisfy the development of quantitative reasoning skills by providing accounting and business 

students with one course in Statistics and one in Calculus. Many others have diluted mathematical competency requirements to 

exclude Calculus and require only a basic Functions course for accounting and business students. These meager offerings as well 

as the compartmentalized approach to delivering the quantitative material are both troubling.  

 

3 PHILOSOPHICAL CHALLENGES 

There is a societal tendency to treat the quantitative as distinct from the qualitative. This is sometimes responsible for what we 

might call “math-phobia”. There is a dichotomous standard in place that categorizes students as either good in this area or poor, 

when in fact, most students would fall in varied places on a continuum.  

 

Academic researchers (Jick, 1979; Hammersley, 1992) have advocated for the use of combining both qualitative and quantitative 
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methods in academic research. This is in response to research that all too often does not use complementary methods in a 

triangulated method. This pattern of research preferences can be linked to the isolation of quantitative subject matter rather than 

using it as a way to enhance knowledge and understanding of concepts.  

 

Paulos (1988) provides an insightful way to look at the development of appropriate quantitative reasoning abilities when he notes 

that "Mathematics is no more computation than typing is literature." We concur and in this paper propose some educational 

practices that might serve accounting and business students well in the development of quantitative reasoning abilities. In 

adapting these practices, educators will be better preparing young adults for the contemporary workplace. 

 

4 PROPOSED STRATEGIES 

Several practices are noted below which serve to enhance the quantitative reasoning outcomes of business and accounting 

students.  

 

Addressing quantitative material in each of the content areas 

Academic programs often make the distinction between the “hard” and the “soft” skills, and in doing so clearly separate the 

quantitative from the qualitative in this way. In a management course, for example, quantitative matter may be disregarded or 

glossed over. Business students need to be able to integrate the quantitative material with the qualitative and instructors should 

be encouraged to embrace the quantitative in all business fields.  For example, a Return on Investment analysis should be a vital 

consideration in Retail Management and a comprehensive review of business metrics is a necessary way of evaluating a firm in 

a course on Business Strategy.  

 

Ensuring that the content of mathematics classes is linked to the applied  

Mathematical computations are often conducted for their own sake. There is a great need to better integrate this mathematical 

work with general course materials. In recent years, for example, data analytics and spreadsheet analysis have become central to 

all business analyses. There are stand-alone courses in these subjects offered at most business schools. As with all quantitative 

material, however, these topics should be integrated into each business course. Proficiency in these areas can only be achieved 

through practice and continued use in varied types of applications (eg. Marketing, Finance, Economics, Accounting, Strategic 

Management) will serve to enhance the quantitative skills that employers are demanding. 

 

Reducing quantitative phobia by changing learning styles   

Students often come to college with learning styles that are focused upon memorization and exam performance. This attention 

to rote learning and test performance is often not compatible with the holistic focus that we promote in this paper.  Our 

experiences have displayed that when we start a class with new expectations and learning applications, students perform 

differently and embrace the critical thinking portion of the courses.  We find that when we discuss the type of learning that we 

are embracing – the development of critical thinking and problem solving – that students are able to break from their established 

patterns. These students are then able to better see the linkages between quantitative material and specific business and accounting 

problems.  

           

Linking business news to quantitative course content - Thinking about relationships in quantitative ways 

Student responses to contemporary issues should be both qualitative and quantitative. This type of thinking will not be automatic 

considering that the divide between the two is institutionalized. For example, the state of the economy can be viewed through 

multiple quantitative lenses in order to provide greater meaning to the social conditions that prevail at any given time.  

 

Changing mindsets about mathematical abilities  

There is a tendency in the American educational system to classify students as either strong or weak in math when, in fact, most 

students possess quantitative abilities that fall somewhere along a continuum. This dichotomous classification leads to self-

fulfilling behavior on the part of students. Many intelligent students will often bypass accounting or business as major areas of 

study because they do not believe that they have the mathematical abilities to succeed. Teachers at the elementary and secondary 

school levels need to be aware of how they classify students early on. At the college level, however, the repeated integration of 

the quantitative material with the qualitative can help students to realize their abilities.  

 

5 CONCLUSION 

The strategies that we propose in this paper require altering perceptions about how mathematical content should be applied. 

Faculty need to encourage students to be insightful about the quantitative relationships in all subject areas. In order to do this, 

business faculty members must become aware of their own biases toward quantitative material and work toward integrating more 

of it into their course material and assignments.  
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ABSTRACT 

This paper seeks to discuss the current climate of health care technology. As computer applications and technological innovations 

permeate the health care field with governmental push for implementation and integration. Emphasis is placed on improvement 

of historical and current processes of information management and quality improvement in the health care space, highlighting 

possible methods that align technology with clinical processes to improve outcomes.  Beginning with the history of health 

information technology and computer applications in health care, the commentary discusses the features and implementation of 

the Health Information Technology for Economic and Clinical Health (HITECH) Act distinctly -- technology adoption design 

and its effectiveness for patient and clinician users; and details the development of future applications for electronic health record 

(EHR) use - namely the block chain and smart contract technologies.  

Keywords 
HITECH Act, Block chain, Health Information Technology 

1 INTRODUCTION  

The history of computer applications and health information in technology begins in the late 1960s with the creation of the E31 

committee for Health Informatics – established in 1970 ( HIMMS, 2013). Overseen by the office of the American Society for 

Testing and Materials (ASTM), the initial efforts to develop information standards related to the architecture, content, storage, 

security, confidentiality, functionality, and communication of information used within healthcare. This standardization of health 

information preceding HITECH health information technology policy consisted of the formation of recognized nomenclature 

and coding for multiple disciplines of health- separated by service and function. The result being a conglomerate of formats and 

languages that address the needs of an industry that operates at an interdisciplinary level.  

The DICOM system, LOINC, and Health Level 7  

The foundation of our current efforts to create an interoperable health information climate finds its supporting structure in the 

categorical classification systems developed during the early stages of informatics. The aspirations of a perfectly integrated 

information exchange of health data may have been ahead of its time in the 1970s but birthed the foundational pieces necessary 

for information exchange today. In 1985, the DICOM (Digital Imaging and Communications in Medicine) system, created by 

the American College of Radiology and National Electrical Manufacturers Association introduced a protocol and file structure 

for biomedical image format and exchange that enabled an interchange protocol between systems. Concurrently, Health Level 7 

(HL7), first published in 1987 by the American National Standards Institute (ANSI), established an exchange, integration, 

sharing, and retrieval system that became standard for clinical and administrative data. The LOINC (Logical Observations 

Identifier Names and Codes) database developed in 1994 formed a common terminology for laboratory and clinical observations 

- building a unique language set of identifiers, names, and codes for identifying health measurements, laboratory tests, and 

documents. 

Today these formats exist as international standards each with the goal of interoperability, working toward the standardization 

of heath information in health care. In the present day, DICOM functions as the replacement of X-ray film allowing for a fully 

digital workflow in medical digital imaging. HL 7 now directs health care organizations with the specifications for making 

integrable systems, gives strategies for system development and informs organizational setup with standards that enable data 

sharing across nations. LOINC enables the exchange and aggregation of clinical results using HL7 compliant universal code, 

providing a set of structured names that identify clinical results and measured observations; each system addressing the needs 

for a particular area of information, existing independently but working concomitantly.  

mailto:ronaldtomlinson@mail.adelphi.edu
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Effectively, pre HITECH health information technology policy and the efforts to develop standardized protocol for health 

information serve as the foundation for the current technological infrastructure that may enable a realized interoperable health 

information exchange system in the current and future health information era.  

2 THE HITECH ACT (2010): MEANINGFUL USE TIMELINE  

In 2009 the United States government enacted the HITECH act as a component of the American Recovery and Reinvestment 

Act (ARRA) dedicating 145.7 billion dollars in stimulus funds to the Department of Health and Human Services for the health 

care sector. Dividing the funds between various health care initiatives the Department of HHS allocated $25.8 billion dollars of 

funding to Health Information Technology investment and incentive programs. The Centers for Medicare & Medicaid Services 

(CMS) and the Office of the National Coordinator for Health IT (ONC) used this funding to execute the adoption of Health IT 

and meaningful use EHR software to over 100,000 hospital and primary care physician providers within in a 10 year period (U.S. 

Department of Health & Human Services). During this time “Meaningful Use” was defined by the use of certified EHR programs 

that provide for the electronic exchange of health information to improve quality of care, in accord with the 5 pillars of health 

outcomes policy (CMS). The stimulus funding provided incentivized EPs (Eligible Professionals) to meet the criteria for 

Meaningful Use adoption in 3 “stages” focused on electronic clinical data being recorded in a coded format useful for generating 

clinical quality reports and public health information (Howard Burde, 2011) .  

The stage system supports a sequenced system of compliance concentrated on the creation of electronic clinical data/ providing 

patients with electronic access (Stage 1), meeting national quality strategy requirements (Stage 2) and improving clinical 

outcomes (Stage 3). Spanning the calendar years 2011- 2018, the HITECH reform galvanizes the health care services sector with 

government support using the established coding and nomenclature created pre legislation. Examination of the pre HITECH state 

recognizes that the established coding and nomenclature needs to be organized and distributed for ease of access and continuity 

of care in order to promote interoperability. This legislative push is the nation’s most aggressive attempt at health information 

integration since the development of clinical data coding technologies and marks a positive revolution in the delivery care. 

Adoption  

The topic of adoption generates several points of interest for consideration. One is cost. As the incentivization of the HITECH 

act is typically described in terms of compliance.  The process of health providers receiving subsidization for instituting necessary 

change to meet standards is often one dimensional. The strategy employed by the government’s legislation to facilitate the 

advancement of the interoperability in health care has proven effective- in 2015 the National Center for Health Statistics reported 

a 77.9 percent adoption rate of certified electronic health record systems from a survey of more than 10,000 office based 

physicians (CDC/National Center for Health Statistics, 2015). However there is a punitive incentive – that begs the question of 

what the true impact of incentive is on adoption. For each known violation of the HITECH act medical providers under federal 

law can be charged $50,000, up to a total of $1.5 million dollars per calendar year (Howard Burde, 2011).    

The previous reluctance and current challenges health care providers face to initiate implementation raise themselves in the form 

of cost when providers have to ask who pays the bill for the cost of implementation- when HITECH subsidizations don’t cover 

the full cost of adoption and the financial benefits of the new system go to the payers (Venkataraman Palabindala, 2016) . 

Secondly, is the idea of adoption at the individual level; while organizations are reporting adoption as the capability to produce 

the required technologies necessary to comply with Meaningful Use, true adoptive measure may lie in a change of perspective. 

Sociotechnical theory suggests a look at HIT adoption as an adaptive process vs. an adoptive one – where implementation is a 

process and not an outcome (Yen, McAlearney, Sieck, Hefner, & Huerta, 2017). This view considers the nuance of human 

interplay in organizational HIT adaptation and provides potential improved measurement for successful adoption of HIT 

standards.   

To assist with adoption, make it clear to users that technology usability improves over time. It is a process of testing, examination 

of use, and improvement of the current model to work with how people actually use the technology.  

