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The Editor’s Note
I am pleased to introduce ‘University of Wah Journal of Management Sciences’, the emerging journal in the
field of management sciences. UWJMS will provide a platform for the original research in the field of
management, marketing, finance, human resource management and economics. The objective of UWJMS is to
publish up-to-date, high-quality and original research papers alongside relevant and insightful reviews. As such,
the journal aspires to be vibrant, engaging and accessible, and at the same time integrative and challenging.
Each issue of the journal will incorporate mix of qualitative and quantitative research papers covering emerging
aspects of management sciences.
Our editorial policy is governed by independent quality control, blind peer-review, strict adherence to HEC
policy requirements, zero tolerance to plagiarism and adherence to academic ethics in publishing. These guiding
principles are guaranteed by our Editorial/Advisory Board that contains world class national and international
scholars of high repute who have great contribution in the field of management sciences. This issue contains
the research related to the areas of marketing, management, finance, and organizational change. We are grateful
to our contributors of this issue. Our team led by imminent scholars and administrators aspire to lead this journal
to reach the height of perfection, and authenticity in the field of management sciences. We are pleased to share
that we aspire to make this journal a world-class publishing platform by producing original research and getting
membership in renowned abstracting agencies. Our goal is to make it recognized journal by all regulating
agencies including HEC very soon. It is only possible when the contributors of this journal share their valuable
wisdom in the shape of up-to-date knowledge in the form of research papers whether qualitative or quantitative
to this journal.
In conclusion, I would like to thank our Vice Chancellor (University of Wah) and all members of our Editorial
Board/Advisory Board and Contributors for joining us in this new fascinating and promising academic project.

Dr. Faiza Saleem
Editor-in-Chief
University of Wah Journal of Management Sciences (UWJMS)
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ABSTRACT
Purpose: This study aims to identify the necessary strategies that would improve the
teaching of cost accounting course at Palestinian universities in Gaza strip.
Design/Methodology: Five null hypotheses were developed and tested at 0.05 level
of significance. The population of this study was 40 accounting lecturers from 4
universities. The study instrument consisted of 76 structured questionnaires including
five fields “teaching planning, teaching resources, improving the teaching process,
classroom management, and teaching assessment”. Data were collected by delivering
40 questionnaires electronically and manually to the lecturers from Israa University–
Gaza and other Palestinian universities. SPSS software was employed for data
analysis, t-test analysis was used to test the study hypotheses.
Findings: The results of the study showed that the teaching process could be
improved through educational planning strategies.
Implications: It is recommended that cost accounting course lecturers at Palestinian
universities must work to integrate the set of strategies associated with improving
cost accounting education and learning. Additionally, government officials should
organize on-the-job workshops, seminars and training courses on how to use ICT
education resources for accounting education.
Key words: Teaching Planning, Teaching Resources, Classroom Management, And
Teaching Assessment, Performance Cost Accounting

1.

Introduction

Cost accounting, within their different levels, is considered a key part of accounting
decisions. It contributes necessarily to the economic growth of any State, whose contents are
designed in accordance with the instructions of the Ministries of Higher Education on the one
hand, and also with the contents and provisions of the National Certificate of Education on the
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other. Perhaps we emphasize the importance of cost accounting at multiple levels by adopting the
argument that a manager who cannot recognize and measure the costs of his or her products and
services, most or all of his or her decisions are wrong (Stratton et al., 1997).
In general, it can be said that there is a relative decrease in student performance and results
with respect to the three-level cost-accounting framework (Borges et al., 2014; Rissi &
Marcondes, 2011) (cost accounting principles, cost accounting (1), cost accounting (2) (advanced).
Student results fell to 41-43% in (Rissi & Marcondes, 2011), while in (Borges et al., 2014) they
reached 28-29%. In north-eastern Nigeria, the same range of results decreased to 32% (Edeh et al.,
2019). Data obtained from the Islamic University of Gaza (Academic Affairs of the Islamic
University of Gaza, 2021) also showed that success rates had declined over the previous five years
(2016-2020) and also for the three levels of ranking (93%- 77%), 84%- 68% and 82%- 65%). The
results obtained from the academic affairs of Israa University-Gaza showed the same trend over
the past four years. It has illustrated several studies Adegite and Adebowale (2017) and Edeh et al.
(2019) to highlight the attitudes of lecturers and their lack of dedication to the educational process,
poor educational planning processes, faulty selection of educational resources, failed evaluation
procedures, unsuccessful management classroom strategies, poor student interest in the
educational process, established students' thoughts of the difficulty of understanding the science of
the overall cost-accounting framework and containing many complex computations, details and
cost-measurement methods. Previous studies in this area have shown that it is possible to improve
cost-effective educational performance through skill development and education but not through
education.
1.1

Problem Statement

The problem of research is to identify the real reasons for the low results of the costaccounting framework at different levels. The problem of research also extends to identify
possible solutions, as well as the attitude of quality towards this problem, as well as to address
appropriate strategies to address that issue. Accordingly, the problem of research could be
reformulated in the following set of questions:
1. What are the real reasons for the low end-level educational outcomes of the costaccounting framework?
2. What solutions are proposed to address the difficulties in the educational performance of
the public cost accounting path?
3. What is the position of educational quality standards in addressing the low end educational
outcomes?
4. What are the appropriate strategies to address the low end educational outcomes of the
overall cost accounting framework?

2
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Appropriate strategies for addressing low end educational outcomes of the overall cost
accounting framework can be grouped into:
a. What are the most important educational planning strategies required to improve the
teaching process of the cost accounting framework in the faculties of commerce
(administrative and financial sciences).
b. What are the most important educational resource strategies required to improve the
teaching process of the cost accounting framework?
c. What are the most important strategies for improving the learning process of the cost
accounting framework?
d. What are the most important management classroom strategies required to improve the
teaching process of the cost accounting framework?
e. What are the most important educational evaluation strategies to improve the teaching
process of the cost accounting framework?
Accordingly, researchers agree that the problems faced by teaching cost accounting
can include 5 areas related to reconsidering educational planning from study plans,
capabilities and management of faculty members, expanding the provision of educational
resources such as technological devices, improving the education process itself, reconsidering
the classroom environment and the amenities and care needed, in addition to improving the
means and tools for evaluating student performance.
It is clear that the main problem of this research lies in the fact that the current teaching
performance without planning and agreed strategies. Which requires revealing what are the
best strategies in the areas of planning, resources, improvements, classrooms and performance
evaluation. Thus, the real problem in increasing the effectiveness of the teaching process
extends to the need to identify the opinions of experts in these five areas.
1.2

Purpose of the study
The study aims to identify the strategies required to improve the educational process of the
cost accounting framework in five areas: educational planning; educational resources; teaching
process; classroom management classroom strategies; and educational Assessment.
1.3

Study Hypotheses

1. There are no statistically significant differences between the average responses of Cost
Accounting Tract lecturers at Israa University-Gaza compared to the average of lecturers of
some other universities in Gaza towards the educational planning strategies required to
improve the teaching process of the Cost Accounting Framework.
2. There are no statistically significant differences between the average responses of Cost
Accounting Tract lecturers at Israa University-Gaza compared to the average of lecturers of
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some other universities in Gaza towards educational resource strategies required to improve
the teaching process of the Cost Accounting Framework.
3. There are no statistically significant differences between the average responses of Cost
Accounting Tract lecturers at Israa University-Gaza compared to the average of lecturers of
some other universities in Gaza towards the strategies for educational improvement required to
improve the teaching process of the Cost Accounting Framework.
4. There are no statistically significant differences between the average responses of Cost
Accounting Tract lecturers at Israa University-Gaza compared to the average of lecturers of
some other universities in Gaza towards the classroom management classroom strategies
required to improve the teaching process of the Cost Accounting Framework.
5. There are no statistically significant differences between the average responses of Cost
Accounting Tract lecturers at Israa University-Gaza compared to the average of lecturers of
some other universities in Gaza towards the educational assessment strategies required to
improve the teaching process of the Cost Accounting Framework.
2.

Methodology

The study was based on the design of descriptive research, in line with the (Osuala, 2004)
study, which helps researchers identify the conditions, need and information on which sound
decisions depend. This type of research helps to obtain information from the vocabulary of the
sample who have their opinions. The field study will be applied to a sample of participants
(lecturers in accounting departments) from several faculties of commerce (administrative and
financial sciences). The data collection tool was a questionnaire list designed to improve the
learning process of the cost-accounting framework at its levels. As long as the study community is
small and manageable, the relatively small community was used almost entirely in the study
(Uzoagulu, 2011), and was guided by the formulation of the targeted questionnaire list (Bell &
Waters, 2018).
The questionnaire list was divided into two parts, one for personal data about the
respondents, the other for five sections, according to the study's objective of obtaining strategies
for:
a. Strategies for required educational planning.
b. Strategies for required educational resources.
c. Education strategies to improve the teaching process
d. Class management classroom strategies.
e. Strategies for educational assessment.
The questionnaire list included five sets of questions, each associated with a particular type
of five strategies above the order. The interviewer was asked to choose one of the 5 options,
according to the Likert scale, to choose a value as follows: - Strongly agreed = 5, agreed = 4,
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neutral = 3, Disagree = 2, strongly Disagree = 1. The first set of questions (Educational Planning)
dealt with 20 questions and the second set of questions (educational Resources). Fourteen
questions, third group (Education for Improvement) 12 questions, and the fourth group
(Management classroom strategies) consisted of 18 questions, and finally the fifth and final set
(Educational Assessment) included 13 questions. The list as a whole therefore included seventyseven questions.
2.1

Validation of Tool (Questionnaire List)

The questionnaire list was presented to 3 experts (3 Assistant Professors) from the
Accounting Department of the Israa University-Gaza to express an opinion on the validation of the
list in the measurement process and on the validity of the expression and formulation of questions.
Some adjustments have been made that have served to finalize the final version. The researchers
provided the three experts with the research topic, Objectives of the Study, Research Questions
and Hypotheses. Experts were asked to emphasize the instrument used to ensure clarity and
appropriateness.
2.2

Reliability of the Questionnaire List

The Coefficient reliability of the questionnaire list was measured using the Cronbach's
Alpha using SPSS the parameter was 0.78 (The coefficient for education planning questions was
0.92, educational resources were 0.81, educational process improvement was 0.84, classroom
management was 0.88, and educational evaluation was 0.88, the total Coefficient reliability factor
was 0.84, which meant a higher Coefficient reliability.
3.

Data Analysis

The data collected using both mean and the standard deviation were analyzed using SPSS
for each of the five response groups listed in the questionnaire. The Super Limit of Numbers was
used to interpret the data analysed as follows:
Strongly Agree

4.50-5.00

Disagree

4.50-5.00

Strongly Disagree
Neutral

0.50- 1.49
2.50-3.49

Agree

3.50-4.49

The upper limit of 3-5 points has been used to determine whether the strategy is acceptable
or rejected, with the strategy accepted if it has 3.50 and above at 0.05. While a strategy with a
grade of less than 3.50 is not accepted. The five hypotheses were also tested by the t test at an
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indication level of 0.05, where the hypothesis is accepted if the P value is greater than 0.05, and
the hypothesis is rejected if the P value is less than 0.05.
3.1

First Group Answers (Educational Planning)
The aim of the first set of questions (20) was to arrive at the preferences of the participants
towards the choice of strategies associated with educational planning in the area of cost
accounting. The following tables summarize the mean and standard deviations of each group as
follows:
Table 2
No
Question Items
.
1
Review the adequacy of the study plan every agreed time
period.
2
Linking the study plan to the needs of society and scientific
research.
3
Participation of external parties in discussions on the
modification of the study plan.
4
To divide the study plan into work schedules and plan
modules according to the number of weeks per semester.
5
To plan the modules and divide them into separate lessons.
6
Selection of the student in the Accounting Department within
certain criteria
7
Pick the right educational content.
8
Identification of appropriate curricula and teaching strategies.
9
Participation of students in educational planning.
10 Select learning activities that help challenge and participate.
11 Involvement of students in the development of curriculum
objectives.
12 Development of the study plan in the light of comparisons
with local, regional and international universities.
13 Planning lessons that can be performed and distributed among
the Rapporteur
14 Advance planning of the ferries.
15 Select the appropriate teaching methods.
16 There is sufficient flexibility in setting performance
schedules.

M

SD

4.89

0.73

4.35

0.72

4.29

0.75

4.34

0.75

4.69
4.56

0.78
0.66

4.65
4.64
4.49
4.50
4.65

0.65
0.56
0.66
0.69
0.52

4.41

0.77

4.42

0.61

4.47
4.36
4.73

0.64
0.83
0.80
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17

Clearly describe terms and terminology when planning the
development of cost accounting skills.
18 Identifying the kind of questions that will stimulate collective
discussions
19 Discussion of weekly school schedules at the beginning of the
class within the Accounting Department
20 Maintenance of planned courses for comparison with actual
performance.
Mean and standard deviation of the group as a whole

4.36

0.81

. 4.37

0.72

4.78

0.74

4.77

0.84

4.54

0.71

Table 2 shows how to reach the mean and the standard deviations of participants' responses
to the "educational planning strategy" that would improve the teaching process of the cost
accounting framework. The same table also showed that the M ranges from 4.29 to 4.89, which is
higher than the real limit (3.00), in the sense that those sub-strategies can be used to improve the
teaching process. The table also reported that M is 4.54 for the group meant that the group agreed
on educational planning strategies, and that SD ranged from 0.52 to 0.84, which meant that there
was less difference in the opinions of the participants.
3.2

Second Group Answers (Educational Resources)

Table 3
No
Question Items
.
1
Provide instructions focused on planned objectives.
2
Provide a learning-based learning strategy starting with the
student.
3
Use indirect analysis techniques using role-playing.
4
Formation of students as groups for discussion, evaluation
presentations or analysis of problem-solving.
5
Using a learning approach on cost measurement methods
6
Facilitating the teaching process, especially during group
activities.
7
Summing up students' ideas in a coherent way at the end of
the educational programme.
8
Planning a collective project strategy to stimulate students.
9
10

7

Keep trying to deal with practical problems.
Use a mutual teaching strategy.

M

SD

4.50
4.38

0.52
0.50

4.35
4.30

0.51
0.50

4.45
4.28

0.53
0.28

4.36

0.48

4.56

0.50

4.29
4.36

0.64
0.48
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11

Making instructions and explanations clear, detailed and
specific during the submission of instructions
12 Use of appropriate learning strategies for active learning
Mean and standard deviation of the group as a whole

4.57

0.50

4.18
4.41

0.56
0.53

The strategies covered in table 3 were linked to those for the provision of educational
resources. The same table showed that M from 4.18 to 4.57, indicating that the participants agreed
on those strategies. The standard deviations ranged from 0.48- 0.64, which is higher than the real
limit (3.00) which also meant that participants were very much in agreement. The table also
showed that the mean of the overall group was 4.41 and that SD was 0.53.
3.3

Third Group Answers (Educational Improvement)

Table 4
No.
Question Items
1
The extent to which the cost ledger is used to explain how
accountants measure their cost.
2
The extent to which information technology is used to teach
cost accounting.
3
The extent to which Excel's electronic working papers are
used in the teaching process.
4
The extent to which sufficient student presentations are used
to explain key cost issues.
5
The extent to which electronic working papers are used to
teach flexible budgets and the cost of stages and contracts.
6
You use interactive boards in the teaching process.
7
Use of the Internet for the transfer of cost knowledge
8
Use of embedded cards in the teaching process.
9
The extent to which some off-the-shelf accounting programs
such as Authentic and others have been taught
10
The extent to which the video tool is used in the teaching
process.
11
The extent to which PowerPoint is used for teaching
12
Extent to which modern cost-accounting books are used
13
The extent to which sophisticated statistical methods are used
in the implementation of teaching and illustration
14
The extent to which the simulation method is used in the

M
4.28

SD
0.86

4.50

0.68

4.49

0.87

4.51

0.74

4.38

0.86

4.30
4.31
4.42
. 4.51

0.87
0.73
0.89
0.77

4.57

0.74

4.36
4.36
. 4.20

0.66
0.69
0.73

4.43

0.76
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teaching process.
Mean and standard deviation for the second group as a whole
4.41
0.72
Table 4 shows that the arithmetic community and standard deviations of the strategies
required to improve the teaching process of the cost accounting framework are strongly aligned,
and that the Mean ranges from 4.20- 4.57, which is higher than the real limit (3.00), in the sense
that these strategies can be used. It has also been shown that the Mean of the group of 14 strategies
is 4.41, which means that the participants strongly agree on strategies, and that SD of all elements
ranges from 0.66- 0.89, indicating that the two participants were close to each other in their
opinions and not far from the mean.
3.4

Fourth Group Answers (Management Classroom Strategies)

Table 5
No
Question Items
.
1
Development of norms, standards, educational goals,
expectations and results.
2
Implementation and control of established rules and
procedures.
3
Quietly responding to students' bad behavior to get their
attention back.
4
Arranging lecture rooms in a way that supports the
implementation of educational strategies.
5
Being selective when punishing students with bad behavior.
6
Provide stability to students before assessing their behaviour.
7
Ensuring health security in the classroom on an ongoing
basis.
8
Establish adequate and simple procedures for compiling
students' tasks and projects.
9
Show interest in the content of the training courses.
10 Adopt a class management strategy in which collaborative
learning is implemented.
11 Being honest when praising or rewarding students.
12 Focus more on positive behaviors.
13 In-class mobility to check students' follow-up
14 Packages and effectiveness when giving instructions.
15 Talking directly to students and calling them by their names

9

M

SD

4.38

0.61

4.29

0.52

4.47

0.50

4.43

0.49

4.34
4.37
4.30

0.50
0.50
0.51

4.43

0.55

4.23
4.45

0.53
0.53

4.23
4.46
4.46
4.29
4.34

0.52
0.67
0.52
0.61
0.48
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courtesy of them.
Ensuring that students have the necessary materials to study,
such as books and training
17 Recognize the talents, interests, strength, vulnerability and
readiness of students to learn.
18 Taking into account students being asked questions in a
direct, simple and fair manner
Mean and standard deviation of the group as a whole
16

4.23

0.42

4.46

0.50

4.41

0.49

4.38

0.52

Table 5 refers to the Mean and the deviation of the interviewees towards management
classroom strategies. The table shows that the Mean ranges from 4.23 to 4.47 and this range is
higher than the limit (3.00), which means acceptance of these strategies. The table also shows that
the standard deviation of opinions falls between 0.42 and 0.67, which means a lower standard
deviation and therefore consensus. This explanation is supported by the fact that the mean of the
group as a whole is 4.38 and the standard deviation of the group as a whole is limited to 0.52.
3.5

Responses from the Fifth Group (Educational Assessment)

Table 6
No
Questions
.
1
Use of the pre-test method to determine the amount of
knowledge and skills of students.
2
Use an open-book strategy in exams
3
Use of oral evaluation strategy to enhance students'
understanding
4
How much homework is given
5
The extent to which students are involved in the
implementation of projects.
6
The extent to which evaluation presentations are used both in
groups and individual
7
The extent to which self-assessment is used for students
8
Measurement of remembering among students through the
preparation of periodic examinations
9
Preparing short online exams using modern tools.
10 The extent to which Excel and other graph programs are used
to solve cost problems.

