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ON THE SIGNIFICANCE OF REAL ESTATE
INVESTMENT TRUST FUNDS IN INTERNATIONAL
PORTFOLIOS i A CANADIAN PERSPECTIVE

Nicole GrandmontGariboldi
St. Thomas University, Miami

ABSTRACT: Taki ng a Canadian investorés perspecti
level asset allocation strategy and aniratlusive optimization technique for
assessing the benefits from including real estate investmenfunast [REITS]

in international portfolios. Using an gost mearvariance analysis, we evaluate

the benefits from including REITs in the domestic and international portfolios
diversified into established countries, into emerging countries, and into the
combination of both established and emerging countries. Based on the outcome
of the bilevel allocation, international REITs represent an important part of the
efficient international portfolios. The results from-mtlusive allocation show

that Canadian RITs prevail over all the national assets of that category,
indicating that they play a significant role in maximizing the-rsturn benefits

of international portfolios. The findings suggest that efficient Canadian investors
should include at least doste REITs in their international portfolios.

INTRODUCTION

The absence of a global efficient portfolio suggests potential berfedits
international diversification. Evidence provided in the current literature indicates
that they depend largely on tlehoice of asset allocation strategi€&mons
(1999) could not rule out any combination of U.S. stocks, bonds, and cash as
being internationally efficient, from a U.
Melas and Tsouderos (2000) on their part found tlmatfgdios that aim to
diversify across countries and across industries provide markedly better-reward
to-risk ratios than the traditional asset allocation strategies that aim to select
country positions. In addition, Baca and Weiss (2000) argued thatdbstiial

factor is becoming increasingly important in explaining the national equity
returns of major developed countries. However, Kuo and Satchell (2001) found,
in common with Hestorand Rouwenhorst (1994), that the country factor
dominates the other dtors in explaining stock return variations. More recently,
GrandmomiGariboldi (2005) foundhat thebenefits from including emerging
markets inan international portfoli@epend on the country, on the industry, and
on the risk level preference.

Assumirg that low correlations among financial assets imply good diversification
opportunities, hie inclusion of REITs irdomestt and international portfolios
could contribute to asuperior performance in a mewmariance framework.
GrandmoriGariboldi (2005) foad that the correlations between industries are
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lower than those among countries; they also display moretertgyoral stability
compared to those between countriBased on a withindustry allocation,
Eichholdz (1996) concluded that international deifécation reduces the risk of a

real estate portfolio. Hoelsi and al. (2004) also confirmed that international
diversification can improve the performance of a real estate port@ikary and
MacKinnon (2007) on their part found that income trustslatdd riskadjusted
performance that far outperformed equities and bonds. In addition, according to
Canada Mortgage and Housing Corporation (2002), one of the most positive
aspects of REITs is thalthough they have a tendency to perform well in equity
market downturns, they also tend to fare well in equity market upturns. However,
the Canadian financial market is not entirely familiar or comfortable with REITs.
The geography and demographics of Canada make it less likely that Canadian
REITs will specialze in a market niche and diversify geographically to the same
degree as has been seen in the U.S. Hence, for a Canadian investor it would make
sense to diversify across countries in that sector. Further@oestzmanrand al.
(2002) argue that investing international markets expands the opportunity set,
but diversification relies increasingly on investment in emerging markets. Indeed,
GrandmoriGariboldi (2005) found significant benefits from including emerging
markets in an international portfolio inrtes of both risk reduction and return
improvement; expanding the U.S. portfolio into established countries provided
only risk reduction benefits whereas expanding the domestic portfolio into
emerging markets resulted in return improvement only. So, inpdaer we
diversify in both types of international markets.

However, given the current global financial crisis triggered mainly by
irresponsible and abusive mortgage lending practices, the securitization of risky
mortgage loans, speculative real estateestment behavior and the subsequent
real estate market bubble, investors may think twice before investing in real
estate financial devices. Nonetheless, adding REITs in an international portfolio
could provide risketurn benefits over the lorigrm. Curent research,
practitioners, and investors as well should benefit from further insight.

DATA

We usesectoral stock data for the period of January 200arch 2009 They
include thefollowing sectors: consumers staple, financials, materials, REITs, and
telecommunications. Because of the lack of total return data for many countries,
we use Standard & Poorso6 sectoral price ind
markets (Canada, France, Germany, ltaly, Japan, Switzerland, UK, US), ten
emerging markets (BrdziChile, China, India, Malaysia, Mexico, Pakistan,
Philippines, Thailand, Taiwan), and regional REITS indices. The choice of the
industries is in function of their market capitalization in emerging markets and
the choice of the emerging countries is indtion of data availability and their
market capitalization in the selected industries. Exchange rates are from
Morningstar data.
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DESCRIPTIVE STATISTICS

Consistent with the findings aBrandmoriGariboldi (2005) the correlations
between industries arewer (.44) than those among countries (.59) in the case of
established markets. (Please see Table 1). They also display more stability over
time. Also, sipporting the observations 8blrk (1993),correlation movements
seem related to volatility trendin the case of emerging markets, the sectoral
correlations (.53) are higher than the country correlations (.36) andethe\yto
react more to risk increase than the country correlation3hle.contrasts with

the results ofGrandmoriGariboldi (2005) but supports the view oKuo and
Satchell (2001andHeston and Rouwenhorst (1994), that the country famtyr
dominatethe other factors in explaining stock return variatiomghe case of
emerging markets. Different countries, industries, and tpasgods used in
previous esearch could explain the divengeesults.

METHODOLOGY AND FINDINGS

We take a Canadian investoro6s perspective. B
countries measure returns in function of their home currency, we first calculate

exchangeate adjusted returns. The monthly excharaje adjusted return ain

investment in the asset country i from the perspective of the jth country is

calculated as follows:

R =(1+R) (1+E) -1
where: R, = monthly return in country i, and; E monthly percentage change in
the currency of country i with respect to the currency of country j

It has often been argued that a diversification strategy is better achieved with an

optimization technique. Among others, Kleeberg (1995) provided some egiden

in support of this argument. Hencee u® the EnCorMorningstar asset

allocation optimizerder v e d from the Mheem-kaviandéet z 6 (1959)
optimization theory, to construdhternational portfolios. Based on returns,

standard deviations, and paiise orrelations for all asset classesder

consideration, we perform a mewariance analysis. The general model of

constrained (no short selling) profit maximization assumes no taxes, no

transaction and information costs.

To assesthe potential benefitsom diversifying by sector across countries, we
first test the normality of distribution of the efficient portfolid$e results show
Given that he normalityof distributioncamotreasonably bassumed, wese

the GraharHarvey (1994) Measuravhichis a nonparametric equahriance
method that is designed to compare a portfolio's performance with a reference
portfolio with the same unconditional variance.

We develom bi-level asset allocation methodology:
(1) At the first level, within each sectave construct the efficient frontiers of the
international portfolios Ees, Eem, and Eesem and compare them with the

6
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domestic portfolio (D). The international portfolios are derived from expanding
the domestic (D) stock portfolio, (a) into establishedlstoarkets (Ees), (b) into
emerging stock markets (Eem), and (c) into the combination of established and
emerging stock markets (Eesem). We lever the expanded portfolios Ees, Eem,
Eesem up or down in order to set their unconditional volatilities equahtath

the reference portfolio (D). The difference between the return of an expanded
portfolio and that of the domestic portfolio provides a measure of abnormal
return resulting from the inclusion of foreign securities. In the same manner, we
set the returs of the expanded portfolios Ees, Eem, Eesem to equal that of the
portfolio (D) to observe potential risk reductidfigure 1displays an example of

the comparative frontierén the case of REITshe international frontiers overlap
anddominate the domés portfolio. They also provide a larger opportunity set,
thus offering investors a wider range of rigturn preferences. This suggests
that Canadian investors would benefit from including international assets in their
REIT portfolios. The comparativedntiers of the four other sectors present a
similar pattern.

Our results extend on the previous findings of Eichholdz (1996) and Hoelsi and
al. (2004) that international diversification can improve the performance of a real
estate portfolio. They also gport the conclusion dsoetzmanrand al.(2002)
thatinternationaldiversification reles increasingly on the inclusion efmerging
markets As shown in Table 1, the country correlations in the REITs sector are
much lower than those in the four other sextexamined. The lowest enage
country correlation-(0303 in that sector is found in th@gseemerging markets.

Table 2 shows the composition of the eegtahdard deviation international
portfolios within each industry at the risk level of the doiceasset. We can
observe that, except for the REITs sector, the combination of established and
emerging markets results in superior return improvement compared to the other
diversification strategies. As shown in Table 1, the Canadian market exhibits the
lowest sectoral correlation among established and emerging markets, with the
exception of Thailand. This can explain the high percentage allocation of
Canadian assets in the international efficient portfolios set at the risk level of the
domestic assetsnlthe case of REITs, incremental returns over the domestic
portfolios could be achieved by increasing the risk level along the dominant
frontier.

(2) At the second level, within each of the diversification strategies D, Ees, Eem,
and Eesem, we optimize dhe five sectoral efficient portfolios to obtain the
following set of efficient frontiers: De v r 1+ E€Sc e wm r1, EEM D ¢ v g1 and
Eesem R v r 1, With ¢ ¢y &+ represating respectively each of the figectors.

We evalate the incremental returns from expanding the domestic portfolios into
international markets at the lowest and highest risk levels at which these
portfolios can be compared for both sets of domestic and international frontiers.



GrandmontGariboldi

Figure 2depicts the domeistand international frontierg\s we can observehe

lower domestic D¢ . r r and

Eemg, . u r r frontiers almost overlap while the higher Egs, -+ and Eeserg

w,r, 7 frontiers suggest potential benefits from including estaddisiountries and

the combination of established and emerging markets in an international
portfolio. The Eesem. .« rfrontier is the one in red\s shown in Figures 4, 5,

and 6, REITs represent more than fifty percent of the extended portfolios int
established markets (Ees) and into both established and emerging markets
(Eesem). Based on these observations an efficient investor should consider
including REITs in an international portfolio.

Finally, using a all-inclusive sectoradllocaion across countriesve construct
the efficient frontiers [, Ees,, Eemy, and Eesem. For instance, to create the
Eemy frontier, we optimize on all the Canadian and emergiragket sectoral
indices. Then we look for significant return improvemerd esk reduction from
international diversificationAs shown inFigure 3,the lower domestic D and
Eem frontiers almost overlap while theerlyinghigher Eesand Eesenfrontiers
suggest potential benefits from including establish countries and thenzdiob
of established and emerging markets in an international portfolio.

Compared to the Hevel allocation, the adinclusive methodology allows for
superior risk reduction benefits (Please see Figures 2 and 3); therefore it would
be appropriate forisk-averse investors. However, the dominant Eesem frontier
in the bilevel allocation provides a broader opportunity set for investors willing
to assume higher risks.

As it appears in Figures 7 to 11, except for the expanded portfolio in emerging
marketsat a higher risk level (Eem), Canadian REITs constitute an important
component of the efficient portfolios. In addition, in the portfolios diversified
into established countries (Ees) and into the combination of established and
emerging countries (Eesemfanadian REITs contribute to the efficient
portfolios to a larger extent compared to U.S. REITs. This can be attributed to the
lower risk posed by the Canadian real estate market than that of the U.S.
counterpart. At least in the period covered in thipgoa Canadian financial
institutions did not engage in risky positions as much as we have seen in the
United StatesMoreover, the industry correlations in the Canadian market are
much lower compared to those of the other eleven countries observed with ver
few exceptions. These low correlations can explain the diversification benefits
provided byCanadian REITs in an international sectoral stock portfdliey

also provide a good argument supporting the view that Canadian investors should
not be labeled shomebiased if they chose to allocate a substantial portion of
domestic assets in their international portfolios.

In the overall, our analysis suggests that Canadian investors would benefit from
including REITs in their international portfolios. Alstihe results in this paper

8
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indicate that using only one diversification strategy may not be the appropriate
way to construct a well diversified portfolio. The different asset allocation
methodologies discussed here provide distinctive opportunities degeadin
risk-return preferences. Looking at what happened in the past through different
lenses may be helpful. However, careful thought should be given to the
limitations of this type of analysis. First, optimization techniques present an
estimation risk. Als, it is possible to find statistically equivalent portfolios
situated on different frontiers. In addition, the model used in this paper ignores
transaction and information costs, and it assumes no taxes. The higher costs of
investing in assets of emergingarkets could outweigh the benefits from
including at least some of them in an international portfolio. Furthermsireg a
different period, different industries and countrieghis type of analysis may
result in different conclusion&inally, it woud be interesting to see if taking the
perspective of investors from other countries could lead to different results.

CONCLUSION

Based on monthly sectoral stock data for the period of January-28@Bch
2009 and taking a Ctive thid papen applies\bideset or 6 s per spe
asset allocation strategyd an alinclusive optimization techniquer assessing

the benefits from including real estatecome trust funds [REITs] in an
international stock portfolio diversified into established anaerging markets.
Using an expost mearvariance analysis, we evaluate the benefits from
including REITs in the domestic and international portfolios diversified into
established countries, into emerging countries, and into the combination of both
establibed and emerging countries. The witiridustry allocation results in
potential benefits from expanding the domestic REITs portfolio into international
markets. Based on the-leivel allocation, international REITs represent an
important part of the effieint international portfolios. In the aficlusive
allocation, Canadian REITs prevail over all the natiasasets of that category,
indicatingthat they play a significant role in maximizing the figkurn benefits

of international portfolios. The resslsuggest that efficient Canadian investors
should include at least domestic REITs in their portfolios
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TABLE |
COMPARATIVE AVERAGE COUNTRY AND INDUSTRY CORRELATIONS
ES &
ES EM EM ES
CORRELATIONS
CONSUMER 0.6068 0.5995 0.5602 CANADA 0.27446
FINANCIALS 0.6245 0.2498 0.3718 FRANCE 0.40918
MATERIALS 0.7828 0.5350 0.6106 GERMANY 0.52137
REITS 0.3582 -0.0303 0.1778 JAPAN 0.34513
TELECOMMUNICATIONS 0.5798 0.4264 0.3785 SWITZ. 0.41885
UK 0.76201
USA 0.34353
Average
Feb. 200eMay 2009 0.5904 0.3561 0.4198 0.4392
Feb. 2000Aug 2004 0.4353 0.2388 0.2159 0.2586
Sept. 200May 2009 0.5504 0.2775 0.3535 0.2658
Increase % 26% 16% 64% 3%

ES = Established Markets EM = Emerging Markets

10

CHINA
BRAZIL
THAILAND
CHILE
INDIA

0.3348
0.4574
0.2039
0.8413
0.7902

0.5255
0.3774
0.4534

20%
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TABLE 2

COMPOSITION OF THE EQUAL -STANDARD DEVIATION PORTFOLIOS
IN THE WITHIN -INDUSTRY ALLOCATION

CONSUMER

Eesem Eem

%

CANADA  61.26
FRANCE
GERMANY
JAPAN
SWITZ.
UK
USA
CHINA
BRAZIL
CHILE
INDIA
MALAYSIA
MEXICO
PHILIPPINES
S.KOREA
TAIWAN
THAILAND

Total
Return
S.D.

15.62

8.15
14.97

100
0.10
0.12

Ees
% %
76.28 87.40
6.89
5.72
8.95
3.10
0.00
11.67
100 100
0.08 0.08
012 0.12

FINANCIALS

Eesem Eem

%
54.7%

27.08
15.34

2.82

100
0.14
0.18

Ees
% %
53.05 89.05
1.63
9.32
28.89
16.62
1.44
100 100
0.15 0.07
0.18 0.18

MATERIALS

Eesem Eem

%
29.10

2.21

12.82
1551
40.37

100
0.17
0.21

Ees
% %
29.33 100

13.17
16.54
40.96

100
0.17
0.21

100
0.12
0.21

11

83.75

6.36

9.89
100
0.07
0.14

Eem Ees
% %
84.58 93.67

6.34
4.23
11.20
100 100
0.07 0.06
0.14 0.14

TELECOMMUNICATIONS

Eesem

%
17.21

8.07

50.42

8.02
14.14

214
100
0.09
0.20

Eem Ees
% %
21.30 100

51.55

9.50
14.16

3.50

100 100
0.10 0.00
0.20 0.20
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FIGURE 1

CONPARATIVEFRONTIERS -REITS

1.l—

11—

1) D

21—
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Standard Deviation (Risk]

FIGURE 2

CONPARATIVEFRONTIERS - 2nd LEVEL

- Eesem s
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Eemc, FEMRT
L Standand Devigtinn = 1134 Dcrmrt
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Stendard Devigtion (Rish)

12



Journal of Business and Behavioral Sciences

FIGURE 3

CONPARATIVEFRONTIERS - 318 LEVEL

Eesem,
Ees,
Da  Eemy
1 \H‘\H‘\H‘\H‘\H‘\H‘\H‘\H‘\H‘H\‘\H‘H\‘\H‘H\‘\H‘\H‘H\‘\H‘H\‘\H‘
L I T O A T S T A 8 A N A O A 1 T OV A B R

Standart Deviation (Ris)

FIGURE 4

EESLOW SDPORTEOLIO
REMS EES (50374

FIGURES

EESHIGH SDPORTROLIO
RETS EES (7410 )

FESCONS (11504
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FIGURE 6

ESENCONS (35.60% )

THIRD LEVEL PORTFOLIOS

FIGURE 7

EES ALL-INCLUSIVELOW SO PORTFOLIO
CANBRIFN Brbip )

USREM (5.40% )

SHTEL(1TH)

JEPCONS (6214
FROONS (15.71%)

FIGURE 8
EEN ALL-INCLUSIVELOW SO PORTROLID

CAREMD (19604 ]
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FIGURE 9
EES ALL-INCLUSIVERIGH SDPORTEOLIO
CARENE (15,034

USREN([15.14%)

FIGURE 10

THAREN (1047¥ )

FIGURE 11

EESEN ALL-INCLUSIVERIGH S0 PORTROLIO
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ABSTRACT

In this study we compare the student performance associated with
instructional delivery méiods, including pure aline, VOIP, hybrid, and
traditional classroom environments using a large sample of 2,077 students
enrolled in business, criminal justice, and public administration courses. We also
address the criticisms of prior empirical studigsusing an explicit measure of
course learning outcomes and controlling for both course and instructor
differences. The results indicate that with the possible exception of hybrid
classes there are generally no significant differences in student atiinime
course learning outcomes associated with the different delivery methods, even
when controlling for course and instructor. In addition, we examine the
correlation between course grades, student perceptions of learning, and our
objective measure of oose learning outcome attainment.

INTRODUCTION

Ontline course offerings in the professional disciplines, such as business,
medicine, education, and nursing has exploded in recent years, driven, in part, by
more sophisticated and available technology amgbart, by increasing demand
for such cour sest,rapdarttiiocnuall adr luynibvye rfsnany st ude
there have been an increasing number of scholarly research efforts, both
theoretical and empirical, designed to investigate the potentialefoning
achievement in ofine course offerings, particularly as they compare to the more
traditional classroom setting.

Theoretical ConsiderationsEducational theory suggests that there are
three major components to understanding the effectivenesaswouctional
activity i linking new information to old, acquiring meaningful knowledge, and
stimulation the use of metaognitive activities (Ally, 2004). The role that
instructional technologies play in achieving these three objectives has been the
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slbject of substantial theoretical debate over the past three decades, first with
respect to computer assisted learning in the classroom, and more recently, with
respect to otine and internebased learning (Clark, 2001, Kozma, 2001). On
one hand, theresia dominant school of educational theory thought that suggests
that delivery technologies do not, by themselves, significantly influence student
achievement (e.g., Schramm 1977, Clark, 1983), but simply offer the
mechanisms to adjust instructional strateg fit the type of technology being
used. Under this model, technologies, such as the computeritiee dgarning,
simply become vehicles of presentation, with content and instructional strategy
remaining the primary components that influence studehtevement. Even
within this school of thought, however, there is substantial disagreement. While
recognizing the role of both content and instructional strategy, some educational
theorists appear to place greater emphasize on the role of contest otiigits
emphasize the importance of designing an appropriate instructional strategy that
corresponds with the technology (Bonk & Reynolds, 1997; Kozma, 2001).

To a large, extent this particular view of-lme learning is based upon
the cognitive apprmach to education theory where learning is primarily an internal
process that involves reflection, motivation, and thinking (Ertmer & Newby,
1993; Janicki & Liegle, 2001). Within this context, the importance of the
student ds pr oc e s saum gf effod pxpended, the deptls of t
processing, and the studentobs exi sti
amount of learning (Craik & Lockhart, 1972; Kalat, 2002). Not surprising
within the cognitive theoretical perspective;lore learning hasiktorically been
viewed suspiciously due to the lack of control regarding student motivation and
effort, and the lack of immediate feedback (such as body language) regarding
student processing capabilities and resulting memory. Any effective use of on
line learning must therefore focus on the content and instructional strategy that
enables the student to more efficiently process the material into memory, such as
Achunkingo ma taganomeus manageable compumnents (Ally,
2004).