Design  

A critical component of health technology adoption and implementation is design. The User Interface- the method through which 

employees or “end users” access, create, retrieve, and distribute records- must be designed with consideration for ease of the user 

in mind. This is called ‘User Centered Design” which seeks to enable optimal usability of the interface. Usability is defined as 

the “extent to which a product can be used by specified users to achieve specified goals with effectiveness, efficiency and 

satisfaction in a specified context of use” (Rubina F. Rizvi, 2017). A function of usability is familiarity – it has been demonstrated 

that efficiency improves as users perform the same tasks. This indicates that a repetitive, intuitive process can assist in both user 

acceptance and familiarity.  

A second component of user interface design that requires attention is the placement and orientation of onscreen information in 

order to prevent display fragmentation. Display fragmentation occurs when the user has to select different screens or parts of 
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screens in order to view all relevant information- increasing the number of selections necessary to view all data. In the context 

of health care delivery, the result is an increased cognitive load, where the clinician, who often times requires multiple sets of 

data to form clinical decisions is forced to retain information mentally while retrieving the relevant information on additional 

screens (Senathirajah, Wang, Borycki, & Kushniruk, 2017). A suggested solution for this is User Interface mapping. 

Visualization of data in a flow that allows for relevant information viewing  simultaneously and intuitively- allowing for increased 

availability and effectiveness of applicable information and clinician satisfaction for decision making.  

Quality Improvement  

The third focus stage of Meaningful Use HIT implementation strategy, Quality Improvement is the expected result of wide spread 

EHR adoption. The Agency for Healthcare Research and Quality (ARHQ) reports several instances of lowered cost, faster 

emergency response time, increased access to care and overall improved healthcare quality after EHR/ HIE projects were 

completed by grantees of the Transforming Healthcare Quality through Information Technology (THQIT) program. Using 

telemedicine, e-Prescribing medication, and utilizing clinical decision support systems to remove access barriers to care for rural 

patients, reduce pressure ulcers in 15 Nursing homes and administer lifesaving cardiac treatment, the ARHQ boasts the promise 

of successful implementation of both connected health technology and interoperability when instituted effectively (Agency for 

Healthcare Research and Quality , 2010).These cited successes of EHR implementation are examples of effectiveness at the local 

levels; however the goals of Meaningful Use look to scale catalogues of  EHR information to affect public and global health.  

In stage 3 Meaningful Use is the combination of clinical data coding and medical nomenclature standards with EHR 

interoperability to drive patient centered research that substantiates the effectiveness of medical interventions and informs best 

practice medicine at a real time scale. Unfortunately the challenges of reaching this stage are high. In 2017 the Meaningful Use 

program identified 64 clinical quality reporting measures and clinical providers are finding it difficult to meet them. An ARHQ 

funded study surveyed 1,492 clinical practices and recorded the difficulties of quality improvement reporting. At that time while 

most of these stimuli funded programs reported the ability to generate clinical quality reports using ONC certified EHR – they 

also reported the inability to use them (Cohen, et al., 2018). Particularly for small practices staffs where the expert skill set needed 

to manipulate complex EHR software is absent. This challenge is compounded by Vendor reluctance to make changes to software 

that does more than meet Meaningful use requirements and allow for regular, routine quality reporting without cost.   

In order to combat this difficulty the writers suggest that the ONC and CMS have prioritized the federal value based payment 

programs over quality reporting and that readjustment of meaningful use reporting standards that compel vendors to comply can 

address these issues. Lastly, the HITECH incentivized programs take a more protective stance on Health information privacy. 

Providing distinguishing protocol for “Secure” and “unsecure” protected health information (PHI). The difference being a level 

of encryption applied to secure PHI. The act mandates public notification of disclosed unsecure PHI when discovered that it has 

been exposed or used for an unauthorized purpose and notification to the Department of Health and Human Services for any 

security breaches affecting 500 people or more. This level of notification does not apply to secure PHI due to its encrypted 

protected status. These laws mirror the notification requirements enacted over personal financial information.     

Patient Access  

Technology is empowering people to do what they want individually without reliance on institutions, regulatory bodies or 

professional services. In sharp contrast to the traditional patient provider relationship today’s patients often forgo clinician 

diagnosis as their primary source of information putting pressure on clinicians and care givers to provide integrative levels of 

service and open an engaging level of health care service. This is the first stage of Meaningful Use- an effort to create immediate 

and readily available patient access to medical history, clinical laboratory information and records. In the interoperable HIT era 

the Personal Health Record will be the inpatient- out patient bridge that services the need for individual health information 

management. 

As we look to encourage patient privacy, and autonomy of medical decision making we can provide patients with a range of 

options; but the future technological development of Personal Health Records are still not clear.   The HIMMs Patient engagement 

framework provides a meaningful use related foundation for patient access increasing functionality in order of management. 

Supporting documentation demonstrates that the availability of the PHR will encourage use; “The rate of reported PHR use in 

New York increased from 11 percent in 2012 to 17 percent in 2013. The proportion of these PHRs that were provided by doctors 

or healthcare organizations also increased sharply from 50 percent in 2012 to 73 percent in 2013. These researchers also reported 

that the mean age of PHR users was 47.2 years, 51 percent were female, and 80 percent had a physician who used EHRs” detailing 

that age may also not be a barrier to the use of personal health record (Jana Studeny, 2014). 

3 BLOCK CHAIN TECHNOLOGY   

In the efforts to create an interoperable data management system, the technology information industry has always been 

constrained by centralization. The principle obstacle of sharing health data is the ability to share all or large amounts of records 

without compromising the security and integrity of the records. The block chain technology, at the cost of computational power, 



  

Northeast Business & Economics Association Proceedings 2019  250 

 

maybe the answer to creating a universally shared health record system due to the block chains’ unique ability to self-replicate 

and self-audit. Traditionally in electronic records management, databases of health information were singular, office or health 

system specific. When a medical patient record was entered into the system, exchange of that record became extremely difficult 

because of the need to duplicate and edit the record as the patient continued care; scattered across multiple recording systems, 

disciplines and providers the patient’s data became easily fragmented and susceptible to error, destruction and inaccuracy. Block 

chain technology eliminates or significantly reduces that risk by way of several simple steps that continuously edit, confirm, 

duplicate, and redistribute, the record over a network of individual computers called nodes. The advancement of the block chain 

technology is the distinction in its ability to create and manage permanent read and write functions over a network; a nuanced 

application missing from previous records management systems. Each computer or node on the network is aware of changes to 

the block-once the other nodes are notified they reject the previous state of the chain.  

Changes are initiated and accepted only by authorized read and write protocols managed by, in case of health care data 

applications, patients and providers acknowledged by the patient. This is accomplished by the ‘hash’ system- which contains a 

record of each previous block state- and is retained continuously as each new block is created. This functions as a record keeping 

and time logging system- which can be used to verify the validity of requested changes in the chains blocks.  

Because of these features the block chain has several advantages over the traditional and current information database 

management systems;  

The block chain is able to retain larger amounts of information in a decentralized fashion using meta data- which is information 

about data that helps to locate larger sets of data. This speeds up recall and transmission of information. The distributive function 

of the block chain allows for multiple copies of the record simultaneously- meaning that disruption, destruction or failure of one 

transaction point or node does not compromise the record or its accuracy due to the permanency of the hash written in each 

block- there is a copy of information at every node. Once established the ‘hash’ becomes unchangeable which solidifies the 

accuracy of the record for audit verification. This means that the block chain is always self-auditing the recorded information 

being verified and managed by the patient and providers authorized by the patient.  

Lastly, each record is secured using Federal grade information processing standards. Utilizing the 256-bit Secure Hash Algorithm 

(SHA- 256) and the 26 bit Elliptic Curve Digital Signature Algorithm defined by the US Federal Information Processing 

Standards 180-4 (Tsung-Ting Kuo, 2017). 

Implementation of the block chain does not come without its challenges. There are the concerns of Anonymity vs. Pseudo-

anonymity, the current debate over the perceived anonymity block chains transactions are exchanged over can possibly be 

identified by pattern tracing; the identified record becoming “Pseudo- anonymous”.  Transaction time, which is the length of 

time it takes for information to be translated to the blocks is related to calculation time required to computationally execute the 

math algorithms that verify the block chains integrity and computational power, the management of computer hardware and 

electrical power necessary to operate the networks and processes. There is also the theoretical 51% attack, where an attacker, 

undeterred by the large computational and monetary cost attempts to trick 51% of established nodes with incorrect hash to disrupt 

the validity of the chain.  

There is the potential for effective cost saving as a result of eliminating the need to verify information accuracy. The ledger 

formed by the block chain decreases or even removes the necessity of auditing records and transactions that require time, resource 

and man power because the block chain continuously verifies the accuracy.  

Current Real World Examples  

There are currently two real world applications using block chain technology as the underpinning for its EHR. The first, MedRec, 

built by MIT Media Lab uses the block chain and “smart contract” technologies to interoperate viewing permission and data 

retrieval instructions on a private peer to peer network. The system records patient and provider data on separate databases 

logging medical data and authorization data distributively; demonstrating the interoperable and decentralized uses of the block 

chain.  “..the MedRec System directly addresses the ONC Interoperability Roadmap’s First Outcome: “Individuals have access 

to longitudinal electronic health information, can contribute to the information, and can direct it to any electronic location”” 

(Ariel Ekblaw, 2016). It is also built to “backend” or integrate seamlessly with existing systems showing versatility for adaptation.   

Although Med Rec is a prototype, proof of concept system it shows the ability of block chain technology to work in health 

information- aligning directly with ONC established goals for interoperability.  

The Second Health care application using block chain technology is Guardtime. The Estonian eHealth foundation is working 

with Oracle databases to process and store medical records using KSI Block chain – the country is housing a collection of un-

editable population health records on the block chain. They believe it to be the highest level of integrity for cyber security 

available for their health records.   In addition to being used as the underlying infrastructure for Health Information Exchange- 

the technology may also prove useful in other health records keeping functions. 
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The permanency of the record can be used as a method of verifying insurance claims; as well as keeping records of services 

provided and stop duplicate tests and claims. As the pool patient provider information increased in catalogue, the representative 

data for clinicians could be used as a method for updating and verifying credentialing and licenses instantaneously- directly by 

connected Accrediting bodies that could supply all necessary and up to date professional information used to connect patients 

and service.   

4 CONCLUSION  

The current climate of Health Information is trending positively. Building on the foundational technologies of the late 1900s and 

repurposing its efforts, the field has begun a new development toward nationally improved quality, care and access. By bolstering 

HITECH legislation, The American Recovery and Reinvestment Act has promoted the growth of a patient-centered research 

initiative, encouraging advances in the creation, application, and use of interoperable health information exchanges aiming 

toward the expansion of evidence based public health. As Meaningful Use outcomes enter the final stages, scientifically-valid 

information sharing will become available to clinicians and patients so that they can make informed decisions about their care. 