M

SD

4.24

0.45

4.48
4.30

0.57
0.50

4.50
4.30

0.49
0.50

4.52

0.46

4.45
4.50

0.49
0.50

4.55
4.22

0.46
0.42
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11
12

The extent to which students use cost simulation programs.
The extent to which examination management has performed
its duties towards student cases
Mean and standard deviation of the group as a whole

4.39
4.40

0.46
0.41

4.39

0.50

Table 6 looks at participants' views on educational assessment strategies, and data from the
previous table show that the mean ranges from. 4.22 and 4.55, which means supporting those
strategies, as long as the digital upper limit is equivalent to (3.00), as shown in the table, the
standard deviation ranges from 0.41 and 0.57, which means lower differences and differences of
opinion between participants.
3.6

Testing of Hypotheses

H01: There are no statistically significant differences between the average responses of
Cost Accounting Tract lecturers at Israa University- Gaza compared to other universities in Gaza
towards the educational planning strategies required to improve the teaching process of the Cost
Accounting Framework.
Table 7
No.
1

2

3

4

11

Question Items

Review the adequacy
of the study plan every
agreed time period.
Participation of
external parties in
discussions on the
modification of the
study plan
Division of the study
plan into work
schedules and plan
modules according to
the number of weeks
per semester
To plan the modules
and divide them into

Vocab
Side
No
10
Israa
30
Others

M

SD

df

4.34
4.51

0.48
0.49

38

Calculated
P
value
-1.69
0.90

S or
NS
NS

10
30

Israa
Others

4.35
4.50

0.49
0.48

38

0.48

0.962 NS

10
30

Israa
Others

4.37 0.50
4.37 0.56

38

-1.42

0.157 NS

10
30

Israa
Others

4.45 0.60
4.59 51

38

0.554

0.580 NS
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5

6
7

8

9

10

11

12

13

14

separate lessons.
Selection of the student
in the Accounting
Department within
certain criteria
Pick the right
educational content
Identification of
appropriate curricula
and teaching strategies
Participation of
students in educational
planning
Select learning
activities that help
challenge and
participate
Select learning
activities that help
challenge and
participate
Involvement of
students in the
development of
curriculum objectives.
Development of the
study plan in the light
of comparisons with
local, regional and
international
universities
Planning lessons that
can be performed and
distributed among the
Rapporteur.
Advance planning of
the ferries

10
30

Israa
Others

4.40 0.53
4.34 0.44

38

2.206

0.029 S

10
30
10
30

Israa
Others
Israa
Others

4.40
4.20
4.25
4.47

0.44
0.50
0.49
0.72

38

-2.15

0.016

38

-0.037

0.970 NS

10
30

Israa
Others

4.36 0.50
4.36 0.50

38

1.058

0.292 NS

10
30

Israa
Others

4.42 0.50
4.52 0.49

38

-0.040

0.968 NS

10
30

Israa
Others

4.42 0.49
4.41 0.53

38

-0.591

0.556 NS

10
30

Israa
Others

4.38 0.50
4.44 0.63

38

3.388

0.001 Ns

10
30

Israa
Others

4.47 0.49
4.13 0.56

38

-1.53

0.128 S

10
30

Israa
Others

4.38 0.49
4.53 0.50

38

-1.48

0.143 S

10
30

Israa
Others

4.42 0.50
4.56 0.58

38

-1.50

0.137 NS

S

12

ISSN: 2523-0417(Online), 2521-5876 (Print)
Developing Strategies to Improve Teaching Process for Cost Accounting Course: Faculties of Administrative
and Financial Sciences

15
16

17

18

19

20

Choose the appropriate
teaching methods.
There is sufficient
flexibility in setting
performance schedules.
Clearly describe terms
and terminology when
planning the
development of cost
accounting skills.
Identifying the kind of
questions that will
stimulate collective
discussions
Discussion of weekly
school schedules at the
beginning of the class
within the Accounting
Department
Maintenance of
planned courses for
comparison with actual
performance

10
30
10
30

Israa
Others
Israa
Others

0.49
0.54
0.53
0.59

38

1.554

0.123 NS

38

-0.585

0.560 NS

Israa
Others

4.36
4.50
4.414
4
4.28
4.44
4.28

10
30

0.53
0.59

38

1.554

0.118 NS

10
30

Israa
Others

4.27
4.33

0.57
0.55

38

1.647

0.566 S

10
30

Israa
Others

4.40
4.56

0.50
045

38

0.879

0.032 NS

10
30

Israa
Others

4.39
4.34

0.59
0.49

38

-0.151

0.102 NS

10
Israa
4.39 0.887 38 -0.151
0.880 NS
For overall group
30
Others
4.39 0.893
P means the value of the Significant level of the two-party test ("t"), and the letter "S" refers to
the Significant, while NS denotes the non-significant.
A t-test analysis showed to judge the differences between the averages and standard
deviations of Israa University lecturers and the averages and standard deviations of other
Palestinian university lecturers in Gaza. Using the SPSS statistical programme, it was possible to
measure the calculated t value, degrees of freedom and probability P value of the first set of
educational planning. The result showed a value of P (0.880), which was greater than the statistical
level of differences in the mean of the responses of Israa University-Gaza lecturers, compared
with the average of other Palestinian university lecturers in the Strip, for educational planning
strategies required to improve the teaching process of the cost-accounting framework.
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H02: There are no statistically significant differences between the average responses of
Cost Accounting Course lecturers at Israa University-Gaza compared to other universities in Gaza
towards the educational resource strategies required to improve the teaching process of the Cost
Accounting Framework.
Table 8
No
.
1

2

3

4

5

6

Question Items
The extent to which
the cost ledger is
used to explain how
accountants
measure their cost.
The extent to which
information
technology is used
to
teach
cost
accounting.
The extent to which
Excel's electronic
working papers are
used in the teaching
process.
The extent to which
sufficient student
presentations are
used to explain key
cost issues.
The extent to which
electronic working
papers are used to
teach flexible
budgets and the cost
of stages and
contracts.
Do
you
use

Vocab Side
No

M

SD

df

Calculat P
ed value

S or
NS

10
30

Israa
Others

4.20
4.16

0.45
0.56

38

-1.06

0.66

NS

10
30

Israa
Others

4.44
4.69

0.50
0.47

38

1.29

0.01

NS

10
30

Israa

4.36
4.36

0.49
0.48

38

-1
.79

0.96

NS

10
30

Israa
Others

4.40
4.34

0.53
0.44

38

-2.48

0.42

NS

10
30

Israa
Others

4.40
4.20

0.44
0.50

38

3.75

0.66

S

10

Israa

4.25

0.49

38

-1.23

0.47

S

14
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7

8

9

10

11

12

13

14

15

interactive boards
in the teaching
process.
Use of the Internet
for the transfer of
cost knowledge
Use of embedded
cards
in
the
teaching process
The extent to which
some off-the-shelf
accounting
programs such as
Authentic and
others have been
taught.
The extent to which
the video tool is
used in the teaching
process.
The extent to which
PowerPoint is used
for teaching
Extent to which
modern costaccounting books
are used
The extent to which
sophisticated
statistical methods
are used in the
implementation of
teaching and
illustration.
The extent to which
the simulation
method is used in
the teaching process

30

Others

4.47

0.72

10
30

Israa
Others

4.36
4.36

0.50
0.50

38

1.018

0.54

NS

10
30

Israa
Others

4.42
4.52

0.50
0.49

38

0.144

0.68

NS

10
30

Israa
Others

4.42
4.41

0.49
0.53

38

0.862

0.52

NS

10
30

Israa
Others

4.38
4.44

0.50
0.63

38

2.54

0.76

NS

10
30

Israa
Others

4.47
4.13

0.49
0.56

38

-1.31

0.63

NS

10
30

Israa
Others

4.38
4.53

0.49
0.50

38

-2.32

0.85

NS

10
30

Israa
Others

4.42
4.56

0.50
0.58

38

0.384

0.16

NS

10
30

Israa
Others

4.36
4.50

0.49
0.54

38

-1.19

0.65

NS
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Group as a whole

10
Israa
4.38 0.07
38
-0.07
0.58
NS
30
Others 4.41 0.06
P means the value of the Significant level of the two-party test ("t"), and the letter "S" refers to
the Significant, while NS denotes the non-significant.
Table 8 shows directly the result of mean, standard deviations, degrees of freedom, P
values, and calculated t values. The results for the group as a whole showed that t calculated (2.07) At degrees of freedom 38, P is (0.58) which is higher than 0.05 indicates that there are no
substantial differences in the averages of cost-accounting course lecturers at Israa UniversityGaza compared to lecturers at other universities, so it is accepted that there are no significant
differences.

H03: There are no statistically significant differences between the average responses of the
Cost Accounting Framework lecturer at Israa University- Gaza compared with other universities in
Gaza towards the educational improvement strategies required to improve the teaching process of
the Cost Accounting Framework.
Table 9
No Question Items
.
1

2

3

4

Provide instructions
focused on planned
objectives.
Provide a learningbased learning
strategy starting with
the student.
Use indirect analysis
techniques using as
role-playing.
Formation of students
as groups for
discussion, evaluation
presentations or
analysis of problem-

Vocab
No

Side

M

SD

df

P

38

Calculat
ed
value
0.422

0.674

S
or
NS
NS

10
30

Israa
Other

4.20
4.16

0.45
0.65

10
30

Israa
Other

4.44
4.69

0.50
0.47

38

-2.83

0.005

S

10
30

Israa
Other

4.36
4.36

0.49. 38
0.48

0.048

0.962

NS

10
30

Israa
Other

4.40
4.33

0.49
0.47

0.809

0.420

NS

38
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solving.
Using a learning
approach on cost
measurement
methods
6
Facilitating the
teaching process,
especially during
group activities.
7
Summing up students'
ideas in a coherent
way at the end of the
educational
programme
8
Planning a group
project strategy to
stimulate students.
9
Keep trying to deal
with practical
problems.
10 use a reciprocal
teaching strategy
11 Making instructions
and explanations
clear, detailed and
specific during the
submission of
instructions
12 Use of appropriate
learning strategies for
active learning
For overall group
5

10
30

Israa
Other

4.49
4.53

0.50
0.50

38

-0.436

0.664

NS

10
30

Israa
Other

4.42
4.17

0.57
0.68

38

2.125

0.036

NS

10
30

Israa
Other

4.47
4.52

0.54
0.50

38

-0.448

0.655

S

10
30

Israa
Other

4.38
4.31

0.53
0.53

38

-0.713

0.477

NS

10
30

Israa
Other

4.40
4.38

0.53
0.52

38

0.259

0.796

NS

10
30
10
30

Israa
Other
Israa
Other

4.35
4.64
4.34
4.36

0.56
0.48
0.61
0.52

38

-3.02

0.003

NS

38

-1.20

0.234

S

10
30

Israa
Other

4.45
4.31

0.57
0.50

38

.6644ز1

0.151

S

10
Israa
4.38 0.08 38 -0.07
0.58
NS
30
Other
4.41 0.06
P means the value of the Significant level of the two-party test ("t"), and the letter "S" refers to
the Significant, while NS denotes the non-significant.
Table 9 shows the result of a t-test on the significance of the differences between the
averages of cost accounting course lecturers at Israa University- Gaza and other universities. The
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table revealed that the calculated value of the t test as a whole (-1.39) is 38 degrees of freedom,
and the P value was 0.76, which is greater than (0.05). The assumption was therefore accepted by
the lack of indication of differences. This implies that cost-accounting course lecturers for Israa
University- Gaza and other universities have similar views on the educational resource strategies
required to improve the teaching process of the cost-accounting framework.
H04: There are no statistically significant differences between the average responses of
Cost - Accounting Center lecturers at Israa University-Gaza compared to some other universities
in Gaza towards classroom strategies, which are required to improve the teaching process of the
Cost - Accounting Framework.
Table 10
No
Question
Vocab
.
No
1
Enactment of norms and 10
standards and
30
educational goals,
expectations and results.
2
Implementation and
10
control of established
30
rules and procedures.
3
Quietly responding to
10
students' bad behavior to 30
get their attention back.
4
Arranging lecture
10
classes in a way that
30
supports the
implementation of
educational strategies
5
Being selective when
10
punishing students with
30
bad behavior.
6
Provide stability to
10
students before
30
assessing their
behaviour.
7
Ensuring health security 10

Side

M

SD

df

P

38

Cal.
value
-1.06

0.641

S or
NS
S

Israa
Other

4.33
4.42

0.47
0.50

Israa
Other

4.36
4.22

0.52
0.68

38

1.29

0.173

NS

Israa
Other

4.38
4.55

0.53
0.50

38

-1.75

0.962

NS

Israa
Other

4.30
4.53

0.47
0.50

38

-2.48

0.002

S

Israa
Other

4.51
4.19

0.50
0.43

38

3.75

0.000

S

Israa
Other

4.30
4.42

0.50
0.50

38

-1.23

0.220

S

Israa

4.35

0.55

38

1.018

0.021

S
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8

9

10

11

12
13

14

15

16

17

18

19

in the classroom on an
ongoing basis.
Develop adequate and
simple procedures for
compiling students' tasks
and projects
Show interest in the
content of the training
courses.
Adopt a class
management strategy in
which collaborative
learning is implemented.
Being honest when
praising or rewarding
students.
Focus more on positive
behaviors
In-class mobility to
check students' followup
Being decisive and
effective when giving
instructions.
Talking directly to
students and calling
them by their names to
courtesy of them.
Ensuring that students
have the necessary
materials to study, such
as books and exercises
Recognize the talents,
interests, strength,
vulnerability and
readiness of students to
learn.
Taking into account

30

Other

4.25

0.47

10
30

Israa
Other

4.44
4.42

0.54
0.56

38

0.149

0.702

NS

10
30

Israa
Other

4.40
4.48

0.53
0.53

38

-.862

0.595

NS

10
30

Israa
Other

4.38
4.09

0.59
0.64

38

2.54

0.196

NS

10
30

Israa
Other

4.31
4.47

0.50
0.73

38

-1.31

0.011

S

10
30
10
30

Israa
Other
Israa
Other

4.35
4.56
4.31
4.27

0.52
0.50
0.31
0.70

38

-2.32

0.525

NS

38

0.384

0.009

S

10
30

Israa
Other

4.29
4.39

0.46
0.49

38

-1.19

0.025

S

10
30

Israa
Other

4.18
4.27

0.39
0.45

38

1.07

0.029

NS

10
30

Israa
Other

4.36
4.55

0.49
0.50

38

-2.02

0.067

NS

10
30

Israa
Other

4.36
4.45

0.49
0.48

38

0.985

0.067

NS

10

Israa

4.43

0.50

38

2.49

0.345

NS
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students being asked
questions in a direct,
simple and fair manner
For overall group

30

Other

4.13

0.63

10
Israa
4.38
0.07
38
-2.72 0.940 NS
30
Other 4.41
0.07
P means the value of the Significant level of the two-party test ("t"), and the letter "S" refers to
the Significant, while NS denotes the non-significant.
Table 10 on the (t) test for the fourth hypothesis shows that the Mean, Standard Deviation
and degrees of freedom, and the probability value of P for the answers of University of Esra
lecturers and other university lecturers to the classroom management classroom strategies to
improve the teaching process of the cost accounting framework. The calculated value of (t) = -2.72
and degrees of freedom amounted to 38 degrees, and the probability P value was equal to = 0.940
and was greater than (0.05), so the H04 was accepted.
H05: There are no statistically significant differences between the average responses of
Cost - Accounting Course lecturers at Israa University- Gaza compared to other universities in
Gaza towards educational evaluation strategies, which are required to improve the teaching
process of the Cost - Accounting Framework.
Table 11
No
Question
Vocab
.
No
1
Use of the pre-test method 10
to determine the amount of 30
knowledge and skills of
students.
2
Use of open book strategy
10
in exams.
30
3
Use of oral evaluation
10
strategy to enhance
30
students' understanding
4
How much homework is
10
given.
30
5
The extent to which
10
students are involved in
30
the implementation of

Side

M

SD

Israa
Others

4.22
4.22

0.42
0.42

Israa
Others
Israa
Others

4.31
4.45
4.36
4.42

Israa
Others
Israa
Others

4.42
4.42
4.45
4.53

df

Cal.
P
value
38 0.988 -0.01

S or
NS
NS

0.47
0.50
0.49
0.50

38

0.004 -1.6

S

38

0.206 -.604

NS

0.53
0.53
0.50
0.50

38

0.783 -0.52

Ns

38

0.760 -0.83

Ns
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6

7

8

9

10

11

12

projects.
The extent to which
evaluation presentations
are used in both groups or
individual.
The extent to which selfassessment is used for
students.
The measurement of
remembering among
students through the
preparation of periodic
exams.
Preparing short online
exams using modern
instrument.
The extent to which Excel
and other graph programs
are used to solve cost
problems.
The extent to which
students use cost
simulation programs.
The extent to which
examination management
has performed its duties
towards student cases
For overall Group

10
30

Israa
Others

4.11
4.40

0.65
0.49

38

0.123 -.301

Ns

10
30

Israa
Others

4.73
4.44

0.54
0.34

38

0.348 Ns
0.207

10
30

Israa
Others

4.66
4.65

0.44
0.45

38

0.345 -0.47

10
30

Israa
Others

4.71
4.66

0.49
0.61

38

0.507 Ns
0.301

10
30

Israa
Others

4.80
4.55

0.50
0.55

38

0.000 3.69

S

10
30

Israa
Others

4.55
4.61

0.43
0.44

38

0.897 -0.44

Ns

10
30

Israa
Others

4.43
4.72

0.55
0.44

38

0.342 0.502 Ns

Ns

10
Israa
4.37 0.07 38 0.302 0.401 NS
30
Others 4.41 0.07
Where P means the value of the Significant level of the two-party test ("t"), and the letter "S"
refers to the Significant, while NS denotes the non-significant.
Table 11 for the Fifth Aesthetic Test, which is associated with the educational evaluation,
shows that the calculated value of (t) is = -3.23, at freedom degrees 38, and the probability value
of P = 0.401, which is greater than the semantic level (0.05). Therefore, H05 stated that there are
no significant differences between Israa University- Gaza lecturers and other university lecturers
in terms of educational evaluation has been accepted for the purpose of improving the teaching
process of the cost accounting framework.
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5.

Discussion

The results of this study showed that the teaching process could be improved through
educational planning strategies, which included the division of the curriculum into a work plan
and plan modules according to the number of weeks in the particular classroom, the planning of
the classroom and its division into distinct classes, the selection of appropriate and balanced
learning strategies, the focus on the student and teacher, the selection of the correct educational
contents, the identification of curricula, strategies to meet students' cost-accounting needs, the
involvement of students in educational planning processes, the selection of learning activities,
home planning, (Lawrence & Jesudoss, 2011), which argued that educational planning requires a
lecturer that establishes a clear understanding of learning goals for both the lesson and the
educational unit.
According to (McGrawhill, 2016), educational planning helps lecturers reflect on and
integrate student information and available resources for education was also reinforced. Guga
(2011) also asserts that in order to meet students' needs, cost accounting transcripts need to
develop quality educational planning and use balanced, student-teacher-centred teaching curricula,
introduce technology into cost accounting teaching to stimulate students and actively engage them
in the teaching process. On educational resources such as providing a command cost tag,
providing a sample of the occupancy card, providing a first form of a cost ledger, making ICT
tools a prerequisite for teaching cost accounting. Showing how to calculate unit cost, marginal and
total cost using electronic working papers, using interactive blackboard to increase the interaction
of lecturers with students, and enriching students' understanding of abstract concepts by attracting
attention, keeping and copying notes as e-mail annexes for students, using multiple accounting
sites. The study showed that lecturers, regardless of their affiliation, agreed on educational
resources. She agrees with a study
Owoeye and Olatunde Yara (2011) that educational resources is a strategic and vital factor in the
delivery of education and help lecturers obtain seamless information and deliver successful
education. The study also agreed with Rwehumbiza and Marinov (2016) that educational
resources serves as channels between lecturer and student, which motivate students to take better
care and learn, and same study agrees that educational resources attract students' attention and help
them overcome boredom.
Eniayewu (2005) classified educational resources into (audio, video, audio & video),
indicating that audio, video, audio and video resources such as CDs, cassettes, containers, video
clips, etc., can help learners learn better. The third set of the questionnaire list included a set of
strategies for improving the learning process of the cost-accounting framework. These strategies
seek to focus on planned goals, use problem-based analysis, deliver learning activities associated
with the planned lesson and review students whether they are following carefully. At the end of
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each program, students' ideas are summarized in a coherent way, and students are allowed to apply
what they have learned to solve problems during lectures, including planning a collective project
strategy to stimulate students' interest and enhance their interaction when teaching costs, dividing
the class into small groups of students and mandating them to develop alternative solutions to a
problem that has been solved. This is consistent with Burney and Widener (2013) in that lecturers
can use an educational strategy to learn ABC activities, analyse variation and make special
decisions. Also, those Jelly workers agree on the basis of the basic product cost concepts strategy.
The study is also in line with (Krishnan et al., 2008), who emphasized that the use of a selfreflection approach to cost-accounting teaching would enhance teaching standards. The study also
agreed with Daigle et al. (2007) on the possibility of using tests through transcripts, presentations,
answer sessions, questions and discussions. The study also made clear the need to give
encouraging responses such as nodding and smiling when necessary, show lecture rooms in a way
that supports educational strategies, making eye contact, observing non-verbal responses from
students to see whether they follow or not, allowing students to settle quietly before giving a
lesson, attracting students' interest in the subject, understanding the power of the first day, that is,
knowing that students are motivated and ready to attend lecturers who have good impressions in
them.
Groups have also taken an interest in class management, agreeing with a study Andrus and
Nieh (2012) that classroom management involves attracting students' interest in and highlighting
the importance of the subject. Provide feedback and rewards to students who have made good
contributions during the education delivery process. It also agreed with a study Bear (2014) that
classroom management includes all activities that the lecturer must undertake in order to create an
enabling learning environment.
The study showed the need of lecturers for university evaluation strategies to improve the
teaching of cost accounting, use of pre-testing technology to determine the amount of knowledge
and skills students possess, use of peer evaluation strategy to verify students' understanding of this
area, use of open book task, use of oral evaluation method, activation of household tasks, use of
group and individual evaluation presentations and reports to assess students' abilities and skills,
establishment of question and answer group sessions to ensure that each student gives an answer
for evaluation
The study also agrees with Snavely and Wright (2003) in case of the purpose of the
education assessment is considered to ascertain whether the expected educational goals and
competencies of a given educational unit have been achieved as planned. The study has quietly
same results as a study of Garrison and Ehringhaus (2013), which stated that peer evaluation
helps students to see themselves as sources of understanding and verification of excellent
performance, as opposed to the standards established by them and their lecturers, and that one of
the effective tools in this system is feedback.
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5.1