On the other handthere is a growing body of education theory that
suggest that unlike the technologies associated with traditional classroom
environments, the technologies associated withliren learning create a
fundamental change in the educational processlin@rinstruction, according to
Cole (2000) alters the nor mal l ear ni

he
ng

ng

am
Kknov

proce

particularly within the codiedeartersdtf Aasynchro

is argued, simply access materials differently, thus altering bathlittking
process between old and new information, and the way thatamgtdtive
activities are stimulated.

This view of online education seems to be grounded more within a
constructivist perspective of learning. Constructivist theorists tend to vie
learners as interpreting information and knowledge within their particular reality,
thus personalizing information into knowledge (Cooper, 1993; Wilson, 1997).
Here technology and learning cannot be separated, but rather form a combined
reality. Since lie technology becomes part of the personal instructional world
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real ity, | earners are seen as more nNnactiveo
Learners therefore fAconstructo knowl edge, r
through instruction. As suckhe online environment fundamentally alters the
construction of knowledge within the learner. In general, constructivist theory
tends to view odine, and particularly asynchronous, learning more positively,
arguing that its unique characteristics catually lead to an enhanced personal
instructional reaiciotmmu miaca&tdi onpo ni nif by preart i on
(Walther, 1996, Wenger, 2001).
An underlying theme of this more constructivist view oflioie learning
is that the cyberspace has its ownqui culture, geographical nature and human
law, Thus the key to student achievement is not so much the strategy of the
instructor, but rat her the particular ori ent
student brings to the dime environment (Eastin &&Rose, 2000).
For example, compared to the traditional classroom environment, the
web provides an immense amount of supplemental material that can be instantly
accessed parallel to the defined course materialit to the inexperienced user
this can beoverwhelming and counterproductive (Anderson, 2004). In addition,
under the lens of communitentered learning (Lipman, 1991; Wenger, 2001;
Wil son, 2001) the ability t-lneidetenel op a Al ea
viewed as a cultural skill that is qred from other broader dime activities of
the student. Learners not culturally comfortable with developinginen
interactive communities will likely experience difficulties, such as lower
attention rates, when asked to participate o leaning communities (Mason
& Hart, 1997; Hine, 2000). Within this constructivist framework, it can been
argued that student achievement within anlioe environment may be less
dependent on the teacherods skillofor instruct
the cyberspace comfort and commusityilding skills of the learneii and
clearly, with a new generation of learners and the wide availability of the web,
this new culture is rapidly developing. Under this more constructivist
perspective, one wouldxpect little or no difference in achievement between
traditional and ofline environments for modern, wexperienced students, and
possibly improvement given the opportunity to develop expanded learning
community experiences within an -ine environment (Anderson, 2004;
Harasim et al, 1995).
Empirical IssuesParallel to the growing theoretical debate regarding the
role of technology and eline education, the empirical examination of-love
learner achievement has also exploded. Prior empirical obsegpears to
indicate that, in general, student performance #tir@nand traditional classroom
versions of the same course is similar. This conclusion appears consistent across
many professional disciplines (e.g., Frydenberg, 2007; Corral et al, 2006;
Buckl ey, 200 3; Patter son & Har asym, 2001) ,
significant differenceo mantra (Russell, 200
In fact, there is some empirical evidence pointing to perhaps a slightly
better learning experience comimgrh the odine courses (e.g., Russell, 2001;
Hersh et al, 2001; Lipman et al, 2001; Maki et al, 2000), a trend that appears to
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support a more constructivist educational perspective. For example, in studies
where a significant achievement difference vi@snd between traditional and
ontline classes, there was about a four to one ratio favoridgnereducation
versus traditional classroom. (Russell 2001, 2008). However, a recent meta
analysis of 232 studies between 1985 and 2002 indicated a high ddgree
variability, suggesting that in some applications distance learning, including
various asynchronous forms, substantially outperform traditional classes, while
other applications favored classroom instruction (Bernard et al, 2004). The
authors, howeveisuggest that the major problem with interpreting the results of
prior research is the poor experimental design of previous comparison studies,
such as not controlling for course or instructor differences.

Likewise empirical research to date suggestsdbate subjects taught in
professional schools may, indeed, do better with the traditional format. For
example, the academic subjects within Business Schools where student
achievement may favor traditional classroom versulnenlearning appear to be
more applied mathematical in nature, such as in miara macroeconomics
classes (Brown & Liedholm, 2002, 2004; Terry et al, 2003, Coates et al, 2004;
Anstine & Skidmore, 2005), security analysis (Terry et al, 2003) and business
statistics (Anstine and Skidire, 2005) possibly due to the increased requirement
for rapid instructois t ud e n't Afeedbacko in these
their study of principles of macroeconomic classes, Harmon and Lambrinos
(2006) found that ofine formats resulted in sigficantly higher student
achievement while Navarro and Shoemaker (1999) found no difference, so it is
difficult to draw any clear conclusions yet (Navarro, 2000).

While the vast majority of prior research comparing student performance
between odine and taditional faceto-face classroom courses is descriptive and
exploratory in nature previously published studies that take a more experimental
or largerscale approach to the question still tend to suffer from serious design
problems (see Bernard et al, 208nd TalleriRunnels et al, 2006 for a complete
review of the validity problems associated with the vast majority of prior
empirical studies). The most obvious of these problems are found in studies that
pool different types of courses, without contradjifor course differencésthus a
marketing odine course may end up being compared against an accounting
classroom environment. Controlling for course differences may be important
since student learning outcomes naturally vary by course, but shouid barme
for all sections of the same course (TalRuoinnels et al, 2006).

Even studies that attempt to control for course differences, such as those
examining performance among different instructional delivery methods among
sections of the same courseiffer from various problems. The most important
of these issues include not controlling for different instructors (e.g, Corral et al,
2006). This is important since not controlling for instructor differences (such as
one instructor teaching dme setions and another instructor teaching
traditional classroom sections) introduces a potential confounding effect since we
might actually be testing differences in instructors rather than differences in
delivery methods. For example, in the empirical exatnns of economics
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classes discussed above, the often cited studies by Brown and Liedholm (2002,
2004), Terry et al (2003), and Coates et al (2004) all appear to examine courses
taught by different instructors.

Another important issue is the measurenerft A st udent performanc
Most prior research has not employed objective learning outcome assessment
measures, but rather employed other performance measures such as grades (e.g.,
Carswell et al, 2000) or more commonly, subjective student satisfaction
assessments (e.g., Arbaugh, 2005; Frederickson et al, 2005; Shin & Chan, 2004;
McCray, 2000). However, there is little empirical evidence to date that either
overall course grades, or especially subjective student assessments, are highly
correlated to objatve measures of course learning outcomes (Darby, 2007,
Worthington, 2002; Abrami, 1990). In fact, the usually cited criterion validation
studies of student evaluations (for reviews, see Abrami et al, 1990 and Marsh,
1987) were conducted primarily duritige 1980s, well before the modern notion
of broader course learning outcome assessments.

The use of course learning outcomes for measuring student performance
is, however, becoming increasingly relevant to instructional comparison studies.
In fact, couserelated learning outcome assessment has been mandated at most
universities in the United States, driven in part by recent policy changes at the
various professional school accrediting organizations, such as the Association to
Advance Collegiate Schoolef Business (AACSB), as well as the broader
regional university accrediting agencies, such as the Western Association of
Schools and Colleges (WASC). Recently, a few comparison studies have
attempted to use standardized outcomes measures, such as thef Tes
Understanding College Economics (TUCE), but this has been limited to only a
few more standardized fAcored subjects, such
et al, 2004).

A final problem that plagues much of the prior comparison research is
sample &e and research/instructor bias. Many empirical studies, particularly
those that indeed do attempt to control for course and instructor differences,
examine only a small number of courses, or even a single course, often with
limited enrollment (e.g., Has & Parrish, 2006; Frederickson et al, 2005;
Anstine & Skidmore, 2005; Lipman et al, 2001). In addition, almost all
previously published empirical studies use data where the researcher/article
author is also the instructor of the courses, thus creptibgntial experimental
bias. It should be noted that our data does not involve any courses taught by the
authors of this paper.

The present study attempts to address the most serious of the criticisms
leveled against prior empirical research that purptwt€ompare the student
performance associated with different instructional delivery environments. In
particular, we control for both course and instructor differences, and employ a
measure of student performance that specifically reflects the learnicgnues
associated with each course examined. In addition, our study represents a large
scale sampl e; with a sample size over two t
School of Business.
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DATA AND SAMPLE

The data comes from a large private university ketdan California.

The university has traditionally used classroom instruction, but within the last
decade has offered an increasing number ofinencourses. Currently the
university is one of the largest providers of-love academic courses in the
United States, with ctine and traditional classroom delivery modes about equal
in terms of numbers of courses offered. The university is presently offering a
number of different ofine course variations, including pure -tme courses,
Web-2 (VOIP) courss, and hybrid courses combining a traditional classroom
setting with odine components.

Our data comes from programs in business, criminal justice, and public
administration, al | admi ni stratively housed
Business. Theselasses are offered at both the undergraduate and graduate
(masters) level. The university makes substantial investment ilineon
technologies. The School of Business has a largéifudl resident faculty, but
also utilizes a number of adjunct instiars under the direct supervision of a full
time faculty coordinator. Most of the students are-maditional students, with
an average age of 33 years.

The university has used course learning outcomes for every core and
required course for several yeasit has recently revised its learning outcome
assessment process. Learning outcomes are established by a faculty committee
for each core and concentration required course within the School of Business.
There is an average of eight to ten learning au&sper course.

Assessment of course learning outcome attainment by students is
measured by a standardized learning outcome assessment test (SLOAT). The
School 6s SLOAT exams are developed individu
program by a committee of stent experts in the subject area, with questions
designed to assess each of the stated learning outcomes. As of tH#20QD06
academic year approximatelyehehi rd of the School ds core and
are given SLOAT exams.

SLOAT exams are adminered to every student in every section of the
course being assessed, regardless of instructor and delivery mode. SLOAT
exams are given at the end of the course period. The exams are scored on a basis
of zero (0) to four (4) points per learning outconk@r the present study, for the
SLOAT score we use the mean score of all the SLOAT learning outcome
guestions on a particular SLOAT exam.

Depending on the course, SLOAT exams consist of multiple choice or
short essay questions, or a combination of bétbr the short essay questions a
grading rubric is created so that there is consistency in scoring across all sections
of a particular course. Approximately 10% of all SLOAT exam content is essay,
with approximately 90% multiple choice. Exam design agdrris similar to
professional exams such as the C.P.A. exam. The School makes every effort
that the SLOAT exams are completely objective and consistent when evaluating
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the degree of learning that has been achieved by a student. SLOAT data was
collectad and analyzed for the entire academic year ZWE. A total of 2,077
SLOAT scores from 159 course sections were analyzed.

Other data collected included overall student grades and student course
evaluations. As with most universities, the student cowealuations are
multiple question evaluations (19 items) that gather student perceptions, with

sever al guestions directly related to perce
Afiknowl edge gainedo. For the Astudent percep
the mean value of the seven items directly related to course learning experience

(onafivepoi nt Likert scal e) . For Aistudent per

complete data from 127 sections (versus our full sample of 159 sections). For
this analysis, weusehese two measures (student grades ¢
of |l earningo) only to examine the degree of
SLOAT measure of learning outcome assessment. Instructors were requested to
submit the data to the researchers;hwétll student performance data being
completely anonymous. Our sample consists of over 90% of all the SLOAT
exams administered during the 260807 academic year within the School of
Business.
There are four modes of instruction used by the Universiti) strict
policies regarding course design-for all/l i ns
lineo instructors must follow the same deliywv
meet two times per week.
Traditional Classroom The traditional Brick and Mortaclassroom
approach with a live instructor in a physical classroom. There are no course
websites available to supplement the classroom contact time. Students have live
interaction with the professor every class session, as well as before and after class
and during office hours. Exams are administered in class. The course meets a
standard semester long 45 contact hours.
Pure Online: A course instructional websiteE{college is used for
course delivery. All graded assignments are submitted to the aielditexams
are taken online. Participation in asynchronous threaded discussions and
synchronous chat sessions is mandatory for every student and every course. Chat
sessions are held using two techniques, traditional text based chat, and voice over
IP (VOIP). In both cases a web tool for live document sharing is available to
instructors and students during the chat sessions. Document sharing allows the
professor to display material (Word documents, Excel spreadsheets and
PowerPoint presentations) oretbomputer screen for all chat attendees to view
and discuss just as if this was a traditional Brick and Mortar live class. The
number of synchronous contact (chat) hours is approximatebguemter to one
third that of the traditional course, the redt the time is spent in other
asynchronous online activities. The only contact the students have with the
professor is through chats and email.
WEB?2: all class sessions are held over the internet using VOIP and
document sharing the same as the onliness®, without benefit of a web course
site. The instructors and students carry on traditional classroom discussions and
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board assignments using the computer as the interface instead of the restriction of
the traditional classroom. Unlike online coursé#gb-2 classes do not have
course websites available to the students. There are no threaded discussions. All
interaction between the faculty member and students is during synchronous chat
sessions or via email. The course meets the standard 45 comniract ho

Hybrid: A combination of traditional Brick and Mortar classroom
instruction and online instruction using a course web&iteoflegd. The class
meets one day per week in a traditional classroom, like a traditional course. The
second weekly class mgng is an online synchronous chat session using both
text chat and VOIP with document sharing like an online course. All of the
traditional tools and activities of an online course are incorporated and used in
the hybrid course. The number of contdiete(and chat) hours is approximately
75% that of the traditional course, the rest of the time is spent in other online
activities |ike discussion boards. The uni
classes parallels the instructional literature where hybaslses are increasingly
being promoted as a way of combining the advantages of both classroom and on
line environments (Arbaugh, 2005; Easton, 2003; Coppola et al, 2002; McCray,
2000). In addition, there is some recent empirical evidence that hybrisl afpe
courses outperform other modes of delivery in more quantitative busaiatsd
courses like information systems, finance, and economics (Terry et al, 2003;
Abdullat & Terry, 2005).

RESULTS

As descriptive statistics, the mean SLOAT score amongladkes was
3.06 (n=2077), with a standard deviation of 0.772. SLOAT scores ranged from
a low of 0 to a high of 4. We were also interested as to the correlation between
the SLOAT scores and both student course gr
learningo This is of particular interest since
delivery comparison studies, as well as the current stream of research examining
the behavior characteristics of successfullioa instructors and students, the
value of student@mmunication modes, and performance differences in student
group formation, tend to use student perception measures as indicators of student
or class performance (see Arbaugh, 2005).

For reference, the mean course grade (combined graduate and
undergraduajewas 3.04 (4 point scale, with -+/n=2077), with a standard
deviation of 0.826. For all graduate courses, the mean course grade was 3.23,
while the undergraduate mean was 2.73. As
perception of | e a tenwitmamneandckads aectionassoreioh c o mp | e
4.05 for the pooled data (5 point scale). For graduate courses the mean class
section score was 4.08, while for undergraduate courses the mean class section
score was 4.02. Si nc e sposséswarg anortymopse r cept i on
upon collection we could not measure individual responses; thus the mean value
of 4.05 represents the average for 127 sections out of the 159 sections in the full
sample. The bivariate correlation between student grades and the SicO#&$
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was 0.599, statistically significant ak0.01 (n=2,077). For the graduate sub
sample the bivariate correlation was 0.625, while for undergraduate courses the
bivariate correlation was 0.554, both statistically significanp<®.01 (two-
tailed).

On t he ot her hand, t he bivari at e corr el
perception of | earningd and the SLOAT score
albeit still statistically significant gh<0.01 (two-tailed). For the graduate sub
sample the bivariate coreglon was lower, at 0.251, significantat0.05, while
for undergraduate courses the bivariate correlation was 0.365, significant at
p<0.01 As mentioned above, these correlations are for class section means, not
for individual students. While not theodus of this study, the rather low
correlation between fistudent perceptions of
course learning outcomes (SLOAT) draws into question previous empirical
comparison studies of instructional delivery that use student pientepto
measure class achievement.

The primary focus of our analysis, however, is on examining whether
there were significant differences in learning outcomes associated with the
different instructional delivery methods. Table 1 shows aveae analysisof
variance (ANOVA) for the pooled data, including all sections of all courses,
combined graduate and undergraduate. A total of 2,077 students were examined.
The most common method of delivery was the traditional classroom method,
with a total of 986 stdents. A total of 871 students took purelioe courses.

The newer delivery methods of Wband hybrid courses had substantially
fewer students in the sample, with 165 and 55 respectively. As observed in Table
1, the mean SLOAT score for the hybriducses was 3.34, statistically higher
than for the other three delivery methods. For the pooled data, no significant
difference was noted between Wahtraditional, and pure dine courses.

Table 1 also shows the ANOVA results for the graduate casube
sample, and the undergraduate coursessimiple. For the graduate ssdimple a
total of 1,287 SLOAT scores were examined, with no statistically significant
differences found between the four delivery methods. However, it should be
noted that only ondybrid section, with twelve students, was included in the
graduate sulsample. For the undergraduate -salmple (n=790) a significant
ANOVA (p<0.01) was found, with the hybrid course showing the highest results
on the SLOAT scord however, this findingshould be interpreted cautiously
since only two hybrid sections were included in the undergraduatsasule.

As with both the pooled sample and the graduatesautple, no significant
differences were noted between the other three delivery methods B2 We
traditional, and pure oA@e courses.

The above analysis, however, does not control for course differences or
instructor differences. Controlling for course differences may be important since
the SLOAT questions, which reflect learning outcomegjnadly vary by course,
but are the same for all sections of the same course. In addition, the grading of
the SLOAT questions is constant between all sections of the same course. In
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other words, all sections of the same course are graded by the saindfanbr
essay questions) or scored the same (for multiple choice questions).

In all, a total of eleven business courses were found that had traditional
classroom sections as well as pure internet sections of the same course during the
20062007 academigear. Undergraduate and graduate courses were included in
this analysis. The undergraduate courses with multiple delivery methods were, a)
Principles of Management and Organization, b) Principles of Macroeconomics,
c) Marketing Fundamentals, d) Intermaid Accounting, and e) Managerial
Accounting. The first three are required core courses for all business majors,
while the two undergraduate accounting courses are senior level required courses
for an accounting concentration. The graduate courses wittipla delivery
methods were, a) Theories, Practices, and Ethics of Leadership, b) Ethical
Concerns in Business and Management, ¢) Marketing Management, d) Statistics
for Business, e) Theory and Practice of Organizational Development and, f)
Seminar in Fancial Management. All of these courses are core requirements
for the School s graduate degrees.

Table 1: OneWay ANOVA by Delivery Method: SLOAT Scores
Traditional | Online | Web-2 Hybrid | F-statistic

Pooled (Grad | 3.01 3.09 3.07 3.34 4.158***
and Undergrad) (n=986) (n=87) | (n=165) | (n=55)

Graduate 3.09 3.16 3.20 2.99 | 1.256
(n=590) | (n=585) | (n=100) | (n=12)

Undergraduate | 2.89 2.95 2.86 3.44 6.217***
(n=396) (n=286) | (n=65) (n=43)

***=prob.<0.01, **=prob.<0.05, *=prob.<0.10

Table 2 shows the results of aiged ttest (twetailed) comparing the
SLOAT scores of traditional classroom sections with the pure internet sections
for each of these eleven business related courses.
Of the eleven courses examined, eight courses were found to have
significant differences between delivery methods. Of these eight courses, five
resulted in the statistically significantly higher outcome SLOAT scores for the
traditional classroom delivery versus the pure internet delivery. The
undergraduate cour seo fiMad ket itwmg aFumodamemt aslts
with 29 students taking pure internet sections while 74 students took the
traditional classroom delivery. Here the SLOAT scores for the traditional class
room delivery were significantly higher than the pumernet delivey (3.18 v.
247,p<0. 01) . The graduate cour se, AiSeminar i
total of 83 students, with the traditional class room scoring a mean of 3.23 (n=60)
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while the purenternet delivery scored 3.08 (n=23), a statistically significant

difference p<0. 10) . Similarly the graduate cours
Business and Manage me np®0l)clasdroos dedjvery f i cant |l y h
SLOATS (3.84, n=12) compared to pure internet courses (3.21, n=26). With a

total of 34 students,thegiacht e course fATheory and Practice
Devel opment 06 al so showed me<®.05) l8ghedAT scores
for the traditional classroom section (3.26, n=14) versus the pure internet section

(2.78, n=20). For the upper division undergm@eu accounting course,

Al nter medi at e Accountingo traditional cl ass
higher <0.05) outcome scores (2.91, n=41) versus the pure internet sections

(2.52, n=50).