Promoting prevention of disease and improving healthy lifestyles; the clinical health data generated by health information 

exchange will see American Health Care through to actionable community health data and large-scale community improving 

outcomes. 
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ABSTRACT 

Based on the grand-ontology composed of the meontology of chi-tao and the ontology of mind-matter, hybrid Confucianism is 

a grand system of human activism encompassing the mechanisms of centrality, mutuality/co-creativity, and competition 

prevailing in today’s East Asia. The fundamental guiding force of this system is the general discontinuity concerning the fluid 

dynamics of holistics in space and time, with limiting states approaching systemic continuity on one side and strategic continuity 

on the opposite side. Thus, hybrid Confucianism is forward-looking as it embraces the economic system of capitalist 

Confucianism (with a variety of variants) while converging toward the political system of democratic Confucianism on its 

medium-term trajectory. The mathematical models of hybrid Confucianism with underlying spirit of “holisticism” (or the 

economics of holistics / cultures) are developed as well intending to deal with issues concerning the humankind’s incoming era 

of outer-space explorations and colonization. In the spirit of strategic and systemic discontinuity, these models thus exhibit the 

intrinsic features of the new “economics of space” – the space economics in which holistic transformations between the present 

ST (i.e., systemic transformations, with subsystems of present and emerging technological economies) and the future ST (with 

subsystems of near- and far-future technological economies) are functioning based on the triple mechanisms of human activism 

to embraces centrality/industrial policy/planning, mutuality/co-creativity/technological creativity, and 

individuality/competition/market.    

 

Keywords 

Holistics, grand-ontology, human activism, hybrid Confucianism, space economics   

 

I INTRODUCTION 

This is a historically unprecedented era for studying the “space economics,” i.e., the economics of deep space explorations and 

colonization. It is historically new, because in this era of twenty-first century, the human economy is transforming from the “earth 

economics” to the “space economics of human expansions into moon, mars, and beyond.” Today this trend of outer space 

exploration and migration is self-evident, as from the perspectives of global environmental crisis and unduly population 

explosion. Surely this crisis of global environment is due to the needs that more and more of non-renewable resources are 

disposed to satisfy the human being’s growing needs for higher-level material advancement, and it thereby causes more and 

serious problems of pollutions. Definitely this crisis connected to the scientific / material progress is also the results of more and 

better goods and services are demanded and produced by the first world. As is well known, this new development is further 

exacerbated by the population explosion of the third world so that, in the future, scarce resources on earth would be somewhat 

exhausted. This inevitably points to the urgent need and the new direction of human expansion into outer space in searching for 

scarce resources to accommodate the insatiable needs of the rapidly growing human population. Clearly what underlying this 

general model of discontinuity are the forces of holistic transformations from the present ST (of the earth economy) to future ST 

(of deep space economy).   

 

As is sensed from the above, this approach to economics is clearly cultural (Tonn, 2009). Hybrid Confucianism is about of the 

diffusion and integration of the East and West cultures, as a contrast to the concept of the clash of civilizations (Huntington, 

2002) and the idea of the end of history (or the West ending human history, Fukuyama, 1992). What is closely related is that 

China is a system of hybrid Confucianism, but not a puzzle as suggested by Martin Wolf (Wang 2017).  

 

In the cultural sense, the so-called pure market economy is essentially constructed on the economic ideology of pure capitalism 

and supported by the political system of democracy, which are in turn based on the philosophy of idealism or a dualistic mix of 

mailto:tonnv@salve.edu
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idealism and materialism. The famous definition of positive economics (of market) is conditioned implicitly by the foundation 

of pure or mixed capitalism.    

  

Note that continuity is considered as the limiting case of discontinuity. Therefore, the state of general continuity is intrinsically 

embedded in the state of general discontinuity. Currently, a few economic powers of the world are moving rapidly onto the 

trajectory of holistic transformations in systemic and strategic discontinuity. Examples are Germany (with its program of industry 

4.0) and Japan in embracing industrial policies. And in actuality, although may not be very obvious and comprehensive, the U.S. 

economy is also moving on this trajectory, as witnessed by its new direction of waging trade wars against all of its major trading 

partners and its accelerated efforts for moon exploration dictated by the Trump administration.  

 

2 HOLISTICS, GRAND-ONTOLOGY OF TAO-CHI and MIND-MATTER, AND HYBRID CONFUCIANISM  

Hybrid Confucianism with its intrinsic principle of jen-yi contingency (jen referring approximately to the innate idea of “loving 

others” and yi as the outer manifestation of jen, and contingency referring to the exceptional state), its philosophical basis of the 

grand ontology of chi-tao and mind-matter, and holiscs (i.e., systematics) as its methods of general discontinuity was previously 

developed (Tonn, 2016, 2017, 2018a, 2018b). The very spirit of hybrid Confucianism is logically consistent with the Western 

spirit of human rights and individual freedom, the I-Ching’s idea of changes, and the classic China’s spirits of nature, spontaneity, 

harmony, continual self-strengthening, and caring innately for others. In term of economic functions, hybrid Confucian economy 

successfully embraces the mechanisms of human activism in encompassing centrality (or central planning), mutuality/co-

creativity (or the coordinating forces of academia, R&D institutions, government agencies, industries, and the society), and 

(market) competition. On the basis of the philosophy of the grand-ontology, the efficiency of central planning (mainly by tao-

chi cultures), monetary-fiscal and industrial policies / mutual socio-economic forces (mainly by tao-chi cultures), and market 

operations (by the mix of mind-matter culture and tao-chi culture) is therefore theoretically possible and internally consistent. 

The consequence of this cultural basis is that, the internal contradiction of market/competition and planning /centrality in hybrid 

Confucianism is reasonably mitigated (and resolved) by the tao-rationality of negation, neutralization, integration, and the 

pragmatism (or spirit of compromising) of Taoism and Confucianism. Following this reasoning process, it is therefore not 

surprised to discover that, with the ontological mix of idealism and materialism nurturing internal contradictions, the former 

Soviet economy (founded philosophically on the ontology of contradictory dualism) never achieved a dual efficiency of market 

and planning. 

 

The role of holistics is essential for comprehending the historical trajectory of hybrid Confucianism. Before the collapse of Qing 

(i.e., Manchurian) China, the Chinese economy was a system of “secular Confucianism” embracing a mix of Taoism, 

Confucianism and Legalism (or a system of yin-yang). Since 1949, it was transformed into a Soviet-type communist system (or 

a system of dialectics, at least judging from its outlook). Then after 1978, it was partially transformed by forces of market 

capitalism. And now it is in a process of reclaiming its classical root of missed Confucianism. Thus, currently China is becoming 

a system of hybrid Confucianism (resembling a grand system of yin-yang and dialectics) but not a system of state capitalism. By 

the over-time transformational logic of holistics, it was first a system of yin-yang, embracing forces of yin, yang and he 

(harmony). Then, it transformed into a system of dialectics, embracing forces of thesis, antithesis, and synthesis. Finally, it 

evolves into a hybrid grand system, composed of the central system of discontinuity (or {creativity, destructivity | discontinuity}), 

the first non-central system of (quasi-)yin-yang, and the second non-central system of (quasi-)dialectics.             

  

In terms of constructing simple mathematical models of economics, pure market economy (by its very assumption) has no 

mechanism of growth (Tonn, 2019b). As for a non-perfectly competitive market economy, it is a pure market economy further 

endowed with natural forces of transformations and growth (Tonn, 2019b). Then, a model of mixed capitalist economy is one of 

macro-stabilization and growth with monetary, fiscal and industrial polices. Essentially hybrid Confucian economy is a model 

of mixed economy with passive and active strategies, in which the latter supported by the mechanism of central planning for 

managing state-owned enterprises in promoting physical capital accumulation and in advancing technologies. Furthermore in 

this model, private firms are affected by monetary, fiscal, and industrial policies, so that variables of macroeconomic foundation 

and economic growth are integrated (Tonn, 2019a).  

 

In the above, the concept of hybrid Confucianism is related to the so-called state capitalism (Naughton & Tsai 2015) and post-

Confucianism (McFarquhar, 1980); and yet, it is in essence different from them. On one hand, hybrid Confucianism is much 

more than a Western-style state capitalism, it is fundamentally based on the indigenous East Asian cultures. On the other hand, 

it is more than post-Confucianism since it is a modern system created by drawing inspiration from Taoist spirit of spontaneity, 

Confucian spirit of jen-yi, and the I-Ching spirits of self-strengthening and generative generativity (or sheng-sheng), under the 

strong influences of the right- and left-wing Western cultures.    

  

Here, for the efficiency of hybrid Confucianism, it can be showed that its optimal conditions are those of perfect competitive 

economy - maximizing consumer surplus - added with transformational forces of the natural economy, passive strategies (such 
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as monetary, fiscal and industrial policies) and active strategies (such as planning and trade). To compare with the optimal 

conditions of a perfectly competitive market in a state of desired equilibrium, hybrid Confucianism could achieve a set of time-

lags efficiency by lowering costs of production over time or by creating new products with higher technologies (Tonn, 2019b). 

Although the system of hybrid Confucianism does not position well to deal with the problems of unequal income and wealth 

distributions, its social welfare issues neither appear to impose a significant set of constraints on its growth momentum. One last 

thing about the economy of hybrid Confucianism is its creativity in terms of basic R&D, which is critical to the future of the 

Chinese and East Asian economies. In theory, this system may be capable of achieving high levels of basic and applied R&D by 

the strengths of its tao-chi rationality (stemming from the tao-chi meontology) in incorporating the culture of sciences (or 

scientific rationality, stemming from the mind-matter ontology). To partially support this statement, observe that in the past 

decades, more than twenty Nobel Prices were awarded to the scientists and engineers of Japan, a country of quasi-hybrid 

Confucianism. In practice, for this creativity, one has to wait for time to tell.        

 

3 ESSENTIALS OF THE MODELS OF HOLISTIC TRANSFORMATIONS 

The mathematical models of hybrid Confucianism with underlying spirit of “holisticism” (i.e., holistics / cultures) are developed 

to deal with issues in the humankind’s incoming era of outer-space explorations. In these models of present ST (or simply ST) 

and future-ST (or Post-ST), they are universal and thus are applicable as well to the system of democratic capitalism (which is 

not yet well defined) with minor refinements. These models thus exhibit the intrinsic features of holistic transformations between 

the present ST (i.e., systemic transformations, with subsystems of present and emerging technological economies, say in X-Y 

space, a space of low products) and the future ST (with subsystems of near- and far-future technological economies, say in X^-

Y^ space, a space of high products). Here, these so-called near-future and far-future technologies are related to the new era of 

space explorations and the expected process of outer-space colonization.  

 

Mathematically (Tonn, 2018, 2019a), ST is a model of raw labor, capital stock, culture (or present and emerging technologies), 

and active and passive government strategies/policies. In contrast, Post-ST is a model of raw labor, capital stock, culture (or near-

future and far-future technologies), and active and passive government strategies/policies. The difference between ST and Post-

ST lies in the holistic transformation factors exhibit in the near-future and far-future technologies and the “leap-forward factors” 

in the government’s active strategy (especially guided by industrial policy and controlled by planning mechanism). These factors 

of holistic transformations are more prominent in the system of hybrid Confucianism than in that of democratic capitalism. This 

is because there exist strong mechanisms of industrial policy (in affecting the private sector) and central planning (in managing 

the SOE/state-owned enterprises) in hybrid Confucianism, while the mechanism of industrial policy is weaker and that of 

planning is absent in democratic capitalism.   

 

The holistic transformational basis of the economy of hybrid Confucianism relates closely to the efficiency and mechanisms of 

human activism – individuality of the private firms, centrality of the government and SOEs, and mutuality/co-creativity of the 

academia/R&D sector. Evidently, here tao-chi rationality (or creativity) constitutes the basis of the efficiency of the private firms, 

SOEs, and the public policies and strategies, assisted by the individualistic spirit and scientific rationality (or the “destructive-

creative” culture of sciences and technology transplanted from the West).     