Conclusion

The aim of the study was to identify strategies that would improve the learning process of
the cost-accounting framework. The purpose of improving the performance of the cost accounting
framework is to enrich knowledge and develop skills. The degree of achievement and academic
performance of students in the cost accounting framework depends on the effectiveness of
lecturers in selecting and using appropriate teaching methods and strategies. Looking at the results
of the cost-accounting course at both the Israa University- Gaza and other universities over the
past five years requires a diagnosis of the problem, on the one hand, and identification of
appropriate strategies in 5 areas: educational planning; educational resources; improvement of the
teaching process; classroom management; and educational evaluation. Studies have shown
insufficient interest in technological change and its impact on the effectiveness and efficiency of
the teaching process in general and on the cost-accounting framework in particular.
5.2

Recommendations
Based on the findings and conclusions of the study, a set of recommendations could be
made as follows:
1. Cost Accounting Course lecturers at Palestinian universities must work to integrate the
set of strategies associated with improving cost accounting education and learning.
Appropriate attention should be given to training and personal research on how to
develop and use accounting models and models for the use of electronic tables, modern
software, and resources for development and communication.
2. Curriculum planners in the Ministry of Higher Education, universities and other
professional bodies responsible for educational reforms and development of the use of the
educational strategies outlined in this study must review the accounting programme.
3. Government officials should organize on-the-job workshops, seminars and training
courses on how to use ICT education resources for accounting education.
4. Consolidate and support the effort between government agencies and the Ministry of
Higher Education to provide adequate laboratories and technological resources.
The officials of the Accounting Union of Accountants and Auditors and the Accounting
Society of Gaza should pay greater attention to the enormous developments in the cost accounting
framework. In doing so, we call for the activation of a Palestinian certificate called "Certified
Palestinian Cost Accountant."
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Design and Methodology: The sample data were collected from employees working
in service sector organizations located in Islamabad, Rawalpindi, and Wah Cantt, cities
of the Northern Punjab region of Pakistan. Structural Equation Modelling technique
using the Smart PLS software tool was applied to the data for statistical analysis.
Findings: The results have shown that the hypothesis direct effect of knowledge
collecting behavior and an indirect effect through knowledge sharing self-efficacy on
social networking are significant. Furthermore, the self-efficacy factor proved to be a
significant positive moderator in strengthening the direct relationship between
knowledge collecting and social networking.
Implications: The findings provided useful insight for policymakers in service sector
organizations for planning effective use of social networking technologies and crafting
knowledge collecting behavior among employees for achieving desired organizational
outcomes. The study also identified useful future avenues for researchers to extend
their studies on similar lines.
Keywords: Knowledge Collecting, Social Networking, Knowledge Sharing Selfefficacy.

1.

Introduction

One of the greatest challenges is to increase online social networking in different service
sectors, management is advised to specify network within these domains. This will aware the
employees of their personal, professionals, and technical risks and the implication of social
networking. This awareness benefit employees positively in enhancing their productivity and
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organization business (Yeshambel et al., 2016). Scholars have analyzed that employee's productivity
improves through the advancement of technology, the use of various software, and social
networking which enables them to collect knowledge and share information (Okkonen et al., 2019).
Scholars from the management background have introduced and implemented different methods
and techniques to enhance the output of the physical workforce related to their productivity and
working practices (Drucker, 1999; Fernández et al., 2013; Iazzolino & Laise, 2016; Moussa et al.,
2017). Most of the organizations involved in the service industry are trying to mainly focus on
knowledge, information, and the digital economy in the 21st century. Organizations' hub is to deliver
valued and standardized quality services to their consumers. For this reason, the leading confronts
of authorities, management scholars, and policymakers are to develop methods to increase the
productivity of employees who have the expertise, experience, and advanced knowledge and help
in shaping and crafting academia and advance working systems and jobs introduced in the twentyfirst century (Shujahat et al., 2019).
Today service sector is advancing day by day, researchers are investigating the application
of knowledge that crafts innovation and creativity in service methods (Rahman, 2020). The service
sector of Pakistan has exhibited total advancement of 4.71% in the year 2018 and 2019 by the
Pakistan Economic Survey. The social work, health, education, and information technology sectors
had a positive incline of 7.05%. A 5.14% increase was seen in the banking sector and insurance
offices, though, scheduled banks, insurance companies contributed 12.8%, 34.6%, and 5.3%,
correspondingly. An uplift is recorded in the sector of communication, storage and transport division
3.34%, airborne operations 3.38%, transportation 3.85%, and railways 38.93%. Development of
7.99% is presented in executive authorities, while, an incline of 4.0% is in housing services. In 201819 value is added in the livestock, retail, and wholesale sector of the country. As the service sector
is considered to be the major pillar that is contributing to the country, thus, knowledge collecting
behavior via social networking and employee productivity in this domain are significant variables
to research and analyze.
The organizations which encourage knowledge collecting and sharing culture have a positive
impact on efficiency, employees develop the capability and skill to address different problems
(AlShamsi & Ajmal, 2018). The knowledge collecting feature and procedure is commonly used by
social networking as their platform. Most of the firms are implementing social networking systems
according to the nature of their work to seek and distribute knowledge, which distinguishes them
from the traditional trend of acquiring and donating knowledge (Oostervink et al., 2016).
Organizations that allow their personnel to take advantage of social networking at offices achieve
more commitment and higher productivity from their workforce (Rogers, 2018).
According to (Alshahrani & Pennington, 2018) are probing the foundations of knowledge
sharing self-efficacy that affect the use of social networking on knowledge collecting and
transferring. Hands-on implications can retrieve the productive use of social networking on
knowledge donating and sharing. Moreover, it is stated that knowledge sharing self-efficacy
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mentions individual self-confidence for their expertise to share information directly or on social
networks. The researcher investigated and found that employees' social communication and
knowledge sharing self-efficacy has an optimistic influence and encourages them to communicate
proficiency and information on social networking (Kwahk & Park, 2016).
The projected relationship theoretically, has been sustained by intellectual capital theory and
social network theory. The intellectual capital theory is taken from a human capital theory that
connects information to wealth or assets (Stewart & Ruckdeschel, 1998). This theory promotes the
idea that the organization’s successes depend on how organizations capitalize and derive the
knowledge of their employees and use it for their competitive advantage. Personnel is encouraged
to share their acquired proficiency, experiences, and skills with different people in person or through
social networking within the organization or outside so that people can take advantage of that
information and learn about the expertise to develop themselves to give more and better output at
the workplace. Furthermore, Social network theory supports information sharing and collecting via
social networking between groups, people, and teams inside the company or externally (Lin & Lu,
2011). Knowledge sharing self-efficacy is a unique concept that states to communicating different
experiences and ideas produce information by collecting data from various sources and converting
the information from explicit knowledge to tactic (Huang & Shih, 2009). Knowledge sharing selfefficacy is one of the major motivational aspects of an individual for sharing his valuable skills,
experiences, and knowledge directly and indirectly for other people's benefits while using social
networking technologies (David et al., 2018). The current research model is supported by the Social
Network theory as it reflects as an encompassing theory.
Thus, current research is intended to answer the research question of whether knowledge
collecting behavior significantly impacts social networking and whether knowledge sharing selfefficacy significantly moderates among the two features to build the important relationship.
The service organizations in developing countries like Pakistan need to empirically examine
the application of Social Networking techniques for improving knowledge collecting behavior and
knowledge sharing self-efficacy (Raja & Ansari, 2018).
2.
2.1

Literature Review
Knowledge Collecting and Social Networking

Social networking reduces resistance which connects the workforce in two methods:
Primarily, social networks motivate individuals to connect with different people, make aware of
each other, and look at various online activities (Leonardi & Meyer, 2015). Social networking is the
platform in which people by viewing their fellow workers learn different types of knowledge and
documents are transferred (Leonardi, 2014).
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In addition, social networks make available individuals a podium socialize smoothly.
Communication at these platforms helps people to join discussion forums whenever they want to
interact (Ellison et al., 2015). The resolution has an important factor for supporting communication
between people as information transferring is not a diverse act. A user on social networking is
allowed to review, edit and post different information and people discuss different topics. People
are not time constraint for this practice, they share information and knowledge whenever they want
to exercise this practice (Treem & Leonardi, 2013). It is argued by the researcher that sometimes it
is difficult in sharing knowledge in a company as there is uncertainty about who the target is and
how to interact with them. But if knowledge is observable on social networking that decreases such
type of doubts between the target and the source (Leonardi & Meyer, 2015).
Many social-related theories give an insight to the management about the effect and emergent
of societal and communication methods at the place of work (McKinlay et al., 2017). Moreover, the
theories point out the significance of mounting effects and interactive practices inside the company
(Grant, 2021). The companies which establish viable collaborative methods offer the institution to
participate vigorously in communicating with the workforce that highlights the worker's and
organization's objectives towards employee's and company's growth (Morgan et al., 2017).
Introducing and implementing the social network in the organization will enhance workforce
intellectuality and will help in growing participation, job satisfaction, productivity, and contribution
of personnel (Grant, 2021).
Knowledge collecting means gathering valuable information within the organization and
from the external environment (El-Helaly et al., 2015). The use of social networking surely increases
knowledge directly, this platform facilitates and complements long-term communication
apprehension (Leonardi, 2014, 2015). Knowledge seeking is possible because of social networking.
According to the concept of information science, knowledge collecting is an intentional or deliberate
effort to fill the gaps in our learning (Cole, 2017). The present study will analyze the undermentioned
hypothesis:
H1: There is a positive effect of knowledge collecting (KC) on social networking (SN)
2.2

Knowledge Sharing Self-efficacy as a Moderating Factor

The meaning of knowledge sharing self-efficacy has been considered as individuals'
judgment about their abilities and competence to consolidate and perform paths of actions that are
essential to achieve a definite level of achievement and the ability to achieve an objective that can
benefit others (Chen & Hung, 2010). It is considered as personal belief and capabilities to provide
maximum output while using own expert knowledge and experience, that motivate others to get
involved in a job they are confident to accomplish (Puspitasari, 2021).
Moreover, knowledge sharing self-efficacy has been considered the most important aspect
in knowledge sharing behavior, affluent literature is present which showcase that it has an impact
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on knowledge sharing, and scholars has shown interest in analyzing knowledge sharing self-efficacy
role in forecasting knowledge sharing behavior (donating and collecting information) (Kaewchur &
Phusavat, 2016). It has been observed that knowledge-sharing self-efficacy is positively associated
with knowledge collecting behavior (Bilginoğlu & Yozgat, 2018).
Furthermore, individuals should be provided with the maximum possible resources and tools
for self-efficacy skills, according to (Boateng et al., 2017) every employee should be given
confidence for contributing their expert knowledge to others, which will lead to knowledge sharing
success for both receiver and donator. These findings also provide the argument that knowledge
sharing self-efficacy should be given priority to envisioned success related to information sharing.
Scholars commended that employees and individual be provided prospects for consolidating
and establishing knowledge-sharing self-efficacy skills, which will enhance their performance in an
organization. According to the author when knowledge sharing self-efficacy will improve among
people, the behavior of sharing and collecting knowledge will be maximized. To enhance and
implement this process, employees should be given free hand for open arguments and discussions
that are valued by others (Safdar et al., 2020). In view of the above, the current study will consider
that:
H2: High level of knowledge sharing self-efficacy (KSE) positively moderates the
relationship between knowledge collecting (KC) and social networking (SN)
Knowledge Sharing Self-efficacy
H2

Knowledge Collecting

Social Networking
H1

Figure 2.1. Research Model
3.

Methodology

3.1

Population and Sampling

Operational staff and faculty personnel employed in financial institutes and the education
sector are taken as the population of the research residing in Wah Cantt, Rawalpindi, and Islamabad
Pakistan. Through a self-administrative questionnaire after determining the sample size data is
collected. To define the sample size, a convenience sampling technique is implemented. A total of
five hundred survey forms were distributed to the respondents. Eighty percent was the response rate
after resuming 403 responses. A software named G Power and (Krejcie & Morgan, 1970) design
was applied to define optimum sample size. A new technique to determine sample size G Power is
utilized. To calculate the sample size of the respondents and analyze power, which is vital for the
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research this software is practically applied. The test implemented are chi-square, f test, z test, exact
test, and t-test, this software is suggested for power analysis (Faul et al., 2007). A considerable
sample size of 403 was attained to get accurate outcomes. Calculation of the sample size using G
power is shown in Figure.3.1.

Figure 3.1. Sample Size Determined by G Power
Data is gathered data from the respondents through a self-administrative questionnaire while
conducting a survey. The questionnaire is prepared in the English language as the respondents are
qualified and Pakistan’s official language is also English, therefore the survey form is not in the
Urdu language. The survey form consists of two parts, the first part of the questionnaire shows
demographic info that consists of gender, age, experience, and personal information of the
respondents.
3.2

Research Instruments

This phase consists of three variables which are knowledge collecting, social networking,
and knowledge sharing self-efficacy. The questions included in the instruments, feedback is taken
from the respondents. Utilizing a five-point Likert Scale i.e., 1 for strongly agree to 5 for strongly
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disagree information from the targeted respondents for all variables. The original questionnaire was
followed for the current study survey form.
Table 3.1: Distribution of Instrument Variables
S. No Variables
Items
1.
Knowledge Collecting
03
2.
Social Networking
06
4.
Knowledge Sharing Self-efficacy 04
4.
4.1

Sources
(Van Den Hooff & De Ridder, 2004)
(Kuegler et al., 2015)
(Kankanhalli et al., 2005)

Data Analysis
Statistical Analysis

In two points the statistical analysis of data is measured: First through Preliminary Data
Analysis and Structural Equation Modelling (SEM).
4.2

Preliminary Data Analysis

Initially, MS Excel Software analysis packages will be used for data coding. This software
is generally used for primary testing and coding to quantify data’s normal situations like unengaged
responses and missing values. When the gathered data is validated for normality conditions, to
import the collected data into Smart PLS for further scrutiny, the file will be saved in the “CSV”
format.
Structural equation modelling (SEM). Measuring two or more relationships of known and
unknown variables, the instrument applied is the partial least squares structural equation modelling
(PLS-SEM). This method is mostly practiced in social sciences and different fields like hospitality
management, tourism, marketing, etc. PLS-SEM also influences numerous scientific fields namely:
engineering (Durdyev et al., 2018), psychology (Willaby et al., 2015), and medicine (Menni et al.,
2018). This famous tool has many valuable features that have increased its value and are spreading
all over the world for the last many years. The advantages are 1) estimation of specific sensitive or
mouldable measurable models (Ali et al., 2018) 2) capability to lever difficult models having small
data (Hult et al., 2018), and 3) to generate conclusive hidden variables scores (Rigdon et al., 2019).
PLS-SEM has become attractive to applied sciences, as it permits to test of relationships that are
hypothesized and helps in forecasting and analyzing models (Sarstedt et al., 2017). PLS-SEM has
overcome the difference of opinions i.e., which academic research is to be emphasized and which
type of managerial effects are required to be originated (Shmueli et al., 2019).
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Internal consistency. To define the reliability of the measures in the research instrument,
between items internal consistency is utilized. To establish internal consistency which decides for
the scale of reliability, Cronbach’s alpha is implemented for calculation (Hair Jr et al., 2014).
In the improvement segments of the projected study model to define reliability of data, the
values estimated for internal consistency Composite Reliability and Cronbach Alpha are applied.
Values 0.60 or greater for estimating the rate Composite Reliability and Cronbach Alpha decide the
adequate position. Whereas, lower reliability is presented when the value is lesser than 0.60. Greater
consistency of substances presents higher composite reliability (CR) value. Composite reliability
(CR) and Cronbach alpha (CA) are in a satisfactory range between 0.60 to 0.80 of the present study,
which is showcased in Table 4.1. A high degree of construct reliability of the items utilized in the
present study instruments has a higher internal consistency of the values shown which have an
upright degree.
Table 4.1: Internal Consistency Measures
Variables
Composite Reliability
(CR)
KC
0.81
SN
0.85
Note. KC=Knowledge Collecting, SN=Social Networking

Cronbach’s Alpha
(CA)
0.64
0.78

Path coefficients. To calculate the structural idea of the present study, the path coefficient is
applied for evaluation. Examining the strength and importance of the connection of two variables
path coefficient values are used. Evaluating the relationships (path) between independent and
dependent variables the method of “Bootstrapping” in Smart PLS is implied for attaining values.
Likewise, to validate the significance of each path between the variables t and p values are evaluated.
When critical values are calculated empirically, according to earlier researchers statistical t-value is
greater than critical values, in the previous study, the path coefficient is calculated openly at a
confidence level. T-value that is 0.95 is a boot out at a connotation gauge of 0.05 (Hair et al., 2014).
Calculating the strength of path coefficient, bootstrapping is the test which is also called
nonparametric is applied through PLS-SEM (Hair et al., 2014). Path coefficient values are in the
middle of +1 and -1. Thus, the higher strength of the relationship is close to +1, on the other hand,
the relationship nearer to -1 portrays a weak relationship. The values of t, p, and path coefficient
empirically are shown in Table.4.2 of the present study between the variables. According to the
evaluation of the path, hypotheses acceptance and rejection are determined. Henceforth, as per the
outcomes of the results, the hypotheses of the current study are at 0.05 which is the significance
level.
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Table 4.2: Path Coefficients
Path
Path
Mean
Standard
t-Statistics
Coefficient
Deviation
KC ->SN 0.299
0.310
0.052
5.691
Note. KC=Knowledge Collecting, SN=Social Networking
4.3

p-Values
0.000

Hypothesis Testing

According to the outcomes of the results which are gathered via PLS-SEM, while applying
structural model all hypotheses were tested of the current study. To test the hypotheses, values of p,
t, and coefficient are measured at 0.05 level. Based on these values every hypotheses was accepted.
To evaluate the relationship of direct and indirect variables, three hypotheses are offered.
H1:
There is a positive effect of knowledge collecting on social networking.
According to the fallouts demonstrated KC and SN path coefficient value is considered as 0.299.
The 0.000 is the p-value which shows the implication of the path coefficient. The t-value is 5.691
that is also significant of this path and is larger than the critical value of 1.96. As per experimental
confirmation, the H1 hypothesis is acknowledged in the present study which impacts positively on
KC and SN.
4.4
Evaluation of Moderator
The moderator variable in any study influences the relationship between independent and
dependent variables in such a way that it could either impact the strength of the relationship or direct
the relationship. The moderating effect is estimated by multiplying the values of each item of the
independent variable with each item of the moderating variable and then calculating the multiplier
effect over the dependent variable. The values of moderating effects are measured through either
product indicator or two-stage methods in Smart PLS.
H2:
Knowledge sharing efficacy is a moderator between KC and SN
For the current research, the two-stage method has been adopted. At the first stage, the
moderating effect has been estimated and the significance of the moderating effect is tested through
t and p values. In a second stage, the two-way interaction term is measured to determine the strength
of the relationship in terms of “high” or “low” for the value of the moderating effect.
Table 4.3 below highlights the value of the moderating effect as 0.152 (t=3.411, p=0.004)
which determines the fact the KSE positively and significantly moderates between KC and SN.
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Table 4.3: Significance of the Moderating Effect of KSE over KC & SN
Path
Path Coefficient
t-value
p-value
Moderating Effect
0.152
3.411
0.004
KSE -> KC > SN
Note. Knowledge Collect (KC), Knowledge Sharing Self-efficacy (KSE), Social Networking (SN)
In a second stage, the two-way interaction term has been measured by entering the
unstandardized path coefficient values of independent and moderator values along with the value
interaction term (calculated in the previous stage) in the Microsoft Excel Worksheet (refer to Figure
2) developed by means of Jeremy Dawson (jeremydawson.co.uk). Since the present study
hypothesized (H2) that a high level of knowledge sharing self-efficacy (KSE) emphatically
strengthened the correspondence in the middle of knowledge collecting (KC) and social networking
(SN). The upward slopes highlighted in Figure 2 confirmed the hypothesized moderating effect of
KSE i.e. when KSE is higher, the relationship between KC and SN is positively strengthened. Thus,
hypothesis H2 is accepted.