In contrast three courses showed significantly higher learningpmas
for the pure internet sections. The gradu
had a total of 201 students, with 52 students takinginensections and 149
students taking traditional classroom sections. The mean SLOAT score for the
orHline sectionswas 3.52, while the mean score for the traditional classroom
sectionswas 3.2p€ 0. 0 1) . Similarly the graduate 0nSt a
a total of 208 students, with 99 taking internet sections and 109 in traditional
classroom sections. The meanCAT score was 3.10 for eline sections versus
2.61 for traditional classroom deliverp<0.01). For the core undergraduate
management cour se, APrinciples of Manageme
traditional classroom section had significantp<@.01) loweroutcome scores
(2.61, n=25) than the pure internet section (3.68, n=35).

No significant difference was noted for t
and Et hics of Leadership, o fiManageri al Acc
Macroeconomics. 0

It should be notednowever, that an important concern of the analysis
presented above (and in Table 2) is that even though we have controlled for
course differences, we still might be testing differences in instructors rather than
differences in delivery methods. This ismajor criticism of all of the previous
studies that examine outcome differences between delivery methods, where the
different delivery methods for the same course are taught by different instructors.

In fact, of the eleven course ssbmples analyzed ab®, all of the courses
involved sections taught by different instructors. Thus as both Bernard et al
(2004) and TallerRunnels et al (2006) note, the high variability in the
achievement results may be more a function of the confounding effects of
instrudor differences rather than delivery method&wus to control for both
course differences and instructor differences our final analysis examined only
those courses that were taught by the same instructor, with one or more sections
using one delivery methodnd one or more sections using another delivery
method. A review of all instructors in all sections revealed a total of ten courses
where one instructor taught different sections of the same course with different
delivery methods during the same acadensar. The courses where this
condition was satisfied included five of the courses discussed above (one course
had two different instructors, each teaching different sections with different
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delivery methods). In order to not identify individual instrustdahe courses are

referred to as SB1 to SB5

In addition, three other courses taught in the School of Business, but not
in traditional business disciplines, were identified that also met the common
These were a public @idtration course,
and atnwdo AcQJi2mi.n a l

course and instructor criteria.
referred to as

APAlO

Table 2: Mean SLOAT Scores by Course

Instructional Method

Traditional Online t-stat
Course Title (Grad, Undergrad| (mean) (mean) (2-tailed)
Principles in Mamagement and | 2.61 (n=25) | 3.68 (n=35) | 5.497***
Organization (u"
Principles of Macre 2.65 (n=103) | 2.74 (n=74) | 0.683
economics (u}'
Marketing Fundamentals () | 3.18 (n=74) | 2.47 (n=29) | 3.852***
Intermediate Accounting ({) 2.91 (n=41) | 2.52 (n=50) | 2.489**
Managerial Accounting (&) 3.29 (n=20) | 3.35(n=27) | 0.467
Theories, Practices, and Ethicy 3.20 (n=42) | 3.26 (n=120) | 0.551
of Leadership (g}
Ethical Concerns in Business | 3.86 (n=12) | 3.21 (n=26) | 4.258***
and Management (§)
Marketing Managemergg)™ 3.20 (n=149) | 3.52 (n=52) | 3.010***
Statistics for Business () 2.61 (n=109) | 3.10 (n=99) | 4.146***
Theory and Practice of Organ | 3.26 (n=14) | 2.78 (n=20) | 2.603**
izational Development (d)
Seminar in Financial 3.23 (n=60) | 3.08(n=23) | 1.903*

Management(d)

"=multiple instructors; ***=prob.<0.01, **=prob.<0.05, *=prob.<0.10

Table 3 shows the results of a pairedt (twetailed) comparing the
mean SLOAT scores for each of these courses where the same instructor taught
with different delivey methods in different sections.
controls for both course differences and instructor differences.
however, revealed only one course where there was a significant difference
between delivery methods the graduate iee |
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Here the mean SLOAT score of 3.22 (n=25) for the {niernet section was
significantly higher <0.05) than the 2.64 mean SLOAT score for the traditional
classroom. No significant differences were noted for the otimer cases where
one instructor taught with different delivery methods in different sections of the
same course.

Table 3: Mean SLOAT Scores for Single Instructor
Instructional Method

Course Title Traditional On-Line Web-2 t-stat
(Grad, (mean) (mean) (mean) (2-tailed)
Undergrad)
SB1 (u) 2.94 (n=31) | 2.66 (n=29) 1.231
SB2 (u) 2.95 (n=16) | 2.59 (n=12) 0.360
SB3 (u) 3.01 (n=22) | 3.33 (n=22) | 1.449
SB4 (9) 3.13 (n=27) | 3.33 (n=120) 1.406
CJ1 (u) 2.60 (n=17) 2.80 (n=12) | 0.996
SB5 (g)i 2.73 (n=56) | 2.94 (n=12) 0.824
Instructor 1
SB5 (g)i 2.42 (n=39) | 2.47 (n=38) 0.254
Instructor 2
CJ2(9) 2.64 (n=10) | 3.22 (n=25) 4.102%**
PA1 (g)i 3.45 (n=20) | 3.32 (n=16) 1.048
Instructor 1
PAL (g)i 3.42 (n=8) 3.40 (n=2) 0040
Instructor 2
***=prob.<0.01, **=prob.<0.05, *=prob.<0.10

DISCUSSION

In this study we examined the effectiveness of different instructional
delivery methods for a large sample of undergraduate and graduate business,
criminal justice, and public administration classes. In devedpfiis analysis
we attempted to address many of the criticisms leveled against prior empirical
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research. First, we employed an explicit measure of the multiple learning

outcomes developed for each course as

process ather than course grades, a single final exam, satisfaction surveys or
student course evaluations. Second, we controlled for course differences by
examining different instructional delivery methods for the same class. And third,
we controlled for instruor differences by comparing courses where the same
instructor taught the same course, but with different delivery methods in different
sections. In addition, unlike most prior empirical studies, the researchers were
not instructors of the courses withour data sample, thus we control for this
common form of experimental bias.

Four different instructional delivery methods were examined in our
sample of 2,077 students from 159 class sections. The two most common
delivery methods were the traditional desom and pure eline internet
delivery methods, with both being somewhat equal in numbers (986 and 871
respectively) A third, newer method, called W&bwas next in offerings with

part

165 student s. Anot her , more exepderi ment al

with only 55 students.
Our initial examination of the pooled data indicated little or no
differences between instructional delivery methods with respect to learning

outcome measures. A possible exception
however, s nce only three fAhybridd sections

to draw any definitive conclusions about this instructional method from our data.
But it is intriguing to note that a few recent, albeit much smaltate studies of
businesgelatedcourses have also found the hybrid form of delivery to be the
most effective (e.g., Terry et al, 2003; Abdullat & Terry, 2005).

When controlling for course differences, eleven different business
related courses were examined that were offered as botlopiine classes and
traditional classroom experiences during the same academic year. Th2 Web
method was not examined in this analysis since this method was used in only one
of the eleven businesslated courses. Controlling for course differences is
important since outcome measures tend to be cepesgfic. In our study, for
example, the SLOAT measures were developed specifically for each course, and
were ultimately scored across all sections of the same course by the same grading
process.

Examinirg these eleven courses revealed eight had significant
differences between delivery methods with respect to the SLOAT outcome
measures. However, the results were mixed with five courses indicating better
outcome performance from the traditional classroettirgy, while three courses
appeared to favor the puimternet delivery method. A review of the results
distribution did not reveal any consistent reason (i.e., graduate versus
undergraduate, core versus elective, qualitative versus quantitative) why one
delivery method appeared to outperform the other delivery method. Therefore it
is likely that the high variation in achievement results may be due to the
confounding effects of instructor differences, a common problem now recognized
in previous empiricalesearch (Bernard et al, 2004; Tall&unnels et al, 2006).
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Thus our final analysis controlled for both course and instructor
differences. Controlling for just course differences is still open to some criticism
since significant differences between rostional delivery modes may actually
represent instructespecific characteristics if different instructors teach the
different delivery mode$ particularly since the impact of instructor delivery
style and technique on student satisfaction in bothtioadl and orine courses
has been well established in the literature (Arbaugh, 2005).

A total of ten different instructors were identified that offered different
sections of the same course using different instructional delivery methods. Our
analysis imlicated that in nine out of ten cases there were no significant
differences between instructional delivery methods. The one exception was an
undergraduate criminal justice class, were the puréinendelivery method
significantly outperformed the tradinal classroom instruction.

Overall, the results of our study suggest that traditionalinen and
other delivery methods all have similar teaching and learning outcome
capabilities. As discussed above, most prior studies indicate that student
performance in online and traditional classroom versions of the same courses is
similar. These findings appear consistent across many professional disciplines
including business related courses (McCray, 2000), education courses (Knight,
2007), medical courses ¢@al et al, 2006; Anderson & Mercer, 2004; Patterson
& Harasym, 2001), and nutritional science courses (Buckley, 2003), with
evidence pointing to perhaps a slightly better learning experience coming from
the online courses (Hersh et al, 2001; Lipmanle801; and Maki et al, 2000).

But as previously mentioned, almost all of these prior studies that compare

student performance in dime and traditional classroom versions of the same

courses suffer from important experimental design problems, includgitg

controlling for different instructors, small sample size, or not using a specific

learning outcome assessment scale. However, in spite of the limitations

associated with prior empirical studies, our findings still remain consistent with

thegeneralencl usi ons of this prior research and t
significant differenced as suggested by Russ

There are several other important implications in our study. First, there
is a stream of literature that sugtethat experienced 4ni ne i nstructor s, i m
have an advantage in the-on ne environmento (Arbaugh, 200°¢
Easton, 2003; Coppola et al, 2002). While this is no doubt true, all of tlimeon
instructors in this sample were experienced,ifigataught multiple previous
courses in the chine environment. Yet, when controlling for course and
instructors, it is apparent that there still remains little or no differences in
achievement of learning outcomes between the traditional classroomrgelind
the online environment, even when the course is being taught by an experienced
ortline instructor. Thus, while an experienced-lime instructor will most
probably outperform a novice (as is true in any instructional settinglinen
experience does not make the dme course outperform its traditional
counterpart even when taught by the same instructor. Second, there is increasing
interest in hybrid courses that combine elements of the traditional classroom and

32



Journal of Business and Behavioral Sciences

the online experience. Whilewr sample did include some hybrid courses, with
generally good outcome performance, there was not a sufficient sample size to
draw a definitive conclusion.

There are clearly limitations to our study. First, there is naturally a self
selection process bye students in choosing which format they enroll in. There
are some indications that more engaged andtraalitional students will tend to
enroll in online courses (Skorga, 2002). However, most of the students in our
sample, in all forms of delivery rtieods, were nottraditional students due to the
uni versityodos education strategy. I n addi ti
students that enrolled in gni ne cour ses iinitially had #Amor e
those that enrolled in the traditional classroomnterpart. This leads to the
second possible limitation of our study. While unlike most previous research,
our study does employ a specific scale designed to measure learning outcomes,
we did not measure the studentodrse. knowl edge
Thus, we can not determine Aincreaseodo in kno
attainment of the learning outcomes associated with the course.

While there is a plethora of comparisortlore and traditional classroom
research regarding differencés perceptions and satisfaction, instructor and
student characteristics, student engagement, communication processes and other
behavioral themes, clearly much more research needs to focus on the basic
guestion of |l earning ¢erencesonmle performancat i s, Aar e
and | earning associated with different del i v
be answered by wetlesigned, large scale studies that utilize measures directly
associated with the learning outcomes associated with the ligepemirses. It
is our hope that the present study has provided useful results in this direction.
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ABSTRACT: World events of the past two decades have brought about a new
globalism of politics and power. These events have also afféletedvorld
economy and economic globalism. With increasing globalization of the
economy and capital markets, accounting and financial reporting differences
around the world become more obvious and problematic for global investors.
This paper discussesethistory of differences in accounting around the world,
the new globalism in financial and product markets, historical changes toward
harmonization of global financial accounting standards, the differences between
U.S. Generally Accepted Accounting Pripieis (GAAP) and International
Financial Reporting Standards (IFRS), and the movement of the U.S. Securities
and Exchange Commission (SEC) toward acceptance of IFRS for reporting in the
u.s.

INTRODUCTION

World events of the past two decades have brougbiitad new globalism of
politics and power. These events have also affected the world economy and
economic globalism. With increasing globalization of the economy and capital
markets, accounting and financial reporting differences around the world become
more obvious and problematic for global investors.

Recent decisions and proposals by the U.S. Securities and Exchange Commission
(SEC) to allow firms to use International Financial Reporting Standards (IFRS)
rather than Generally Accepted Accounting Pptes (GAAP) for financial
reporting to the SEC (and for listing on stock exchanges) will be discussed. This
globalization of accounting will be presented in terms of how it relates to the
globalization of financial markets. The U.S. role in the globttina of
accounting and financial reporting will be discussed. In addition, the possible
demise of U.S. GAAP and related implications will be discussed.

HISTORICAL BACKGROUND

The first lecture in an introductory accounting course will often include the
phrase, fAAccounting is the | anguage of busine
of the study and use of accounting information. The lecture may also identify
Luca Pacioli, an Italian monk, born in 1445 in Borgo San Sepulcro, Tuscany, as a
39
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significant ontributor to the origin of modern accounting. Pacioli was about 50

years old in 1494, just after Columbus discovered America. He published his

fifth book that year, entitte®umma de Arithmetica, Geometria, Proportioni et

Proportionalita (Everything Abait Arithmetic, Geometry and Proportion). This

work, often called theSumma contained 36 short chapters on bookkeeping.

Paciolids contributions have earned him the
Sheet o (Hi story of Doubl e ckiagh busitess Book keepi ng
transactions with the bookkeeping methods developed by Pacioli and others has

facilitated the growth of commerce throughout the world.

The development of accounting methods around the globe since the time of
Pacioli has depended on manycttas which have been different from one
geographic location to another. Mueller, et. al. (1994) give an explanation of
some of the differences in financial accounting in different areas of the globe.

Accounting is shaped by the environment in whichpéerates.
Just as nations have different histories, values, and political
systems, they also have different patterns of financial accounting
development. . .

In a number of countries (such as the United States), financial

accounting information is dioted primarily toward the needs of

i nvestors and creditors, and fdeci sion
overriding criterion for judging its quality. However, in other

countries, financial accounting has a different focus and

performs other roles. For example, omg countries, financial

accounting is designed primarily to ensure that the proper

amount of income tax is collected by the national government.

This is the case in most South American countries. In other

countries, financial accounting is designed &phaccomplish

macroeconomic policies, such as achieving a predetermined rate

of growth in the nationds economy. Wh e t
economic policy information is also useful to individual

investors and creditors is somewhat beside the point {pp. 1

Mueller, et. al. (1994) also list some of the variables that have shaped the
development of accounting methods. These include (1) the relationship between
business and the provider(s) of capital, (2) the political and economic ties a
country has with ther countries, (3) the legal system which exists in a specific
country, (4) the level of inflation, (5) the size and complexity of business
enterprises, (6) the sophistication of management and the financial community,
and (7) general levels of educatiofcven while recognizing these differences
around the globe which led to evolution of different accounting methods, the
authors recognize in the preface to their book the increasing forces of
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globalization. Since the time fls book was published in 1994he predicted
globalization has come, and the pace at which it has come has increased.

NEW GLOBALISM

Luca Pacioli and Christopher Columbus were contemporaries. While we now
know this myth is not true, we sometimes hear the myth that people at the time of
Columbus believed the world was flat and that Columbus was the one who
proved the world is round. Regardless of the geometry of the earth as a sphere,
we now have new arguments about the world being flat. The recent Thomas
Friedman (2005) bookThe Wortl is Flat describes a new twentyst century

world that had been flatteneflattened by the convergence of technology and
events that allowed countries such as China and India to become part of the
global supply chain for services and manufacturingis iew flat world has cell
phone users and travelers in the United States receiving technical support and
airline bookings from residents of India. It describes a new China that lacks the
infrastructure for household telephones but which now has mdnehoeies than
thenumber of landlines in the U.S.

The current financial crisis in the U.S. is being echoed all over the globe.
Financial markets are so interconnected that the foreclosure of a home in Florida
that backed a mortgage investment on Wak@&tcan affect the New York Stock
Exchange which can then affect stock exchanges around the world.

For most of the last century, the largest accounting firms were collectively called
the Big Eight. But starting twenty years ago mergers led to the Bign 31989

and the Big Five in 1998. The most recent reduction to the Big Four took place
in 2002 after Arthur Andersen was involved with the Enron scandal. To continue
to be competitive the largest CPA firms have grown internally; they have also
grown exernally through mergers with or acquisitions of other firms. The Big
Four all consist of firms in different countries with global strategic alliances and
international connections (Big Four Auditors, 2009).

The growth of the international accounting feqarallels the growth of business
activity with companies across the globe. Because of differences in accounting
methods used in different business centers in the world there is a need for
international accounting standards that allow comparison of auegavith
foreign subsidiaries and international dealings. Investors around the world need
a common ground to compare investment opportunities.

iThe i nt er n asetiing prackss lzegan sedearat decades ago as an
effort by industrialized nationdo create standards that could be used by
developing and smaller nations unable to establish their own accounting
standards. But as the business world became more global, regulators, investors,
large companies and auditing firms began to realize the tenpme of having

41



Bean, Smith and Fisher

common standards in al/l areas of the financi
Ad).

ACCOUNTING PROFESSION RESPONSE TO GLOBAL
DEMANDS

Generally Accepted Accounting Principles, known as GAAP, are the substantive

authoritative support foaccounting procedures in the U.S. GAAP has been the

bible for U.S. accountants for almost 75 years. The profession has considered

this compilation of pronouncements measuring nine inches of pages filled with

fine print and encompassing three volumes ® bt he fgol d standar do
accountants (Crovitz, 2008). Since 1973, it has been the Financial Accounting

Standards Board (FASB) that has set accounting standards in the United States.

However, it is the U.S. SEC that has ultimate authority over finaac@unting

and reporting for companies with securities traded in the securities markets in the

United States.

AiThe Securities and Exchange Commi ssion (SEC
guasijudicial agency of the United States government. The SE@stablished

in 1934, in conjunction with the passage of the 1933 and 1934 Securities Acts, to

help regulate the United States securities m

The need for securities regulation resulted from the natural evolution from a
barter eonomy, operated mostly through proprietorships and partnerships where
the owners were the managers, to an economy which included corporations. The
corporate form of business gives more opportunity for absentee owners who are
mostly investing but who hawétle, if any, direct management control. Since
ownership in these corporations was evidenced by securities, it became
increasingly important for owners of securities to have confidence in the
financial reporting of the companies in which they had osmpr Although
advocates of regulation existed before the SEC was formed, securities scandals in
the 1920s and the stock market crash in 1929 were major factors leading to the
formation of the SEC (Skousen, 1991).

The SEC has generally been supportivettaf accounting profession setting
accounting standards. It has allowed the FASB and its predecessor bodies to
continue their work in setting accounting standards. However, the SEC is not
without its influence in the standard setting process.

It shouldbe noted that GAAP is not used by all entities in the U.S. Only those

with publicly traded securities that are regulated by the SEC are formally

required to follow GAAP. In general, proprietorships, partnerships, and privately

owned corporations are notquired to follow GAAP, at least not by the SEC.

Some of these entities may choose to follow GAAP, either to meet requirements

of lending institutions or so their financial statements can be more easily
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compared with those of companies that are requoddliow GAAP. The U.S.
federal government uses its own accounting standards. State and local
governments have a different set of accounting standards set by the
Governmental Accounting Standards Board (GASB). In addition, other
nonprofit entities uselifferent accounting standards. These governmental and
nonprofit entities do not have a profit motive. Also, although they have
stakeholders, they have no stockholders who have purchased securities to
represent an ownership interest. Thus, althouglcdneept of accounting and
financial reporting is still important for these entities, there is no specific need for
global standards for these entities as they are not involved in raising equity
capital through the global securities markets.

For many years: call for harmonization or convergence of accounting standards
around the world was made. However, the progress toward this objective was
rather slow. As early as 1988, the SEC began encouraging international efforts
to develop a set of accounting sands (AICPA, 2008), but even then, not much
progress was made for several years.

In 2001, the International Accounting Standards Board (IASB) was organized as
a successor organization to the International Accounting Standards Committee
(IASC). The purpse of the IASB was to develop IFRS. The SEC and the FASB
have worked closely with the IASB on many projects, and recent progress toward
a global set of accounting standards has accelerated. In 2002, the IASB and the
FASB issued the Norwalk Agreement. hi§ agreement indicated a joint
commitment to the development of a set of high quality accounting standards that
could be used for both domestic and crogeder reporting. By 2005, the SEC
issued a roadmap for allowing foreign companies to file staterimsded on
IFRS in the U.S. without any reconciliation to GAAP by 2009 or earlier.
However, this part of the roadmap was actually implemented in 2007. As of
2007, foreign filers were allowed to use IFRS without any GAAP reconciliation.
Also in 2007, theSEC began serious discussion about allowing U.S. public
companies the same option to file using IFRS with no GAAP reconciliation
(AICPA, 2008).