 

4 CONCLUDING REMARKS     

In sum, based on the grand-ontology composed of the meontology of tao-chi (tao, what is internal and intangible; chi, what is 

external and tangible) and the ontology of mind-matter, hybrid Confucianism is a grand system of human activism encompassing 

the mechanisms of centrality, mutuality/co-creativity, and competition prevailing in today’s East Asia. The guiding forces are of 

the general discontinuity concerning the fundamental dynamics of holistics in space and time, with limiting states approaching 

systemic continuity and strategic continuity. Thus, hybrid Confucianism is forward-looking as it embraces the economic system 

of capitalist Confucianism (with a variety of variants) while converging toward democratic Confucianism on its medium-term 

trajectory (Tonn, 2018a).  

 

On the basis of the grand-ontology of tao-chi and mind-matter, with the spirit of “holisticism”, the models of hybrid Confucianism 

comprises the systems of present ST and future ST. Based on the strengths of its respective underlying cultures, democratic 

capitalism (ultimately grounded on the ontology of mind and matter) and hybrid Confucianism are expected to play major roles 

in this new space era of human advancement, while the systems of “hybrid Islam” and “hybrid Hinduism” (both being not yet 

defined) would play some minor roles. This new trend is exemplified by the tendency of China (representing the system of hybrid 

Confucianism) soon to catch up to the West in real GDP measure and the projections that the U.S. (as one system representing 

democratic capitalism) will land its astronauts on Moon in 2024 and China shall do the same in 2028-30.  

 

One simple theme of this paper, contrary to what has not been carefully examined by some textbooks of comparative economics 

(e.g., Rosser & Rosser, 2018) is, in theory, that China or the system of hybrid Confucianism is predicted to have the cultural 

basis to advance efficiently well into the far future. By supplementing its cultural strengths of creative centrality and mutuality 



  

Northeast Business & Economics Association Proceedings 2019  255 

 

with the transplanted Western cultures of individuality and sciences, the system of hybrid Confucianism, on par with the system 

of democratic capitalism (exemplified by the U.S. and EU), is well positioned to perform smoothly in the space economy of the 

twenty-first century. Note these Chinese (tao-chi) rationality and harmonious and pragmatic sprits of mutuality and centrality are 

constructive to the new cultures of the rest of the world. 
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ABSTRACT  

The introduction of cryptocurrency has caused seasoned Wall Street workers much distress.  Cryptocurrencies such as bitcoin 

can’t be touched and are not traded on an openly visible market.  This is the basis of such widespread skepticism and the belief 

these cryptocurrencies are simply and elaborate Ponzi scheme. 
 

Cryptocurrency is new destructive innovation that is worrisome to traditionalists. The irony is that for an industry that shies away 

from regulation, cryptocurrency will need a centralized regulator for traditional banks and traders to accept this innovation.  The 

cryptocurrency also allows the bypassing of capital and AML restrictions. Without customary protocols in place, too much 

uncertainty exists in the utilization of cryptocurrencies.  
 

Keywords  
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1  INTRODUCTION  

To Wall Street traditionalist, the trading environment consists of moving tangible assets.  Those assets may be currency, 

commodities, shares of a corporation, etc.  All items that can be seen and shared.   Additionally, the values are determined in an 

open market setting, such as the New York Stock Exchange. 

 

The introduction of cryptocurrency has caused seasoned Wall Street workers much distress.  Cryptocurrencies, such as bitcoin, 

can’t be touched and are not traded on an openly visible market.  This is the basis of such widespread skepticism and the belief 

these cryptocurrencies are simply and elaborate Ponzi scheme. 

 

Bitcoins have value because they are useful as a form of money. Bitcoin has the characteristics of money (durability, portability, 

fungibility, scarcity, divisibility, and recognizability) based on the properties of mathematics rather than relying on physical 

properties (like gold and silver) or trust in central authorities (like fiat currencies). In short, Bitcoin is backed by mathematics. 

With these attributes, all that is required for a form of money to hold value is trust and adoption. In the case of Bitcoin, this can 

be measured by its growing base of users, merchants, and startups. As with all currency, bitcoin's value comes only and directly 

from people willing to accept them as payment. 

 

Cryptocurrency is best thought of as digital currency as it only exists on computers. It is transferred between peers and 

transactions are recorded on a digital public ledger (called a “blockchain”). Transaction data and the ledger are encrypted using 

cryptography (which is why it is called “crypto” “currency”). It is decentralized, meaning it is controlled by users with a computer 

algorithm and not a central government. (Facts, 2018) 

 

Digital currencies offer the prospect of substantially reduced transaction fees for online purchases. Nearly all online payments 

are made via payment-card networks. These payment platforms are so dominant that they can charge high fees despite low 

operating costs. Responding to consumer outrage, the United States recently passed legislation limiting debit card interchange 

fees. The European Union has proposed similar limits. The backers of new digital currencies believe they can offer lower 

transaction fees through technological innovation rather than regulation. (Moore, 2018) 

 

What is Bitcoin, the most popular cryptocurrency? Bitcoin is the name given by Satoshi Nakamoto in 2009 and so devising the 

first Blockchain database. (Horia Mircea Botoş, 2017) The design was purely peer-to-peer version of electronic cash would allow 

online payments to be sent directly from one party to another without going through a financial institution (such as a bank).  The 
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bitcoin network timestamps transactions by hashing them into an ongoing chain of hash-based proof-of-work, forming a record 

that cannot be changed.  
 

 
 

This coin is limited by its protocol to 21 million units. Every few years the number of units is adjusted, and so is the currency's 

value [supply .vs. demand]. Each block introduces adds 50 new coins in the system.  
 

As with every other currency, it presents a series on advantages and disadvantages that will attract or avert users.  

• The advantages brought on this currency are: small tax applied to each transaction that does not change depending on 

the amount, smaller risks, transparent and neutral methods of determining the currency's value, high built in security, 

free use of the currency, and it cannot be stolen. (Horia Mircea Botoş, 2017) 

• The disadvantages are: slow grade of acceptance, continuous development of the currency, price fluctuation each time 

new crypto currency appears, payments are irreversible, unconfirmed payments are not fully secured, the legal and fiscal 

problems can occur to user due to the fact that it's not state regulated. (Horia Mircea Botoş, 2017) 

 

2 RESEARCH  

Digital currencies provide greater anonymity than credit cards. In Bitcoin, accounts are pseudonymous and the protocol is 

designed to encourage the use of new account numbers for each transaction. These features are touted by Bitcoin supporters 

as a guarantee of anonymity, which has drawn privacy-conscious consumers – and criminals – to the currency. There is no 

research validating the claim of anonymity.  Associating identities with Bitcoin addresses is possible, particularly when 

interacting with online currency exchanges. (Moore, 2018) 

 

Decentralized design of Bitcoin and other digital currencies that protects against inflation. Traditional currencies rely on a central 

bank to regulate the money supply, introducing new money into circulation as needed. The quantitative easing policies adopted 

by the U.S. Federal Reserve have attracted criticism about potentially causing inflation. Bitcoin, in contrast, uses cryptography 

to guarantee a relatively fixed money supply, which is allowed to grow at regular intervals. Instead of central bank, decisions are 

driven by human prognostications, Bitcoin relies on an algorithm to limit the growth of the money supply. This approach is very 

appealing to some economists who have bought into Bitcoin. (Moore, 2018) 

 

With Decentralization comes the need to link transaction and approve their authenticity.  Without a centralized agency (DTCC, 

NYSE, etc.) the responsibility falls onto the commodity itself.  Cryptocurrencies use a blackchain methodology to achieve this 

task.  
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When a cryptocurrency transaction is made, that transaction is sent out to all. Specific types of users called miners then try to 

solve a cryptographic puzzle (using software) which lets them add a “block” of transactions to the ledger. Whoever solves the 

puzzle first gets a few “newly mined” coins as a reward. Sometimes miners pool computing power and share the new coins. The 

bitcoins can also be stored in online wallets.  The easiest way to acquire bitcoins is to buy them at an online exchange. There are 

three major bitcoin exchanges, each of them with their own unique properties and a different fee structure (e.g., bitstamp.com).  

Aside from the exchanges, you can also buy bitcoins on ebay and similar auction sites. 

 

The security of the blockchain relies on cryptography and the algorithm relies on consensus. If the majority of users trying to 

solve the puzzle all submit the same transaction data, then it confirms that the transactions are correct. Each block is connected 

to the data in the last block via one-way cryptographic codes called hashes which are designed to make tampering with the 

blockchain very difficult. Offering new coins as rewards, the difficulty of cracking the cryptographic puzzles, and the amount of 

effort it would take to add incorrect data to the blockchain by faking consensus or tampering with the blockchain, helps to ensure 

against criminal behavior.  People who are running software and hardware aimed at confirming transactions to the digital ledger 

are cryptocurrency miners. Solving cryptographic puzzles (via software) to add transactions to the ledger (the blockchain) in the 

hope of getting coins as a reward is cryptocurrency mining. (Bitcoin.org, 2018) 

 

Transactions are sent between peers using software called “cryptocurrency wallets.” The person creating the transaction uses the 

wallet software to transfer balances from one account (AKA public address) to another. Transactions are conducted via an 

application, such as coinbase.com;  

 

 
    https://www.coinbase.com/join 

 

Transactions made between peers are encrypted and then broadcast to the cryptocurrency’s network and queued up to be added 

to the ledger. Transactions are then recorded on the public ledger. All users of a given cryptocurrency have access to the ledger 

if they choose to download a “full node” wallet (as opposed to holding their coins in a third party wallet like Coinbase). The 

transaction amounts are public, but who sent the transaction is encrypted. Each transaction leads back to a unique set of keys. 

Whoever owns a set of keys, owns the amount of cryptocurrency associated with those keys. Many transactions are added to a 

ledger at once. These “blocks” of transactions are added sequentially. That is why the ledger and the technology behind it are 

called “block” “chain.” It is a “chain” of “blocks” of transactions. (Facts, 2018)  

 

The price of a bitcoin is determined by supply and demand. When demand for bitcoins increases, the price increases, and when 

demand falls, the price falls. There is only a limited number of bitcoins in circulation and new bitcoins are created at a predictable 

and decreasing rate, which means that demand must follow this level of inflation to keep the price stable. Because Bitcoin is still 

a relatively small market compared to what it could be, it doesn't take significant amounts of money to move the market price up 

or down, and thus the price of a bitcoin is still very volatile. 

 

 

https://www.coinbase.com/join
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3  FINDINGS 

“Uncertainty” and “Regulations” are two words Wall Street detests.  Any world or market instability will result in a negative 

impact on prices.   Wall Streeters are true believers in the market place and regulation hinders free trade.  These beliefs cause a 

conflict to veterans of Wall Street. 

 

Cryptocurrency is new destructive innovation that is worrisome to traditionalists.  The irony is that for an industry that shies 

away from regulation, cryptocurrency will need a centralized regulator for traditional banks and traders to accept this innovation.  

The cryptocurrency also allows the bypassing of capital and AML restrictions. Without customary protocols in place, too much 

uncertainty exists in the utilization of cryptocurrencies.  