5
4.5

4

Moderator

3.5

Low KSE

S 3
N 2.5

High KSE

2
1.5
1
LowKC
SN
Low
High KC

High SN

Figure 4.1. Two-Way Interaction Term
5.

Discussion

The current study findings explain that knowledge collecting is positively (ß=0.299, t=5.691,
p=0.000) and significantly related to social networking. The results are the indirect provision of the
studies that found the same results. Previously, according to the researcher, social networking
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technologies and their contents are widely used by thousands of people worldwide. To strengthen
these massive users, it is significant for the companies to increase the ability in knowledge collecting
and examining social network technology for gathering informative knowledge for developing and
forecasting marketing strategies and making wise decisions (He & Xu, 2016). Previous researchers
were analyzing that organizations are concerned to develop and assess knowledge and information
tools for collecting, analyzing, monitoring, visualizing social networking data to facilitate
interaction and communication amongst individuals to extricate beneficial and practical methods
and acumen (Fan & Gordon, 2014). This process requires about four distinctive actions that are
discovering information, collecting knowledge, and preparing for further analysis or scrutiny
(Stieglitz et al., 2018).
The current study hypothesized that observed knowledge sharing self-efficacy portrays a
moderating role (ß=0.152, t=3.411, p=0.004) in a way that the high knowledge sharing self-efficacy
strengthens the connection among knowledge collecting and social networking. Hence, the findings
of the current research empirically verified the projected moderating role of knowledge sharing selfefficacy. Subsequently, the present study contributed to the present narrative by investigating the
moderating role of perceived knowledge sharing self-efficacy. The empirical results have further
supported the concept of knowledge sharing self-efficacy as a valuable contribution to determining
knowledge collecting and social networking. Previously, (Kwahk & Park, 2016) investigated
employees and concluded, knowledge sharing self-efficacy ties a strong bond with social
networking and positively influences knowledge sharing behavior.
5.1

Implications of the Study

Firstly, the current research’s findings will facilitate the management of modern companies
to craft policies regarding disseminating professional knowledge among individuals working within
the organization via intra social networking for collection and advancement of employee's
professional knowledge and skills.
Secondly, the top executives establish measures of transferring and collecting information
while using social networking tools. Using hi-tech communication channels will help employees for
the collection of knowledge. While updating electronic libraries creates training environments in
the organization for the employees. Employees get exceptional prospects to extract professional
information already available in the automated libraries for the advancement of productivity.
Thirdly, the current study suggests management and authorities of Pakistan of the financial
and academic-industry to create a culture within the company for improving workers' output and
generating behavior of knowledge collecting via social technologies in the service sector.
Finally, managers, policymakers, and top management can draft policies for utilizing social
networking technologies for boosting employees’ productivity and making important decisions
regarding business and workforce enhancement. Moreover, business leaders need to formulate
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policies that can harness the knowledge collecting and sharing environment that further enhances
self-efficacy behavior. They need to build organizational culture all-around the parameters of raising
levels of awareness to support employee confidence for sharing their valued professional knowledge
through social networking. This will further promote information-sharing behavior and will
contribute to employee development, enhancement, and productivity within the organization.
5.2

Limitations and Recommendations

The current study developed an inclusive and in-depth research framework for predefined
goals or aims of the study. Limitations are deliberated in this section, which arose during conducting
this research study. Firstly, only four hundred and three respondents’ faculty members and
operational staff are analyzed of academic institutes and financial institutes of Pakistan, the larger
sample size should be taken to have a broader vision and testing of the conclusions. Scholars in
future studies should also examine the telecommunication industry, corporate, and other service
sectors. In the second phase, the current study specifically examined only one region, in the future
various banks and education institutes of different states and nations should be investigated. In the
third phase, scales and instruments are utilized for the variables studied in the current study that are
knowledge collecting, social networking, and knowledge sharing self-efficacy. Through reliability
measures, the variables in the current research are tested empirically. The study used self-reported
responses. Consequently, the answers of the respondents depend on the accuracy of the questions
are answered. In conclusion, cross-sectional research is applied for data collection of the respondents
one time. To comprehend results, the longitudinal mode should have opted in future research.
The target respondents were employees working in the service sector such as financial and
academic institutes in Pakistan in the capacity of operational staff and faculty members of the
present study. Moreover, to forecast visionary output, lower staff and managerial levels should be
considered. Responses in a proportion of both levels will showcase critically thoughtful variations
grade-wise. In place of cross-sectional mode, in future scholars may investigate in longitudinal
approach. In the different periods, the longitudinal method will provide an understanding of results
deviations of the respondent's intended insights. The framework of the present study will augment
strong points theoretically and empirically. A longitudinal study may project different findings when
self-reported responses change from time to time. This study may be critical in providing operative
feedback or responses about the changed intentions of the employees after getting more experience
or spending more time in the organization. This study is more effective on the newly hired
employees, with the passage of time they alter and build their perception about the company as they
get more familiar with their environment and rules and regulations of the organization. Hence, the
longitudinal study offers a comprehensive and broader view for the service sector to cater to
problems regarding employee productivity and knowledge collecting behavior. Furthermore,
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structural changes or changes in the management strategies and policies can influence the way of
thinking and outlook of the employees about the organization from time to time.
6.

Conclusion

To the current fiction, significance has been added to the present study and related variables
that are social networking, knowledge sharing self-efficacy, and knowledge collecting.
Significantly, the contribution of this current research while investigating the moderating effect of
knowledge sharing self-efficacy on knowledge collecting and social networking.
Data of four hundred and three respondents were gathered through a survey form waged in
financial and academic institutions as operational staff and faculty members in the cities named Wah
Cantt, capital of Islamabad, and Rawalpindi. The structural prototype of the current study concealed
empirically that the undeviating connection of knowledge collecting is positively associated with
social networking. The partial mediating function of knowledge sharing self-efficacy amid
knowledge collecting and social networking confirmed path analysis and it is also found that
moderator has an effect on professed knowledge sharing self-efficacy and is positively associated
with other two variables. It is unique and new research that has addressed the problem of moderating
impact on financial institutes and universities personnel waged in Pakistan.
According to the above investigation and analysis, it can be mentioned that knowledge
collecting is a unique proposal that can put its impact on the efficiency of employees by inspired by
the culture of the organization. The employees working in the service sector are more conscious
about the quality of services provided by them and their organization to their customers, therefore,
they use the tool of social networking for collecting expert and professional knowledge. It has been
analyzed in the present study that while utilizing these tools helps employees increase their
productivity.
The hypothesis presented in the current research has achieved its target while justifying the
findings of previous and new research. A creative and novel objective is provided by the present
research to investigate further the moderating concept that is knowledge sharing self-efficacy that
can help the organization to craft procedures to use social networking tools to disseminate and
collect knowledge for enhancing employee's output.
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ABSTRACT
Purpose: The topic on cash holding has enticed strong debate in the field of finance.
A number of researchers have studied the cash holding patterns and its determinants
in developed economies while a little attention is given to the corporate cash holdings
(CCH) in developing economies. Pakistan is developing country so the objective of
this research study is to determine the impact of micro-economic and macroeconomic determinants of CCH in the Fuel and Power sector in Pakistan.
Design/Methodology: To achieve the desired objective cash and cash equivalent is
taken as dependent variable, whereas micro level variables leverage (LEV), dividend
payout (DIV), growth opportunity (GO), firm size (FS) and macro variables inflation
(CPI), gross domestic product (GDP), short term interest rate (IR) are used as
independent variables. The study used annual data for fuel and power sector and is
obtained from annual reports of firms and State Bank of Pakistan (SBP) for the
period 2013- 2018. Feasible Generalized Leased Square (FGLS) technique has been
used to investigate the said relationship.
Findings: The study reports some significant and insignificant impacts of micro and
macro-economic factors on the corporate cash holdings.
Implications: The study contributes to the literature as well as the findings of this
research are beneficial for policy and decision makers to make clear understanding
and knowledge on corporate cash holding pattern.
Keywords: Corporate Cash Holding, Growth Opportunity, Gross Domestic Product,
Feasible Generalized Leased Square.

1.

Introduction

Companies usually hold cash for monetary benefits and the minimum cost for holding that
cash. Firms always keep extra amount of cash, whenever there will be financial crises in the
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economy or when there is an opportunity for investment because it cost less for the company than
to borrow from outside for investment or selling company assets or cash. Usually, the firms
maintain an optimal positive cash reserve in a frictionless economy, there are no negative
implications of holding positive cash reserves (Thakur & Kannadhasan, 2019). Cash is considered
as an indispensable factor for any firm. Cash holding is well-defined by the author as, cash in hand
or in a bank that, easily acquired to meet the day to day requirements of the businesses (Ali, Ullah
& Ullah, 2016). Company’s survival without cash is no possible, and every business must
maintain a substantial level of current assets as their monetary reserve (Shabbier et al., 2016). In
normal state of affairs non-financial companies maintain the level of cash as reserve according to
the economic systems and company’s rate of return. Whereas on the other side it is also observed,
non-financial companies are operating in such an environment in which economy is fluctuating
and there is political instability. Therefore, keeping in view all these factors organizations
maintain large amount of cash as reserve, then they actually require (Rukh et al., 2019).
Cash funds and liquid assets have an important role in strategic decisions making of the
firms on daily basis. The monetary reserves maintained by the firms work as a bridge financing,
and accounted in the balance sheet to show the financial power of the firm (Subramaniam et al.,
2011). Several clarifications have been proposed to explain this apparent change in business
policies. Researchers suggest the hazardousness of increase cash flows over time and suggest the
nature of firm’s assets has changed. The money holding behavior by the firms can be discussed in
depth and detail with the support of Keynes view that he mentioned in his book written in 1936.
Keynes view and previous findings help to answer the question, ‘why do, multinationals hold a
currency as balance. It has been investigated, extensively in the literature (Gil & Shah, 2012).
Cash signify the important part in the assets of the firm. Firms that have sufficient cash reserves
may actively take part in the investment opportunities and in credit markets. However to
accomplish the necessity of working capital, cash is used as the liquid investing instrument, that is
closely related to the sales of the firm. Prior research studies explored different factors (cash flow
volatility, effective tax rate, financing deficit, dividend payment, market-to-book ratio, capital
expenditures ratio, net working capital ratio) that determine the CCH for the developed economies
like UK, USA, Japan and Italy (Al-Najjar & Belghitar, 2011; Harford, Mansi, & Maxwell, 2008;
Bigelli & Sánchez-Vidal, 2012; Ozkan & Ozkan, 2004). Other authors conducted studies on
emerging equity markets (Jordan, Kenya, turkey) (Al-Amarneh, 2015; Kariuki, Namusonge, &
Orwa, 2015; Shabbir, Hashmi, & Chaudhary, 2016; Uyar & Kuzey, 2014).
Pakistan is a developing country, a few researches have been made on the determinants of
corporate cash holding factors. Khalil (2017) and Ali et al. (2016) conducted research on food,
textile, manufacturing, oil and gas sector while using different factors e.g. profitability, net
working capital, firm size, leverage, and market to book value, dividend policy, and growth of
firm as well as cash flow. Although these researchers studied cash holding in different angles but
they gave a little attention to a precise sector like Fuel and Power Sector. Thus, it is a very
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imperative question which needs to be response with good reason from research sight, that’s the
major feature of this study. To fill the gap by identifying corporate cash holdings determinants
along their effect on Fuel and Power sector in Pakistan. Therefore, this research study aims to
determine the impact of micro and macro determinants of the CCHs behavior among non-financial
sector in Pakistan. Therefore, the objective of this research study is to investigate the factors
effecting fuel and power sector in Pakistan.
2.

Literature Review

Cash is considered as the most important element for the firm to fulfill the need of daily
operations (Kafayat et al., 2014; Uyar and Kuzey, 2014). It facilitates the firm with liquidity and it
enables the payment of numerous types of obligations. If company doesn’t have enough amount of
cash so it will be stated as bankruptcy, sooner or later. Gill and Shah observe it as “Cash holding is
defined as cash in hand or readily available for investment in physical assets and to distribute to
investors”. Cash reserves are the important part of the growth of the firm and subsistence as well
as capture a substantial amount of interest by investors and researchers for the financial analysis
(Ferreira & Vilela, 2004).
Company must make a corrective and smart decision about holding cash and make strategy
to avoid odd effects of keeping large amount of cash as reserve (Elkinawy & Stater, 2007).
Increase in firm’s cash holding pattern earned huge attention in recent years both in academic
literature and in the articles available for general public. In the prior literature there are different
determinants of the Corporate Cash Holding. Thus in line with the previous literature we discuss
various micro and macro determinants of corporate cash holding.
Leverage and debt ratio indicate the percentage of the business assets which are financed
through the debt. In line with the transactional cost motive, there should be negative association
between debt and the CCHs. Similarly, previous findings reveal that there is negative link between
Leverage and CCHs (Guizani, 2017). In addition, LEVG negatively influences the CCHs. This
association supports the pecking order theory which indicates higher profitable firms with
sufficient liquid resources (CCHs) finance less debt compared to the firms which are profitable
with insufficient liquid resources (Sheikh et al., 2018). In addition, findings reveal that there is
positive association between LEVG and CCH decisions (Guney, Ozkan, & Ozkan, 2007). High
LEVG ratio indicates that managers hold high level of cash to reduce the risk of debt repayments.
Higher level of holding cash leads towards the higher level of risk, so managers in the firm hold
high level of cash as a precautionary measure (Khalil, 2017).
H1: Leverage is negatively associated with the level of Corporate Cash Holdings
The concept given by the trade-off theory, the findings suggest that there is positive
association between dividend payouts and CCHs. This indicates that firms which pay dividends
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may cut or reduce the DIV when they have not sufficient cash. So, holding the excess cash enables
the firms to avoid such situations to keep the reputation of DIV (Guizani, 2017). Moreover,
findings revealed that there is 27 positive association between dividend payments and corporate
cash that suggest dividend payers are mostly reluctant to pay dividend that’s why they hold large
amount of corporate cash (Drobetz & Grüninger, 2007). Findings indicate an inverse association
between dividend payments and corporate cash suggesting that distribution of dividend to
shareholders leads to reduction of liquid assets of the companies so firms’ distributing dividends
hold less cash (Sheikh et al., 2018).
H2: Dividend Payments are positively associated with the level of holding corporate cash
In general, growth refers to the percentage change in total assets. Growth has an
insignificant link with the CCH in the three sub-periods, which indicates that leverage does not
play a significant role in the determination of the CCH level in Pakistan (Jebran et al., 2019). In
addition there is inverse association of growth on CCHs (Sheikh et al., 2018). Similarly,
insignificant association found between growth opportunities and cash reserves suggest that
insignificant results are based on the different institutional settings of the SWISS financial system
(Drobetz & Grüninger, 2007).
H3: Growth opportunities are positively associated with the level of holding corporate cash
Firm Size is measured through the natural logarithm of natural assets which indicates the
negative association between FS and CCHs. This negative link indicates that large banks have the
ability to handle risky situations, they are more diversified and have the less chances of financial
distress, and therefore the large banks hold less corporate cash (Masood, Gulzar, & Quddoos,
2018). Similarly, the findings indicate negative and significant, association FS with corporate
CCH, pre and crisis period, however this linkage is insignificant in the post-crisis period, which
indicates that financial crisis influences the relationship of FS and CCHs. Firms which have large
size have more ability to generate high level of returns, because of the economies of scale which
ultimately suggests that these firms are more capable to accumulate cash which can be used to
finance the large and small investment projects (Khalil, 2017).
H4: Firm Size is negatively associated with the corporate cash holdings
GDP denotes the gross domestic products and it can be measured through the percentage
change in the GDP growth. However, findings indicate that GDP growth has positive association
with the corporate cash liquidity which suggests that firms can hold high level of corporate cash in
response to the higher economic growth, which is consistent with the income effect prediction of
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the money demand theory (Chen & Mahajan, 2010). However, insignificant association found
between GDP and CCH suggests that macroeconomic factors have no significant effect on the
cash reserves of the mining companies of Indonesia (Yudaruddin, 2019).
H5: GDP growth has a positive and insignificant association with corporate cash holdings
Inflation is referred to as the consumer price index of that particular country which is the
based on the previous year (last year=100) of the firm. However, there is negative and
insignificant association between CPI (consumer price index) and CCH found in evidences. This
relationship indicates that firm in the high level of CPI might affect badly and may pay more
expense, and to prevent this situation managers might set appropriate policies and procedures
(Omid & Jamil, 2017). Moreover, there is negative association between CPI and CCH, but this
relationship is reserved when CPI reached at the certain level. Consequently, when CPI level is
high, the association between operating cycle and CCH is negative at a certain point, and when
CPI level is low, it shows the positive association between operating cycle and cash reserves that
indicates enterprises might face relax environment and less financial hurdles in low CPI to obtain
low cost external funds (Dong et al., 2013). Furthermore, insignificant association found between
CPI and CCH suggest that macroeconomic factors have no significant effect on the cash reserves
of the mining companies of Indonesia (Yudaruddin, 2019).
H 6: Level of CPI has a negative and insignificant association with Corporate Cash Holdings
Interest Rate refers to the short-term rate, to maturity which includes money rate, call
money rate, and T-bills etc. However, literature reveals that short term IR has negative association
with corporate cash liquidity, that suggests firms reduce the level of cash reserves when
opportunity cost is high, which is consistent with the prediction of the money demand theory
(Chen & Mahajan, 2010). Similarly, literature found the negative association between IR and cash
log to total assets ratio but they were unable to verify the statistically significant association
between their second measures for cash reserves, cash and marketable securities to total assets and
the T-Bill rate etc (Bates, Kahle, & Stulz, 2009). However, insignificant association found
between IR and CCH suggests that macroeconomic factors have no significant effect on the cash
reserves of the mining companies of Indonesia (Yudaruddin, 2019).
H7: Interest Rate has a negative and insignificant association with Corporate Cash Holdings
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3.