In November 2008, the SEC issued an updated roadmap, which if followed, will
lead to the required use of IFR& U.S. filers by 2014 with some filers being
allowed to use IFRS beginning in 2010. This roadmap is now open for public
comment, and is not a final decision. The required use of IFRS is dependent on

Aii f the Commissi on b e lteied and for thetprotéction be i n t he
of investorso (SEC Rel ease, 2008, p. 70816) .
this proposed roadmap represents an amazing amount of progress in the possible
internationalization of accounting standards in just a few short.years

What is the extent of the wuse of | FRS curren

around the world currently require or permit IFRS reporting for domestic, listed
43



Bean, Smith and Fisher

companiesd (SEC Release, 2008, p . 70818) . B
acceptance ofFRS, it is important for the U.S. to consider its financial

accounting and reporting requirements, especially in light of the globalization of

capital, product, and service markets.

GAAP VERSUS IFRS

Among the reasons for abandoning GAAP in favor ténmational standards are

the complex rules used in preparation and interpretation of GAAP financial

statements. GAAP versus IFRS has been compared to rules versus principles,

form versus substance, and letter versus spirit. An article by Geoffrey Colvin

(2002) makes a comparison of National Football League rules and international

soccer rules. NFL rules are detailed and voluminous, whereas soccer rules are

Aimore | ike a set of gener al principleso with
judgmentleftta he referee. Further, he states, i .
They reflect cultures. Thus the U.S. approach to accounting is much like its

approach to football, while the rest of the world crunches numbers sort of like

they play soccer. The fdamental difference is that we Americans love rules. If

theybébre really specific and complex, we | ove

Colvin goes further with the following statements:

As in football, itos f ar from cl ear whi c
one thing we kaw from experience is that complex rules spark

complex attempts to game the system. Anyone who has worked

in a company with a complicated bonus plan knows how this

happens. A bigger example is our tax co
and most detailed, which haspawned a muHbillion-dollar

industry devoted entirely to playing it like a fiddle.

As American accounting rules have multiplied, those forces have
intensified. Ever smarter, more expensive lawyers and
investment bankers have focused on gaming thesrbkcause

itds worth their while; the stakes are ex
i s Enronés nearly i ncomprehensi bl e par
concealed the companyds true financial S

violated any accounting rules. Where did those schemes
originate? We may never know, though a CFO recently asked

me , rhetorically, 6Do vyou honestly bel i
[ Enro€é6®©®] exwas smart enough to think thos
(That ds-wanrgaksnbon for Fastow, who in ar

talking.) (Colvin,2002, p. 44).

Berkowitz and Rampell (2002) state that CPAs abdicate their responsibility to
use professional judgment when they rely so heavily on rules rather than
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principles. Rules help accountants avoid confrontation with clients. They can
say,néttayg fault, itds the rules. o The real
vs. narrow detailed rules. It is a cultural issue of lack of compliance with the

spirit and intent of standards. Another argument is that the rules approach is
driven by securitep | ai nti ffsé | awyers that are |l ookin
liability.

BENEFITS OF AND CONCERNS WITH IFRS

With the strong momentum to adopt global accounting standards the benefits
should be enumerated and analyzed. Comparison of performance for c@ampanie
in different countries is facilitated, which will increase investor confidence.
Compilation of financial statements for global subsidiaries is simplified. One
common language of business will expedite commerce. Theinthethree
volume set of accaing pronouncements plus interpretive information will be
reduced t o -inch FlR&X.6 (Cravitz,0 2008). According to
PricewaterhouseCoopers, the U.S. rules span 25,000 pages, compared with 2,500
pages of the IFRS (Henry, 2008). Complex rules sucth@se that allowed
Enron to omit the funding and debt related to its special purpose entities will be
omitted. Another benefit is that financial professionals will be more mobile in a
truly global economy with one accounting language. Thus, they witlelier

able to respond to the needs of global corporations around the world (AICPA,
2008).

The IFRS principles are simpler, but are they better? The impact eon-day

business matters is enormous. The change will impact how management

communicates ith investors as well as how some companies conduct business

with customers and vendors. IFRS may change employee compensation

computations.  Sophisticated planning will be required to implement the

standards. Company specific modifications will havebéomade. A cookie

cutter approach wonét work (PricewaterhousedC:

AfAnot her concern is that wor |l dwi de, many <cou
to international standards may never get to 100 percent compliance. Most

reserve the right to cee out selectively or modify standards they do not consider

in their national interest, an action that could lead to incomparabitite very

i ssue that I FRS seek to addresso (AICPA, 200

Some accounting professionals stated their reactiotietproposal to switch to
IFRS (News Analysis, 2008). One practitioner, Jack T. Ciesielski, is cautious.
He is afraid of a loss of information or a decrease in the quality of information
t hat professionals have been Thisisast omed to r
monumental undertaking, almost as complicated as a moon shot, and | would
hate to see investor information take a back
Analysis, 2008, p. 21). He is afraid that choices allowed under GAAP which are
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disallowedunder IFRS would create challenges for reporting, especially at the
time of the transition, for those companies who would be required to switch to
new accounting principles.

IFRS may give the accounting profession one common language. However,
financialst or i es may be considerably different
rules give little room for difference, but IFRS principles are broad. In addition,

some fAcountries that use | FRS have added
defeating the purpose ofagwhh st andardo (Henry, 2008, p .

Cunni ngham, a | aw professor at George Washi

get something that people think is uniform but is not. There is a real risk of a

veneer of comparability that hides a lot of diff;ke@es 0 (as quoted in
2008, p. 35).

As academics we are concerned about when IFRS should be integrated into
classroom textbooks and discussions. We are telling our students about the
changes on the horizon. With 2014 as the target date for U.Sc pobtipanies

to use the standards, what changes should be taught and when should they be
taught? Will students need to be bilingual until there is only one common
language (Nilsen, 2008)?

DISCUSSION

While some are worried about giving up GAAP for whattherceive as inferior
international standards and some are worried that the U.S. is moving too quickly
to accept new standards with unknown impact, Bruce Pounder gives some
insights about the updated SEC roadrflpunder, 2009) He indicates that if

we review the basic facts rather than get worried about the media headlines, we
will not have to worry as much about the SEC proposal. He says the document is
a proposal which has not yet been approved. Even if the roadmap is adopted as
approved, it does nabmmit the SEC to require use of IFRS; instead, it gives the
SEC time to think further (for three years) before actually making the decision.
Even if the SEC does proceed with implementation, firms would then have at
least three years (perhaps longerdoraller SEC companies) before they would

be required to use IFRS. In fact, Pounder implies that a much bigger
consideration for companies now will be the impact of the efforts of FASB and
the IASB to eliminate differences between GAAP and IFRS. Becaiufi@s

effort, GAAP will change dramatically over the next few years, regardless of
whether IFRS is eventually adopted for U.S. companies or not.

. . . the ultimate implication with regard to the Roadmap is that
any mandatory OswitERB&®IXyearoan U. S. GAAP

t

b

h
3
r

He n

t o

more from now wono6di tbées amaodrbe gl ibkaenlgyd teovr ent

be anorevent. In fact, as described in the proposed Roadmap,
the SEC wonot even consider requiring
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jurisdiction to use IFRS in the future unless and wtiitinued
progress toward the improvement and convergence of U.S.
GAAP and IFRS is made (Pounder, 2009, p. 22).

Due to the recent inauguration of President Obama and his appointment of Mary
Shapiro as the new Chair of the SEC, it is unclear how the SIEGowi treat the
roadmap. Mary Shapiro apparently has some concerns about IFRS and requiring
U.S. firms to switch to IFRS under the roadmap. She is also concerned about the
immense costs that will be imposed on companies if they have to switch to IFRS
(Jaworski, 2009). These facts only make it more uncertain about any switch and
the timing of such a switch.

Some final questions should be considered. Is the U.S. the superpower for
financial reporting? If so, should the U.S. try to maintain that poS§itigvVhat is

the role of a superpower in this sense? Is it to force others to adopt our
accounting and financial reporting standards or is it to facilitate more globally
acceptable standards for todayods gl obal
acceted accounting standards worth what the U.S. might give up by abandoning
GAAP for IFRS? The U.S. has been the pace setter with its GAAP for 75 years.
Should we be forceful and attempt to require all international companies listed on

U.S. stock exchangeas conform to our GAAP? Or is this an arrogant, naive,

and unsustainable positiamlight of the new globalism?

The current SEC proposal may lead to a decision that publicly traded companies
in the U.S. will implement IFRS by 2014. It appears thatWh®. would be
derelict if it does not adopt IFRS. However, if we give up U.S. GAAP to accept
IFRS, are we really givingp a better and more useful reporting system just to
facilitate global reporting standards? Or will IFRS, if adopted, be adopted
becaise it will, by that time, be better than either current GAAP or current IFRS?
Will IFRS improve accounting information for U.S. investors both because it will
provide better financial accounting and reporting information and because U.S.
investors will & better connected to the global capital markets because of one
global, consistent set of accounting standards?

CONCLUSION

Because of the increasing globalization of economic and financial markets, the
need for global accounting standards has increagdithough U.S. GAAP has
been the fAgold standardodo of financi al
good possibility exists that the U.S. will adopt IFRS within a few years, dumping
GAAP for the international standards. While some feel it would bepadsten

to give up GAAP for IFRS, others feel that it will be a positive move, especially
since IFRS would have to be much improved before the U.S. regulators would
accept its use for U.S. company filing and reporting. At least the move toward a
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global stadard would improve the consistency of the information flows that are
needed to make the global financial markets as efficient as possible.
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ABSTRACT

Electronic trading has been pivotal in the development and evolution of the
security trading industry over the past 30 years. This paper briefly describes how
electronic trading has been adopted in the United States and discusses some of
the major changes seen from the emergence and use of electronic trading of
securities. In conjunction with the advent of electronic trading technology and
regulatory changes, severalvwnalternative trading systems have emerged and
have created significant changes in the U.S. trading market structure. The
formation of electronic communication networks and dark liquidity pools has
created competition for the traditional trading venuahénU.S., such as Nasdaq

and the New York Stock Exchange (NYSE). Changes in the characteristics of
traded securities have also been observed with electronic trading and the use of
these new trading venues. These changes include reduced trading costsethcre
liquidity and trading volume, as well as increased volatility and decoupling of
price and quantity discovery. As a result of these advancements, investors are
now able to trade outside of traditional market hours, as well as trade globally.
Electronic trading has linked financial markets around the world and has
supported the growing trend of global trading.

INTRODUCTION

There are very few areas of life today that have not been greatly affected by
computing technology and the Internéhe securitie industry certaily has not
escaped the significant changes that technological advances have brbeght

have been changes to all stakeholders in this industry, including the investors, the
brokers, traders, and even regulators of securities tradirggeffects of the shift

to electronic trading are numerous and very much interrelgtedtronic trading

has not only impacted specific areas, but rather the whole financial community.
Changes have been observed in market structures, transaction pgydessing

costs, information gathering, investor trading habits, trading volumes and
liquidity. Institutional investors have become a dominating force, as they now
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manage many large hedge and pension funds and transact in the global market
An understandtig of how electronic trading has been integrated into the financial
community and the effects of this shift are critical to investdrsile many of

the impacts of electronic trading have been favorable to investors, there are some
areas where investors liWface greater challenges, such as increased volatility
that has resulted with electronic trading. With an understanding of the market
structure and security characteristics changes, investors can develop proper
investment strategies to meet investmeraigo

This report will begin with a brief overview of how electronic trading has been
integrated into operations at Nasdaq and the NYSE, which are the major players
in the U.S. market. A brief discussion follows on recent regulatory actions that
have resulid in the creation of new alternative trading systems. Discussion on
the major impacts seen from electronic trading will follow and conclude with
discussion on some of the major trends developing in the industry as a result of
electronic trading.

THE MOV EMENT TO ELECTRONIC TRADING IN THE UNITED
STATES

While much of the focus and news tends to indicate that electronic trading is a

fairly recent advancement, the evolution in the United States actually began in

t he 197006s. The f ournd dirstibegan as @womputerl ect r oni c
programs were created to automate the limit order book display and the trading

processes at various market places. This introduction of technology into the

financial markets was critical to facilitate efficient growth of theaficial

industry (Levecg and Weber 87) . As with ma
environment, technology has dramatically changed the landscape of trading and

will continue to drive changes in order to meet changing consumer demands. In

the United States, Ndag and the New York Stock Exchange (NYSE) have

traditionally dominated the trading landscape in terms of trading voluiigite

both the NYSE and Nasdag have evolved with technology and the movement to

electronic trading, both are facing growing competitihat is starting to strain

the dominance the NYSE and Nasdaq have enjoyed

In 1971 the Nasdaq stock market emerged as the first electronic dealer market for
trading ovetthe-counter stocks. There have been numerous technological
changes s i wmreation, Mrrdsedch a8 felped move the U.S. market
towards electronic trading as it is known today. One of the first electronic trading
systems was the small order execution system (SOES) which was created in 1984
and allowed for the electronic trading sifnall orders. According to Gordon
Macklin, the president of the National Association of Securities Dealers at the
time SOES was released, the SOES system was created to reduce the handling
costs of small orders (Simms.Bhis shows that the industry hasi¢precognized

the cost benefits that electronic systems can provide the securities industry.
Several years later in 1990 SelectNet was developed, which removed the order

50



Journal of Business and Behavioral Sciences

size limit of the SOES system and allowed brokers and dealers to trade larger
orders é&ectronically (Tseng 8frurther development of these systems lead to the
integration of both SelectNet and SOES into SuperSOES in.2004rSOES
provided the key benefits of both SOES and SelectNet and improved execution
times and liquidity (Tseng BupeBSOES was upgraded to SuperMontage in
2002The progression of these systems has allowed Nasdaq to comply with
changing regulations in the U.S. market, but also to remain competitive and meet
the needs of investors, brokers, and dealers who trade on Nasdag.

The NYSE has also throughout the years seen dramatic changes in its operations

and trading system#&Jnlike the Nasdaq dealer system, the NYSE is an auction

market which, until fairly recently, has operated a traditional trading floor

exchange. The NS began automating its trading opera
the creation of Designated Order Turnaround (DOT) system in 1976, which

allowed orders to be handled electronically 1984 this system was upgraded

and renamed SuperDOTSuperDOT further autorbed the process by

electronically sending orders to the specialists on the exchange. In 2000 Direct+

was implemented and connected member firms directly to the exchange to

immediately execute orderslowever, perhaps the largest change made at the

NYSE is the development of the Hybrid Market in 2005, created partially in

response to changing market conditioitie Hybrid Market combines the

NYSE&ds traditional floor exchange with a fu
often referred tThe NYSE btlibves thatf batls thedfastraadr k e t

slow platform of the Hybrid Market offer valuable services and that the hybrid

structure will provide consumers with great flexibility in tradil®pme of the

benefits of the fAfast 0ermmedkaddnymitynand ude Ai t s ¢
customer control, o0 while the fAsl owd market p
to meet special needs (Davis, Pagano, and Schwartz 14). The NYSE has

converted to the Hybrid Market as it faces marked competition both globally and

in the U.S. market from many of the new trading systems that operate

electronically. In describing the creation of the Hybrid Market, one author states
itechnol ogy has enabled it, competition has
compel | ed i t.Nany(ofthehnsw tradizg sy3dtéms which compete

with the NYSE have been created in response to regulatory changes initiated by

the Securities and Exchange Commission (SEC) and have driven the demand for

an electronic platform at the NYSE.

RECENT REGULATORY CHANGES IMPACTING ELECTRONIC
TRADING

While technology has enabled trading venues, such as the NYSE and Nasdaq, to
modernize its systems or for new trading venues to develop, the push and
requirement to move to electronic trading has also stemmed fronatery
changesThe securities industry in the United States is regulated in part by the
SEC, who has issued several new regulations that have been pivotal in the
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creation of competition of trading venues in the .WO§ significant importance

are Reguabn ATS and Regul ation NMS, whi ch
regulatory structure of the U.S. equity

to address newly created electronic trading systems (Mittelman 6).

Regulation ATS, which became effective in ApfiP99, has updated the
definition of an exchange that was previously defined by the Exchange Act of
1934. With the clarification of the definition of an exchange, Regulation ATS
effectively allows alternative trading systems to register with the SEChas eit

an exchange or a brokdealer systemin addition to changing the registration
classification, Regulation ATS stipulates the requirements that either an
exchange or a broketealer system must comply witfihe rules with which
alternative trading sysins must comply vary depending on the trading volume

of these systems, but now these new alternative trading systems serve as
competition for the traditional exchanges and bralealer networkdn addition

to providing alternative trading systems withdefined place in the market,
regulation ATS also provides added transparency (Miller and Mullen). According
to Regulation ATS, alternative systems must grant access to both members and
nonmembers to published quotes, and the price for access chargea-to no
members must be consistent witthat is charged to members (Division of
Market Regulation 10Quote access continues to be an area of focus for the
SEC, with additional regulation changes instituted in Regulation NMS.

Regulation NMS, which stands foralonal Market System, is a series of four
rules adopted in April 2005 by the SEC that has had a significant impact on the
way the U.S. industry operates. The four rules adopted consist of the Access
Rule, the Order Protection Rule, the SRénny Rule, andipdates to existing
Market Data RulesWhile all of these rules have impacted the market, the Order
Protection Rule and the Access Rule, arguably have had a more significant
impact to electronic trading than the others, particularly in the area of tiguidi
(Carrie 4), which will be discussed further. The Order Protection Rule, which is
often referred to as the Tradérough Rule, establishes protection for the best

bid or offer available electronically and prohibits orders from being executed at
prices iferior to this protected quote, despite the fact that the protected quote
may reside at another trading center (Ramage 30). The Access Rule provides for
nondiscriminatory access rights to quotes and limits the charges for such access,
similar to the prowsions included in Regulation AT8However, Regulation NMS
further requires under the Access Rul
prevent publishing quotations that would lock or cross the protected quotations of
ot her mar ket so (rMil tetselcrheenar6)y. aThne s e
orders and ensure that orders are being executed at the best possible price, but
this is not the only impact to the market place as a result of Regulation NMS
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ALTERNATIVE TRADING SYSTEMS

The passing of Regafion ATS has resulted in the emergence of two types of
alternative trading systems, electronic communications networks and dark pools
Under Regulation ATS, an ATS can be classified as an exchange or a- broker
dealer network, which is often referred to as Electronic Communication
Network (ECN)Dark liquidity pools, or simply dark pools, are another type of
ATS that are quickly changing how institutional traders buy and sell securities in
the U.S. These trading systems have become increasingly importhptavide
significant competition to exchanges, as Regulation NMS has allowed these
systems to compete on price with the traditional trading venues (Ramage 30)

ELECTRONIC COMMUNICATION NETWORKS (ECNS)

Since 1997 and the passing of Regulation ATS, E@Bige become a critical

component of the U.S. securities markECNs now compete directly with

Nasdaq deal ers, which has fAsparked a surge i
mar ketsodé (Mizrach and Neely 532). The SEC de
sysem that widely disseminates to third parties orders entered into it by an

exchange market maker or owee-counter market maker, and permits such

orders to be executed in whole or in parto
5).ECNs allow investors to traderdctly with one another instead of through a

middleman and often offer longer trading sessithan a traditional exchange.

As thereare ro middlemean used in this trading process, the ECNs work very well

in trading liquid securities, but illiquid or spekiarders are still best handled

through traditional means, such as an exchange (Mizrach and Neely 527).

Both retail and institutional investors frequently transact at ECNs as ECNs offer

several other benefits to investors in addition to extended tradung Among

these benefits are the investorsoé ability tc
ability to vary the size of trades without incurring additional costs, and the ability

to reduce clerical errors (Mizrach and Neely 5Pfg ability to trade laye

volumes without incurring additional costs is an especially important benefit

realized by institutional investardnstitutional investors can utilize ECNs to

rebalance portfolios more often without incurring large costs and thereby

improving the portfio management process (Mizrach and Neely B&€uracy

is also particularly important to institutional investors with large orders.

The ability to efficiently transact on various ECNs has spurred competition in the
U.S. marketplace with traditional exatges and Nasdad@y 2000 there were

nine ECNs available to transact at: Instinet, Island, Bloomberg Tradebook,
Archipelago, REDIBook, Strike, Attain, NexTrade, Market XT, and GFI
Securities This competition has driven some reorganization and consolidation

not only ECNs, but also various stock exchanges. While many of these ECNs
have been bought and sold since 2000 and new ones have formed, there have
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been several notable consolidatiolms2002 Instinet announced a deal to acquire
Island to strengtheris market share, and in 2005 Instinet merged with Nasdag.
In 2006 Archipelago, which acquired REDIBook in 2002 and the GlobeNet ECN
that was developed in 2001, merged with the NYSE to form the NYSE Group,
Inc. This deal included the Pacific Exchange whigds acquired by Archipelago

in 2005. The fact that these ECNs have merged with two of the largest trading
venues in the world is an indication of the importance, and perhaps the
competitive force, that these types of systems exert in the current trading
maketplace.