 

4 CONCLUSION 

The adoption of cryptocurrencies is slow and clearly in the early adopter stage.  Research needs to be conducted to determine the 

viability of cryptocurrencies and obstacles to the larger adoption of the concept.  Are traditional norms so embedded that the 

concept of a virtual currency has no place in modern finance? 
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ABSTRACT 

The internet has had a major impact on the balance of information that for so long worked in favor of brand managers. Consumers 

are now empowered to interact with brands, and are often willing to “co-create” by sharing their experiences, product knowledge 

and ideas with brand communities and stakeholders. Although brand equity is an important source of competitive advantage, 

previous conceptualizations do not reflect the unique characteristics of the internet, and the new participatory approach to 

branding. Christodoulides, De Chernatony, Furrer, Shiu, & Abimbola, T. (2006) addressed this gap by developing a series of 

constructs and scale items that aligns with the interactions between consumers and online brands. The construct contains five 

correlated yet distinct dimensions: emotional connection, online experience, responsive service nature, trust, and fulfilment; 

consisting of 12-item scale with strong psychometric properties.  

 

The purpose of the current research presented here, is to apply the ORS (online retail/service) brand equity scale using a set of 

predominantly online brands, and to identify any new dimensions and scale items that should be added to reflect recent changes 

in consumer attitudes and behaviors.  In this way we continue to update and build knowledge for the effective evaluation of 

online brands.  

 

Keywords 

Brand equity, digital brands, co-creation, consumer behavior 

 

1 INTRODUCTION 

In the physical world a brand can be defined as the sum in the consumer’s mind, of the personality, presence, and performance 

of a given product or service (Saari, Baumgartner & Mäkinen, 2017). These components are also essential for web-based brands 

except that, on the web, the company needs to have the ability to create, implement, manage and measure brand experience 

online. Brand builders need to be able to create extraordinary brand experience to achieve positive consumer response out of the 

exposure. To reach this desired experience brand builders should allow and invite consumers to influence the brand building 

process. An online based company needs to take this in consideration when attempting to create a long-lasting digital brand, 

since word-of-mouth is a major element in the digital world. (Fountainebleau, 2015). 

 

The internet is a valuable communication medium that favors co-creation due to its function as an interactive platform. The new 

generations are often willing to co-create by sharing their experiences, product knowledge and ideas with the brands.  Consumers 

have easy access to a large amount of information letting them make better decisions, but also to increasingly demand a more 

active influential role in the value and innovation process. This is making the companies step away from the traditional firm-

centric view to a more customer-centric view in order to be competitive (Constantinides, Brünink & Lorenzo-Romero, 2015). 

 

Brand equity has more than one definition, some argue that brand equity is constructed in the mind of consumers and other that 

brand equity is only correlated to the financial perspective. Succeeding with brand equity for online businesses can be defined as 

ultimately fulfilling consumers’ expectations, including website design, content, navigation design and functionality. Several 

studies have been conducted to measure brand equity, but the first attempt to do this within an online relationship paradigm 

online was in 2006, and labelled the ORS (online retail/service) scale developed by Christodoulides, De Chernatony, Furrer, Shiu 

& Abimbola (2006). The scale contains of five dimensions that could affect the individual perspective of an online brand and its 

equity. These five dimensions are Emotional connection, Online experience, Responsive service nature, Trust and Fulfillment. 

However, since then there have been no attempts to further validate or update these dimensions and scale items. 
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This is important as there are important dimensions not included in the ORS scale.  One is eco- friendliness. Eco-friendliness is 

a growing aspect with several studies confirming that consumer brand satisfaction and brand loyalty can be associated with the 

level of eco-friendliness and green values represented by the brand. Therefore, companies can gain a higher level of brand equity 

by linking sustainability and environmental development activities to their company (Saari et.al, 2017). 

 

Another important dimension is mobile- friendliness. According to a report from Hootsuite, 4.021 billion people worldwide were 

internet users in 2018 and out of these people 52% used internet via their smartphone devices which is an increasing number. 

(Hootsuite Research, n.d.). The continued expansion of smartphone usage needs to be taken in consideration by online-based 

brands.  Not meeting the demand of mobile-friendliness could pose serious risk to an important segment of brand users. 

 

2 RESEARCH OBJECTIVES 

This study aims to validate and extend the learning by testing the ORS brand equity measurement in a multi-country study, and 

to understand the consumers’ attitudes towards digital brands. The main research objective is to research the ORS scale, to see 

if it is still relevant 13 years later by testing the perceived importance of the 12 scale items today, measuring levels of awareness, 

brand knowledge and usage/purchasing behaviors. Further, this research seeks to understand the importance of eco- and mobile-

friendliness for the brand equity of online brands, and thereby possibly adding these two dimensions to the existing ORS scale. 

By doing so should help provide predominantly online-based brands further insight regarding building brand equity in the digital 

environment.  

 

3 RESEARCH METHODOLOGY 

The data was collected in April 2019 using online surveys distributed among US students in one location.  The questionnaire was 

created using the Qualtrics online survey platform. Qualtrics allows users to create, edit and receive feedback through their 

platform. The survey was distributed via email, social media and by private users/messages. The survey was created using the 

ORS scale created by Christodoulides et. al (2006) as a basis for scale item development. The 12-item scale was used to measure 

consumer attitudes in two different ways. Below are the brand rating items presented in connection with the original ORS scale 

dimensions. The items were rephrased by the authors to make them clearer to the respondent, but keeping the same context of 

the ORS scale.   

 

Table 1 ORS scale dimensions and items used in the survey 

Emotional connection 

I can relate to the type of people who are users of this brand 

I feel like this brand values me as a customer 

Online experience  

This brand's website is easy to navigate  

This brand's website has all the information that I need  

Responsive service nature 

This brand is willing and ready to respond to customer needs 

This brand provides opportunity for feedback 

Trust 

I trust this brand to keep my personal information safe. 

Fulfillment 

The product or service was received as expected 

Added items 

This brand is mobile friendly 

This brand creates an eco-friendly impression. 

This brand makes me think about the state of the environment 

This brand creates eco-friendly emotion 

 

First, survey participants were asked to rate the importance of each of the 12-item statements from the ORS scale and also the 

added items, using a scale of 1 to 5, with "1" being least important and "5" being most important. This was done to validate the 

ORS scale, researching if the items are still of importance today. Additionally, respondents were asked for their agreement on 

each statement as it related to each of the four digital brands measured, and only if they had visited the brand’s website. Two 

questions used for screening and filtering purposes are “Are you aware of any of the following brands?” and “Have you visited 

or used any of the following brands online?”. These questions guided respondents to answer only on the specific brands they 

were aware of or visited online.  

 

Drawing on the research conducted by Saari, et.al. (2017), the survey included two items of eco-friendliness, and a statement to 

measure the importance of “mobile-friendliness”. These items were added to research their impact on brand equity from a 
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consumer point of view. The two dimensions were presented in the same way as the original scale dimensions to get a justified 

result, both in importance and brand ratings. 

 

Four brands were selected for this research based on their global presence, and that survey participants were likely to be familiar 

with them. They were Spotify, eBay, PayPal and Airbnb. These brands also represent four different categories: streaming 

music/entertainment, ecommerce, payment services and travel.  

 

The data presented in this paper reflects findings for the US only. 

 

4 FINDINGS 

In the US sample, respondents were primarily 18-24 years old, with 59% completing the survey using their smartphones and 

35% using their laptops.  The highest rated ORS scale-item is "the product or service is received as expected”, receiving a 4.9 on 

a 1-5 scale rating. With the information given on this particular scale item, it can be concluded that US respondents highly value 

the quality of the product or service given. The scale item “the brand keeps your personal information safe” ranks second highest 

with a 4.8 mean rating. This information is also validated by the open-ended question where respondents responded with 

“efficiency” and “shipping” because it relates to how the product or service is received. Based on the top two scale items that the 

US believed to be most important, it is safe to conclude that Privacy and fulfillment are highly important to judging a brand’s 

values and assets. Privacy is related to trust on the ORS scale and many respondents added that to the open-end question as well. 

The other category that had a 4.5 rating is “the brand's website is easy to navigate”. This result strongly corresponds to the results 

of the open-ended question where “ease of use” were a response over 5 times. Consumers value easy access and easy use and it 

is apparent that accessibility is a brand asset in the US.  

 

The importance attributes mean scores that did not score as high are “the brand values you as a customer.”, “the brand is 

responsive to customer needs.” and “the brand's website has all the information that you need.”. While these attributes are still 

important in brand value, they scored at a mean of 4.3 - 4.4. Emotional connection in the ORS scale are connected to “care”, 

“empathy” and “affiliation”. The importance rating for “the brand values you as a customer” and “responsiveness to customer 

needs’ are related to emotional connection on the ORS scale. The mean of 4.3 shows that emotional connection is closer to 

“somewhat important” rather than “strongly important”. 

 

Further, the added items of eco-friendliness were in relation to Saari, et. al. (2017) eco-friendly dimensions eco-affective and 

eco-sensory. These survey questions are directly connected to the importance rating of a brand creating an eco-friendly 

impression. The mean of the added items for eco-friendliness and environment received a rating of 3 and 2.7 rating on a scale of 

1-5. The emotional connection dimension statement “the brand creates an eco-friendly impression received a mean score of 3. 

This result can conclude that the US consumer neither agrees or disagrees with the overall online brand eco-friendly impression. 

The item “the brand that makes you think about the state of the environment received a 2.7. This item rated negatively and is 

shown that it is not a brand asset to the brands used in the survey. According to Saari, et. al. (2017) eco-friendliness is an important 

factor when determining brand equity, however, this statement is not in accordance to the US survey findings in regards to the 

eco-friendliness rankings. 

 

The last important item added item is the statement that “the brand is mobile friendly”.  This item received a 4.1 rating which 

concludes that it is a brand asset to overall brand equity. The US somewhat agrees with the importance of this statement to online 

brands and therefore validates that it can be added into the online experience category for the ORS scale. 

 

5 CONCLUSIONS 

This research was conducted to see how well the ORS scale performs today, and to test two new dimensions, mobile-friendliness 

and eco- friendliness. It was also important to understand the level of importance that consumers assign to each scale item to 

ensure that it still reflects current wants and needs. This data validates the ORS scale items by asking respondents the 12-item 

statements used in the scale. The results from the analysis concludes that all but one of the ORS scale items are still align with 

digital brands. 

 

When testing mobile friendliness and eco-friendliness, two important dimensions in today's society, the survey statistics found 

mobile friendliness to have a higher importance than eco-friendliness. Eco-friendliness scored between a mean of 2.7 and 3.1 

which is not viewed as “very or somewhat” important for online brands and does not accurately capture the concept of 

sustainability.  To further build the ORS scale, the survey asked an additional open-ended question, “What else do you value 

about online brands?”. Responses varied, but found that across all three countries participants mentioned “free shipping & 

returns”, “customer support”, “price”. These dimensions should be considered as important dimensions for future research. 
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The overall conclusion of this research is that the ORS scale, which is the first scale that has been developed to measure the value 

of online brands, is reliable but needs to be continually validated so that it is an effective measure of online brand equity in an 

environment where technology and consumer attitudes and behaviors are constantly changing. 