Methodology

For this research data is collected from published annual reports of the companies. To
estimate the effect of firm-specific and country-specific determinants of CCH the quantitative
secondary data used. The sample of the study include companies which have data available for all
selected variables for the selected period of time in specific sector (fuel and power).
3.1

Population of the Study

The population for this research study is Fuel and Power sector firms operating in Pakistan.
There are 12 Fuel and Power firms operating in Pakistan.
3.2

Dependent Variable (CCH)

Corporate Cash Holdings is used as the dependent variable in the study which is measured
as the ratio of cash and cash equivalents to the total assets of the firm. More specifically cash
holding is defined as the cash in hand or in a bank that can be easily to meet the day to day
requirements of the business. Daher (2010) defines the cash holding as “the amount of cash and
marketable securities that can be easily converted into the cash” (Ali et al., 2016). Therefore to
measure the CCH data will be obtained from the PSX and is measured as the total cash and
equivalents in the firm and we can obtained this by subtracting the cash and cash equivalents from
the total assets of the firm (Guizani, 2017).
CCHit = β1+ β2LEVit+ β3DIVit+ β4GOit+ β5FSit+β6GDPit + β7CPit +β8IRit + µ

(1)

Where, CCH is the dependent variable, LEV, DIV, GO, FS, GDP, CP, and IR are the
independent and control variables.
3.3

Independent Variables
Leverage

Leverage and debt ratio indicate the percentage of the business assets which are financed
through the debt. In line with the transaction cost motive, there should be negative association
between debt and the CCH. (Raheman & Rizwan, 2018, Afza & Adnan, 2007).
LEVit (LEV for firm i and time t- independent variable) = Total debt / (Total assets – cash
and equivalents).
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Dividend Payment
A dividend payment refers to the earning per share which is earned by the shareholder
monthly in the form investment returns. Based on the trade-off theory, the association between
dividends payments and CCH should be negative. (Guizani, 2017, Khalil, 2017)
DIVit (Dividends paid by firm i and time t-independent variable) = Earnings per share
which can be obtained by dividing dividend per share into the stock price at the end of the year
(Guizani, 2017).
Growth Opportunity
In general, growth refers to the percentage change in total assets (Shabbir et al., 2016). GOit
(Growth opportunities for firm i and time t-independent variable) = (Salesit – Salesit-1)/Salesit-1
Firm Size
FS is measured through the natural logarithm of natural assets which indicated the negative
association between FS and CCH. (Afza & Adnan, 2007; Bates et al., 2009). FS it (FS for firm i and
time t – independent variable) = Natural Log of total assets
Inflation
CPI referred to as the consumer price index of that particular country which is the based on
the previous year (last year=100) the firm i. (Omid & Jamil, 2017, Dehghanfard & Moslemi,
2017). (CPIt – CPIt-1)/CPIt-1
Gross Domestic Products
GDP refers to the gross domestic products and it can be measured through the percentage
change in the GDP growth (Chen & Mahajan, 2010). (GDP t – GDPt-1)/ GDPt-1
Short Term Interest Rate
IR refers to the rate with the short term to maturity which includes money rate, call money
rate, and T-bills etc (Chen & Mahajan, 2010).
4.

Data Analysis Procedure

Statistical analysis will be carried out using panel data techniques. This study used the
quantitative method of the research by using the secondary data non-financial sector of Pakistan.
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Panel Data
Panel data enables us to handle the factors which can’t be seen or measure like social
components and the variables which change overtime. Panel data also called time-series cross
sectional data or the longitudinal data which is a dataset in which the conduct of elements are seen
crosswise over time.
4.1

Estimation Techniques
Unit-Root Stationary Test

Within current study check the stationary of the data in the panel data analysis current
study used different stationary tests i.e. fisher type test, Levin-Lin Chu test etc. The null
hypothesis of the of LM test states that all the panels are stationary and the alternative hypothesis
states that unit root exists in the panels.
Modified-Wald Test
This test is used to check the heteroskedasticity issues in the data either there is
heteroskedasticity or not. If the variance among error term is constant that is said to be
homoscedasticity or if the variance among error terms is not constant that is said to me
heteroskedasticity. Null is homoscedasticity and alternative is heteroskedasticity.
Serial Correlation
Woldridge test is used to check the presence of serial correlation. Its null hypothesis
indicates that there is no first order correlation while alternative indicates that there is first order
correlation.
Feasible Generalized Least Squares (FGLS)
To check the potential impact of different micro and macro determinants of CCH in the
non-financial sectors of Pakistan different diagnostic test are applied. Modifies-Wald test,
Woldridge test identify the occurrence of the heterokedasticity issues and the presence serial
correlation. Therefore, this study employ the feasible generalized least squares (FGLS) to
overcome the issues of serial correlation and heterokedasticity to estimate the model of this study.
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Table: 1 Unit Root Test (Fisher, Hadri and Levin-Lin Chu Test)
Variables

Levin-Lin Chu Test
At Level

Hadri LM Test
At Level

Corporate Cash
Holdings
GDP
Inflation (CPI)

Fisher Type Test
At Level
1st
Difference
-6.6453***
(0.0000)

-5.1679***
(0.0000)

Interest Rate
Leverage

-5.0556***
(0.0000)

Firm Size

Growth
Opportunity
Dividend Payments

25.4534***
(0.0000)

-4.7798*
(0.0588)

Standard Errors in parenthese
*** p<0.01, ** p<0.05, * p<0.1
The output of unit root/stationary tests which includes fisher, Levin-Lin Chu and Hadri LM
test. We have applied the fisher type test on that data which is not strongly balanced. Results of
above stated unit root/ stationary tests indicate that GDP, IR, CCH, LEV, CPI (CPI), growth
opportunities and DIV are stationary at level while FS is stationary at first difference on the basis
of P-value which is significant at the 0.01% level of significance by rejecting the null hypothesis
except the Hadri LM test which contains the null hypothesis of stationary so we reject alternative
hypothesis of unit root. Therefore, all the data/variables are stationary at 0.01% level of
significance which suggests that P-value is less than 0.01%.
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Table: 2 Diagnostic Tests of Fuel and Power Sector
Diagnostic
Prob > F
Woldridge Test
11.772***
(0.0030)
Modified Wald Test
2.0e+35***
(0.0000)
Standard Errors in parenthese. *** p<0.01, ** p<0.05, * p<0.1
Findings of recent work reports that there is first order serial correlation among series by
accepting the alternative hypothesis. On the other hand, after running the modified Wald test fir
checking the heteroscedasticity problems in the panel data results of this test suggests that there is
group wise heteroscedasticity in this model by accepting the alternative hypothesis.
Table: 3 Estimation Model for Fuel and Power Sector
Variables
Gross Domestic Products
Inflation (CPI)
Interest Rate
Growth opportunities
Firm Size
Leverage
Dividend Payments
Constant
Observations

Corprate Cash Holding
0.882
0.734
0.836
(-4989197)
0.149
(255.907)
0.000***
0.083*
(19030.15)
0.031**
0.989
(-1422603)
95

CCH has been taken as the outcome/ dependent variable of the study. While recent work
contains some macroeconomic factor, this is GDP showing the positive and insignificant
association with CCH. Other macroeconomic variable is CPI which is measured through the
consumer price index showing the insignificant and positive association with CCH and last
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macroeconomic indicator of recent work IR is showing the insignificant and negative association
with CCH. On the other hand, this table also contains the findings of the microeconomic
variables of recent work that is growth opportunities showing the insignificant and positive
association with the CCH at the 5% level of significance. However, LEVG also influence on the
level of holding corporate cash which shows the significant and positive association. FS has also
impact on cash holding which shows the significant and negative association in recent work with
consistency of previous studies. Moreover, DIV show the significant and negative association
with the CCH in Fuel and Power sector of Pakistan.
5.

Conclusion

The objective of recent work to examined the combined effect of micro and macroeconomic factors on the CCH for non-financial firm listed on PSX for the time period of 20132018. The study sample consists of fuel and power sectors of Pakistan. FGLS estimation
technique has been taken into account because it overcomes the serial correlation and
heteroscedasticity problems and makes causative understanding. We report a number of key
micro and macro determinants of the cash level. It is reported that gross domestic product and
interest has a positive effect on cash and remaining all determinants negatively associated with
the CCH of the non-financial firms listed on PSX. Recent work focuses on the firm’s specific
which are firm financial characteristics and country specific factors which are macroeconomic
conditions of the particular country.
5.1

Implications and Future Direction

Practically, the findings of recent work are useful for the firms which maintain their ideal
level of holding corporate cash. Managers should take measures to boost’s firm’s worth through
external debt; encourage manager through bonus shares and incentive, so that firm’s performance
can be increased. However, study further contributes in the way of overcoming the conflict of
interest that should be consider as an essential factor of corporate cash level. As lowering the level
of cash which may affect company’s performance and allow managers to invest in profitable
projects that will boost performance of the firm. As we know Pakistan is developing economy and
its firms heavily depend on the corporate cash to make investments and to manage precautionary
needs. Government should take into account to keep the economy stable so that firms will tend to
invest in more profitable projects and hold less cash reserves that might decrease IRs to increase
access to finance for all other types of firms. This will lower the cash dependency of all nonfinancial firms listed on PSX (PSE). Furthermore for obtaining better results, future research
should be undertaken by considering other macro-economic variables such as budget deficit,
environmental conditions etc which might have significant influence on cash. Current research
will help researchers to explore the determinants of CCH in other sectors. It will enhance the
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understanding and knowledge of policy makers and decision makers on corporate cash level. It
will guide decision makers to overcome the conflict of interest by holding the less corporate cash.
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Design and Methodology: The research study first used Augmented Dickey Fuller
(ADF) unit root test to check the stationarity of the data at level and at first
differences, after determining the stationarity of the data next technique that is
Johansen Co-integration Technique was used to determine the long term equilibrium
relationship among variables. Finally, Granger Causality Test was used to find the
causal relationship among the variables, by using this technique, direction of
causality that is unidirectional, bidirectional and no direction causality was
investigated.
Findings: The results from Granger Causality have shown a unidirectional causality
running from EXR to SPR and from INTR to SPR and no causality was observed
between INFR and SPR respectively.
Implications: The overall evidence, however, appears to show that Pakistan equity
market efficiently incorporated much of the INTR and EXR information in its SPR.
The study have important implications for investors.
Keywords: Augmented Dickey Fuller, Co-integration, Stock prices return, Granger
causality.

1.

Introduction

The stock market is considered as the important segment of the economies in every country
(Arestis et al., 2001). The increase in globalization, advancement in technologies, and free and
open trade and economic polices encourage investors to invest in stock markets around the global
(Morck et al., 2000). Stock market is an important for every country, as indices of the country
indicates the health of its economy (Maysami et al., 2000). There are many theories that describes
the importance and working of the stock market and these theories were formulated because of the
increasing importance of the stock markets in the world. The Karachi stock exchange (KSE) was
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established in 1947 and is called as the Pakistan biggest and most seasoned stock exchange. It was
the foremost runny market, there were numerous local and international securities were registered
on it. It was pronounced as the Finest Performing security market of the World in 2002 by the
Business week. Index is a number that represents some important numbers, KSE also develop its
index, and at the beginning it creates 50 share index that represents 50 companies. Later on, there
on in 1991 the develop another index which is called as KSE-100 index which represents top 100
performing companies from all sectors listed on KSE, this index was considered as the most
effective measure for exchange. This index represent top 100 performing companies and these
companies overall represents about 86% of the market capitalization. On January 2016 the three
stock exchanges in Pakistan were merged into a one big stock market which is known as Pakistan
Stock exchange (PSX). The head office is located in Karachi and its main index is KSE-100 index.
This step was taken as to increase number of transactions and meeting the international standards
respectively. The trading floors of PSX are located in Karachi, Lahore and Islamabad. The PSX
was classified by MSCI as a Frontier Market on September 2021.
There are so many macroeconomic variables that will influence the performance of the
stock market. Likewise, INTR, EXR, and INFR are the factors that will influence the SPR.
Therefore, the objective of this research study is to investigate the causal relationship between
INTR, EXR, and INFR with SPR in Pakistan. The study used quantitative secondary data
published on State bank of Pakistan website and PSX web site for the period from 1998-2018. The
study have some important implications for investors, brokers and shareholders.
The rest of the paper is organized as follows, section two give detail about relevant past
studies, section three provide information about the methodology and the rest of the two sections
provide detail about data analysis and conclusion respectively.
2.

Literature Review

The previous research studies mainly focused on the relationship between macroeconomic
variables and SPR. This research study briefly includes some studies that specifically show the
relationship of EXR, INTR and INFR with SPR. The previous studies provide conflicting results
on the causal relationship between SPR and the economic variables (INTR, INFR and EXR).
Karaduman (2021) determined the post-crisis factors for stock market development in 31 selected
emerging economies by using data from 2009-2017. The study develop two models and apply
Generalized Method of Moments (GMM) approach on both of the models. The result of the study
shows that EXR is the main factor that will affect the stock market capitalization. Mok (1993)
determined the causality of EXR, INTR and share prices in Hong Kong for the time period from
1986-1991. The study applied ARIMA approach and Granger causality test in order to check the
relationship. The outcome of the study indicate a uni-directional causality between INTR and SPR
whereas a bi-directional causality is observed between EXR and SPR. The overall findings of the
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research has shown that Hong Kong market effectively incorporate much of the EXR, and INTR
information in its SPR. Goh, Henry, and, Albert (2021) examined the relationship of INTR and
EXR with stock market index of the Jakarta stock exchange (JKSE) during the COVID-19
pandemic. The study used daily data from JKSE composite index from 15th October 2019 – 15th
September 2020. The finding of the study indicates that INTR has a significant positive
relationship with stock market index whereas, EXR has a significant negative relationship with
stock market index respectively. Nishat and Shaheen (2004) determine the relationship of CPI,
INTR, industrial production, and money supply (M1) with Pakistani stock market index. The
findings confirmed that industrial production is strongly positively related with SPR whereas CPI
act as a negative determinant of stock market index in Pakistan.
Sheikh et al. (2020) investigate the association between selected macroeconomic variables
with stock market index. The study specifically used non-liner autoregressive distribution lag
models on a data from 2004-2018. The findings of the research study revealed that INTR and EXR
have a significant positive relationship with SPR. Al-Sharkas (2004) has studied the impact of
INTR, INFR and money supply on stock returns of the companies listed on Amman stock
exchange. The findings from the VECM appeared that money supply, INTR and INFR have a long
term equilibrium relationship with SPR. Banerjee and Adhikary (2009) explore the long run
equilibrium relationship between stock returns with INTR and EXR by using co-integration
approach. The finding of the study showed significant relationship between selected variables.
Ahmad, Rehman, and Raoof (2010) inspected the relationship between stock return, INTR and
EXR in Pakistani economy. The study used annual data of the selected variables like INTR, EXR
(Rs/US $) and stock market returns (KSE-100) had been utilized. The findings from the multiple
regression revealed that both INTR and EXR have a significant relationship with stock market
returns. Hsing (2008) utilized a basic VAR model and found that there's an inverse association
between INTR and SPR. Jaradat et al. (2010) finds a positive association between INTR and stock
market returns in Jordan. Mahmudul and Gazi (2009) inspected a significant negative relationship
between INTR and SPR. Hashemzadeh and Taylor (1988) finds a one way causality running from
INTR to SPR.
The relationship of SPR with EXR was firstly inspected by Franck and Young (1972) and
later on the findings of this research study revealed a significant association between SPR and
EXR. Aggarwal (1981) used simple regression analysis in order to find the relationship between
EXR and SPR and find a positive relationship between these two variables. Solnik (1987) found a
frail positive connection between real stock return and EXR. Soenen and Hanniger (1988) found a
strong negative affiliation between EXR and SPR. Likewise, Ajayi and Mougoue (1996)
determine a negative relationship between EXR and SPR in short run and a positive association
between EXR and SPR in the long run respectively. For South Asian countries, Muhammad,
Rasheed, and Husain, (2002) try to find the short run and the long run association between EXR
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and SPR. The study used Vector Error Correction (VEC) and Granger Causality Test. The finding
shows that there is no short term and long term association between EXR and SPR for all selected
countries including India, Bangladesh, Pakistan, and Sri Lanka. A bi-directional causality was
observed only for Bangladesh and Sri Lanka between EXR and SPR.
Prior literature on INFR and SPR indicates a negative relationship in several economies
during different period of time by using various techniques. Asravor and Fonu (2021) used ARDL
approach in order to determine the long run and the short run association between INFR and SPR
in Ghana. Findings revealed a significant negative relationship between INFR and SPR. Alam
(2020) determined the relationship between various macroeconomic variables with SPR by using
annual data of five South Asian countries from 1993-2019. The findings from regression analysis
revealed significant relationship between INFR and SPR in selected economies respectively. The
significant relationship between INFR and SPR are in line with some prior studies Tarza,
Iorember, and Usar (2017), Adrangi, Chatrath, and Shank (1999), Lintner (1975), Fama (1981),
and Thornton (1993) respectively.
3.

Data Collection, Equation, Hypothesis and Methodology

3.1

Data Collection

The research study used quantitative secondary data published on Pakistan stock exchange
(PSX) website and State Bank of Pakistan (SBP). The dependent variable used in the study is
stock market return as is named as SPR and data for this variable is collected from PSX website
whereas, the independent variables used in the study are EXR, INTR and INFR and data for these
variables are collected from SBP website. The time period of the study is 1998 to 2018.
3.2

Equation
The equation for this research study is as follow:
SPRit = α + β1it EXR + β2it INFR + β3it INTR + Ɛ

In the above equation SPR is the dependent variable and is called as stock prices return, α
is the intercept and it represent average value of dependent variable when all the other variables
(EXR = exchange rate, INFR = inflation rate, INTR = interest rate) are equal to zero. β1 to β3 are
the slope of the line of all selected independent variables, it indicates average change in the value
of dependent variables due to per unit change in the value of each of the independent variables
used in this study respectively. Ɛ is the error term and this term shows that there are so many other
factors that may influence the value of SPR.
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3.3

Hypothesis

In order to determine the relationship between two variables, study needs to develop the
testable statements. Therefore, the testable statements that shows a logical conjectured relationship
between two or more variables is called as hypothesis. There are two types of hypothesis
statements. The null hypothesis statement indicates no relationship between two variables
whereas, alternative hypothesis shows exact or 100 percent relationship between two variables.
Likewise, in this research study there are three independent variables so, there are three hypothesis
statements which are given as;
H01: There is a relationship between EXR and SPR
H02: There is a relationship between INTR and SPR
H03: There is a relationship between INFR and SPR
3.4

Methodology

3.4.1 Co-integration Approach
In order to determine the long term causal relationship between selected dependent and
independent variables, the study applied the co-integration approach. Further, the study also
applied Granger causality test in order to determine the uni-directional or bi-directional causality
between selected variables. Before applying co-integration approach, it is necessary to check the
order of integration in the given data set. For determining the order of integration the study applied
Unit Root Test.
3.4.1.1 Unit Root Test
The study select Augmented Dickey-Fuller (ADF) unit root test, this test has been used in
order to find out the stationarity of the data at level or at the 1st differences.
3.4.1.2 Cointegration Test
Cointegration approach is the most appropriate method for investigating the linear
combination of time series variables. By using unit root test if the data is stationarity at level or at
1st difference then we will be able to apply cointegration test. stationarity means that cointegration
is present between given time series variables and there may be a long run relationship between
dependent and independent variables.
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3.4.1.3 Granger Causality Test
Granger causality developed by Engle and Granger (1987) has been used to determine the
uni-directional and bi-directional causal relationship between two variables. If we find a long term
co-integration relationship between two variables by using co-integration approach, then the next
step is to determine the causality between selected variables. We proceed to determine whether
SPR Granger cause INTR and other variables (EXR, INFR) and vice-versa.
4.