DARK POOLS

While ECNs and all forms of ATS have been pivotal in creating competition
among trading venues, dark pools have also been key in changing how investors
seek liquidity in the market. Dark pools are used in large part by institltiona
investors seeking liquidity for large trading volumes. These trading venues are
complementary to the market and do not display quote prices, as the price is set
by the National Markets Bid/Offer (NBBO) spread (Carrie 2). There are many
dark pools currehyt in the market place creating even more competition between
the NYSE, Nasdaqg, ECNs and various other exchanges in the United Atates
2007 article inThe New York Susstimated that there were approximately thirty

five dark pools in the United Statese@k)Another article published in 2008
estimates the number grew to nearly forty dark pools (Carrie 11). The growth in
dark pools has resulted from the many brokerage firfmshaoffer dark pools.

Even the NYSE has launched a dark pool, MatchPoint.

Thesedark pool trading facilities allow traders to place orders with anonymity to

conceal the tradersd true position. To helop
movements, dark pools use trading algorithms to breakdown the large order into

smaller transaatins and executes them electronically with anonymity. For

i nstance, institutional i nvestors can use a
stocks without c¢creating the price wobbles th
and thereby lower the trading costs natitutional investors through lower price

movement risk (Peek) This protection is the primary benefit of dark pools for

institutional investors.

THE INTERNATIONAL MOVEMENT TO ELECTRONIC TRADING

Since the | ate 198006s andkeddrandfoymorE99006s t her e
stock exchanges across the globe to move from floor trading to electronic

trading A recent study of the leading exchanges of 120 countries around the

world revealed that as of 2002 approximately 84% have began electronic screen

basediading since 1977 (Jain 295F)irther study shows that of these exchanges

that have introduced electronic trading, approximately 84% are fully electronic

without floor trading (Jain 2969 ot only has the proportion of electronic
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exchanges to floor tradingxchanges increadebut alsothe total number of

stock exchanges has nearly doubled since 1975, indicating many new exchanges

have adopted el ectronic pl atfor ms. ADuring
exchanges started as fully electronic because the cavefoping, operating,

and maintaining electronic systems are typically far lowerawis trading

fl oor s o0 .Baded onrthese fighirds) once might conclude that the benefits

of electronic trading have helped spur the growth of exchanges globally

MAJOR IMPACTS OF ELECTRONIC TRADING

There are numerous changes that have been observed with the movement to
electronic trading in addition to the changing market structure and new
competition Electronic trading has altered the way in which transactares
executed and have reduced trading costs for both investors and trading venues
Investors are able to gain market information in new manners and are changing
their trading habits, namely through more frequent tradi@ther changes
brought by electronitrading include changes to security characteristics, such as
liquidity and volume. The market structure changes and new trading venue
options have also impacted the price and quantity discovery process. It is
important to realize that all of these changes interlinked and the cause and
effect relationship may be hard to define, specifically as the marketplace has seen
other dramatic changes over the last few decables following sections will
describe in more detail these impacts, beginning with cwangp how
transactions are processed.

TRANSACTION PROCESSING AND INFORMATION GATHERING

The advent of electronic trading has allowed for automation of all steps of

transaction processing with the various electronic systems adopted, such as those

describedat both Nasdaq and the NYSBrders can now be subndtt and

routed to the exchange or market electronically, and in turn provide investors

with several benefitd-irst, the electronic submittal and routing of orders allows

for a quicker execution of therder One of the most frequently quoted benefits

of electronic trading is the quality of a trade which is often measured by the time

in which it takes to execute the ord@&his increased speed in order execution

also reduces investors exposure to riskhasquicker execution reduces the risk

of a significant price movement in the time between the decisimmsade to

trade and the actual execution of the order (Carrie 3). Other aspects of transaction
processing that have besplhay, tadetrepontang, ed i ncl ude
information disseminati on, clearing and sett
and Weber 91Automation of all of these processes, the submittal and routing of

orders and the reporting and settlement, reduce the potential foreordier and

thus improves the quality of the process. Investors also benefit as automated

processes reduce the time and costs incurred in correcting these types of errors.

Another significant benefit that automated order submittal has created is the
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ability to initiate trades from any location. The use of ECNs and the ability to

trade from various | ocations has all owed fdfir
brokers that have eDhisdbiityhaeopenedahe doorto( Jai n 2956
both global tradingrad trading outside of traditional market hours.

With the shift to electronic tradindh¢ process through which investors obtain
market and security information has changed dramaticaiiyobvious change is

the use of the internet to seek information wthgotential investments gaining
much more current and #p-date information. Electronic trading has also
changed the manner in which investors gain information about current trading
prices and trading volume$raders can monitor current market condisicand
transactions remotely and use this {tgake information to make better informed
investment decisions and implement appropriate investment strategy changes,
regardless of locatioMhe ability to react quickly to this new information allows
traders ¢ reduce the opportunity cost of modified or new investments by
transacting quickly as the attractive investment opportunities arise.

TRADING COSTS

In addition to reducing opportunity costs, electronic trading has greatly impacted
other costs of tradingncluding services provided in this indust®ne of the

most commonly stressed benefits of electronic trading is the lower costs investors
incur to trade. In fact, lower costs have been cited as one of the main reasons to
move to an electronic trading stgm (Jain 2956). As indicated above, trading
costs are not only impacted by the rates or commissions paid to transact, but are
also derived from the accuracy in which the order is execétedther area of

costs to be aware of are the levels of servigg #re now provided by the
brokerage firms, which have also changed with the shift to electronic trading
Each of these areas contributes to the overall cost of trading and have each been
impacted by electronic trading.

There are various ways to measurewhtrading costs have changed with

electronic trading One common and simple way is to observe changes in

broker sé ¢ o mmiCensmissiomss whtmrday heeassassed as a flat

fee per trade or based on transaction volume or value, have been lowered b

electronic brokerages (Konana, Menon, and Abramowitz 32). Other types of

trading costs, in addition to commissions, that should be considered when

analyzing the effect of electronic trading are the indirect costs incurred by the

investor that have beerbgerved when switching from traditial to discount or

e-brokerages Indirect costs, such as the loss of services like -gadr tax

reporting and investment advice, need to be compared against such standard

services provided by traditional brokerage firmsneasure the true change in an

i nvestor 6s trading cost s. I n t he article,
I nvesting, 0 the authors refer to these types
and question if the actual cost of trading has declined vigttrenic trading,
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given rise in unobservable costs (Konana, Menon, and Abramowitz 32). The

authors suggest that additional unobservable costs often are undetected due to a

l ack in understanding on the investorso par:
execting orders (Konana, Menon, and Abramowitz 32). Factoring in these

unobservable costs adds difficulty in evaluating overall transaction costs, as not

all individuals will place the same value on these services

At an attempt to analyze commission costdlevhontrolling for these varying

levels of brokerage service and indirect costs, a study was conducted on
commission costs in the futures matken  t he arti cl e, AiDi fferences
Trade Execution Services on FleBased and Electronics FutureaM ket s, 0 t he
authors argue that brokers in the futures market only provide transaction
execution service, not analysis, and thus serve as a better basis in which to study

the effect of electronic trading on transaction costs (Bortoli, Frino, and Jarnecic

74). The results of this study do show that commission costs have declined with
electronic trading by 9.7% in the futures market (Bortoli, Frino, and Jarnecic
85).Assuming that commission fees for futures and tygsécurities move in

tandem,it can be assued that electronic trading has lowered commission costs

for equity securities as welUnfortunately this study still leaves open the debate

on the cost of unobservable costs.

LIQUIDITY

Many investors al so view cheohinyesttnent n a secur i
cost. Liquidity refers to the ability to easily sell a security in the marketplace with

out significant impairment of value through price reductions. Securities that trade

frequently are often thought to be liquidvestors see a decredsadiquidity as

added costs to an investment, while increased liquidity can reduce investment

costs. Liquidity has improved with electronic trading in part as a result of lower

trading costs, as well as increased access to information such-asktsgrads

and trading volume (Jain 295B% liquidity increases, investors experience less

risk of suffering a price decrease and decrease in investment value

Electronic trading has also changed the source of liquidity for many securities.

Traditionally, at he NYSE the specialist was designated to step in and provide

liquidity where neededNow investors can turn to new marketplaces, such as

dark pools, for liquidity. These venues inexpensively pool unexecuted orders into

a single order beeking whlied NHipadédis can cl o
and provide liquidity when needed (Jain 29%6Bgse changes have provided

traders with more options to secure liquidity for their investments and therefore

reduce the risk of realizing a lower return upon trade.

I n Pankaj Jainbés study of equity premiums,
electronic trading was also measurddai ndés study addresses | iqui
changes in trading turnover, which is a common measure of trading achvity
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reported gain in liquity of nearly 3% was observed after the adoption of

electronic trading (Jain 2968hese results observed by Jain are not necessarily

representative of all securities, as an increase in liquidity is often achievable with

securities that are fairly liquith begin with, but not necessarily with less liquid

securities that still require someone to supply liquidity (Millman 4Qhile

many cite increased liquidity as a result of the shift to electronic trading, some

researchers disagreklungNeng Lai, in thear t i c | e, AThe Mar ket Qu al
Deal er ver sus Hybrid Mar ket s: The <case of
discusses the opposite effect of decreasing liquidity with the move to electronic

trading Lai conducted a study of how the move from a dealer sysienhybrid

system with a limit order book affected a set of reasonably liquid securities on

the London Stock Exchangkai notes that once the London Stock Exchange

moved to the hybrid market, markaiakers no longer had to provide liquidity to

securitesand t hat Aithe benefits of an order b ook
absence of the mar ket makers, o (371). Lai co
is a result of the information asymmetry created by the market makers compared

to the participants in thieybrid market who do not have the same access to order

flow information (371)

The results of these various studies may show differing results from various

markets due to other factors, such as regulations and securities laws. The impact

of market structwer on liquidity is of great importance for institutional investors

and is the push behind the creation of dark pools. Institutional investors often

trade in very large volumes, which is why liquidity is a fundamental need for

institutional investors (Carri®). The ability of the market place to adapt and

provide new means by which institutional investors can ganrich needed

liquidity is a great benefit of the move to electronic trading.

TRADING VOLUME & INVESTOR HABITS

Liquidity has also been affesd by changes in trading volumeBhe more

frequently that securities trade, there is a general increase in liquidity for

investors, but also increased trading volumes are seen at exchanges and other

trading venues. Many report that electronic trading teasilted in swelling of

trading volumes, and there are several reasons for this inckeste trading

volumes have been able to grow as the technological support of these electronic

systems have enhanced the mar kebhdsé capabil:i
Weber 87)Technology has enabled the industry to expand while enhancing the

guality of service for investors by increasing transaction processing capabilities.

Electronic trading has also brought new investors to the trading table, which has
increagd trading volumes as well. The ability to cheaply execute trades from any
location through various means, such dsakers, has drawn in more investors
Traders are drawn by the benefits electronic trading offers, such as easy, low cost
accesses to thearket (Konana, Menon, and Abramowitz 3E2)ectronic trading
networks have also lower the entry barriers for investors and have allowed
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investors to contend with brokers at a traditional exchange (Jain 2956), which has
increased the volume of trading adijv The ability to follow a det-yourself
approach to managing investments has been created-tbitkerages and lower
access costdt is also easier and cheaper for investors to enter into make
speculative investments which as pushed demand andgnealimmes higher.

Another factor contributing to increased trading volume is the growing appetite

of investors to trade more frequently. There are various theories on what is

driving this reaction by investors. Some contribute this desire to trade more

frequentl y to t he | ower transaction costs
transactions, 0( Konana, Me non, and Abr amowi t :
electronic trading. The belief is that the increase in volume is a demand response

to lower costs.Another theoy is that the market structure itself guides the
investorsd6 approaches to trading (Levecg and
to larger trading volumed his explanation would apply to investors who see the

anonymity that some trading venues provide amemans to increase trading

volume without identifying your position and therefore supporting a different

trading strategyAnd then there are others who contribute this behavior of

trading more frequently to a response to the information readily available

investors in an electronic marketplad®ith the help of the internet there has

been an increase in Athe use of online chat
up stocks and influence stock price mo vV € me
Abramowitz 34), implyinghat investors are trading on this information, whether

it be speculative or noThis response to available information adds yet another

layer of volume to the overall market

A shift in trading volume from traditional exchanges to@fthange tradinbas

also been seen with electronic tradimgading volume is being diverted from the

exchanges, regardless of whether the exchange operates electronically or not, and

routed to alternative trading systems. I n f
institutional order flow (roughly 40 percent or more) bypasses the electronic

trading platforms of the exchanges in the United Kingdom, Germany, and

Canadao (Davi s, Pagano, and Schwartz 16). T
alternative trading systemis the articled Li f e after t he Bi g Boar
El ectroni c, 0 tbbhoktradingtinfGermany te quantfytheammpact

of the shift from onto off-exchange trading. The results of this study indicate

that that dAtrading i B0 b8teveemabook andeff spl it rougl
book tradingi despite the fact that this national market offers a -sththe-art

el ectronic trading platform, o0 (Davis, Pagan
significant shift in volume between venues. The figure below shows this

relationslhp graphically for the 160 traded stocks on the Deutsche Bérse for the

study period of July 2003 through June 2005.
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SUMMARY AND CONCLUSIONS

Technological and regulatory changes have allowed for the creation of new
electronic trading platforms that havsignificantly changed how investors
interact and trade with one anoth&his move to electronic trading has not only
been observed in the United States, but there has also been strong growth in the
adoption of electronic trading at exchanges and tragdngies around the world.

The cost of trading and gathering information has been lowered with electronic
trading, which has also led to an increase in transaction voldiesreation of

new trading venues has increased liquidity, but unfortunately almdted in
increased stock price volatility.

With the cost reductions and increasing liquidity as a result of electronic trading,
nearly all stakeholders of the trading process have been affected, including the
many floor traders and specialists whosesjblave become harder to come by
Institutional investors are able to dominate marketplaces today and their needs
have spawned the creation of new trading systems, such as dark jusde
drastic changes in the equity market structure have allowed inve¢stonodify
traditional trading strategies and develop new strategies that nsakefuthe
current technologyElectronic trading has also resulted in the ability to trade
outside of traditional trading hours and with other marketplaces around the
worlds

An understanding of these impacts of the shift to electronic trading is necessary
for investors to understand the risks of the market and to develop appropriate
trading strategiednvestors will need to continually assess how electronic trading
continues to change the global marketplace and how regulations are developed in
response to global trading
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Abstract: The Pregnancy Discrimination Act was passed in 1978. In the ensuing

years pregnancy discrimination cases have continued to rise despite little
attention it in curent textbooks. Over 200 cases since the passage of the act were
examined. Management recommendations and guiding principles for pregnancy

related cases were established.

PREGNANCY DISCRIMINATION: ALIVE AND WELL AT 30
The Pregnancy Discrimination Act (PDAprohibits discrimination in
employment based on pregnancy. This act was passed more than 30 years ago in
1978 as an amendment to Title VII. Despite the passage of time and the media
attention to such topics, (as sex and pregnhancy discrimination), pmsgna
discrimination cases filed with the Equal Employment Opportunity Commission
(EEOC) are up 58 percent since 1997 and comprise 22 percent of all-gender
related discrimination charges (EEOC). Currently, even female dominated
occupations such as health eafUS Fed News, 2009) and education (PR
Newswire, 2009) are experiencing adverse court judgments for pregnancy
discrimination. As the workforce continues to employ more women this problem
will become more pronounced (McClatchy, 2009).

Interestingly, eversince its early days, PDA has received relatively little
scholarly scrutiny. Textbooks spend slightly more than a page on the subject and
generally only as it pertains to pregnancy leave (Bewekander, 2009;
Twomey, 2007). Consequently, it would beugkent to review the regulations
governing this issue as well as the relevant case law to establish guiding
principles and recommendations for management in both the private and public
sectors. To that end, over 200 appeals court cases on pregnancyigiim
since the passage of PDA were reviewed and analyzed via a Lexus Nexus
keyword search.

Regulations The major thrust of the regulations requires employers to treat
pregnancy as it would anyone with a temporary disability (EEOC regulations).

62



Findley, DoddWalker, Moten, Fretwell and Garrott

For exanple, an employer with a temporary disability benefit program would be
forced to allow a pregnant employee to work up until she could no longer
perform the job as determined by a doctor. Then the employer must allow the
individual to return to work afterhildbirth on the same basis as any other worker
who had been disabled. Any disability benefits granted for other illnesses must
also be provided on the same basis for childbirth (e.g. medical benefits, sick
leave, etc.). Any medical benefits granted femateployees by a company
medical plan must also be provided to spouses of male employees (Newport
News v. EEOC, 1983). However, elective abortions can be excluded from
medical coverage, but complications from them cannot (EEOC regulations). If an
organizatbn has no medical benefits, pregnancy would not be covered.

Claims under this act may be filed under both disparate treatment and
disparate impact burdens of proof permitted under the Civil Rights Act. In
general, cases are overwhelmingly filed undepaliate treatment and can be
grouped according to 10 classifications: infertility treatments, fertility,
contraception, service credit, light duty policies and assignments, religious
exception, absenteeism, laffs, poor performance, and general pregnancy
discrimination. Each of these will be examined in turn.

Infertility Treatments. Organizations may exclude coverage of infertility

treatments under their benefit plans as long as they bar both male and female

treatments (Hall v. Nalco Company, 2008; Sakd-ranklin Covey Co., 2003;

Krauel v. lowa Methodist Medical Center, 1996). However, when organizations
adversely affect a womanbés empl oyment due
viewed by the courts as directlyerelated t
organization has breached PDA. For example, in Cheryl Hall v. Nalco Company,

a secretary was terminated while undergoing infertility treatments during a period

of company restructuring where just her position was eliminated. However, it

was discovered &im supervisory notes placed in her file that she was laid off for
fabsemtiediesmi | ity treatments. o (Cheryl Hal |
a result, the Seventh Circuit found the-tzfff argument pretextual and reversed

the summary judgment for thenployer and remanded the case (Cheryl Hall v.

Nalco Company, 2008).

Fertility : In the landmark case UAW v. Johnson Controls, the company

excluded women with childbearing capacity from working in their plants to

prevent them from being exposed to lead, alvhis harmful to unborn fetuses

(UAW v. Johnson Controls, 1991). However, fertile men were given a choice as

to whether they wished to risk their reproductive health for a particular job. The

Supreme Court ruled this was unequal treatment and an illeyziger under the

Civil Rights Act and PDA. The Supreme Court
bonafide occupational qualification (BFOQ) defense because, in order to succeed

in such cases the protected class in question must be unable to perform the

essene of the business (performing the job). In this case, being female or
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pregnant did not interfere with them working on the assembly line (UAW v.
Johnson Controls, 1991).

Contraception: Like infertility treatments, payment for contraception under a

companp s benef it pl an may be denied as |l ong a
female contraception (Brandi Standridge v. Union Pacific, 2007). It is important
t o not e t hat contraception, from t he cour

prescription medication and surgigalocedures. Covering surgical procedures
for one sex and not covering prescription medications for the opposite sex would
be a violation of PDA (Brandi Standridge v. Union Pacific, 2007).

Service Credit There have been a number of pregnancy discrinoinatases

filed dealing with service credit. In these cases, women are given no service

credit for pregnancy leave prior to the enactment of PDA. In May of 2009, the

Supreme Court finally settled the issue when
proteded by Sec.703 (h), which provides: It shall not be an unlawful employment
practice for an employer to apply diffe
to a bona fide seniority systemé. provid
of anintentiontodc r i mi nat e b e c auLerpo@tiodv. Soeegn. 0 ( AT
Hulteen, at 1964). This means that rules that are part of a bona fide seniority and

legal system prior to the passage of PDA do not violate the current law. In other

words, current law normally cannhde applied retroactively as it pertains to
pregnancy discrimination.

rent
d th

e
&

Light Duty Policies and Assignments Frequently, pregnhant workers are
prescribed light duty by their doctor until they are no longer able to work. Many
organizations deny such requeskhis is permissible as long as there is a light
duty policy and it is consistently applied to both pregnant and nonpregnant
workers. For example, in 2006, the Sixth Circuit upheld a refusal by a police
department to place a pregnant worker on light @styrescribed by her doctor
(Tysinger v. Police Department, 2006). However, there was an organizational
policy in place that prohibited light duty assignments. At trial, the police
department prevailed after it produced evidence that it had never gracted s
requests even in nonpregnancy circumstances.