 

6 FUTURE RESEARCH 

Future research should address the limitations of this study, namely any distortions in the data due to the demographic skew. 

There needs to be an effort that tests the ORS scale among a more balanced sample, or in a sample large enough to analyze key 

consumer segments and demographic groups. A key finding of this research is the identification of new items that should be 

included in the development of the ORS scale. The consumer open-ended mentions of “what else do you value about online 

brands?” did yield attributes not yet considered in the current study. They are concerned mainly with aspect of (free) shipping 

and returns, delivery/shipping options, customer support and price/value. Future research needs to expand the ORS scale to 

include these items, and optimize a construct to best measure the importance of “sustainability”. 
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ABSTRACT 

Analytical thinking skills are necessary for MBA students to acquire knowledge in an ever-changing world.  Systems thinking 

and design thinking are two important types of analytical thinking in business education.  This paper presents the approach to 

teaching systems thinking and design thinking for MBA students in the Information Technology Management course. 
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1 INTRODUCTION 

While there are many views on business education, one vision of effective business education is to teach thinking skills for 

business students (Dunne and Martin 2006).  The standards for business schools accreditation of AACSB (Association to 

Advance Collegiate Schools of Business) suggest that business education is about fostering analytical thinking skills (AACSB 

2019). 

 

Research (Wang and Wang 2011) indicates that rational thinking, systems thinking, and design thinking are three general 

analytical thinking paradigms for business education.  Rational thinking is the thinking ability to explore a problem, integrate all 

the available information about it, derive a decision, and justify the decision (Simon 1976; Kida 2006).  Systems thinking is the 

thinking ability to identify interdependent components or factors of the subject system and their impacts on each other (von 

Bertalanffy 1998; Emery 1981; Checkland 1981; Senge 1990; Mitroff and Linstone 1993).  Design thinking is the thinking ability 

to develop a plan of processes as a means of solving managerial problems (Simon 1996).  This paper focuses on teaching and 

learning systems thinking and design thinking for MBA students in the Information Technology Management course.  The rest 

of the paper is organized as follows.  Section 2 presents the approach to teaching systems thinking and design thinking.  Section 

3 discusses assessment.  Finally, section 4 concludes the paper. 

 
2. TEACHING SYSTEM THINKING AND DESIGN THINKING 

 

Visualization of Systems Thinking and Design Thinking 

Visualized cognitive maps have been shown to be useful for the communication of an individual’s or a group’s systems thinking 

(Eden and Ackermann 2004).  Cognitive maps have been used extensively in the areas of policy analysis (Axelrod 1976), 

administrative sciences (Klein and Cooper 1982), strategic development for the organizations (Ackermann and Eden 2011), and 

system dynamics modeling (Kunc 2012) for decades.  Many variations of cognitive maps have been designed for specific 

applications.  SODA (Strategic Options Development and Analysis) map (Eden 2004) is chosen for this study because it has 

been widely discussed in the business field for longer than a decade.    

 

A SODA map is a hierarchical graph as shown in Figure 1.  Factors are linked by one-way arrows.  In other words, a SODA map 

has no loop.  This is because loops make the network analysis overly complicated.  Practically, one can collapse the feedback 

loop to a single node by changing the descriptions of factors.  Connections between factors could be positive or negative.  Positive 

signs of the connections are often omitted.  The factors on the bottom of the SODA map are active factors, called options, for the 

concerned problem or issue.  The factors on the top of the SODA map are goals or negative outcomes of the concerned problem 

or issue.  The choice of factors and their connections expresses the content-based core concepts of the system.  The process of 

analysis of the system forms references to the descriptions of factors.  An effective analysis process is to detect the best ways of 

representing and displaying the directed graph.   
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Figure 1. An Illustrative Example of SODA Map for Systems Thinking   

 
 

A recommended framework of SODA map for this course is exhibited in Figure 2.  As shown in Figure 2, there are two types of 

options: IT strategic options and organization strategic options. The top layer specifies the ultimate goals.  The new business 

strategy or anticipated status of key issues of the business can be indicated between the options and goals.  All factors influence 

the system dynamics the options could reach the business strategy or the anticipated status of key issues of the business, and 

could in turn reach the ultimate goals. 
 

Figure 2. A Framework of SODA Map Used for the Information Technology Management Course 

 
A flowchart is a type of diagram that represents a process, showing steps of the process in certain sequences and the conditions 

for the paths of the process.  Flowcharts are used to articulate design thinking to develop a plan to achieve a goal.  Figure 3 

presents an example of flowchart to visualize design thinking. 
 

Figure 3. An Illustrative Example of Flowchart for Design Thinking 
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Measuring Systems Thinking and Design Thinking 

A SODA map or flowchart is a graphic representation of the subjective conceptual model of the system or problem solving plan.  

The following criteria are used to assess students’ systems thinking based on their SODA maps. 

• Meaningful goals 

• Good number of relevant factors 

• Significant options 

• Strong strategy development. 

 

The following criteria are used to assess students’ design thinking based on their flowcharts. 

• Good number of steps 

• Meaningful sequence of steps 

• Significant situations 

• Strong planning 

 

Rubrics formalize the criteria for assessing systems thinking and design thinking using SODA maps and flowcharts to clarify 

teacher’s expectations, to evaluate student’s competency of systems thinking and design thinking using SODA maps and 

flowcharts, and to provide detailed feedback for students. 

 

Process for Teaching and Learning Systems Thinking and Design Thinking 

Team learning (Park et al. 2013) and case analysis (Barnes et al. 1994) are two well established teaching and learning approaches 

in MBA education.  Team learning provides a learning environment and procedures where students are actively involved in 

learning.  On the other hand, case analysis allows students to take on the roles and responsibility of managers in real-world 

situations.  The combination of the two approaches for teaching and learning analytical thinking becomes natural.  First, the team 

learning is extended to cross-teams knowledge sharing.  Second, business cases are taught from the perspective of analytical 

thinking beyond the course contents.   

  

Multiple-teams-based teaching method is applied in combination with case analyses.  The objective of multiple-teams for analysis 

thinking is to generate a SODA map or a flowchart to address the problems presented in a case.  The analytical thinking focuses 

on a consolidation of systems dynamics or long-term planning to fully recognize the relevance of the problem of the case to the 

course contents.   

 

The theoretical foundation of multiple-teams approach is the extension of team learning (Rassuli and Manzer 2005) into 

community of practice (Wenger 2000) and cross-teams knowledge sharing (Bartol and Srivastava 2002).  The premise of 

multiple-teams approach is that the best analytical thinking can be reached when all (i.e., as many as possible) students work as 

a learning community on the case under the supervision and guidance of the instructor. Teams can be great vehicles for analytical 

thinking development.  Team members can build on each other’s ideas to develop insights of system behaviors and long-terms 

process for problem solving.  However, a separated-team approach has limitations.  A large team needs substantial coordination 

effort, and a small team can get isolated, especially when teams are formed on a voluntary basis in the educational environment.  

Isolated teams tend to use the same approaches, tools, and ideas repeatedly which lead to limitations in analytical thinking.  

Multiple-teams approach is an across-teams approach which follows the communities of practice approach for knowledge sharing 

through interaction and iteration. 

 

SODA maps and flowchart are used as instruments for fostering analytical thinking.  The multiple-teams approach is a process 

designed for case analysis to develop SODA maps or flowcharts as a tangible product of knowledge sharing among students to 

develop analytical thinking skills.  Clearly, in comparison with the traditional case analysis methods such as individual 

participation and ordinary team case competition, the multiple-teams approach highly underlines cross-teams knowledge sharing 

for effective development of analytical thinking skills.   

 

3 ASSESSMENT 

The effectiveness of analytical thinking is the key criterion for assessment of a teaching approach.  It is difficult to use all 

objective measures of the effectiveness of analytical thinking skills which involves complex cognitive activities.  Two methods 

have been used to assess the approach to teaching systems thinking and design thinking: analysis of the quality of students’ case 

analysis results and survey of students’ subjective opinions of the approach to learning systems thinking.  To evaluate the quality 

of students’ case analysis outcomes, two sets of team case analysis reports were used.  The first set of reports were generated by 

the teams before the teaching approach was introduced, and the second set of reports were generated by the teams who applied 

the present teaching approach. The classes of the two sets of reports were taught by the author over the past several years.  The 

two categories of classes were the same MBA course, spent the same course contact hours, required the same textbook (with 
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three different versions), and used the same course syllabi except for the systems thinking element.  Twenty (20) team case 

analysis reports in each of the sets were randomly selected, and were examined by the author.  The quality of overall strategy 

derivation was measured for each team’s work.  The t-test (t36=2.64, p<0.007) indicated the improvement of case analysis quality 

after application of the teaching method for fostering analytical thinking.  The subjective opinions of students reveal students’ 

confidence level in learning analytical thinking.  Clearly, the sample of this study was small, the data source was limited, and the 

assessment by the author could be biased towards the teaching method.  Thus, the result is preliminary.  More independent studies 

are needed to verify and improve the present teaching method. 

 

4 CONCLUSION 

The teaching approach to fostering analytical thinking for MBA students has been applied in the Information Technology 

Management course.  Students’ work and opinions have indicated their positive learning experiences and overall satisfaction 

with this approach.  Our observations indicate that students like to share knowledge in developing analytical thinking skills. 

 

This study has made contributions to teaching analytical skills in three aspects.  First, this study has changed the traditional 

business case analysis method by adding thinking skills development while teaching fundamental contents of the course.  Second, 

it has formalized instruments for teaching and learning systems thinking and design thinking.  Third, teaching analytical thinking 

needs to focus continuously on the process of students’ ways of thinking.  The most compelling implication of this study for 

business education is the recognition of knowledge sharing procedures among the MBA students in teaching analytical thinking.  

This study informs instructors and administrators of the potentially positive effect of pedagogical design on teaching business 

students’ analytical thinking. 
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ABSTRACT 

Based on the institutional background of China's economic development and transformation, in this paper, we investigate whether 

cooperative networks promote enterprise innovation in China using the World Bank's 2012 survey data on Chinese companies' 

operations. We found that (1) the diversity of cooperative networks significantly increased the enterprises’ probability of carrying 

out innovative activities; (2) different cooperation networks have different impacts on corporate innovation: i.e. both “enterprise-

customer” corporative network and the “enterprise-research organization” corporative networks have significantly increased the 

probability of enterprise innovation, but the “enterprise-supplier” network has hindered the corporate innovation. (3) After 

considering the characteristics of corporate heterogeneity, the cooperation network will benefit innovation for high-tech 

enterprises than for low- and medium-tech enterprises in China. Our research contributes to the literature by providing significant 

insights for the companies to understand their innovation mechanism and also offering meaningful enlightenments for relevant 

policy-making departments. 
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ABSTRACT 

While the wine industry has been established for centuries across the globe, the wine industry in the United States is a relatively 

new entrant into this market. Within the United States, wine producing regions such as those located in California, Oregon and 

Washington stand out due to the volume of wine produced and also due to the increasingly recognized quality of these wines.  

However, there are many less well-known wine producing areas in the United States including the New England states. This 

initial study is intended to gather information on the wine industry in New England – the  producers, the types of wines produced 

and the economic impact of this region’s wine industry. This multi-billion-dollar New England Industry may not be as well-

known, but it is definitely something worth “toasting” about in terms of its current economic growth and its prospects for the 

future. 