Empirical Results

4.1

Unit root tests

For this research study, Table 1 shows the result of unit root test. The outcome of the unit
root test obtained from software E-views indicate that all the selected variables are nonstationarity at level and all are become stationary at first difference. The lag length used is only 0
and 1 and the order of integration for all the variables is 1. The ADF test results will reject the null
hypothesis of the unit root is the 1st difference for INFR, INTR, and SPR at 1 percent level of
significance and for EXR it is satisfied at 5 percent level of significance. Finally the value of the
DW test is also acceptable for all the selected variables.
Table 1: ADF Unit Root Test
Variables
Lag ADF test Statistics
at Level
Stock Prices
Return (SPR)
Exchange Rate
(EXR)
Inflation Rate
(INFR)
Interest Rate
(INTR)
4.2

ADF test Statistics
at 1st



1

-5.663282

-5.819029*

0

0.495197

-3.144622**

0

-1.657294

-5.329669*

0

-0.954730

-4.703526*

DW
Statistics
1.745501
1.750079
1.440633
1.795742
1.879979
1.644227
1.913494
1.675964

Order of
Integration
I(1)
I(1)
I(1)
I(1)

Cointegration Analysis

We continue to apply cointegration tests between the factors to determine long run
equilibrium relationship between the series. The null of no cointegrating vector can be rejected for
all the factors utilized within the think about (see Table 2) and the observational discoveries
strengthen the conclusions almost the nearness of long run relationship between SPR, exchange
rate and INTR. Agreeing to given criteria’s ideal lag 1 has been chosen. The comes about from
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this test demonstrate that the null hypothesis is rejected since the value of both Trace statistics and
Max-Eigen statistic is more prominent than the critical value at 5% level of significance. This
shows that the yearly information for this study from 1998 to 2018 indicate that in Pakistan there
exist a long run equilibrium relationship between EXR, INFR, INTR and SPR.
Table 2: Johansen Cointegration Test
VAR Lag Order Statistics for Pakistan
Lag

FPE

AIC

SC

HQ

0

1079.684*

9.8175*

10.0165*

9.8607*

1

1139.541

9.8669

10.1156

9.9209

VAR Cointegration test Statistics
(1) Trace Test
Hypothesized
Number of CE(s)
r =0*

Eigenvalue

Trace Statistics

5 % Critical Value (CV)

0.8616

70.9267

47.8561

r< 1*

0.6795

31.3616

29.7970

r< 2

0.3366

8.5979

15.4947

r< 3

0.0192

0.3894

3.8414

(2) Max-Eigenvalue Test
Hypothesized
Number of CE(s)
r =0*

Eigenvalue

5 % Critical Value (CV)

0.8616

Max-Eigen
Statistics
39.5650

r< 1*

0.6795

22.7636

21.1316

r< 2

0.3366

8.2085

14.2646

r< 3

0.0192

0.3894

3.8414

27.5843

Normalized Co integrating Coefficients
Stock Prices
Return
1

Exchange Rate
(EXR)
-0.0186

Inflation Rate
(INFR)
0.0415

Interest Rate
(INTR)
-0.0581

(0.3378)**

(1.4033)*

(2.6115)***

C
150.0029

The co-integrating equation for this research study is given as:
SPR = α + β1 EXR - β2 INFR + β3 INTR + ɛ -------------------------------------------- (1)
SPR = -150.0029 + 0.0168EXR - 0.0415INFR + 0.0581INTR
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The outcome of this research study shows that there is a significant positive relationship of
INTR, and exchange rate with SPR and a significant negative relationship is observed between
INFR and SPR in a given selected time period from 1998-2018. Equation 1 shows that for EXR
1percent increase in EXR cause to increase SPR by 0.0186 percent as shown in the equation 1, for
INTR a 1 percent increase in INTR causes to increase SPR by 0.0581 percent as shown in the
equation 1. For INFR 1 percent increase in INFR will leads to decrease SPR by 0.0415 % and
there is a negative relationship between INFR and SPR and this relationship is supported by some
prior studies (Adrangi et al., 1999; Wahlroos & Berglund, 1986; Raghutla, Sampath, & Vadivel,
2020; Yaghi, 2020). EXR and INTR has a significant positive relationship with SPR and this
relationship is supported by these prior studies (Aggarwal, 1981; Abdalla & Murinde, 1997; Goh
et al., 2021; Jaradat et al., 2010; Sheikh et al., 2020).
4.3

Granger Causality approach

The Granger causality test has been used to check the causal relationship between
variables. The direction of causality may be uni-directional causality and bi-directional causality
between two variable. The pairwise causality between the selected variables for this research study
is presented in Table 3. The six null hypothesis are formed and the findings are presented in the
table.
Table 3: Granger Causality Test
Pairwise Granger Causality Tests
Null Hypothesis:

Obs

F-Statistic

Prob.

Exchange Rate (EXR) does not Granger Cause Stock
prices return (SP)
Stock prices return (SP) does not Granger Cause
Exchange Rate (EXR)
Inflation Rate (INFR) does not Granger Cause Stock
prices return (SP)
Stock prices return (SP) does not Granger Cause
Inflation Rate (INFR)
Interest Rate (INTR) does not Granger Cause Stock
prices return (SP)
Stock prices return (SP) does not Granger Cause Interest
Rate (INTR)

20

3.17727

0.0707***

0.05260

0.9489

1.86023

0.1898

0.49582

0.6187

4.65369

0.0268**

0.44253

0.6505

20

20

The outcome of the table 3 shows that there are two significant causal relationship out of
eight hypothesis. One uni-directional causality is observed funning from EXR to SPR and the
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other one is from INTR to SPR. These causality also justify our previous co-integrating positive
relationship for this study between EXR and SPR and INTR and SPR respectively.
5.

Conclusion

It may be a well-established truth that macroeconomic factors such as EXR, INTR, GDP,
M1, INFR affects the SPR or stock return. In this investigate, we attempt to examine the impact of
EXR, INFR, INTR on SPR in Pakistani equity market. The study utilizes yearly information on
four factors for Pakistan: the KSE-100 index, EXR, INTR, INFR for the period from 1998 to
2018. First, this study used to apply unit root test in order to check the stationary of the selected
data set, Secondly, apply co-integration technique in order to determine the long run equilibrium
relationship between variables. Finally, this study apply Granger causality test in order to check
uni-directional or bi-directional causality.
Findings for the Pakistan in this research study revealed a long term positive causal
relationship of EXR and INTR with SPR and a negative relationship was detected between INFR
and SPR. The positive relationship for EXR and INTR with SPR is supported from the work of
Abdalla and Murinde (1997), Goh et al. (2021, Sheikh et al. (2020), and Jaradat et al. (2010). For
INFR the negative relationship of INFR with SPR is supported by Fama and Schwert (1977),
Geske and Roll (1983), Raghutla et al. (2020), and Yaghi (2020). These results suggested that
macroeconomic factors are important determinants for SPR in any country.
In conclusion, the investigation recommends that care ought to be taken in planning
government approaches (financial liberalization, privatization, and monetary policy development
and EXR policies). The findings suggested that EXR, INTR, and INFR are the important
determinants for determining the SPR in Pakistan. The Security and Exchange Commissions of
Pakistan ought to begin a capital market modification program at need premise towards the
advancement of a modern and proficient corporate segment and capital market, based on sound
administrative standards that give momentum for high and steady economic growth.
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Design and Methodology: The population of the study is the passengers of the
metropolitan city (Rawalpindi/Islamabad) of Pakistan who faced any service failure
from Pakistan’s commercial airline. Data is gathered through a structured
questionnaire from 357 respondents and a convenience sampling technique is used to
gather the data. SPSS 20.0 is used for analysis.
Findings: The findings of the study confirmed the previous studies and all three
dimensions of perceived justice i.e., procedural, interactional, and distributive justice
showed a positive relationship with customer loyalty with the mediating role of cocreation of service recovery. The interactional justice dimension strengthened the
relationship more positively while the other two dimensions i.e., informational and
distributive justice didn’t show a significant impact on customer loyalty when
moderated by culture.
Implications: Co-creation of service recovery is recommended for Pakistan’s airline
industry with a large focus on interactional justice i.e., empathy, apology, and problemsolving behavior while interacting with the customers who faced the service failure.
Keywords: Perceived Justice, Customer Loyalty, Co-Creation of Service Recovery.

1.

Introduction:

Organizations always strive for achieving a delighted experience of product and service to
retain and stimulate repeat purchases. Service failures are inevitable sometimes due to unavoidable
circumstances and increased complexities of service deliveries which may result in a bad name for
the company and dissatisfied customers (Zaid et al., 2021). Service failure and its recovery is the
center of focus for marketers in today's competitive environment. Even the big and experienced
companies cannot guarantee a 100% error-free service delivery but they ensure an efficient service

1Assistant

Manager ICT, Pakistan International Airlines: Email: khurram.piac@yahoo.com

ISSN: 2523-0417(Online), 2521-5876 (Print)
Farooq Khurram

recovery in case of service failure (Iglesias et al., 2020). Etemad-Sajadi and Bohrer (2019) argued
that customers who are treated nicely and intelligently upon the service failure by communicating
the cause of failure and recovery strategy or compensation being offered in response results in a
higher level of customer satisfaction. Dissatisfaction may occur if handled in a non-resolving
behavior and non-professional way like a delayed response. While describing the fact, an
organization no matter how efficiently and effectively it is organizing its operations may sometimes
encounter service failures. These service failures whether high or low in magnitude can make or
break the relationship with customers (Hazée et al., 2017). If the company makes the right decision
to satisfy the customer, they can make the relationship more loyal and trustworthy. Service failures
in the airline industry are unavoidable due to different factors like dangerous weather conditions,
the technicality of the equipment, security hazard, etc. According to the report of the US Department
of Transportation (2016), 70,000 flights were delayed and 7000 cancelled out of 423,889 flights in
2016 in the US. As in commercial aviation, service blunders and failures are the main drivers of
dissatisfaction (Knox & Van Oest, 2014). To handle these situations managers have come up with
several service recovery options proposed by researchers which include compensation, apology,
empathy to name a few (Gelbrich & Roschk, 2011). In many studied cases by researchers, the main
issue in dissatisfied or angry customer context is not the failure itself but the treatment of the service
provider in that situation. A company with good customer service and superlative service recovery
in case of service failure, the customer will always trust the company in addition to loyalty and
repurchase.
The importance of customer satisfaction has become the prime factor of marketing and is
being largely studied and researched (Gurcan et al., 2019). The purchase behavior is influenced by
perceptions and expectations. Companies are there to fulfil those expectations profitably, keeping
them satisfied with their product or services. Vázquez-Casielles et al. (2017) argues that service
failures may trim down general consumer satisfaction, it is crucial to realize the availability of taking
corrective measures and creating service recovery. The literature has identified two essential
requirements in the service recovery process. First, the failure recovery procedure requires an
operational approach to handle the complaints effectively. Secondly, the service recovery procedure
requires to have a strategic approach, which suggests that the firm should seek guidance and learn
from complaints and must undergo a critical review of all activities of service steps to find the actual
reason of failure and find solutions to rectify those reasons of failure and take corrective action to
avoid the same occurrence in future. The execution of recovery measures to reconstruct the
relationship with the customer has various impacts on satisfaction, loyalty, and brand advocacy
(Gelbrich & Roschk, 2011; Wirtz & Mattila, 2004; Nikbin et al., 2013). Satisfaction and loyalty
depend upon the magnitude of failure, quality of relationship, and compensation offered (CambraFierr et al., 2015; Vázquez-Casielles et al., 2007).
Since keeping the customer satisfied is always a challenge, Saadat et al. (2018) argue that
the recent decade has witnessed large-scale system and structural changes due to globalization and

70

ISSN: 2523-0417(Online), 2521-5876 (Print)
An Empirical Study of Service Recovery with Perceived Justice Impact on Customer Loyalty: A Pakistan’s
Commercial Aviation Industry Perspective

these changes have also affected the aviation industry. As compared to the past,
passengers/customers have different perceptions and expectations from the airlines. Therefore, all
the functions of departments should be synced to keep the passengers satisfied. Passengers
encounter three stages while traveling i.e., pre-flight, in-flight and post-flight and all these stages
should be a delightful experience for the customer as they may face service failure or blunder at any
stage. Hazée et al. (2017) and Gelbrich and Roschk (2011) explained that according to the literature
of service marketing, service delivery, failure, and service recovery contribute to the brand image
and the quality of service being provided. In the recent past, the researchers have explained the
viable advantages of co-creating (also called co-recovering) the service by involving the customer
in the recovery process. Bagherzadeh et al. (2020) explained the idea of co-creation as to offer the
customer a feeling of empowerment and control in the situation of failure and they feel a higher
level of justice and fairness when they are involved in the decision making of the solutions in case
of service failure.
2.

Literature Review:

2.1

Customer Loyalty

Customer satisfaction is the key to customer retention which ultimately improves the
profitability of the firm by expanding its customer equity and market share (Lawkobkit & Larpsiri,
2015; Bin Mohd Amin & Piaralal, 2020). Attitudinal and behavioural loyalty is fundamental in most
of the known models of marketing Dick & Basu, (1994) as well as Oliver (1999), like customer
equity (Zeithaml et al., 2001), brand equity (Yoo & Donthu, 2001) and service recovery (Orsingher
et al., 2010). Loyalty fabricates the customer commitment which is of prime importance in
relationship marketing because it influences the purchase decision as well as helps in engaging a
long-term relationship (Bilgihan et al., 2013).
Loyalty is a mirroring of commitment and trust (Zaid et al., 2021). In today's business world,
loyalty is the most desired condition for firms. Loyal customers will go for a repeat purchase over
and over for a longer time (Khoa, 2020; Cheng et al., 2019; Pandey et al., 2020; Schirmer et al.,
2018; Wu et al., 2020). Loyalty depends upon the consumer experience during the consumption of
a product or service which in turn cultivate an emotional bonding between consumer and company
(Nastasoiu & Vandenbosch, 2019; Bricci et al., 2016). Loyalty in the service sector is very much
based on interpersonal relationships as compared to tangible products so, intangible features like
trust and reliability play an important role in nurturing and maintaining loyalty. Loyal customers are
the most precious asset of the company, the company tries to retain those loyal customers and attract
new ones. Now the marketing paradigm has shifted from conventional satisfaction to loyalty.
Previously companies were focused on satisfaction, price reductions, market share, whereas the
contemporary marketing central point is the retention of existing customers in addition to the new
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customers, lifelong customers, loyal customers (Budianto, 2019). Previous literature has shown that
commitment is a multidimensional construct, this study will explore the customer loyalty dimension
after facing a service failure.
2.2

Perceived Justice:

Justice theory firmly establishes the notion that consumer’s loyalty is pedestaled on the
experience and feeling that they were treated with justice (Murphy et al., 2015). Justice theory is
being investigated for more than three decades in different contexts including information systems
and marketing (e.g., Smith et al., 1999; Söderlund & Colliander, 2015; Tax et al., 1998; Fu et al.,
2015). The primary idea of justice is the same in all disciplines which affirms that actions taken by
the firms are evaluated based on fairness and just treatment by the consumers and employees and
they react in line with fairness and justice perception (Wetsch, 2006). Greenberg, (1987) devised
the justice theory which originates from the equity theory. Justice theory postulates that employees
of an organization observe the behavior of the organization which shapes employee's behavior and
attitude. Perceived justice is being studied in various relationship marketing studies to elaborate on
customer satisfaction and the loyalty process. This construct, in most cases, is used to deal with
service failure manifestation. Tax et al. (1998) argued that the justice framework provides a deep
understanding of the complaint process from emergence to the end. The theory assumes that
consumers gauge the exchange partner’s fairness between contribution-reward value and equality.
Perceived justice is considered as a promise of continuity of consumer-firm relationship which
develops higher consumer loyalty (Bahri Ammari & Bilgihan, 2019). Perceived justice in most of
the previous literature is a three-dimensional construct i.e., distributive, procedural, and interactional
justice. Distributive justice is the justice value between the cost incurred and benefits received in
return by the consumer, procedural justice is the justice value in the reliability of the complaint
launching process and interactional justice is the justice value that the consumer notices and perceive
during the interaction with the company during the service recovery procedure (Babin et al., 2021;
Bacile et al., 2018; La & Choi, 2019).
The Chinese consumer is influenced by perceived justice and positive perception can
enhance a positive word of mouth and loyalty towards the brand. (Zielke, 2014). Quality is the centre
of focus for consumers in the service industry, the stability of attribution can affect the relationship
between brand equity and repurchase intentions. Lee et al., (2020) revealed that the perception of
distribution and interactional justice has a positive effect on repurchase intentions in the situation of
service failure. The study also explains that the relationship of brand equity and repurchase became
weaken when moderated by the stability of attribution (Lee et al., 2020). The contribution of this
study to the existing literature is the analysis of the moderating effects of perceived justice and
attribution in the brand equity and repurchase intention relationship with a sample of Chinese
consumers. Sparks & McColl-Kennedy, (2001) argues that if the customer has the perception of
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injustice when received compensation or alternative in case of service failure, customer intentions
of repurchase will be weak. Enhancing the technology and training of employees to minimize
service failure will enhance the customer’s trust and repurchase intentions.
Muhammad & Gul-E-Rana, (2020) argues that the effect of perceived justice on customer
satisfaction in the situation of service failure has been widely discussed in the literature. This study
observes the mediating effect of forgiveness between the justice dimensions and customer
satisfaction in Pakistan’s banking industry context (Vázquez-Casielles et al., 2017). The previous
literature confirms the importance and critical role of service recovery in retaining the existing
customers in the banking sector and expanding the customer equity (dos Santos & Basso, 2012).
There are some contradictions also in the previous literature like, interactional justice has more
significant impact than distributive justice in the South African banking industry while in Spain, all
three dimensions of perceived justice i.e. distributive, interactional, and procedural justice have a
positive effect on customer satisfaction but procedural justice has a most significant effect on
customer satisfaction followed by distributive and interactional justice (Petzer et al., 2017).
Customer forgiveness influence on customer satisfaction after service recovery is recently being
argued by the researchers (Yagil & Luria, 2016). SBP, (2017) Pakistan has 33 banks with 13,628
branches across the country but the industry’s research on customer recovery aspect in Pakistan has
limited literature (Lakhi Muhammad et al., 2017). Bin Mohd Amin & Piaralal, (2020) explored that
the service recovery aspect is an ignored area in higher education. This study focuses on the students
of Malaysia who became dissatisfied when service delivery fails and don’t get effective service
recovery in return. The study explores the relationship between the justice dimensions (i.e.,
procedural, interpersonal, informational, and distribution justice) and service recovery satisfaction
along with behavioural outcomes.
2.3

Culture

Individualist (US-Canada, Etc.) and collectivist (Japan, East Asia, etc.) cultures are bipolar
in nature. Individualist first cares about themselves and immediate family whereas collectivists care
for the whole group of society from which they belong (Hofstede & Bond, 1984). Service failure
attribution varies in different cultures (Schoefer et al., 2019). Consumers of individualist cultures
focus on internal factors of failure, whereas consumers of collectivist cultures focus on the situation
and factors that are uncontrollable by the firm like bad luck (Choi et al., 1999; Mattila & Patterson,
2004; Menon et al., 1999; Pacheco, Geuens, & Pizzutti, 2018). That doesn’t mean that collectivists
are more loyal to the company, they are less likely to express their negative emotions because of the
strong bond with the society as compared to individualist society (Chebat, Roth, & Chebat,
2020a). Chebat et al. (2020) explores the effects of cultural differences on customer satisfaction
when experienced a service failure in the context of an individualist society like Canada and a
collectivist society like Japan. As services are provided by humans, service failures are unavoidable.
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Effective handling of failure is the only way to retain an angry customer. If the service recovery is
followed by recovery failure, it will make the existing customers dissatisfied, have a negative word
of mouth, and negative impact on repurchase. The recovery process involves much more than
offering a new service to angry customers (Chebat et al., 2015). It includes handling customer’s
negative emotions with empathy and care. This dimension is mainly culturally influenced which is
the focus of this research. This cultural dimension makes service recovery more complex. The study
discussed that individualists care for themselves and their immediate family, whereas collectivists
are mutually dependent and think for the collective gains of the group. Social harmony is at the core.
E. Chebat et al., (2020a) results showed the moderating effect of procedural justice on the
relationship between service failure and anger depend upon the customer’s culture. Secondly, the
presence of procedural justice has the positive effect on service recovery and reduce the anger of
customer. Procedural justice reduces the anger on failed services more effectively for an
individualistic customer than for collectivist customers. Chebat et al., (2020a) confirms that negative
emotions of the customers like disloyalty, negative word of mouth are due to their negative emotion
(anger) mainly rather than service failure. Consumer anger can be reduced through procedural
justice and distributive justice. Both of these forms reduce anger in individualist societies. Since
collectivist societies like Japan are sensitive to the signals of respect, politeness, and empathy.
Interactional justice seems to be appropriate for collectivists.
2.4

Co-creation

Lee et al., (2020) In the competitive environment of today's market of the service industry,
only a good complaint handling system is not enough, for regaining customer-firm relationships in
case of low-quality service or service failure. Jin et al., (2020) explains that the participation of
customers in the service recovery process has gained much importance in recent years and has
limited literature available in this area of service recovery. This study analyzes customer
controllability in respect of service failure to determine customer satisfaction. Previous literature
discussed the two types of failure i.e., outcome and process failure (Mattila & Ro, 2008). Outcome
failure is the actual service failure that the customer that customer receives and the process failure
is the unappreciated way of delivering the services. Controllability attribution had a different process
and outcome failure, for instance, a dirty room of the hotel is an outcome failure and the customer
controllability is low in this situation and it’s the full responsibility of the firm and it will ignite the
anger and dissatisfaction of the customer. Therefore, a sense of lack of control over the service
failure will attribute the failure to the service provider (Balaji et al., 2018). Jin et al. (2020) argued
that customer’s higher control over the service failure situation will lead to customer satisfaction,
positive word of mouth, and positive repurchase intension as compared to lower controllability over
the situation of service failure. The contribution of this study to the commercial aviation sector
research literature is specifying that both service failure types and customers’ perceived service
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failure controllability have the scope to influence their level of participation in the service recovery
process. Service failure where customers perceive lesser control over the situation is better handled
by the increased participation of the customer in the recovery process. Iglesias et al., (2020) showed
that customer participation in the growing concept in the service area in case of service failure.
This study demonstrates that the participation of customers at the beginning of the service
delivery leads to higher expectations of service recovery and results in low satisfaction. According
to the recent literature, treating customers as passive recipients of service recovery does not give
them a perception of control Cova & Dalli, (2009), in contrast, customers engaged in the service
recovery process get a higher feel of control which results in satisfaction (Ind et al., 2017). The study
also argued that there are more studies of successful customer participation than failed customer
participation in the process of service recovery. Customer participation can damage the image and
generate negative word of mouth in case of failure which will act as a double-edged sword in case
of failure. Greater the participation of co-creating the service, the chances of failure are unavoidable.
The study attempts to explore that which service recovery strategy in online hotel booking is more
effective and analyze three types of service recovery strategies i.e., company, customer, and joint
recovery. Iglesias et al. (2020) examines the effect of a transparent, more connected, and digitalized
environment which is a pressure point from the customer towards brands to make sure the corporate
social responsibility (CSR) practices and co-creation. The study indicates that CSR and co-creation
are interlinked with each other and extensive research is going on between their interrelations. To
identify the outcomes of the research and to identify the impact of CSR on customer loyalty
assuming as the mediator between co-creation and customer trust. Results show that directly and
indirectly customer loyalty is influenced by co-creation and customer trust and CSR. But the indirect
impact is comparatively stronger among the two that embracing co-creation and developing
customer trust which makes CSR practices much easier enhancing customer loyalty and directly
impacting co-creation and customer trust.
3.