In another case, Reeves v. Swift Transportation, a female trucker also
became pregnant and received doatgoosed work restrictions (Reeves v. Swift
Transportation, 2006). Her subsequent light duty requas denied based on a
company policy denying light duty assignments for anyone other than those on
wor kerds compensation. In the | awsuit, t he
wor kerds compensation had been permitted to
al so found t hat-dulytpdliey was prpdnangylmd becausé ii g ht
made the lightluty determination on the nonpregnaimelated basis of whether
there wasawork el ated injury or conditiondo (Reeves
637).
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Nevertteless, light duty policies that do not provide modified work
schedules to pregnant employees can encounter difficulties with the law. In one
such case, EEOC v. Horizon/CMS HealthCare, four pregnant employees were
given physician ordered lifting restrictisfEEOC v. Horizon/CMS HealthCare,
2000). The company would not grant restricted duty schedules unless there was a
work-related injury. In spite of this, the plaintiffs demonstrated that several
employees who were injured off the job were permitted to wuddified
schedules. Furthermore, the company implemented its light duty policy without a
study to show that it would lead to a cost savings. This fact by itself was not
enough to prove discrimination, but when coupled with the inconsistent policy
treatmem and apparent availability of modified work schedule work assignments,
the appeals court determined this could be enough to prove a pregnancy
discrimination case. Similarly, in Adams v. Nolan, a female officer was denied a
light duty request due to herggnancy, but another nonpregnant officer was
permitted a modified work assignment (Adams v. Nolan, 1996). Accordingly, the
police department lost the case (EEOC v. Horizon/CMS HealthCare, 2000).

Even when permitting employees to perform light duty assegs)
employers must be careful to treat pregnant workers with such restrictions
identical to other similarly situated employees. The case, Ef&@ers v.
Marvin Runyon illustrates this point. In this situation, a pregnant postal worker
was restricteda lifting no more than fifteen pounds and standing no more than
four hours at a time. The modified assignment was granted, but she was sent
home after four hours. Nevertheless, other nonpregnant postal workers on work
restrictions were allowed to sit whilthey worked and were approved to
complete a full eighhour shift (EnsleyGainers v. Marvin Runyon, 1996).
Consequently, the Sixth Circuit Court of Appeals agreed the plaintiff had
suffered discrimination (Ensleg@ainers v. Marvin Runyon, 1996).

Religious Exception Religious institutions may lawfully discriminate based on
the religious entities exception so long as the discrimination is consistent with the
religion in question (Corp. of the Presiding Bishop v. Amos, 1987). For example,
many religious sabols take the position that employees are role models for
students and forbid sex outside of marriage for all employees and discipline them
for any infringements, including termination of employment.

As long as it is equally applied to both sexes as igdBe. Harding
Academy, there is no Civil Rights violation. In Boyd v. Harding Academy, an
unmarried teacher at a preschool operated by the Church of Christ became
pregnant and was terminated (Boyd v. Harding Academy, 1996). At the time of

hire, she had bee i nf or med t hat AChri sti an character
ability, is the basis for hiring teachers a
expected in all actions to be a Christian ¢

Harding Academy at 413). The schoolamlsroduced uncontroverted evidence
66



Journal of Business and Behavioral Sciences

(e.g. living with opposite sex, extramarital affairs, etc.) at trial that it had fired at
least four other individuals, both male and female, who had engaged in
extramarital sex that did not result in pregnancy (Boyd ardihg Academy,
1996). Accordingly, the courts found for the defendant. However, using
pregnancy as the only evidence of sex outside of marriage is unlawful (Boyd v.
Harding Academy, 1996; Vigars v. Valley Christian Center of Dublin, 1992).

This defense &s been extended to organizations such as the Girls Club,
which has as its fundamental mission setting a proper role model for young
women (Chambers v. The Omaha Girls Club, 1987). In Chambers v. The Omaha
Girls Club, a female employee of the Girls Clubomias single and pregnant
was discharged because it sent a message to teenage girls that was contrary to the
Girls Clubdés mission. Helping young girls ma
Circuit of Appeals upheld the termination as a BFOQ and a potliusiness
necessity (Chambers v. The Omaha Girls Club, 1987).

Absenteeism Employees who miss work may be disciplined, even terminated.

This includes those with pregnancy related attendance problems (Smith v. F.W.

Mor s e & Co. , 1996) that @ enmployer must put anandat es
empl oyeeds pregnancyé.to one sbddbue in making
the statute does not command that an employer bury its head in the sand and

struthiously refrain from implementing business judgments simply because they

affect a particular employeB. DA requi res the employer to ighn
pregnancy, but énot her absence from work: o
426). Nevertheless, disciplining employees for pregnelated absences must be

made on the same basis other absences or it is deemed illegal (Smith v. F.W.

Morse & Co., 1996). Employers can even require those on pregnancy leave to

call in every day when they are out as long as it required of everyone else

(Tuohey v. Chicago Park District, 1998).

(
(

It should also be noted that the Family Medical Leave Act (FMLA) of
1993 often applies to these situations as well (29 U.S.C. 1993). This act
stipulates, in part, that up to 12 weeks of unpaid leave in any 12 month period
must be provided for a serious ilB® which also includes any period of
incapacity due to pregnancy, or for prenatal care (DOL regulations). Employees
cannot have their employment adversely affected when on FMLA covered leave.
However, FMLA only applies to employers with 50 or more empsywithin
75 miles of the work site who have worked at least 1250 hours in a year (29
U.S.C. 1993).

When not covered by FMLA, employers are free to discipline employees
for missing work. Dormeyer v. Commerica Balfiinois is a typical case. A
bank emploge was progressively disciplined and terminated after some 20
absences, nine of which were pregnancy related (Dormeyer v. Commerica Bank
lllinois, 2000). Because the bank applied the same standard to nonpregnant
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employees, the plaintiff lost the case. Tdwurts similarly indicated that when
firing a pregnant employee for attendance issues that are covered by paid sick
leave, the organization must show that it terminated nonpregnant employees who
also took paid sick time (Byrd v. Lakeshore Hospital, 1994).

In Infante v. Ambac Financial Group, an accounting employee on
pregnancy leave (FMLA leave was exhausted) repeatedly extended her leave due
to health complications from the pregnancy (often on just one or two days notice)
and was terminated. Th@eals court sided with the employer by deciding that
it was uncertain as to whether or not she would ever return to work and her
accounting unit had increasing demands (Infante v. Ambac Financial Group,
2007).

Failing to inform the employer of an absemsen though it is pregnancy
related can be grounds for discharge. In Cockerham v. Butke Dairy, an employee
had missed work due to sickness associated with her pregnancy (Cockerham v.
Butke Dairy, 1997). The following week she failed to report to work avith
notice and was terminated. She could not show that others were treated any
differently. So, the Fourth Circuit sustained the summary judgment for the
defendant (Cockerham v. Butke Dairy, 1997).

Using attendance related issues; however, to single optegnant
woman is illegal. In Roberts v. Park Nicollet Health Services, a medical assistant
was terminated for attendance problems (Roberts v. Park Nicollet Health
Services, 2008). But, the appeals court ascertained that there had been
discriminatoryrema ks concerning her pregnancy

such

to do about the pregnancy; are you going

Health Services, at 1129). Also, she and others were supposedly excused from
being late due to a snowstorm, but her filentained a warning related for
tardiness due to the storm (no one else was disciplined). Accordingly, the Eighth
Circuit reversed the summary judgment for the employer and ordered the case to
go to trial (Roberts v. Park Nicollet Health Services, 2008).

Lay-Offs: Normally, employees on pregnancy leave or who are about to start or
return from leave and are laid off as part of a compaiay reorganization/lay

off program based on objective criteria are not protected (Batacan v. Reliant
Pharmaceuticals,0®7). Small reductions in the workforce can be lawful as well,

as long as the employee is not singled out because of the pregnancy. In Groves v
Cost Planning and Management International, two employees, one male and one
female were laid off due to a dedinn revenues. Shortly before the layoff, the
female had announced her pregnancy (Groves v Cost Planning and Management
International, 2004). However, the company successfully defended its actions
with creditable evidence that it laid off the less valuaitgloyee in each of its

two departments. This was determined by a number of factors, including
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productivity, project load, flexibility, and seniority (Groves v Cost Planning and
Management International, 2004).

Courts have upheld the elimination of idiual jobs when
organizational efficiency was the objective. In McLaughlin v. W&Troves v Cost
Planning and Management International, only one position was eliminated by the
company; although it had been occupied by a person on pregnancy leave, the
company prevailed because it demonstrated the decision had been made on
objective criteria. While the plaintiff was on leave; two employees were used to
cover her job; these employees outperformed the plaintiff in the specified job and
maintained their own jobssawell (McLaughlin v. W&Troves v Cost Planning
and Management International, 2004). While there were some discriminatory
remarks made by some of the employees, the court held these to be irrelevant
because the employees in question did not make the detisieliminate the
position (McLaughlin v. W&Troves v Cost Planning and Management
International, 2004).

In a comparable situation, three women in one department were
terminated, of which one was pregnant (Suits v. The Heil Co., 2006). The
pregnant emplgee alleged that her supervisor had made discriminatory remarks
about her pregnancy. Unfortunately, there was no proof that he had ever made
the statements. As evidence of discrimination, the plaintiff also argued that the
ot heroffflsady i n whrea pretext asahe peophe were actually retired,
rehired, or terminated for cause. However, the court stated that those cases were
irrelevant because they involved other supervision. Also, supervision, countered
that its layoff decision was based onrserity, and the ones laid off in the
plaintiffbdés group wer éeiltCh,e2006)eHersd, ths eni or ( Sui
summary judgment for the defendant was affirmed.

Nevertheless, the lagff of pregnant employees can fail to meet legal
muster. In Quatino v. Tiffany & Co., a manager of corporate sales
support/administration with a favorable performance record became pregnant
(Quaratino v. Tiffany & Co., 1995). When her manager first learned of her
pregnancy, he uttered an expletive and then avoidefbhat least week. He had
previously asked her fiare your really seriotu
going to go home and get pregnanto (Quarati
supervisor os attitude towar d her changed a
pregnancy, and he became very critical of her performance even though his
criticisms were groundless (based on inaccurate information). Near the end of
her maternity leave she was informed that she had been discharged as a result of
a reorganization/redtion in workforce (three manager jobs had been
eliminated). However, after she discovered that she was the only one terminated;
the others had been moved to other positions, and they were not pregnant. She
also introduced evidence that she had been orderduter manager sometime
earlier to replace one of her subordinates who had become pregnant but she had
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refused to do so. Based on the above facts, the appeals court reversed the
summary judgment for the employer and remanded the case to trial (Quaratino v
Tiffany & Co., 1995).

In another lawsuit, a female employment recruiter was terminated within
t wo months of the companyds | earning of her
She was informed that she was being discharged because of a cemigany
reorganiation. More specifically, she was told the recruiting needs in her region
were the lowest in five regions. Interestingly, she was a good performer, and in
reality there were still five openings in her region. Besides, the manager of that
region expressed oocern about losing a recruiter when the personnel
requirements for that region were growing. The company further defended its
actions by arguing that her salary was higher than the other recruiters, which was
an additional reason for the termination. Heese that proved to be false as well.
As a result, the appeals court reversed the district court ruling for the defendant
and remanded the case to trial court (Asmo v. Keane, 2006).

Failure to treat pregnant employees comparably to others during
reorganiation can also lead to legal trouble (Atchey v. The Nordam Group,
1999). A document clerk, who had received assurances from her managers that
her job was safe, took maternity leave only to be told upon return to work that
she no longer had a job becauseeaufrganization. Nevertheless, others who had
taken leave for nonpregnancy issues were not terminated. As a result, the Tenth
Circuit Court of Appeals upheld a jury verdict in her favor (Atchey v. The
Nordam Group, 1999).

It is also unwise to announce &mployees that an employer can get
away with terminating a pregnant employee by stating the position was
eliminated as this can come back to haunt the company in court as it did for one
manufacturer (Kerzer v. Kingly Manufacturing, 1998). These remark® we
further augmented by a supervisor commenting
a sign that she was lazy. When she returned from leave she was told that her job
had been eliminated, even though she had been called during leave and asked to
return to work arly to help with the heavy workload. Additionally, another
employee had moved into her office and was performing similar work to hers.
The Second Circuit found this to be ample evidence of discrimination and
reversed the summary judgment for the defendadtordered the case to go to
trial (Kerzer v. Kingly Manufacturing, 1998).

Poor Performance PDA does not demand that poor performers that are
pregnant or on pregnancy leave remain employed. For example, the courts
upheld a termination in Sampath v. lmoor when it was discovered that a
software supervisor on maternity leave had withheld information from the
auditors (Sampath v. Immucor, 2008) Similarly, the courts upheld the discharge
of a photo lab manager form Wslart, while she was on leave, whenwts
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discovered she had not been following Wrt policy on pricing promotions
(Quick v. WaltMart Stores, 2006).

Stray remarks do not doom an organi zatic
provide objective reasons for the poor performance. For instance,istaFRje
Zogg Dermatology, after hearing that her other nurse was pregnant, the female
supervisor remar ked, ATanya, you better take
end up pregnant . We canét have both nurses ¢
Zogg Dermatlogy at 812). Later, Tanya disclosed she was pregnant. She was
terminated shortly thereafter mainly for failing to follow proper sterilization
procedures and for insubordination (refusal to follow the sterilization
procedures). The appeals court noted thaiit he r emar k did not refl e
attitude toward pregnancy generally and in no way forecast how the employer
woul d deal with the adverse situation if it
812). Besides, a single stray remark is not normalhallggsufficient for a
plaintiff to succeed (Fjeista v. Zogg Dermatology, 2007; Walton v. MacDonnell
Douglas Corp., 1999).

GENERAL PREGNANCY DISCRIMINATION

Prima Facie CaseiAs a gener al rule, Title VII pl ai ni
were replaced by sorare outside of their protected class in order to make out a

prima facie caseo (Mi |l es V. Del | at 487) .
Entrepreneur 6s, an employee discharged for p

another pregnant employee, and the courts diadi the case (Pickworth v.
Entrepreneurs6, 2008).

Nevertheless, the circuit courts do recognize some exceptions (Miles v.
Dell, 2005). In one recent pregnancy case, a female account manager was
terminated for failing to meet performance standards ansl neplaced with
another female (not pregnant). However, she produced evidence that she was
never counseled about her performance until after her supervisor found out that
she was pregnant, then her sale quotas were increased and she was told that she
had b maintain them even during her pregnancy leave. She was eventually rated
unsatisfactory and placed on a performainggrovement plan, even though her
performance exceeded the male employees, none of whom were placed on a
performanceplan. In addition, itwas higheidlevel management that insisted on
replacing her with another woman. The appeals court, in allowing the case to go
to trial, reasoned that the same decision maker had not decided to replace her
with another female (Miles v. Dell, 2005). Besidesge can argue a nonpregnant
empl oyee is outside of the pregnant femal eds

Subterfuge While performance related problems are the defense in most PDA

cases, in some situations employers clearly
othersochl ed fAbusiness related issuesod in an ef
legitimately discharged a pregnant worker. For example, in Hennessy v. Penril
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DataComm Networks, after a top computer sales representative became pregnant,

her supervisor, who was obvidysurprised to see her pregnant, remarked that

he thought she was a Acareer woman, 0 and wi't
l' i ke to hire women in the field because fithe
DataComm Networks at 1349). From then on, degan to file negative

performance reports in her personnel record which were never reviewed with her.

He then told upper management that she was a poor performer and terminated

her. As a result, the appeals court upheld the jury award of more than $140,00

plus punitive damages (Hennessy v. Penril DataComm Networks, 1995).

In a comparable case, a pregnant cook for a healthcare center was
subjected to discriminatory remarks, including being told by her supervisor
nearly everyday to have an abortion (PazWaconda Healthcare, 2006).
Subsequently, her supervisor began giving her warnings for poor performance
(some contained falsehoods and others were not reviewed with her at all) and
eventually terminated her. The Seventh Circuit found these actions is to be
sufficient evidence to remand the case to trial for violation of PDA (Paz v.
Waconda Healthcare, 2006).

In another case, Laxton v. Gap, Inc., a retail store manager encountered
problems with her supervisor after she notified him that she was pregnant
(Laxton v. Gap, Inc, 2003). Afterwards, she was accused of numerous policy
violations and for poor performance and was eventually terminated. She was later
successful in court because the store was doing well, and many of the violations
were either not disceed with her or proven to be bogus (Laxton v. Gap, Inc,
2003). Similarly, a worker with an unblemished work record was terminated
shortly after the defendant learned of her pregnancy. The reason for termination,
in addition to appearing unproven and untrdi not justify the action taken
based on the companyé6és personnel policy. Fur
guestioned her about her due date and asked her whether she would bet-a stay
home mom (WillisHingos v. The Raymond Corporation, 2004).

In Sheehan v. Donlen Corporation, management implemented a new
program to improve employee performance (Sheehan v. Donlen Corporation,
1999). However, a pregnant accounts manager was the only person placed on the
program, even though her performance appraisawed her meeting standards.
Management admitted to putting off her discharge until after the busy season.

Throughout her pregnancy she endured various
have another baby, I owi || i ndst eprggnand st ay
again, o and nAGina, youdre not coming back af
Corporation, at 1044) . The appeals court f C

arguments pretextual and held for the plaintiff (Sheehan v. Donlen Corporation,
1999).
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INnWagner v. Dill ardés, a pregnant job appl
could not hire her because of the length of time she would have to take off, there
was a hiring freeze, and she would have to be interviewed by the store manager
who was not available anite t i me ( Wagner v. Dillard6s, 200:
revealed that the hiring freeze did not occur until sometime later (22 people were
hired after she applied), and there was no requirement for her to be interviewed
by the store manager (Wagner v. Bilt d 6 s, 2001) . Dillardbés arg
plaintiff would not have been covered by FMLA, so she would have been
terminated for taking leave for pregnancy (as long as other similar employees had
been terminated for similar lengths of absences not relatedeggnancy).
However, the plaintiff stated that she would have been willing to go back to work
immediately after child birth, but she was never given that option. Because of the

untruths told and Dillardbés actiigsg on the sp
many days and weeks of work, the appeals court upheld the jury verdict for the
plaintiff (Wagner v. Dillardbés, 2001) .

Poor Management PracticesSometimes management fails to properly handle a

pregnancy situation. In EEOC v. Clear Lake Dodge, a prégagplicant was

hired as a customer service representative. Her job was to work with car buyers

to ensure the vehicles were clean when delivered, to demonstrate operation of the

car features, and to show the spare tire location (EEOC v. Clear Lake Dodge,

1995). After about a month on the job, management reassigned her to a clerical
position because she was fAtoo bigo to enter
in the parking lot and missed work due to a sprained ankle, and she was

terminated forbeinffunabl e to perform her duties due t
Clear Lake Dodge at 1150). She subsequently sued and won a case for pregnancy
discrimination because the firm had never ordered a medical evaluation of her

ability to do the job (EEOC v. Clear Lakenfige, 1995).

I n EEOC v. W& O, a restaurant had a polic
waitresses past their fifth month of pregnancy due to lifting requirements, but
they could work as hostesses or cashiers (lesser paying jobs); otherwise they
would be terminai (EEOC v. W&O, 2000). One waitress was authorized by her
physician to keep working despite the lifting requirements. Nevertheless,
management told her that she was fAtoo bigodo a
to switch to cashier or hostess (EEOC v. W&0609). The courts found the
actions against the waitress in question to be discriminatory because of the
invalid policy (did not comply with FMLA or PDA) and the discriminatory
comments (EEOC v. W&O, 2000).

In another case, management held a pregneamdial services employee
accountable for goals even though she was out sick when others were not
(Golson v. Green Tree, 2002). Then she was promised a transfer if she trained
her replacement, but no transfer was forthcoming. Finally, even though she
increased her performance she was still terminated (Golson v. Green Tree, 2002).
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Abortion: Having or contemplating an abortion is also protected by PDA. In

Turic v. Hospitality, there was a controversy among the employees over a female

worker contemplating anabortion (Turic v. Holland Hospitality, 1996).

Subsequently, she was progressively disciplined for performance problems that

had never been pointed out to her previously, and management later admitted to

editing her performance appraisal to include mogae¢ i ves i n an effort t
rid of her. o The <courts found this to be a
Holland Hospitality, 1996). Similarly, the Third Circuit recently allowed a case

to go to trial when it was discovered that a graphic artist wasrtated after she

took time off to have an abortion, even though she had complied with the

absence call in policy (Doe v. C.A.R.S., 2008).

Constructive Discharge Organizations can even face constructive discharge
lawsuits when they make working condit® so intolerable that the pregnant
employee has no choice but to resign. For example, upon learning that one of her
assistant managers was pregnant, the store manager repeatedly urged her to have
an abortion, offered to pay for the abortion, and made nweanpgatory
statements about having and raising a child (Bergskknv. Best Oil Co.,

1998). When the employee would not comply, the working relationship turned
deteriorated, and the store manager increased the lifting requirements beyond
those specifiedoy her position. While the pregnant manager did not have a
doctords order restricting her work duties,
harm her unborn baby. When she complained about the lifting, her supervisor
merely brushed it off and sent headk to lift more heavy items. As a result, she

saw no option but to resign. She later filed a constructive discharge lawsuit. The
courts agreed that the repeated harassment and the requirement to continually lift
the heavy items made the working conditiat intolerable that she had no
option but to quit and ruled in her favor (Bergstr&v. Best Qil Co., 1998).