 

Keywords 

Wine Industry, New England Wines and Economic Impact of New England Wines 

 

1 INTRODUCTION 

While east coast wineries, and in particular, New England wineries, are often seen as the much younger and much less well-

known wineries in the United States, there has been much growth in the past 20 years. Data collected in 2017 by the National 

Association of Wineries shows that the direct economic impact of the Massachusetts Wine Industry provided over 23,000 jobs, 

over $800 million in wages and over $1.7 billion in output (see tables in section 7 for more details).  Comparable numbers in 

2017 for the state of Connecticut were as follows:  over 8000 jobs, over $320 million in wages, and over $781 million in output 

(http://wineamerica.org). 

 

This preliminary study hopes to start to provide more details on the operations of wineries and grape growers in New England 

and the impacts they have had in recent years on their local and state economies. 

 

2 LITERATURE REVIEW 

One of the first national studies on the wine industry in the United States was conducted by the MKF Research Group and was 

released in 2007 by the Congressional Wine Caucus (Cattell).  This study indicated that even in the early 2000s that the wine 

industry’s contribution to the U.S. economy was more than $162 billion.  “Grapes, wine, and other grape products are truly an 

economic catalyst with tremendous growth potential in all 50 states.” (Cattell, p. 228). 

 

Most of the wineries in the eastern United States are on a small scale compared to their west-coast peers, and while those in 

Connecticut, Massachusetts and Rhode Island are considered more developed compared to those in the other New England states, 

they are still in the early stages of organization needed for mass production (Thomas).  Shipping issues have been a key concern 

regarding  the growth of many small wineries both inside and outside of New England. Massachusetts started to allow direct 

shipping of wine to consumers in 2015 (Taylor, MENA, Cattell).  This is a critical step for the future expansion of Massachusetts 

wines. Additionally, many small wineries in New England have achieved more success by working together and forming joint 

marketing and lobbying associations (Cattell).  One such effort is the Massachusetts Farm Wineries and Growers Association, 

which has been sponsoring many events such as the “Crush Wine Festival” (https://www.masswinery.com/). 

 

Obert and Obert feel that America’s second wine revolution may be in New England.  New England wineries both grow their 

own grapes for 100% New England wines and also import the grapes from other areas of the United States and Europe for their 

winemaking efforts.  

 

http://wineamerica.org/
https://www.masswinery.com/
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3 NEW ENGLAND WINERIES PRELIMINARY STATISTICS 

Based upon our own research of open wineries with active Internet sites, we found that there are approximately 110-120 active 

wineries in New England.  The distribution of wineries and grape growers varies among the states with approximately 25 in 

Connecticut, 30 in Massachusetts, 20 in Maine, 10 in New Hampshire, 10 in Vermont and 20 in Rhode Island.  In the past 20 

years, the number of wineries in New England has expanded, and in particular, the number of wineries in New Hampshire, Maine 

and Vermont have more than tripled (Cattell).   

 

4 NEW ENGLAND WINES/GROWING AREAS 

There were many poor starts by wine producers in the Eastern United States as the demand for wines in the styles of those 

produced in California urged these producers to plant similar grapes to those found in California and to try to “mimic” those 

wines (Thomas).  There are many different varietals produced in New England due to the varied climates.  Grapes must adapt to 

the changing weather patterns and vineyard managers in New England are starting to use more sustainable farming techniques 

and renewable resources (Jones).   

 

The Eastern United States had 3 distinct geological regions where grapes grow best: benchlands, Atlantic uplands and mountain 

areas.  The benchlands are “dominated by sand, sediment and stony glacial debris” (Thomas) and this terrain is the found in New 

England in southeastern Massachusetts, as well as along the Rhode Island and Connecticut coastal areas.  The weather is mild in 

these areas and the wines produced in these areas are often considered softer and lower in acidity. Chardonnay and other grapes 

used in white wines production grow well near the coast. The Atlantic upland region in Western Connecticut is characterized by 

hills, mineral-rich soils and a long growing season.  The wines have a “balance of sweetness, acidity, and alcohol [along with] 

rich and intense flavors.” (Thomas)  Limited mountain areas in New England also may have dry air microclimates conducive to 

heartier grapes (Lee and Gartner). Vermont wines, for example, tend to be fresh and crisp due to the cold winters and periods of 

hot weather in the summer (Gershman).  Marquette is a red varietal that is winter hardy and may be considered the “grandchild 

of pinot noir [but] with more body.” (Gershman, p. 4).  

 

A website survey that we conducted for all New England wineries currently open showed the following types of grapes/wines 

being produced or sold and the number of wineries working with these varietals. 

 
Marquette   Frontenac    La Crescent Chardonnay Seyval 

11             7                6           42             5 

Vidal Blanc  St. Croix   Vignoles    Marechal   Cayuga 

13            11              3                2              14 

Syrah  Fruit  Ice  Dessert 

10  61  14    18 

 

5 CONCLUSION/WHAT IS NEXT? 

The data comparing the New England wine industry to that of its more developed competitors in the United States shows this 

region in its initial growing stages.  Comparing the established California wine industry with just Massachusetts within the New 

England region, for example, shows direct economic impacts at vastly higher amounts.  As shown in the first sections of the 2 

comparison tables from 2017 in section 7, there are more than 10 times the number of jobs higher in California,  with tourism 

employment over 150 times higher.  Regarding the overall wages in the industry, those in California are over 13 times higher 

than those in Massachusetts and direct output is more than 16 times higher when comparing the 2 states.  The comparisons for 

the economic impacts for supplier to the wine industry are even more staggering as shown in the second section of the tables that 

follow. 

After gathering this initial information about the New England wine industry, we plan on conducting our own surveys of the 

wineries in the region in order to find original information about their current production and economic statuses and what their 

plans are for the future.  Future survey questions might include the following. 
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1) What wines do you produce and how many cases of each are produced annually? 

2) How do you promote your wines? 

3) How do you currently sell or distribute your wines? 

4) Does your winery participate in local or national associations to help promote your wines and other products? 

5) What are the demographics of your customer base? 

6) Do you receive any economic incentives from your state or local governments to produce/sell grapes and wine? 

7) What are the key successes that you have achieved in the last 10-20 years? 

8) What are the key impediments that you face in order to increase your success or to be successful in the future? 
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7 APPENDICES – COMPARISON OF MASSACHUSETTS VS. CALIFORNIA 2017 ECONOMIC DATA 

    
(Source: The National Association of American Wineries—with tables prepared by John Dunham & Associates) 
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ABSTRACT 

The objective of this study was to understand business students’ career expectations and their perceptions of business majors’ 

careers, particularly about accounting as a career choice. The study explored the dynamics that influenced students’ decisions 

regarding the selection of a career choice. A survey was distributed to students of the school of business in a small private college 

in New York State in 2018. In answering the question ‘what major will grant you a job upon graduation?’ about 47% of the 

students selected accounting. The majority of the students, about 64%, said family was the most influential factor in their decision 

for selecting a major. The influence of friends and instructors was minimal. The impact of taking a course in accounting was 

positive in enhancing the selection of accounting as a major. Students mentioned that stability, money, flexibility in scheduling, 

and prestige are the most important actors when selecting a career path.  
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1 INTRODUCTION  

The objectives of the study are to understand what expectations students have for their careers, how students perceive different 

career opportunities, and how their perceptions influence their career choice decision. Several studies have looked at this topic 

(Blay & Fennema, 2017; Mbawuni, 2015; Tan & Laswad 2006; Kim & Cangelosi 2002; Geiger & Ogilby 2000). In a study 

which used the theory of planned behavior to study students' intentions to major in business, it was found that subjective norm 

(such as influential others) was a key factor in students' decisions to major in business. In addition, it was found that business 

schools do not provide timely and accurate information to assist students in making decisions about selecting a major (Hiatt, M., 

et al 2018). Another study that focused on the impact of media on major choice found that news consumption predicted the 

selection of journalism as a major (Hoag, A. et al, 2017). 

 

Other studies have examined the status of the introductory accounting course and its impact on students’ performance in their 

majors (Wooten, 1998; Bernardi & Bean, 1999). Other researchers attempted to answer the question of whether the introductory 

accounting course can attract higher GPA students to majoring in accounting (Riordan & Matoney, 1996). One of the main 

findings of Riordan & Matoney indicated that students who selected accounting as a major after taking the introductory 

accounting course had higher GPAs than students who did not. While not conclusive evidence, individual faculty members 

assigned to teaching the introductory accounting course may exert some influence on students’ decisions for choosing accounting 

as their major (Daroca & Nourayi, 1994).  

 

Some studies concluded that course performance has no impact on students’ decisions to select accounting as a major (Stice, 

Swain and Worsham 1997, Adam et al. 1994).  Adam et al. found that the most critical factor influencing a student’s decision to 

select a major was his or her “genuine interest” in the field, and not performance. Most studies point out that performance should 

be used as a screening strategy rather than an indicator of preference.   

 

This study will focus on identifying factors other than performance that affect the decision to major in accounting. It will focus 

on students’ profiles and will explore the social factors that may affect students’ major selection. This study will not examine the 

relationship between students’ perceptions of the introductory accounting course and the decision to major in accounting. 
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2 METHODOLOGY AND RESEARCH FRAMEWORK 

The objective of this research project is to understand business students’ career expectations, and their perceptions of business 

majors’ careers. A survey of two parts was designed to collect data and answer the study objectives. The first part focused on 

how students perceive majors and careers and factors influence these choices, and the second part focused on students’ work 

values and habits.  

 

PART A:  

1- What is one major that interests you the most now? 

2- Has exposure to an accounting course influenced your choice? 

3- What major will grant you a job immediately upon graduation?  

4- Have family members, friends, instructors encouraged you to pursue this major?  

5- Have you had any work experience?  

6- Which profession is most prestigious, in your opinion? 

7- What is most important to you when selecting a career path?  

 

PART B:  

 1- I work best when things are orderly and calm. 

2- I am confident in my abilities to perform difficult tasks. 

3- I am an organized person. 

4- I have difficulty telling others they made a mistake. 

5- I like to help others learn new things.  

6- It is usually not important to me to be the best. 

7- I am a competitive individual. 

8- I like games that are winner-take-all.  

9- I frequently evaluate my performance and adjust accordingly. 
 

The survey was distributed to students of the school of business in a small private college in New York State. It was administered 

during 2018. A total of 72 out of 102 business students completed the survey. The profile of the participants is summarized in 

Table 1. The majority of students who participated in the study were freshmen and sophomores (82%). Only 18% were juniors. 

About 74% were males and 26% were female students.  About 40% of the respondents work in a part time capacity, 14% in a 

full job capacity, and about 39% mentioned that they have no work experience (Table 5). 

 

3 RESULTS AND DISCUSSIONS  

The results are presented in Tables 1 through 8. In answering the question ‘what major will grant you a job upon graduation’, 

about 47% of the students selected accounting and 21% selected management. Human resources was perceived as the least major 

to grant a job upon graduation (see table 2). However, in answering the question ‘which profession is most prestigious’, only 

about 26% selected the option of working as a CPA, while about 39% selected the option of owning a business as most prestigious 

(table 4).  