Methodology:

The current study is quantitative research to determine the relationship between the variables
as when the data is required from a large number of respondents, the quantitative research method
is more appropriate (Matikiti et al., 2019). The convenience sampling technique is used which a
technique of non-probability sampling. This sampling technique is easy to use and understand and
the researcher has control over the sampling process. Due to COVID-19, face-to-face interaction is
discouraged by strangers, convenience sampling is used.
In the current study sample size is determined by using the Krejcie and Morgan table which
is very useful in determining the sample size of a finite population. As the population size of the
study is around 5000 who faced the service failure of Pakistani airlines in June 2019-June 2020, so
according to the table, the sample size is 357.
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In the current study self-administered questionnaire is used to gather the data and responses were
obtained through 5 points Likert scale starting from 1) strongly agree to 5) strongly disagree. The
Likert scale is an important psychometric response scale for the researcher because it can measure
attitudes and opinions more effectively. Response collected from the Likert scale can effectively be
used in SPSS to analyze the reliability and other statistical analysis. Questions included in the
questionnaire were according to the variables of the study and mostly derived from the previous
literature for authenticity. Service recovery and perceived justice (8 items) were measured with the
scale adopted from (Harrison, 2018), co-creation (04 items) were adopted from (Jin et al., 2019) and
(Jin et al., 2020), customer loyalty (2 items) was adopted from (Harrison, 2018) and cultural effect
(02 itmes) was adopted from the study (Chebat et al., 2020b).
3.1

Framework:

In this empirical study, the topic of research is the impact of perceived justice in service
recovery on customer loyalty in Pakistan’s commercial aviation industry. Mediation of co-creation
and moderation of culture is also analyzed. To evaluate the impact of service recovery, three
Dependent variables were induced along with one mediator and one moderator to analyze its effect
on the dependent variable. In the current study Distributive, Procedural and interactional justice
(Perceived Justice) serves as independent variables which are also known as controlled inputs,
following by mediator and moderator variable which shows there impact along with the independent
variables to see the result on dependent variable which is customer loyalty (Dependent variable) as
it is the output or outcome resulting from altering those inputs. In this study Co-creation is a mediator
variable that mediates the Independent and dependent variables with each other. The moderator
variable which enhances the relationship between independent and dependent variables is Culture
in the current study. This study is an attempt to contribute the moderation effect culture between the
perceived justice and customer loyalty and mediation effect of co-creation between perceived justice
and customer loyalty.
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Hypothesis:
H1: Distributive justice has a positive relationship with customer loyalty.
H2: Procedural justice has a positive relationship with customer loyalty.
H3: Interactional Justice has a positive relationship with customer loyalty.
H4: Co-Creation mediates the relationship between perceived justice and customer loyalty.
H5: Culture moderates the relationship between perceived justice and customer loyalty.
4.

Results and Discussion:
After the analysis, it was observed that among the 357 respondents, 32% respondents were
female and 68% were male. 35% of respondents were of the age between 20-30 years, 34% were of
the age between 31-40 years, 31% were of the age between 41-50 years. Only 2% of respondents
were having a Metric - Intermediate qualification, 45% were graduates, 52% had Master’s degrees,
and 1% having Doctorate. 57% of respondents were having up to 1 lack monthly income and 39%
were having up to 2 lack monthly income. Only 3% were having more than 2 lack monthly income.
Table 1 shows the summary of respondent’s profile.
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Table 1: Respondent Profile
Characteristic
Gender
Age

Education

Monthly Income

Classification
Male
Female
20-30 years
31-40 years
41-50 years
Matric-Inter
Graduate
Masters
Doctorate
Up to 1 Lack
Up to 2 Lack
More than 2 Lack

Frequency

Percentage

141
216
127
154
76
49
103
188
17
79
218
60

39.49
60.5
35.57
43.14
21.28
13.73
28.85
52.66
4.76
22.12
61.06
16.81

Correlation results show a positive relationship between customer satisfaction and
interactional justice by the resultant value of 0.253. This shows that the customers who have faced
service failure are very much concerned about the way the organization interacts with the customers.
Their apology, empathy, and willingness to solve the problem are important considerations to
comply with. The results also show a weak but positive relationship between procedural justice and
customer satisfaction with a value of 0.185. This shows that customers get happy with an easy
procedure of service recovery or compensation but it is less important than interactional justice. The
result of distributive justice and customer satisfaction is 0.221 which shows a moderate positive
relationship between customer loyalty and distributive justice. This means that informing the
reasons for failure along with compensation for the customers is important i.e., which alternates or
compensation are being provided in case of service failure. Co-creation and culture results show a
strong relationship with customer satisfaction with the values 0.341 and 0.681 simultaneously. This
shows that customers are more satisfied when they are involved (Co-creation) in the service
recovery process. Culture also plays an important moderation role between the three dimensions of
perceived justice. The results show that customers are more concerned with interactional justice and
distributive justice than procedural justice. The resultant value of ‘R’ is shown which indicates that
all three dimensions of perceived justice (3 independent variables) i.e., distributive, procedural, and
interactional justice explains customer satisfaction (dependent variable) by around 45 percent.
The ANOVA model values showed that the model of the study was stable and all the values
of the significance column are within the stability range. The coefficient measures the strength and
stability of a linear between the variables. In the current study, the Spearman correlation coefficient
was applied to measure the strength between the justice dimensions and customer loyalty and
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satisfaction. The results show that interactional justice has the most significant value than procedural
and distributive justice when dealing with customers who have faced a service failure. Cultural
moderation is also positive in the results (Järvi et al., 2018) . To keep the customers satisfied, the
firm should interact with customers in a friendly empathetic, and problem-solving way. E. Chebat
et al., (2020a) Results confirm that the customer’s behavioral intentions are directly dependent on
the emotions, anger can be reduced by the speedy recovery of service and compensation. Results
confirm the cultural cues responses like politeness and courteousness . The culture of the region also
moderates the relationship between perceived justice and customer loyalty. Albrecht et al., (2019)
analyze the effect of group service recovery (GSR/co-creation) on customer satisfaction and
hypothesized that co-creation has always a strong positive relationship on customer satisfaction but
results indicated a low positive relationship at low compensation level and opposite relationship at
high compensation level. Malshe and Friend (2018) results confirm the viability of co-creation in
customer satisfaction when faced with a service failure.
5.

Conclusion

The main objective of this study is to form an understanding of the direct effect of co-created
service recovery on customer loyalty in the commercial aviation industry of Pakistan. This research
is to build the probable causal relationship among the variables which are customer loyalty as the
dependent variable, perceived Justice is the independent variable, and culture is a moderating
variable to enhance the relationship and co-creation as mediating variable between the dependent
variable (customer loyalty) and independent variable (Perceived Justice).
In this study, the population is the airline passengers of Pakistan who have faced any kind of
service failure related to Pakistani airline in June 2019-June 2020 in Rawalpindi/Islamabad, A
questionnaire-based survey was used as the primary data collection tool. A convenience sampling
technique is used in the sampling process. Based on the above theoretical and empirical evidence,
the following hypothesis has been developed. H1: Distributive justice has the positive relationship
with customer loyalty, H2: Procedural justice has the positive relationship with customer loyalty,
H3: Interactional Justice has the positive relationship with customer loyalty, H4: Co-Creation
mediates the relationship between perceived justice and customer loyalty, H 5: Culture moderates the
relationship between perceived justice and customer loyalty. From the academic study's initial
findings, the model was developed and it’s revealed that perceived justice and co-creation have a
positive and significant direct effect on customer loyalty. The empirical testing was performed since
it is not easy to justify the superiority of any model theoretically. This study suggested the model to
empirically test and to verify that have a positive direct relationship among perceived justice, cocreation, and culture on customer loyalty.
Customer loyalty is operationalized by two concepts the passenger’s commitment to repeat
purchase and their willingness to tolerate a price increase, a delay, or cancellation of a flight. The
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findings of this study suggested that customer loyalty is increased even in failure when dealt with
justice and co-creation should be strengthened and implemented by involving the effected
passengers in recovery to boost customer satisfaction which will ultimately result in loyalty in the
commercial aviation industry in Pakistan.
The results of this study also show higher positive results for one dimension of perceived
justice i.e. interactional justice, it showed a high positive relationship with customer satisfaction and
loyalty (Waheed & Khan, 2019). The customers who are treated in the best manner on the front desk
with proper alternatives and information of service failure show a higher level of brand loyalty and
satisfaction. Skourtis et al. (2019) also confirm the results of co-creating and suggest that customers
are more willing to involve in co-creating, it increases their intrinsic motivation. Bin Mohd Amin
and Piaralal (2020) analyzed the justice dimensions and service recovery satisfaction and contribute
to the literature by adding that better treatment and policies and procedures to overcome the service
failure assist the service provider to satisfy the customer profitably and retain that customer to
increase the consumer base. The current study has also few limitations on analytical techniques
being used, Future researchers are expected to use more robust techniques for analysis to confirm
or reject the results more authentically.
5.1
Implications
The findings of the study contribute to airline industry of Pakistan. A serious handling is required
from commercial aviators in terms of service recovery in case of service failure. Airlines of Pakistan
should frame their service recoveries by focusing on co-creation and offer the compensation or
alternatives jointly which airlines can offer. Higher management should closely focus on the
effective complaint management system of the airline as lack of commitment may result in
unwanted results like negative word of mouth and lower profits. Employees who are involved in
service recovery should have the empowerment to deliver alternate or compensation to passengers
in case of service failures. The employees should have proper training sessions and refreshers to
identify the problems efficiently and prompt responses. Airline’s after-sales services should also be
easily accessible as in case of a post-flight problem like lost baggage, exchanged baggage, theft of
an item from baggage or feedback, the passenger must know whom to contact and how. Passengers
must be provided with the correct and accurate information in case of any delay or service failure.
To handle the annoyed customers, employees must be chosen and trained with the importance of
empathy and carefulness apologetic behavior even if the customer is wrong. They must be trained
on interactional justice according to the regional culture. Employee's skills must be enhanced from
time to time on interactional justice. Airlines should constantly monitor the performance of
employees while handling complaints and angry customers. Airline service recovery should be
strategically based on controllability. If the service failure is beyond the scope of the airline, then
the monetary compensation may affect customer loyalty. A superior distributive justice
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accompanied by a superior interactional justice can be a competitive advantage for the regional
airline which will result in higher profits.
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Design and Methodology: As a sample of 350 respondents from different Pakistani
banks from Rawalpindi and Islamabad. The instrument of data collection is
questionnaire, which consist of 32 items (questions). There are three parts of
questionnaire, one part for each variable. There are 6 items for visionary leadership, 8
items for pro-social motivation, 9 items for emotional exhaustion, and 9 items for
demographic data respectively.
Findings: Results of regression analysis for first hypothesis revealed that there is a
significantly positive relationship between visionary leadership and pro-social
motivation. Likewise, the results of regression analysis for second hypothesis revealed
that there is a significantly negative relationship between visionary leadership and
emotional exhaustion.
Implications: The findings of the study implicate that the visionary leadership in an
organization promotes the efficiency. The leadership qualities can be enhanced by
running leadership development programs.
Keywords: Visionary Leadership, Pro-social, Emotional Exhaustion, Regression
Analysis

1.

Introduction

Employees are the essential part of any organization and it is important to care about their
emotions. Organizations are introducing several options for leadership to manage emotions of
employees, also looking for social motivational cultures in organizations. Emotional exhaustion is
a common issue, which have been observed from past few decades (Ghalandari et al., 2012; Haque
& Aslam, 2011; Measure et al., 2006; Qureshi & Sajjad, 2015; Wigert & Agrawal, 2018). Pendell
(2018) found 44% of employees sometimes feel burnout while 23% always feel burnout, following
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Gallup study. Mostly emotional exhaustion is fundamental to burnout occurrence (Maslach et al.,
2001). It is important for organizations to avoid emotional exhaustion at workplace and it became
dominant understanding in literature (Halbesleben & Demerouti, 2005; Kristensen et al., 2005;
Measure et al., 2006). Particularly, banking sector deserves analysis for the increase in their stress
and emotional exhaustion. It could be caused by change in organizational preferences and practices,
especially, restructuring of processes after global financial crisis. Mostly bankers get stress,
substantially from workplace the time they restrain in their bank.
So, it is hard for individual banker to overcome stress and burnout in such conditions, majorly
caused by his or her career. Whenever, an individual gets fail to handle stress in several
circumstances in his or her career, its consequences lead to emotional exhaustion. International
Labour Organization (2016) reported that disturbing matters for employees in banking and financial
sector; included problem with the study of workplace efficiency, increase in the cases of violence
and stress, excessive work load, time pressure, contradictory roles, and difficulties in customer
relationship (Giga & Hoel, 2003) and another study by Wigert & Agrawal (2018) determined the
causes of emotional exhaustion. Among all these causes from both studies, majority causes are
related to leadership of the management. It is hard for them to manage burden to perform, events,
financial instruments, relations, organizational environment of banks, advancement opportunities
(Khattak et al., 2011; Near & Smith, 1983).
Resultantly, all these factors or constraints are demonstrating egocentric intentions of
bankers which mean absence of pro-social motivation, for instance opportunities for advancement
and target based tasks are unintentionally creating competition among particular employees of bank.
It turns to be very hard to tackle burden of workload, emotional imbalance, time pressure, and
conflicting roles without pro-social motivation of other colleagues. To answer the question “why do
employees go above and beyond to the job they are responsible to keep up their performance
efficiently?” Scholars related to organizational studies have started to climax the significance of
pro-social motivation to answer this question. Pro-social motivation means the aspiration to help
others. Pro-social motivation enables the system to enrich the persistency of performance, efficiency
and productivity by allowing commitment to moral principle, cause, capable to accept and consume
the negative feedback, and dedicated to those who get advantage from one’s effort (Grant, 2007;
Meglino & Korsgaard, 2004; Shamir, 1990; Thompson & Bunderson, 2014).
Therefore, leadership styles and their influences to realize shared objectives are crucial to
have in management skills. Since, leaders can change and facilitate all the efforts to improve
organizational performance (Yukl, 2012). Leadership skills are needed in organizations i.e. they
have introduced policies and standards to create or improve leadership skills as human resource
development program (Corcoran, 1995; Mendez-Morse, 1992). Vision is known as, a picture of
future that what will be but not yet and it explains the purpose of decision making in present. In
organizations, it is very important for management to have visionary abilities, where they can make
appropriate decision making. That’s why, visionary leadership is necessary to achieve future goals.
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People get inspire from leader and get empowered to work, eventually they find a clear direction.
Practitioners and researchers have worked a lot to identify leadership characteristics that enhance
organizational performance (Sharma, 2013; Vroom & Jago, 2007; Yukl, 2012). Zhou et al. (2018)
proposed that there is a positive association between employee creativity and visionary leadership.
So, considering the prior researches, which mentioned above are demonstrating that visionary
leadership would be positively related to pro-social motivation and negatively related to emotional
exhaustion. In this study we have examined the impact of the visionary leadership on pro-social
motivation and emotional exhaustion. Now, the results should show the positive impact of visionary
leadership on pro-social motivation and negative impact on the emotional exhaustion.
Here, two objectives for this study, given as follow:
 To examine that visionary leadership positively effect the pro-social motivation
 To examine that visionary leadership negatively effect the emotional exhaustion
2.

Literature Review

Visionary leadership, pro-social motivation, and emotional exhaustion have been the topics
of the discussion in literature, separately and collectively. Every variable one by one and explore
that what topic were under discussion related our model. Firstly, elaborate visionary leadership, next
pro-social motivation, and then emotional exhaustion.
2.1

Visionary Leadership

Vision is known as, a picture of future that what will happen but has not occurred yet, and it
explains the purpose of decision making in present. It is defined as “established goals and objectives
for individual and group action, which define not what we are but rather what we seek to be or do”
(Dhammika, 2014). In organizations, it is very important for management to have visionary abilities,
where they can make appropriate decision making. That’s why, Visionary leadership is necessary
to achieve future goals. People get inspire from leader and get empowered to work, eventually they
find a clear direction. Visionary leader become able to observe the signs of change, complications,
and obvious opportunities and also have distinct event and refined trend, as other people have all
that, but only visionary leaders can feel them before most of others. Another ability of visionary
leaders is to take risk on their anticipations.
Visionary leaders calculate future risk with the information they glean to insight about the
upcoming. If consider two dimensions of amount of risks we usually face, one risks type is cost
darer and other risk type is hard to manage because they vary from situation to situation or decision
to decision. We can’t stop to make decisions to avoid risk, because risk is the part of life, while,
doing nothing can be a greater risk. It is the important ability of visionary leader to communication
its vision properly to employees i.e. they can find a right direction to work. Therefore, leadership
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styles and their influences to realize shared objectives are crucial to have in management skills.
Because, leaders can change and facilitate all the efforts to improve organizational performance
(Yukl, 2012).
From past two decades, numerous dominant theories have raised to investigate the leadership
style and its effects on organizational performance, as Conger & Kanungo (1994) revealed the
charismatic leadership theories, Edema & A (2018) and Bass & Riggio (1998) have also worked on
different leadership styles. A study conducted by (Cheema et al., 2015) have examined the effect of
visionary leadership and employee engagement on the employee satisfaction and the customers
satisfaction, where visionary leadership was split into vision guiding and emotional commitment.
The results revealed that visionary leadership (vision guiding and emotional commitment) and
employee engagement are significantly related to the employees’ satisfaction and customers’
satisfaction. Further, outcomes explained that emotional commitment, which was the part of
visionary leadership, has significant relationship with employees and customers’ satisfaction.
The ability of a person to perceive and predict the future, able to face upcoming
consequences, having clearly anticipated decisions. Successful leaders more accentuate on vision
(Çınar & Kaban, 2012) and most of the exemplary leaders are defined by inspirational and visionary
abilities of their followers (Bass & Riggio, 1998; Conger & Kanungo, 1994). It has demonstrated
the strong effect of visionary leadership on organizational level, group level and individual level of
analysis, by Meta-analyses and empirical researches. Bunnoiko & Atthirawong (2017) have
investigated that influential factors, which are influencing the visionary leadership, and seek them
from the perspective of scholars and related studies (Howell & Frost, 1989; Manning & Robertson,
2002). It revealed the following influential factors, given as follow:
 Organizational Climate
 Communication
 Emotional Intelligence
 Creativity, and
 Traits
Visionary leader always knows that how to make strategy and the appropriate time to apply
it in the organization management that can change the company’s failure into future success
(Finkelstein & Hambrick, 1996). It is essential for visionary leaders to point out the future growths
and improvements by creating and communicating future vision for the organization (Robbins,
Judge, & Hasham, 2003). Visionary leaders have ability to empower the followers and allow them
to participate in the shared vision, which is linked with organizational needs and future goals and
objectives. Mostly, the visionary leaders have three following steps:
1. Sharing of Vision – creating effective vision, linked with the followers’ assessment and
ultimate results which brings emphasis on progress.
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2. Imagination of vision to link and communicate to the followers with that vision, and
visionary leader must effectively communicate the changes in vision and empower the followers to
participate in the decision of leader and make them feel responsible.
3. In case of any change expected in organization, visionary leader must be capable of
identify sub-vision and ensure the acceptance of vision by boosting confidence of followers and
enhancement in the efficiency of visionary leadership.
2.2