Preferential Treatment: In many cases, the plaintiff argues that PDA requires

organizations to accommodate pregnandmy. the light duty cas@ysinger v.

Police Department that was previously discussed, the plaintiff contended that

PDA requires that pregnancy be accommodated, even when the company has a

legal no light duty policy (Tysinger v. Police Department, 2006). The Sixth

Circuit disagreeds t at i ng, ifithe Pregnancy Discriminati
preferenti al treat ment for pregnant empl oyee
at 579) rather it must treat pregnant workers on the same basis as other similarly

situated nonpregnant employeeggihger v. Police Department, 2006).

Similarly, in Armstrong v. Flowers Hospital, a newly hired nurse was
assigned an HIV positive patient (Armstrong v. Flowers Hospital, 1994). The
nurse refused to care for him because she had recently learned shegmasipr
and demanded that another nurse be assigned to him. There was no medical
evidence that she was at increased risk of contracting HIV as long as she
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followed the standard medical procedures for HIV patient care. The hospital
subsequently dischargedrhén the lawsuit that followed, she claimed that PDA
mandated an accommodation for pregnancy. The courts disagreed and ruled
against her on the basis that she had not been discriminated against because of
pregnancy. Besides, the hospital was able to shatvthere had been several
other nurses who had been pregnant and had cared for HIV patients who were not
terminated, and there was one nonpregnant employee who had been terminated
for refusal to provide care to HIV patients. (Armstrong v. Flowers Hdspita
1994).

Conclusion:; Dealing with pregnhancy issues can be a complex process, but a
number of guiding principles can be gleaned from the foregoing discussion to
assist management in simplifying matters:

1 Managers should use the illness and absence quadefior pregnancy,
childbirth, abortion, and infertility treatments.

1 Managers should rely on medical evaluations when determining a pregnant

empl oyeebs job fitness,

Managers should comply with all FMLA rules.

Managers should understand that providing akwaccommodation or

preferential treatment for pregnancy is not condition of PDA; however, they

may consider these narourt mandated for motivational reasons as long as
they are cost effective.

1 Managers should understand that denying service credit fd?[pRebenefit
plans is allowed.

1 Managers should know that light duty policies will meet legal muster as long
as no exceptions are allowed, and pregnant workers are treated the same as
other workers.

1 Managers should know that progressively disciplining paegmvorkers for
documented performance and attendance problems (as long they are not
covered by FMLA) is legal as long as nonpregnant workers are held to the
same standards.

I Train supervisors to reframe from making discriminatory/derogatory
comments aboyiregnancies.

1 Managers should train supervisors on PDA and FMLA compliance.

1 Managers should base fajfs on objective, and performanoelated criteria.

1
1

Most likely, women will continue to comprise a large portion of the workforce

well into the foreseeabl future. Administrators should also realize that
pregnancy is an i mportant ilife eventodo that
wo me n 6 seingv and Imotivation. Consequently, management should not

leave to chance, avoid, or circumvent the issue. Baeramanagement should

design policies, procedures, and practices that are not only legal but also sensitive

to the needs of pregnant workers, while balancing the demands of the job and

business.
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ABSTRACT

This paper demonstfriatt esse gtnheen tvaatliuoen 6o fa sfi bae r
addresses the consumer6s true wants and
service decision. The technique is used to partition a college student

population as a means of informing a church marketing plan. Qualitative

researchis used to identify benefits students seek in attending church

along with church characteristics that serve as key decision criteria. A

survey of college students follows with anteans cluster analysis that

reveals four student segments. Marketing iogions for each segment

are then discussed along with the advantages of this method in comparison

to less systematic approaches to defining target markets.

INTRODUCTION
Interest in organized religion, Christianity in particular, generally
faltered since World War Il, (Presser and Chaves 2007) and even with
some indication that the decline in attendance has leveled off in recent
years, the church has been left with a diminished position in society.
Research shows that the church of today hasihdiseence (Saad 2008)
and is dealing with amcreasingly disinterested followership that is less
loyal, more irregular in their attendance, and predisposed to abandoning
church altogethgiBarna 2001)

Faltering interest in Christianity is most pronoedcamong the
generation of younger people who were born after 1984, often referred to
as thei mi | | @(Bamia 20019. Among this generation are those who
are currently of college age, a cohort especially noted for their absence at
Sunday morning serws (Religious News Service 2008)In part, this
g r o wspadesnumbers are made especially conspicuous because there are
simply fewer of them in comparison to the bdimomer surge who they
follow in age. However, even after taking their fewer numbets in
account, they still demonstrate a strong resistance to cimrolvement
in disproportionate numbersCompared with the general populatiohe t
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college market isespecially skeptical of organized religion (Kinnaman
2007) and ideast likely to attendcchurch, engage in spiritual activities
outside of church, or volunteer for church related philanthropy.

Gallup reports thayoung adults are often very active in religious
activities while still living at home but wander from church after heading
off to cdlege. In part, this is likely due t& cultural trend ofin extended
transitionalperiodthat is emergindor college and postollege age adults.

This group is more likely to postpone marriage and career development

resulting in a longer period of leig si ngl e and a | ifestyl e
During this period, young adults are encouraged to embrace a

smorgasbord approach to liéad experimentith various life domain$

including life without church. Church interesten may or may notbe

renewed aker they marry and begin a famiwellner 2001).

Another reason college students avoid church is their confusion
about the purpose of religion and doubts regarding the value of church
involvement(Wellner 2001), a sentiment that is increasingly refleated
the general population. Gallop reports that most Americans hold both
positive and negative perceptions of religion. For examfieericans
generally believe that Jude@hr i st i an val ues underscor e
strength as a nation and that children whowgup in religious household
are more likely to be moral adults and good citizens. Yet, many
Americans also believe that religion promotes violence, dogmatism, and
increases prejudice. On one hand, Americans say that religion strengthens
families. On tle other hand, only a minority of people want religious
topics to be discussed at school. Most people feel that government
officials who are deeply religious are more honest and make better
decisions but most people want to maintain a clear division betwee
religion andgovernment (PauR002). Other contradictory dichotomies
reveal a religious confusion that is being passed to the younger generation.

Many churches are trying to meet the college student chalterdye
attract them to church serviceky acommodating their lifestyle. They
relax dress codes, hold church services during alternative times, and try to
make the church more relevaat college students by engaging secular
activities that better connect with youl
churches have built Christian cafés or coffee shops, combined fine and
performing arts activities with ministry events, and formed special interest
discussion groups/clubs; all of these efforts are frequently promoted
through glitzy marketing campaigns.

Occasionally these ministry initiatives succeed. By observing the
preferences of college students and by involving colege leaders in
church planning, the trappings of their lifestyle can be identified and
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infused into church life. Although sometim&sccessful, there are several
shortcomings with this approaclkirst, theseministries are implemented

on a trial and error basis. This can be problematic when early initiatives
fail and are subsequently abandoniading with them limited resources
and discouraged ministry volunteersSecond, the strategy of simply
incorporating artifacts of student
experience (e.g., soft furniture, cappuccino machines, and contemporary
music) lumps college students into a singleup and treats members of
this cohort as though they are all the same. Students will quickly tell you
that they are not all the same. This is clearly demonstrated in the project
that follows.

We recommend a more systematic appraachmarketing churie
to the college cohort; ontaat identifies the basic motivations of legle
student ande x pl ai ns t hteeir belahior.s dhistype of
informationwill enable churches to design and build ministry experiences
t hat engage s tanddeowmthesndo realize aitcomeslwithe s
relevant personal benefits. This approach begins withrket
segmentation.

In the project that follows, &/will segment a population of college
students into groups that are more or less likely to attend chwhith
differentiating the principle church benefits each group seeks. We add
descriptive demographic and psychological characteristics for a more
complete description of each segment and then identify the type of church
activities and ministries that aligely to beattractive to each group. We
will conclude with a discussion of how future research might be used to
better our understanding of the college student church market.

BENEFIT SEGMENTATION
Segmentation differentiates the needs and wants of consumgsgroa
way that informs the design of relevant product and service packages.
This enables the organization (profit and +poofit alike) to establish a
distinctive position in the market place, increase the likelihood of
establishing customer satisfaxti and accordingly, achieve higher levels
of customer loyalty.

We will conduct a segmentation study of a college student
population that may be best described as rsegmentation. Micro
segmentation differentiates sgboups within a broader group that
traditionally treated as a single segment. This is useful when the broader
group is heterogeneous in their wants and needs but is treated as a single
market (i.e. college students). Partitioning a population such as this into
micro-segments makes [gossible to provide a more detailed description
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of relevant characteristics and identify marketing niches that prove to me
more loyal to customized programs (Dalgic and Leeu 1994).
In this study, we use customer benefits as the basis for partitioning
our college population,a techniqueot her wi s e known as ibe
segmentation. o As the name suggest s, bei
people according to the core benefits they seek from a given product,
service, or organizatiofHaley 199%. This approah assumes that one:
market activity is goal directed with goals being formed around the
intangible rewards (i.e., benefits) of a consumption experiencefmef
Ratneshwar, and Mick (20p8uggest that consumer goals exist within a
hierarchical structe that links more specific and tangible goals to
Ahi gher o goals that are broader, mor e al
goals are defined by oneds value system
They are more immutable and encompass an array of lower leatd g
that are situationaltangible,and more subject to change. Consumer
Abenefitsd can be thought of as goals th
linking higher order goals with goals formed around specific product and
service characteristics.
For example, an individual looking for a new church may value
kindness, compassion, and nurturance. These would represent higher
order goals and are |ikely to be integrat
that is, he/she may see himAsedf as a kind, compgaionate and nurturing
sort of person. Accordingly, this individual will evaluate a particular
church as being more or less attractive depending upon whether or not the
church embraces these same values and expresses them in minitries
so the indivi u a | may engage this churchdés mini
Abenefitso of being treated, or being a
compassionate and nurturing manner. Another example may be a church
that connects with a different type of individual who iditmally active.
This individual may value equity and fairness within social systems and
find ministries that are politically driven more relevant because they
provide the individual with Abenefito of
This illustrateshow people may, at first, seem to form behavioral
intentions (e.g., joining a church) by considering the tangible attributes
and features ofa particular product, service, or volunteectity.
However, the tangible attributes and features are ultimkbddyd to goals
formed around higheorder values.Thi s is true of onebd6s dec
active Iin a volunteer organization just ¢
a particular style and colasf a shirt or pair of pants.In both cases
decisions areultimately tied to underlying benefits that product or
service feature is able weliver. Hence, a strategy intended to develop
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meaningful church experiences must identify and consider the key benefits
delivered by the various ministries and actiatad the church.

SEGMENT PROFILES
Although this outlines the ultimate goal of benefit segmentation, it is just
the first step in the overall segmentation process. Segmenting alone is
insufficient to fully describe a potential target market. Segments Ineus

Aprofiledod in order t othem uProfilihgeits de f i

in the detail and provides the marketer with a more intuitive understanding
of the segment. In turn, this enables the marketer to develop more
effective market initiatives

This study incorporates a number of profiling dimensiofifhiey
include t he t goasy and presenp ahureht attendadce
behavior measures of thelevel of life satisfactior{an indication of their
overall sense of welbeing) church seleton criteria,along with a number
of demographic and lifestyle measuré@sbrief discussion of each of these
dimensions follows:

1. Church Affiliation and Attendance Behavior

Th e extent of church attendance

backgroundwill providesome i ndi cati on -0of t he

established propensity to attend church. We will also learn
which church denomination students are familiar with.
Different ~ denominations  have  markedly different
characteristics of worship along with various habits and
customs that may or may not be relevant to lleaefits a
student seeks irhoosing a new church.

2. Subjective WelBeing: Life Satisfactiorand Prevailing Levels

of Positive or Negative Affect
Another dimension that will be used to profile students will be
their level of subjective webeing. Broadly speaking,
subjective wellb e i n g refers t o oneods
happiness and positive assessmentthdir life condition
Research points to three components ofdwelhg. The first is

a cognitiveappra s a | of oneds own sense
The second two di mensions ar e

positive andabsence ofiegative affec{Diener 1993)

This measure is included texamine the relationship of
oneds pr es eimthurchwith théirnowmlkesanse of
well-beingand the relationship between church attendance and
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any prevailing positive/negative emotion. Although the

strategic mission of any church is unique and individually

determined, in a broader sense the more general pugbcsl

churches is to impact people in a positive manner. Hence we

would expect subjective welleing and positive affecto be

related to oneds present and past <ch
well their intentions for future participation in church sities.

Previous research has revealed a modest relationship between

church involvement and wellleing (Myers 2000). Clearly, this

relationship is important inrpdicting the likelihood of future

church attendance. | f chkaarch i s hav
of well-being, it is difficult to imagine that person making

strong commitments to future church involvementWe

speculate, as a post hoc test in this project, thathveglg will

show a stronger relationship to church involvement for those

segments Wwo have found church to be relevant to realizing

core motivational goals. We know of no previous research that

has partitioned church populations as means of examining the

well-beingi church relationship.

3. Church Selection Criteria/Church Attributes

Church selection criteria refer to any number of more tangible
aspects of the church, its worship service, ministries, and
characteristics of the presently attending membership. These
are the features that serve as the criteria used in evaluating and
selectig a church. They form search goals but are ultimately
tied to less tangible, higher order benefits.

4. Demographics and Lifestyle

Finally, several demographic and lifestyle measures will be
used to describe segment differences including age, sex; extra
curricular college activity, grade point average and so forth.
This information will serve to add detail to the various
segments and provide more intuitive insight into the student,
thar mannerisms, and background characteristics

METHODOLOGY
Focus groupsvere used to generate a list of benefits that college students
generallyassociate with attending churetong with a list of tangible
characteristics that serve as selection criteria in evaluating a particular
church Students from a midized mid-wesern state university were
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randomly selected into groups consisting of 4 participants and then
interviewed regarding their church attendance behavior and kchurc
preferences. Focus groups antkiviews were conducted by students of a
market research cose trained in interviewing and laddering techniques
(Reynolds and Gutman 1988)This technique is generally useful in
identifyingndder dilmetainenshi p between tang
service features and the higheder values and benefits with whithey
are associated (Gutman 1982).
The benefits associated with church involvement for college
students identified during the qualitative phase of the study are:

It keeps them from feeling guilty.

It provides them an opportunity to meet new people.
They find it comforting when worried about something.
They find it comforting when feeling sad.

Church provides a form of entertainment.

They learn about God and life.

Keeping withfamily tradition.

It makes their parents/family happy.

. It provides them an grtunity to help people.

10.I't hel ps them keep their behavior fi
11.*Habit.

©CoNo~wNE

*The final item was listed as a benefit in that a number of students
indicated that they attend church out
know why.

Factor analysis is usefubff indentifying underlying dimensions

among a set of separate variables with common variance. Identification of
underlying di mensions permits the variabl
into a more unified data set (Kim and Mueller 1978). Accordingler aft
students were asked to rate the importance of each of the benefits listed
above, the data was factor analyzed using a principal component method
of factor analysis with a varimax rotation. This process vyielded 3
dimensions or factors with Eigen valugfsnearly 1.0 or highedentifying
individual items loading at .5 or higher (HaiAnderson, Tatham, and
Black 1998).

These factors, which accounted for 65% of the total variamedisted
below. One item, the benefit of church involvement helping tmkeep
their behavior Al n check, o was removed.
undesirable characteristic of moderately loading on two factors, $attor
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and 3 indicating that is not distinctive and can be represented adequately
by linear combinations of thether two dimensions.

1. Emotional/Spiritual Dimension The first factor identifies benefits

that can interpreted as contributing
sense of welbeing. Items #3 and #4 in the benefit list above deal
with affect: sadness and wor . It appears that col l e

perceive being closer to God as a means of addressing these
negative emaotions..

2. Social/Spiritual Interaction The second factor reveals the inter
relationship between positive forms of sociateraction and
spiritualgrowth It includes items #2, #5, #6, and #9.

3. External Motivators- The last factor identifies motivations for
church attendance that are external to the student. Items #1, #7,
#8, and #11. This dimension suggests that students receive some
benefit fom attending church out of habit, because their parents
want them to, because of tradition and/or to avoid guilt. We
anticipate that these motivations would impact college students
who have not internalized benefits of church commitment.

Factorscore§ r om t hese benefit Adi mensionso w
means cluster analysis to identify student segment&ffective
segmentation identifies groups that are first, distinctive from another;
second, maintain individual group homogeneity with regard to
charcteristics that are meaningful in describing prospective customers;
third, differentiate segments that represent a reasonably substantial portion
of the population. These guidelines led to a 4 cluster sofution

1. The first segment scored high on seekémgotional/spiritual benefits in
attending church with modest motivation of social and external benefits.
Their current church involvement is relatively low.

2. The second group imoremotivated to attend church fepcialbpiritual
benefits as well asexternal benefits.Their propensity to be involved in
church is higher than the first group.

3. The third group is least motivated layy form of spiritual benefiand
apparentlyare only marginallynotivated by external benefits. They are
currentlyleast nvolved in church

4. The last group is highly motivated Isocialspiritual benefits ands
notably low in their motivation frorexternalbenefits. This grouphows
the higheslikelihood of beingnvolved in church.
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PROFILE DIMENSIONS
The nextstageih he segmentation process i
This step usesdditional variableso more fully describe differences
between the segments in waifsat provide decision makers witiin
intuitive insight into eachgroup. As described above, theslescriptors
include churchattendance andffiliations, individual subjective well
being, demographic and lifestyle measuresl most importantly, specific
church features or attributes that serve as decision criteria when students
are evaluating or selerg a church to attend These features/attributes
were also generated during the qualitative phase of this project and are
listed in Table 1 & 2 below.

Because the attributes anemerous and can be assumed to have
common variation a factor analysis wagsed to reduce them to their
underlying dimensions. As befqra principal component factor analysis
with a varimax rotationvas used to generate six factors, given in Table 1.
The factors were determinedsing Eigen values greater than 1 and
minimum facor loadings of .@s criteria

TABLE 1 - Factor Dimensions of Church
Selection Criteria

1 2 3 4 5 6
.593
.568
.628
.800
733
.560
.558
752
.581
.756
.593
.789
.563
.622
.543
741
.790
.765
.800
.549
.667
735
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Each of the six factors in Table 1 summarizes asailof criteria a
student might use in evaluating and subsequently choosing a chureh. T
nature of each factor is sadfident and can be determined by reviewing
the individual items it contains. In order to simplify further descriptions
of the student segments, each factor was used to generate a single
representative score that determimedv important that set of criteria was
to each student.

Several additional criteria were not included in the factor analysis
shown above. They had poor communality or showed tendencies to
establish themselves as a single independent factors. Thesew&rms
treated as single measures of independent dimensions and are listed in
Table 2.

TABLE 2 7 Individual Church Selection Criteria

Relaxed and informal atmosphere

Everyone is involved in the operation of the church
Members who are friendly and indetive
Contemporary music

Convenient location

Nonpolitical

Contemporary church building styles
Professionally trained leadership

OIN|O| 01~ WIN =

SEGMENT PROFILES
In the final step of the process each student segment is describethesing
descriptiveelementsmertioned earlier along with the decisiamiteria
(Tables 1 & 2)eachgroupconsiders important in choosing a church
oneway ANOVA (alpha< .05) was used to determine group differences.
One caveat is factor 5This factor proved to be statistically igsificant
(p=.235) in differentiating segments. Factor 5 contains criteria that
describe churches that are more traditional in their liturgy and active in
enforcing moral codes. This is not to say that these criteria were
unimportant to students but raththat there were not differences between
segments with regard to the extent they considered these criteria. In fact,
for all segments, these criteria were modestly important in choosing, or
more accurately, avoiding a church.

1 Group Onei Luke Warm
Group onerepresents 26% of the sample. They soenewhat older

students who are slightly more likelytobemaleth ey 6ve had exposur e
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church life while growing up but are unlikely to be involved in church
presently. The benefits sought by this grodgdferentiate them from the
others. They seek emotional/spiritual benefits from attending church as
well as social/spiritual benefits.

First and foremost, this group is looking for a church that delivers
thoughtprovoking sermons with biblical truth anaractical life insight
(factor 1). They seek leaders with life wisdom. They also appreciate
contemporary music, friendly people abelieve that churches should be
non-political. This group scored fairly high in factor 3 criteria; they seek
churches thatespect privacy and are tolerant of differences in people.
They also recognizethe importance of helping and supportiathers
(factor 4). Interestingly, they appreciate a more conservative
interpretation of the Bible, yéhey remain open to the tyjictrappings of
college life and ofterengage secular activities such as drinking. They
maintain an average GPA are often engaged in school functions. They
maintain a higher level of positive affect and generally have a good sense
of personal welbeing.