 

In answering the question ‘who encouraged you the most in selecting a major’, 64% of the students said family. The influence 

of friends and instructors was very low at 8% for each category (table 3). The impact of taking a course in accounting was positive 

in enhancing the selection of accounting a major (table 8).  

  

Students mentioned that stability, money, flexibility in scheduling, and prestige are the most important actors when selecting a 

career path. On a scale 1 to 7, stability was 6.6, money was 5.9, flexibility in scheduling was 5.4, and prestige was 5.2 (see Table 

6 ).  

 

Table 8 provides some insights about the students’ perception of their work habits and traits. The items in the table were scored 

on a scale of 1 to 7, 1 being least and 7 being the most. For example, students mentioned that they have faced difficulty in telling 

others they made a mistake (3.9/7). In addition, it is not important to them to be the best when completing a task (3.7/7). They 

also scored relatively low on the statement “I can get others to do what I want them to do” (4.8/7). 
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Table 1. Profile of study participants (N = 72) 

Gender Female 25.8% 

  Male 74.2% 

School Year Freshman 47.0% 

  Sophomore 34.8% 

  Junior 18.2% 

  
Table 2: What major will grant you a job upon graduation? 

Profession  Frequency 

Accounting 47.2% 

Management 20.8% 

Marketing 12.5% 

Human Resources 1.4% 

Other 18.1% 

  
Table 3: Who encouraged you the most to pursue your major? 

Profession  Frequency 

Family 63.9% 

Friends 8.3% 

Teachers 8.3% 

Other 19.4% 

  
Table 4: Which profession is most prestigious? 

Profession  Frequency 

Owning your own business 38.9% 

Working as CPA (certified public accountant)  26.4% 

Working as a medical doctor in a hospital 22.2% 

Working as a business analyst in a company 8.3% 

Other  4.2% 

  
Table 5: Have you had any work experience? 

Type Frequency 

Part Time 40.3% 

Full Time 13.9% 

Internship 6.9% 

None 38.9% 
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Table 6: What is most important to you when selecting a career path?  

Element  Max 7 

Stability 6.6 

Money 5.9 

Flexibility in scheduling  5.4 

Prestige 5.2 

Scale 1 to 7, 1 not important, 7 very important 

  
Table 7: Has the exposure to this accounting course this semester 

influenced your choice? 

YES 57% 

NO 43% 

   
Table 8: Rate the following (1 is least and 7 is most) 

 

1 I work best when things are orderly and calm. 6.03 

2 I am confident in my abilities to perform difficult tasks. 6.04 

3 I am an organized person. 5.46 

4 I have difficulty telling others they made a mistake. 3.89 

5 I like to help others learn new things. 5.8 

6 It is usually not important to me to be the best. 3.71 

7 I am a competitive individual. 5.79 

8 I like games that are winner-take-all. 5.39 

9 I frequently evaluate my performance and adjust accordingly. 5.6 

10 I can get others to do what I want them to do. 4.83 

  Scale 1 to 7, 1 least, 7 most,    

  
4 SUMMARY  

The objective of this study was to explore key factors influencing students’ attitudes towards the selection of business majors. 

Findings from the study provided valuable evidence that the selection is influenced by a mix of subjective norms such as family, 

as well as with objective norms such as the belief that the major selected will provide them with highest chance to get them a 

job. Business schools should be more active in providing the students with timely information via seminars or classrooms about 

majors and jobs, thus helping them select the most appropriate majors for their needs.  
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ABSTRACT 

This article argues for the introduction of courtroom drama as a way to improve role playing and simulations in management 

curricula.  In courtroom drama pedagogy (CDP), the instructor assumes the role of judge-inquisitor who creates courtroom 

characters in the classroom to create a better learning environment and experience.  The interaction in the courtroom/classroom 

not only creates vivid images, but makes the subject matter alive and real for the student.  The author draws on his extensive 

courtroom experience as a trial lawyer to better teach critical thinking in the classroom. 

 

Keywords 
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1 INTRODUCTION 

Higher education has been under heightened criticism for not being able to train students for problem solving in the work 

environment (e.g. Arevalo et al., 2010; Tynjälä and Gijbels, 2012; Tynjälä 2008; Hernández-March et al., 2009; Moncrief, 1991).  

This challenge is no greater than in undergraduate business or management curricula, where there is heightened employer 

expectation that an employee holding a business degree has the ability to solve business problems, or, at the very least, 

meaningfully contribute to the problem-solving regime of the business.  As a result, role playing and simulations are on the rise 

to better train the student in problem solving.  

 

Drama-based pedagogy (DBP) uses active and dramatic approaches to engage students in academic learning through activating 

dialogue, theatre games, image work and role work (Dawson and Lee, 2018).  Courtroom drama pedagogy (CDP) amplifies DBP.    

 

2 DEFINING COURTROOM DRAMA PEDAGOGY 

Before entering the world of higher education, the author spent thirty-five years as a New York trial lawyer in a variety of roles.  

Arguing a case before a panel of jurors is a unique endeavor and is certainly different from arguing a case before a judge.  Indeed, 

lawyers who are brilliant and effective at arguing cases before judges, such as appellate lawyers, can fall flat when before lay 

jurors simply because the audience is different, which, in turn, creates a different kind of drama.  As a result, the communication 

tools need to be augmented.  When implementing CDP in the classroom, it is important to understand the differences.  

 

For starters, judges are well-versed in the law.  By the time they hear the lawyers present an oral argument, they have read 

extensive briefs and cases and have discussed the law and the facts with their law clerks.  In many instances, the judges’ law 

clerks have prepared a so-called “Bench Memo” that summarizes the legal arguments and the salient cases.  Some judges take it 

upon themselves to even conduct their own legal research and read the actual cases.  Thus, before the lawyers ever begin to 

speak, the audience is informed, well-prepared and perhaps even eager to hear the lawyer’s story about the case.  This is not true 

with respect to jurors.  Nor is this true with respect to the average management student. 

 

If the court is located in a heavily populated urban environment, a panel of jurors will be comprised of a widely diverse group of 

people with varying life experiences and educational and cultural backgrounds.  Some may have business degrees, some may 

not even have a secondary education.  Some may be professionals, while others may be manual laborers.  And because of the 

differing juror strategies, different lawyers may seek different juror backgrounds, which, in turn, compounds the diversity within 

the juror panel.  Most undergraduate institutions enjoy a similar diversity in its student body. 

 

What each juror holds in common – the tie that binds them all – is the lack of knowledge of the law.  Lawyers are rarely selected 

to serve on a jury.  Perhaps the juror has had some experience with the law, but they will not know the nuts and bolts on what 

the law entails.  And for whatever reason, jurors are not instructed on the law until the very end of the case, after all the witnesses 
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have testified, after all of the documents have been presented and after the lawyers have argued their case position.  But during 

the trial, they hear testimony, they see documents and begin to make judgements.  They intuitively begin to solve the problems 

presented by the case, even though they have no knowledge of the law itself.  The business student is in the identical predicament.   

 

Similar to that of jurors who know nothing of the law, a business student enters the classroom as a tabula rasa.  Of course, the 

student has had plenty of experience with reading, writing and arithmetic, as those disciplines are taught in great detail prior to 

the student’s arrival at an institution of higher learning.  College level courses in these disciplines are just a segue.  But a business 

student usually first encounters business courses at the undergraduate level.  

  

The management instructor’s greatest challenge is teaching the student critical thinking and analysis.  Getting the student to leap 

from the book report to a business assessment and action plan can be a Herculean task.  Most underclass students do not even 

know what critical analysis is – they regurgitate text material without analysis or opinion and yet think they are performing some 

sort of analysis.  Thinking about the problem critically is something very foreign to the business student simply because they 

have no prior experience in doing so.  And while business law provides the student with the perfect construct in which to engage 

the student in critical thinking, the pedagogical approach advocated here applies to all business and business-related courses, as 

will be seen.  

 

3 THE CLASSROOM AS COURTROOM STAGE 

Who does not like a good story?  A trial lawyer will tell you that you need a good story to keep a jury interested.  In business 

instructor similarly needs a good story to keep the classroom interesting.  While reading a case study is, in some measure, a story 

of sorts, usually the material is so dry that students find it is difficult to read with any interest.  However, when the student is part 

of the story, when the student is part of the drama unfolding in the classroom, like the drama that unfolds in a courtroom, the 

exercise piques the student’s interest.  Now, the student is helping to write the story itself and is part of the story itself – they 

own it.  That is, by being a part of the courtroom stage production, the student owns the story.  

 

People think in pictures.  In Paleolithic times, human beings began communicating through the use of pictures – perhaps the best 

examples are the cave drawings in Lascaux, France.  Jury consultants will tell you that a winning trial strategy must involve 

demonstrative exhibits, which are nothing more than a picture that tells a story.  For example, valuing a limited partnership 

interest in an entity that owns a real estate housing complex regulated by the U.S. Department of Housing and Urban 

Development, or “HUD,” might seem fairly straight forward using the balance sheet and other financial statements of the entity.  

There are assets and liabilities and income and expenses.  But how do you convey the idea that a certain large asset on the balance 

sheet, such as a reserve, should not be considered for valuation purposes because the asset may not be used without the express 

written permission of HUD.  An asset is freely alienable only if the owner does not need the permission of any other party.  If 

HUD consent is required before it is used, however, the asset is restricted and should not be used for valuation purposes.  The 

first author addressed this issue at a valuation trial and used a demonstrative exhibit to prove the point: An illustration of money 

bags locked in a jail cell with a policeman guarding the cell wearing a HUD badge.  The picture was worth a thousand words. 

 

As with every set design for a drama, the instructor must set the classroom stage with pictures.  Painting the drama begins with 

a willing student participant or two.  Let us say the study is damages in connection with the breach of a construction project.  

There are thousands of written cases that the student may read to understand this concept, but those are someone else’s story, it 

is someone else’s drama. 

 

But if a student is called-upon and asked to describe what she is visualizing for a hypothetical dreamhouse, and the student is 

asked to describe the details, with some vigorous suggesting by the instructor, the example begins to come alive with vivid 

details.  A boring case about structural defects in the construction of a factory now becomes a case about a glamorous beach 

house in Miami, with midcentury modern furniture and an infinity pool.  The student-owner is enjoying a latte in a spa robe on 

the pool deck.  Now enters another student into the drama, who is playing the part of the contractor.  The student is asked to 

name her company, the car she is driving.  The two students meet and they discover structural defects in the foundation.  Now 

the drama unfolds.  This is not a slow leak.  All of sudden the ocean violently begins to gush in and flood the entire house.  This 

hypothetical is now a motion picture.  The instructor enlists other students to argue each side of the case.  What are the arguments?  

What are the damages?  What is the action plan?  In addition to being judge-inquisitor, the instructor assumes the role of orchestra 

director, calling upon the various parts of the orchestra to play the symphony. 

 

4 CONCLUSION 

Students no longer solely rely on a textbook as their learning tool.  They are sophisticated consumers of video and pictorial 

media.  The more the classroom resembles the media to which they are accustomed, the more intuitive the classroom will become 

for a more effective learning experience.  From viewing television, motion pictures, and YouTube videos, students are already 
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familiar with the courtroom and the drama within.  CDP utilizes the courtroom medium that makes the case study come alive; it 

becomes memorable. 
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