Pro-social Motivation

With the recognition of different scholars, pro-social behavior in the organization has been
the topic of interest and defined as, someone perform something with the intention of helping others,
or supporting the welfare of others (Javeed et al., 2019). Hu & Liden (2012) considered the prosocial motivation as the team motivation, which mean a little devotion has been used for the
motivation in team. They proposed the model in which they linked the team pro-social motivation
to the team effectiveness and team process as a mediating variable. It is defined as the aspiration to
promote and protect the welfare of others and it is different from altruism (Grant & Berg, 2012).
Motivation means reason to act, and pro-social means the intention to benefit others (Oxford English
Dictionary, 2014). In simple word, it is desire or willingness to help other people (Batson, 1987;
Grant, 2007). For the better understanding of concept, it is suitable to position pro-social motivation
in the basic background of motivation. And, many psychologists and researchers, including
Vallerand (1997), discussed that there are three levels of motivation generalization, given as follow:
 Global Motivation
 Contextual Motivation, and
 Situational Motivation
Global motivation – concentrates toward the employee’s orientation to specific goals and
actions, across situation and time. This orientation is relatively stable dispositional orientation of
employees.
Contextual motivation – concentrates on the motivation of employees to the particular
domain of behavior, which is moderate across the situation and time.
Situational motivation – concentrates on highly variable behavior of employee’s motivation
in the specific time and situation.
Another term, related to pro-social motivation, also has been circulated in literature called
‘public service motivation’ which is associated as common altruistic motivation to help for the
welfare of the community, a state or nation, or humankind (Rainey & Steinbauer, 1999). The unique
work value in the public administrative organization, and different motivations mostly observed in
the officials of public organizations relative to the officials in private sector are called public service
motivation (Perry et al., 2010). Job design has also been studied with pro-social differences, as the
job design stimulates the intentions to make pro-social differences and its effect on the actions and
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identities of employees. Pro-social motivation means the aspiration to help others. Pro-social
motivation enables the system to enrich the persistency of performance, efficiency and productivity
by allowing commitment to moral principle, cause, capable to accept and consume the negative
feedback, and dedicated to those who get advantage from one’s effort (Grant, 2007; Meglino &
Korsgaard, 2004; Shamir, 1990; Thompson & Bunderson, 2014).
It is important for any organization to enhance the performance and productivity of
employees and some scholars thought that pro-social motivation is a significant factor among others.
Grant (2008) has drawn a theory which claimed that pro-social motivation is useful to achieve
persistency, performance, and productivity, when it is accompanied with intrinsic motivation. As,
intrinsic motivation moderates between pro-social motivation and persistence, performance and
productivity. Pro-social motivation can be conceptualizing in trait-like term and state-like term, as
pro-social motivation reflects in the personality of a person (as a trait of sociability, nature of
kindness and values of relations for others (Meglino & Korsgaard, 2004), and as psychological state
of mind with pro-social attributes (it focuses on the protection and promotion of welfare of other
people by contacting with them) (Batson, 1987; Grant, 2007). If we consider motivation for prosocial actions and egoistic actions, we can separate them by heuristic model on the continuum.
Eisenberg et al., (2016) have elaborated both extremes and labelled them with different aspects of
motivation. Pro-social motivation is considered as Sympathy/Empathic Concern based (motivated
with goal of other’s welfare e.g. justice and equality) and other side is egoistic (motivated with the
goal of one’s own benefit or welfare) is associated with many motives.
Transformational leadership has ability to infuse the roles of employees with meaningfulness
but for all organizational settings it is not the same. As, public employees have to make positive
change for society but it is not important for leaders in different settings to highlight its pro-social
impact (Bellé, 2013). Some employees are aware of their job and the differences created by their
tasks that they are adding some positive in the society. Transformational leaders take part in public
sectors, where employees are not aware of their contribution to the society because in large
organizations, it is hard to make connection of between organizational goals and output generated
by them; therefore, it is not very effective that employees know about their inputs.
H1: Visionary leadership is positively related to pro-social motivation.
2.3

Emotional Exhaustion

Mostly emotional exhaustion is fundamental to burnout occurrence (Maslach et al., 2001). It
is important for organizations to avoid emotional exhaustion at workplace and it became dominant
understanding in literature (Halbesleben & Demerouti, 2005; Kristensen et al., 2005; Measure et al.,
2006). Particularly, banking sector deserves analysis for the increase in their stress and emotional
exhaustion. International Labour Organization (2016) reported that disturbing matters for
employees in banking and financial sector; included problem with the evaluation of workplace
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efficiency, increase in the cases of violence and stress, excessive work load, time pressure,
contradictory roles, and difficulties in customer relationship (Giga & Hoel, 2003) and another study
by Wigert & Agrawal (2018) determined the causes of emotional exhaustion. So many researchers
have studied job stress, job burnout, or job turnover, but they are incorporated in emotional
exhaustion. As, Ahmad & Afgan (2016) have inspected the relationship between job stress and
intention for job turnover with the job burnout incorporated as mediating variable. The result of this
study revealed that relationship between burnout and turnover intention is significantly positive
(greater the intensity of burnout, greater will be intent to resign) and relationship between job stress
and job performance is significantly negative (as the level of stress will move up, performance of
the employees will move down).
Chen et al., (2018) have studied the emotional exhaustion and passion of frontline employees,
which revealed that frontline employee with harmonious passion use the deep acting strategy to face
emotional labours and protect them from emotional exhaustion, while obsessively passionate
frontline employee use surface acting strategy and result more emotional exhaustion.
It can be defined as the strength or too much energy required by an individual to fail or
exhausted as burnout (Freudenberger, 1974), where burnout is physical and psychological state on
which an individual get exhausted. The theory proposed by Maslach has three dimensions of
burnout, and this study has chosen emotional exhaustion as common. These are explained as follow:
 Emotional Exhaustion (when individual exhaust his or her emotional energy resources,
resultant by the extreme organizational demands and excessive workload.)
 Depersonalization (when an employee creates the isolation between him and customer
and has no concern or sense of relationship to the customer.)
 Reduced Personal Accomplishment (when an individual fail to motivate itself for the
job and completely attenuated the nous of competence and professional success.)
Emotional exhaustion is a disturbing psychological state which impairs the effect of
motivational efforts of ethical leadership. The psychological empowerment of the leader directly
influenced by emotional exhaustion and employees’ potential for success indirectly influenced by
emotional exhaustion (Dust et al., 2018; Javed et al., 2011). In Workplace magazine Wigert &
Agrawal (2018) have concluded the five basic reason of emotional exhaustion (burnout), following
Gallup study, they found 44% of employees sometimes feel burnout while 23% always feel burnout
(Pendell, 2018). Those 5 causes of emotional exhaustion are given as follow:
 Unfair Treatment, Favouritism, Mistreatment at work by co-workers
 Unmanageable Workload
 Absence of Role Clarity
 Deficiency of communication and support from manager
 Undefined time pressure
H2: Visionary leadership is negatively related to emotional exhaustion.
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2.4

Theoretical Framework
From the above literature following framework is developed.
Dependent Variables
Independent Variable
Pro Social Motivation
Visionary Leadership
Emotional Exhaustion

The research model of this study consists of one independent variable and two dependent
variables. Visionary leadership is considered as independent variable while emotional exhaustion
and pro-social motivation are dependent variables.
3.

Methodology

In the field of research, one has to choose the appropriate methods or approaches to conduct
the research, and theoretical systematic analysis of those methods or approaches is called
methodology. Generally, it includes different concepts associated with branches of knowledge, as
quantitative and qualitative techniques, paradigms, and theoretical models. It is important to explain
that methodology doesn’t useful to solve the problem or to find the solution, while it helps to
understand the method or set of methods, or we can say best approach to solve the particular problem
or find the solution.
3.1

Research Design

Research design is the part of methodology in which procedures of method is defined, which
is used to measure the variables in research problem. It is the way to understand the nature of the
research. Techniques and Procedures (Questionnaire) – Techniques and procedures includes the
tools (questionnaires, questions of interview) and decisions employed with respect to philosophy of
the study, approach and strategy used, choice, and time horizon in the final stage to have valid
results.
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3.2

Population and Sampling

Total population is not defined because most the banks were not willing to disclose any
information regarding concerned branch. Therefore, we tried to make appropriate sample size of
370 employees from different Pakistani banks from Rawalpindi and Islamabad and distributed
questionnaires, only 350 responded. It is considered it important to discuss the sample sizes of few
studies, which have been conducted in banking sector of Pakistan as, Khan (2014) has collected data
of 250 employees of banks from Rawalpindi/Islamabad, Ghalandari et al. (2012) has distributed 133
questionnaire, and Khattak et al. (2011) have collected data of 237 bank employees. While
exceptionally, Haque & Aslam (2011) has collected data of 406 banking sector employees. These
studies are mentioned to justify our sample size and respondents.
3.3

Instrument

Our instrument of data collection is questionnaire, because it is famous for research method,
provide efficient and in expenses means of gathering large amount of information from different
sample size this tool is effective for measuring subject behavior preferences opinion and attitude.
which consist on 32 items (questions). There are three parts of questionnaire, one part for each
variable. There are 6 items for visionary leadership, 8 items for pro-social motivation, 9 items for
emotional exhaustion, and 9 items for bio data.
4.

Data Analysis & Results

Data analysis is the systematic process to determine useful information for decision making
from data by examining, purging, altering, and modelling the data sets. It is important for data to be
reliable for analysis, therefore, have to test the reliability of data for each variable by using the
software SPSS which is represented by the value of Cronbach’s Alpha, and then the results of
descriptive statistics. To compute the correlation and regression, first computed the means for every
variable. Here, it is represented with variable as, ‘VL’ for ‘Visionary Leadership’, ‘PSM’ for ‘Pro
Social Motivation’ and ‘EE’ for ‘Emotional Exhaustion’.
4.1

Reliability

The meaning of reliability is trustworthy or performing consistently fit, while, in research
reliability is refers to the reliability of tool or instrument used to assess information, which is
expected to generate stable and consistent results. We used items of every variable to compute its
reliability. Here, the measure of reliability is Cronbach’s Alpha, and the values of Cronbach’s
Alphas are around 0.70 for every variable. It means that the instrument is reliable. Following results
are showing the reliability of items.

94

ISSN: 2523-0417(Online), 2521-5876 (Print)
Impact of Visionary Leadership on Pro-Social Motivation and Emotional Exhaustion

Table 4.1: Outputs of Reliabilities
Reliability Statistics
Cronbach’s Alpha

No. of Items

Visionary Leadership (VL)

0.713

6

Emotional Exhaustion (EE)
Pro Social Motivation (PSM)

0.695
0.743

9
8

4.2

Descriptive Statistics

Descriptive statistics are the summarized representation of the given sample of the total
population. In our results, it is representing the number of items, mean values and standard deviation
of the data. Table 2 is showing the results of mean and standard deviation for each variable.
Mean of VL is 4.36, which is representing that most of the responses were around ‘4’ (as in
questionnaire) and 4 is supposed to be ‘Agree’. Banks are also attributing with visionary leadership
skills. Standard deviation is less than 1 (which is 0.83), which means responses were not so
scattered. EE have mean value around ‘2’ and 2 is supposed to be ‘Disagree’, so it can say that most
employees in banks are not emotionally exhausted. Standard deviation of EE is 0.53, which less
than the standard deviation of the VL. These results showed that bank employees are disagreeing
on having emotional exhaustion. Mean value of PSM is 4.37 (it is also around ‘4’), which is also
supposed to be ‘Agree’. Here, we can say that banks employees have culture of pro-social
motivation. The standard deviation is nearly 1 (which is 1.05). From the results of the descriptive
statistics, concluded that banks have association with visionary leadership which is appealing low
emotional exhaustion and high pro-social motivation.
Table: 4.2 – Results of Descriptive Statistics
Descriptive Statistics
Variables
Mean
Std. Deviation

No. of items

VL

4.3640

.82941

350

EE

2.1606

.52538

350

PSM

4.3654

1.05475

350

4.3

Correlation

It is the statistical relationship between variables. The results of correlation are showing that
VL has significantly negative correlation with EE, (it is supporting H 2) and significantly positive
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correlation with PSM (it is supporting H1). It means that in banking sector, as the degree of visionary
leadership will increase, degree of emotional exhaustion will be decrease. And, as the visionary
leadership will increase then pro-social motivation will also be increase. Here, we’ll ignore the
correlation between EE and PSM because it is not the part of our model.
Table: 4.3 – Correlation Matrix
Visionary
Leadership (VL)
Emotional
Exhaustion (EE)

Pro Social
Motivation (PSM)

VL

EE

PSM

1

0.618**
0.000
350
-0.392**

Pearson_Correlation
Sig. (2-tailed)
N

350

-0.453**
0.000
350

Pearson_Correlation

-.453**

1

Sig. (2-tailed)

.000

N

350

350

350

**

**

1

Pearson_Correlation
Sig. (2-tailed)
N

0.618

0.000
350

0.000
-0.392

0.000
350

350

**. Correlation is significant at the 0.01 level (2-tailed).
4.4

Regression Analysis

We have computed two regressions tests, between VL and EE, and VL and PSM. VL is our
independent variable and EE and PSM are dependent variables, first, VL to EE and then VL to PSM
shown as follow:

Visionary Leadership (VL)

Emotional Exhaustion (EE)

Visionary Leadership (VL)

Pro Social Motivation
(PSM)

Regression from VL to PSM (H1)
Regression analysis has three major result tables, known as model summary, ANOVA table,
and regression coefficients, and they are given in table: 4.4, table: 4.5, and table: 4.6, respectively.
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Table: 4.4– Model Summary
R

0.618

R
Square

Adjusted
R
Square

0.381

0.380

Std.
Error of
the
Estimate
0.83073

R
Square
Change
0.381

Change Statistics
F
df1
df2
Change

Sig. F
Change

214.610

0.000

1

348

The results of model summary are indicating positive correlation coefficient (R-square), it
tells that 1 times change in VL will leads to 0.381 times change in PSM.
Table: 4.5 – ANOVA Table
Model
Sum of Squares
1

df

Regression
Residual

148.105
240.159

1
348

Total

388.264

349

Mean Square

F

Sig.

148.105
0.690

214.610

0.000

ANOVA table is showing F-Statistics is highly significant as F value is 148.10, it means
we’ll accept H1 and conclude that visionary leadership is positively related to pro-social motivation.
Table: 4.6– Regression Coefficients and t-statistics
Model
Unstandardized
Coefficients
Β
Std. Error
1
(Constant)
0.938
0.238
VL_MEAN
0.785
0.054

Standardized
Coefficients
Beta
0.618

t

Sig.

3.938
14.65

0.000
0.000

Results of regression function (results are generated by SPSS) for first hypothesis ‘H 1’
revealed that there is a significantly positive relationship between VL and PSM, because the beta
coefficient of VL is positive value, which is 0.785 and constant change of relationship is 0.938. The
regression equation for this part of model is given as follow:
Pro Social Motivation = 0.938 + 0.785 (Visionary Leadership) + Error Term
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Table: 4.7-Regression results from VL to EE (H2)
R

R
Square

0.453

4.5

0.205

Adjusted
R Square
0.203

Std. Error of
the Estimate

Change Statistics
F
df1
df2
Change
89.645
1
348

R Square
Change
0.205

0.46916

Sig. F
Change
.000

Model Summary

The results of model summary are indicating positive correlation coefficient (R-square), it
tells that 1 times change in VL will leads to 0.205 times change in EE.
Table: 4.8 – ANOVA Table
Model

Sum of Squares

df

Mean Square

F

Sig.

1

19.732
76.600
96.332

1
348
349

19.732
.220

89.645

.000

Regression
Residual
Total

ANOVA table is showing F-Statistics is highly significant as F value is 89.65, it means we’ll
accept H2 and conclude that visionary leadership is negatively related to emotional exhaustion.
Table: 4.9 – Regression Coefficients and t-statistics
Model

Unstandardized
Coefficients
Β

1

(Constant)

3.412

Std.
Error
0.134

VL

-0.287

0.030

Standardized
Coefficients

T

Sig.

Beta

-0.453

95.0% Confidence
Interval for B

25.367

0.000

Lower
Bound
3.147

-9.468

0.000

-0.346

Upper
Bound
3.676
-0.227

Results of regression function (results are generated by SPSS) for second hypothesis ‘H 2’
revealed that there is a significantly negative relationship between VL and EE, because the beta
coefficient of VL is negative value, which is – 0.287 and constant change of relationship is 3.41.
The regression equation for this part of model is given as follow:
Emotional Exhaustion = 3.412 – 0.287 (Visionary Leadership) + Error Term
5.

Discussion

The current study endeavoured to examine the effect of visionary leadership on the
enhancement of pro-social motivation and attenuation of the emotional exhaustion in banking sector
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of Pakistan. Two objectives and two corresponding hypotheses (H 1 and H2) and tested them by
regression analysis. All the empirical results were in the favour of set objectives and hypotheses has
accepted by regression analysis. We have conducted four tests, first was reliability test (value of
Cronbach’s Alpha), second was descriptive statistics, third was correlation metrics, and the last was
regression analysis. First objective was achieved when correlation between VL and PSM came
positive and proved the positive relationship between them. And, second objective was come true,
when correlation between VL and EE was negative value which proved the negative relationship.
Regression analysis was solely used to test our hypotheses (H1 and H2), where H1 was tested to
examine the nature of relationship (positive or negative) from visionary leadership to pro-social
motivation.
As, positive relationship was observed from correlation metrics, and the result came as per
expectation. The value of beta coefficient (β) also turned out to be positive and p-value was too
small, which are showing that VL has significantly positive effect on PSM. Therefore, concluded
that visionary leadership is very useful to foster the pro-social motivation in banks. Here, if we only
consider the results of descriptive statistics to assess the current situation in banks, results are
showing that employees of banks are agree on presence of visionary leadership in their
organizations. It means that banks employees find visionary skills in their management. And results
regarding PSM are also demonstrating that responses of banks employees are supporting the
existence of PSM culture.
Second objective was realized when correlation between VL and EE came negative and
proved the negative relationship between them. Regression analysis was solely used to test our
hypotheses (H1 and H2), H2 was tested to examine the nature of relationship (positive or negative)
from visionary leadership to emotional exhaustion. As, negative relationship was observed from
correlation metrics, it was expected that this relationship will be negative and the results turned out
as expectations. The value of beta coefficient (β) was negative and p-value was too small, which are
showing that VL has significantly negative effect on EE. Therefore, we can conclude that visionary
leadership is very useful to reduce the emotional exhaustion in banks. Here, if we only consider the
results of descriptive statistics to assess the current situation of emotional exhaustion in banks, they
are showing that employees of banks are disagree on presence of emotional exhaustion in their
organizations.
5.1

Conclusion

First objective was achieved when correlation between VL and PSM came positive and
proved the positive relationship between them. And, second objective was come true, when
correlation between VL and EE was negative value which proved the negative relationship. The
value of beta coefficient (β) was positive, and p-value was too small, which are showing that VL
has significantly positive effect on PSM. Therefore, concluded that visionary leadership is very
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useful to foster the pro-social motivation in banks. The value of beta coefficient (β) was negative,
and p-value was too small, which are showing that VL has significantly negative effect on EE.
Therefore, concluded that visionary leadership is very useful to reduce the emotional exhaustion in
banks.
5.2

Suggestions

The model of our study is simple without any mediating variable or moderting vriable in
model. As, for futher research, there are options to used moderator or mediator between visonary
leadership and emotinal exhaustion. Further, this model can be examine in the perpective of
hospitals, the nursing staff of hopital can be population for this model. Future studies could
investigate the motivational varibales (intrinsic motivation, goal setting motivation etc.), effective
variables (job satisfaction), and behavioural variables (contextual performance, extra efforts) with
influence of visionary leadership or its interaction with them.
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