The ALuke War mo gr ou punderatandsehugler i ence wi
structure, though they are not likely to be attending church presently.
They are somewhat willing to attend church in the future but engaging
themwill not be easy. Although they are no¢cessarilydeterred by the
traditions of church cultureneither is their church background sufficient
to enticefuture attendance They might be labeled as the group that has
Abeen t her e Taaywlillikely ordy attetd ahurchowhen they
serse that relevant spiritual and life insight can be gained from their
involvement. They are looking for genuine spiritual growth experiences
as well as meaningful social interaction and engagement. They are astute
andunimpressed witlstandard church tppings.

1 Group Two i Undecided

Group two or the AUndecidedd represents
is more typically female and fsequently made up of firgir second year

students. They too have hadyood deal of exposure to church life while

growing up, often CatholicismTheymay or may not be attending church

presentlybut have a fairly high propensity for attending church in the

future They placed the highest level of priority on gaining social/spiritual

benefits in attending church yet émestingly, they also are highly

motivated by external benefits such as family expectations and guilt. This

indicates that their belief system has not yet been completely internalized.
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The AUndecidedd group may very
church as tay acclimate to their new college environment. Although they
maintain a strong likelihood of increasing their church attendance in the
future, they currently appear to be making little effort to attend. Their
primary motivations for going to church aré&ely to be parental
expectations, guilt and habit but they are also strongly motivated by the
promise of an opportunity to meet new friends. Their church background
has accustomed them to traditional church structure as they indicate a
modest preferenceoif churches that arerderly and have professionally
trained leaders Yet they als@ppreciate innovation, contemporary music,
and contemporary building styles.

Because of stitorgip®mpergity dou spdiad interaction and
because they are youngthey arebeginning to dabble in the social realm
of college life. They are not yet involved in school activities but are
beginning to attend parties and consume alcol@nsequently, it will be
important for the church to provide them with opportiesitto meet and
interact with othes who are similar sooner as opposed to later in their
college career. They will also be more inclined to attend structured
churches with innovative ministries. The bigg#rallenge for church
leaders in ddang with this group will behelping themto internalize their
purpose for church involvement atarelinquish parental and guittased
motivations.

9 Group Threei Carefree Partiers

Group three makes up 25% of the sample. They are somewhat older
students, are morkkely to be male. They had little experience with
church while growing up, are least likely to be attending church now, and
are least likely to attend in the future. Neither are they model students,
with the lowest reported GPA and highest propensitypddy and use
alcohol. Emotional issues may also be a concern. They report the lowest
sense of personal wdleing along with the lowest level of positive affect.

It would difficult to determine whether their emotional condition is a
cause or conseques of their lifestyle.

This group will be the toughest to persuade. They perceive that
little or nobenefitswill be gained by attending church, least ofsgiritual
growth Accordingly, they are most likely to report that church is a waste
of time. The characteristics of a church they wouldd willing to attend
predictably fall under factor 2 (Table 1Jhey would most favor churches
that feature short sermgnBave no expectations of financial support or
attendance, and maintain a liberal interpretabf the Bible. Tey also
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show the least interest in benevolent, pedyasedchurch activities.

Meaningful, thoughtful sermons would seem to provide little incentive.
Parachurch and outeach activities that are separated and distinct

from the physial church building are probably going to be most effective

in reaching thef Car ef r e e THew are¢ likely ® .sldow little

tolerance for traditional worship practices and will likely be more enticed

by ministries that are tolerant of irreverence wiiteviding opportunities

for entertainment and excitement. Churches targeting this group should be

willing to provide sustained support to eetach ministry efforts and be

tolerant of unconventional types of ministry activities.

1 Group Four i Sold on Gal

Group four has a strong evangelical church background. They are equally
likely to be male or female and are represented by all college age levels.
This group is also most likely to be presently engaged in church with
strong intentions to maintain futirinvolvement. They appear to have
internalized their motivations for attending church. They are least
persuaded byhe external motivators gfarental expectations and show a
strong interest irboth the social/spiritual and emotional/spiritbanefits

of attending church. They are not concerned that church locations be
particularly convenient or that they feature short sermofihey are
looking for churches that are strong in factor 1 characteristics that include
meaningful sermons and opportunities feersonal growth as well as a
church that maintains a conservative interpretation of the Bibteyare

also attracted to churches thae tolerant of other§factor 3) provide
opportunities for social interaction and they suppgmhevolent church
ministries (factor 4) This group is also most likely to participate in
formalized college clubs and organizations. Predictably, they are least
likely to participate in colleggarties or drink alcohol. They also carry a
high level of wellbeing along wit the highest level of overall positive
affect.

Group four will require little recruiting effort on the part of the
church. They are | ikely to seek out and
of their college career. Superficehticements featurgnthe trappings of
college studentare not likely to be especially meaningfullThey are
looking for meaningful experiences that will lead to personal growth
delivered by leaders who are Biblicallyfanmed and dedicated to
conservativelifestyles. Theyare not necessarily concerned if ministry
leaders lack formal training nor is it important that they be sanctioned by
an established church authority. There is also evidence that members of
this group would be willing participants in community ministries o
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outreach activities targeting other students. They appreciate innovative
and contemporary ministry practices but are primarily focused on gaining
spiritual and personal growth.

SUMMARY/CONCLUSIONS

This study employed qualitative techniques to ideribgh the tangible
characteristics students use to search for and evaluate churches as well as
the underlying benefits that make those characteristics relevant. The
various benefits that different students associate with church were then
used to segment sample student population into four groups. Student
church attendance behavior and intentions, demographics, their sense of
personal wetbeing and ultimately, the features and characteristics that
makes a church relevant to the student were used talmetoe segments.
This proved successful in so much as the resulting segment profiles
rendered coherent and intuitive descriptions of different types of students
who carry different attitudes and expectations of their church involvement.

We advocate benéfsegmentation as an effective approach to
systematically examining and targeting a market. Benefit segmentation
provides an excellent example of the MfAma
begins by identifying customer Awant s a
benefits that the customer or patron seeks in a product or service. The
process then proceeds in a forward fashion by giving a face to each
benefitdefined group with product/service usage descriptions, lifestyles,
personalities, and most importantly, theroguct or service
features/attributes the consumer associates with the benefits described.

Adherence to this process and keeping the marketing concept in
sight is especially important for small, rprofit organizations that are
working with limited resarces and volunteer staff. They are especially
vulnerable to using ad hoc marketing methods and should be more
cognizant of using purposeful techniques such as this. Churches in
particular rely on intuition and seem to avoid systematic segmentation of
their market. This is likely because the idea of narrowing your market
focus in order to grow your congregation is cowméuitive. Churches
are also expected to be all inclusive and avoid any activity that would
suggest favoring a particular group. FHthinking is misplaced. As we
have seen in this study, all churches do not fit all people. Focusing
organizational resources on those segments where they will be used most
effective is a more responsible use of what are becoming increasingly
limited reources. Information, as provided in this study, also makes it
easier to abandon misguided marketing tactics that are often promoted by
those who assume that they Aknowo what t
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Churches occasionally suffer at the hands of enteshdeaders who
continue with thmoenfofredtoi wenh ubrwcth fimtairmkeet 1 ng |

Subjective WellBeing and Churchh As mentioned previously,
subjective welbeing generallyreferstmn e 6 s p er shappiadss sense of
and positive assessment tfeir life condition (Diener 1993) Past
research has shown a modest relationship betweerbialy and church
attendance (Myers 2000). We propose that this relationship has been
tested among samples that generalize all chgodns into a single
category. We suggest that this relationship can be better examined when
different types of church goers are considered separately. A segmentation
study such as the one described above makes this possible.

Indeed, a post hoc test of this relationship supportsides. A
simple correlation test of our sample shows a statistically significant but
weak relationship between church attendance and subjectivbeuey (r
=117; p =. 032). However, when each segment was examined
individually it was found that none df he segmentds attendanc
actually correlated with their sense of wiedling except one. Group four,
the group with the strongest affiliation to church, demonstrated a much
higher relationship between attendance and-bilhg (r=.367; p = .006).

This suggests that this relationship is dependent upon the core motivations
that compel people to go to church in the first place. Future research on
the relationship between religion and weding should take this into
consideration.
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ABSTRACT: I n quest for customersd | oyalty and hi
try to bring customersd r ethpioplannment s t o t he
and strategies initiatives, and to make effective and informed decisions.
The 0Six Sigmadé methodol ogy, whi ch i s a ne
businesses differently, has been the subject of many discussions across
industries in recent years. While 0Si x Sigmadé is aimed to red
i mprove quality and customersd satisfaction
helping organizations to modify and change their business approaches to
producing goods and services through making informed and effective
decisions. This paper studies the role of ERP among selected industries
for achieving 0Six Sigmaé quality. The resul
and i mpacts of ERP on achieving and maintai
among the selected industries. The conclusion signifies why industries
must adopt ERP to achieve 0Six Si gmadé qual ity in their supp
environment.

STATEMENT OF THE PUR POSE
ASi x Sigmao is a methodology that blends tog
guality initiatives and adds its own sped@glproach to business and supply chain
environment . Essentially, ASi x Sigmad i s abc

through improved quality and efficiency throughout the supply chain
management. Noteworthy to emphasize that supply chain managementhgpans
entire enterprise and beyond, encompassing suppliers on one end, and customers
on the other. This system requires an inform
physical trail and allows planning, tracking, estimating lead times based on real
data, ad in some situations using them for decision making purposes.
Consequently, information and communication systems have been widely
implemented, and have provided access to comprehensive data from all
components of the supply chain. The role of informatéiod communication in a
supply chain which describes logical relationships among all parts of
organizations from suppliers to end users are becoming exponentially important
in producing efficiency and competitive advantages (Hayen, 2007). In fact, the
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chranological and logical relationships of business transactions in a supply chain

create value chain, which requires more refined antbate information for
advancement . That i s why for ASi x Sigmao C
information technology thrmh the supply chain is vital and it should be a major

part of its driving forces. Managers must understand how information is gathered

and analyzed because information is critical
achieving fSi x Sardgnteavwith tigeuweasireifdar mare effidient a c ¢

flow of information, Nigel Slack and Michael Lewis (2008) argue that use of

ERP improves information management, integrates information, disintermediates

stages in the supply chain, overcomes geographical caonstrand etc. All of

which are needed, and they provide a road
quality throughout the entire organizational activities.

The purpose of this study, therefore, is to evaluate the role of ERP, in different

organizational settis, and to explore its degree of importance for the
organizations pursuing fASix Sigmao quality.
' i ght on the importance and the role of ERF
Sigmaodo quality i n a insupplyecdamenvipemesspect i ve, t ha

NEW AND TRADITIONAL A SI1 X SI GMAO QUALI TY

In its earlier stage, ASi x Sigmaodo has been e
manufacturing organizations. Some companies, for example Motorola, have built
on this beginningandintoduced strategies and plans to ac
secure global leadership in their manufacturing settings. Matt Barney and Tom

McCarty (2003) explain that, in this beginni
initiative for improving quality in produst rather than as a methodology for
continuous i mprovemento. Operating at a fASi X

production to have virtually zero defects. More specifically, in the traditional
stage, organizations have been focusing on their manufactattigg to reduce
defects to 3.4 per million opportunities. Comparing this to a process operating at
three sigma and is doontrol, a number of defects per million opportunities on
both sides of specification limits would be 2700. But, if the procesgrcshifts

1.5 Sigma, the total number of defects per million opportunities will increase to
66,807 (Gryna, Chua and DeFeo, 2007). The consequent cost of such shift in
process, which is typical when ignoring the supply chain relations and efficiency
of information, would be significantly high and may result in loss of
organizational competitiveness in the global market.

ASi x Sigmaodo i s dat adegh analysimof thenmormaterq ui r es an i
and understanding the chaardseAsndthanhcanc ust omer s 6
be achieved when organization has a refined and a reliable system in place to
acquire information and data to meet customer needs with virtually zero
di ssatisfaction. Mor eover , i f ASi x Sigmaodo i s
profi t abi |l i ty, then the customers and customer
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big picture approach, that is, looking at the entire supply chain framework and to
understand its working relationships from suppliers to the end users.

Going beyond the traditioa | ASi x Sigmao, requires a new |
|l eader shi p) to create a culture of Aisharing
customers (broad picture) and organizational success. This new culture should be

adopted across the organization supply claaid around all business functions.

Obviousl vy, continuous i mprovement (the new
continuous change, and that in turn requires accurate and reliable information and

data in todayodos fast changi nspip,that,i ronment . T
istrategic | eadershipbo, t hen, directs organi
consultative management practices across it
Si gmao.

Figure 1 shows how the new ASix ySigmaodo i s r ¢

chain. Therefore, the lengthier and more sophisticated supply chain is then the

more crucial will be the need for a fast and reliable information system to acquire

data for achieving ASix Sigmao. That iis why
road map eross the supply chain to assist organizations in securing reliable
information and data and understanding custo
di ssatisfaction, which is achieving ASix Sig!

FIGURE 1

Suppliers Customers

Organization

Resources Output
Pro




Journal of Business and Behavioral Sciences

ERP ROLES IN SIX SIGMA QUALITY SETTING

Since quality is about understanding and meeting customer needs, the effective
and efficient use of informatiomhen, allows organizations to have more reliable
data (facts) and know more about the nature of data (information), which would
enable organizations to make better decisions for a higher customer satisfaction.
More specifically, it can lead organizatiores have a greater knowledge about
and visibility through their supply chains, to have a greater awareness of
customer demand across its supply chain, to have a better coordination among all
departments within the organization, and to have a better ordezgsing and
reduced lead times.

One of the widespread types of information management systems, which create
and maintain consistent data processing and integrate it across multiple business
functions in a supply chain is (ERFAP). In theory, ERFSAP sysem provides

access to a single database for all users, and thus offer consistent information

about al | activities related to customersoé n
turn can lower inventory costs, reduces Hatk, and better streamline the
processes for meeting customersd desires. Ac

ability to deliver exactly what customers want when they want them, etc.,

requires manufacturers to achieve best in class in four areas, throughput, cycle

time, customer service and i nventory | evelso. All of whi
on the accuracy of data, the reliability of information about customers and

suppliers, and a highly integrated system, internally and across the organizations

supply chain.

Because ERSAP is dsigned to create consistency of information and

communication through using single database for all functions within the

organization and across its supply chain, some managers picture it as a solution

to their inventory problems, demand variability, supplr s @ pr ob |l e ms, and prc
variations. Joseph Vinhairs, 2004, in his s
managers have concluded that ERP helps the business but hurts operational

productivity because it lacks real time quality information, process asagrsi

the granularity required to make faster and
lack of understanding among some managers about the ERP application and how

it should be designed to help their organization. In fact, to better compete in

t o d a yriéets companies must optimize their processes better and faster. They

must take a global value chain perspective and to shape their business processes

into adaptable business structures for the needed changes. Obviously, the

essential prerequisite to thaseeds is an integrated information system, which is

ERP. It allows companies to explore every pathway where value can be added

within the supply chain and to design processes that maximize value while

minimizing cost. Moreover, companies should know thgh levels of customer

response coul dnét be achieved without tigh
inventory, and order management functions. Again, it is the ERP that can unite
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these functions around a centralized database and reach high customer
satisfation.

Companies production planning and control and procurements must also be

devel oped around the processes that can r esfg
and efficiently. That requires decreasing product development times, accelerating

production rate thes to the needed changes, and having a sharper customer focus

and better supplierés relati ons. The i ntegr
procurement with other value chain areas of the organization can ensure

optimally adjusted all transactions within pgly chain from

production/procurement and warehousing to the sales and distribution. ERP,

obviously, is not a direct tool and an immediate solution to the existing
manufacturing problems for achieving fASix Si
Vinhairs (2004)survey study. Instead, it is designed to provide accurate data and

reliabl e i nformati on about t he customer so
organizations supply chain. Subsequently, organizations can form their plans

more strategically to overcome production i nvent or vy, procurement , (
rel ated i ssues and probl ems, which | ead the
throughout their supply chain environment. This study explores reasons why

some major companies have chosen ERP, and the extent to which it has
contributed to other aspects of t heir oper ¢
presents more information why achieving fASix
in todayobés new er a.

RESULTS AND CONCLUSIONS

Today, as the new ASi x tSiraditlmabphades,st ances it
industries recognize the importance of ERP role in achieving and maintaining
nSi x Si gmao qguality i n their supply chain
ipanorama researcho by Eric Kimberling (200
(53%) plan o either replace or upgrade their ERP systems in 2009. More
specifically, t he ERP rol e i n ASi x Si gmabod

discussions and arguments in recent literatures. This study aimed to evaluate

reasons why industries have chosen ERP irptst, and explores the extent of

its major contributions to their operations
supply chain activities.

12 companies from 6 different industries are surveyed and their overall responses

are listed in the Tables 1 andThe participants are the upper level managers and

executives who rated the questions from 1 to 4 with 1 as the highest and 4 as the

lowest rate. Table 1 presents four major reasons why the companies have

initiated ERPSAP, and Table 2 displays four majoontributions from their

ERP-SAP application during the past 5 years. According to the results in Table 1,

the fAprocess & quality improvemento along wi
were the most important reasons for the responding organizations ERise
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SAP. The organizations were mostly concerned, at the beginning, with adopting a
measurement for enabling them to trace and control transactions and activities
within their operational systems. Also, they were seeking ways to improve their
operatonsgwcesses within their supply chain envir
and advancemento was not mainly the primary
adopt ERPSAP.

Table 1:Main Reasons Selected Companies Initiated ERP SAP

System Process Regulation Functional
Upgrading & & &
& Quality Security Operational
Advancement | Improvement Integration
4 3 1 2
A
4 1 2 3
B
4 2 1 3
C
2 3 1 4
D
1 3 4 2
E
= 3 1 4 2
Average 3 2.17 2.17 2.67
Table 2 displays the ERBAP contri butions tous& major i ssu

satisfactiono rated highest (1. 33) and AProc
(1.83) by the organizations in study. The results in Table 2, also, shows that the 4
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i sted issues can be regarded as major com
I ndeed, for an organization to achieve #Si
continuously improving all listed 4 issues in the Table 2. The results of this case

study support the argument t h a't the new fASix Sigmaodo can
when organization is operating wisely within its supply chain environment. It

P

Table 2:Most Visible SARPERP Benefits Resulted

Benefits Process End Users | Improved Improved
Improvement | Satisfaction | Suppliers Internal
Relations | Communication
Companies
2 1 4 3
A
1 2 3 4
B
2 1 3 4
C
3 1 2 4
D
2 1 3 4
E
F 1 2 4 3
Average 1.83 1.33 3.17 3.67

requires that orgamation to be well informed and to clearly understand its
suppliers and customersd needs within its s
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new fASix Sigmaod is data driven and needs a r
ERP would guide organizations and prowdieem with road map to better meet
customersod6 needs with virtually zero dissat:i
quality.
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ABSTRACT

Numerousarticles have been published concerning the characteristics of Fortune
500 CEOs and CFOs. Although there is a vast amount of information available
regarding the duties and responsibilities of the corporate treasurer as an
individual, a literature reviewailed to reveal any current research regarding the
corporate treasurer as an individual. The purpose of this research was to gather
demographic, personal, and professional data to develop a profile of the current
typical Fortune 500 treasureA questionmire was mailed to all the Fortune 500
treasurers requesting the data listed above. The findings of the study indicated
that the typical Fortune 500 corporate treasurer was a white male, 48 years of
age, who was promoted to his present position at ageThs. typical treasurer

had little facility with foreign languages and had intermediate computer skills.
The typical Fortune 500 treasurer was well compensated with 84.4% of the
respondents reporting compensation over $300,000.

INTRODUCTION

There is a vdsamount of information in text books, periodicals, and professional
development materials regarding the functions and duties of the typical corporate
treasurer. It is generally accepted that
primary financial offices (chief financial officer, controller, treasurer) who are

responsible for the financial activities of the firnDuring the past 15 years

treasurers of leading companies have seen their role expanded to include advising

on deals, accessing capital, managg r i s k, and outlining the
to both insiders and outsiders (Kroll, 2007Jhe treasurers of typical companies

in the U.S. are charged with the following responsibili(isap, 2006)

Cash Management

Credit Management

Capital Expendittes

Financial Planning

Fund Acquisition

—m —a _a _a _o

However, it appears that little is known about the treasurer as an individual, or
how this corporate officer spends time in the -ttagay discharge of his/her
assigned duties. Therefore, the purpose of this stagytevgather demographic,
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personal, and professional data to develop a profile of the typical treasurer of the
largest corporations in the United States.

METHODOLOGY

The method used to obtain the desired data was to survey the Fortune 500
treasurers.The questionnaire used in the survey was a modified version of the
guestionnaire used by Murray and Hollm@m®84) to develop a profile of the
typical insurance executive. A total of 34 substantially completed questionnaires
were returned. This representadresponserate of 6.8% of the population
surveyed. It is interesting twbservethat the researcher added a personal note to
50 of the 500questionnaires in his own handwriting (blue inlgsking the
treasurers to complete and return the questionnditee response rate to these
annotated questionnaires was 18%. The information provided by these survey
instruments formed the data base for this study.

RESULTS

Ages of the respondents ranged from a low of 35 years to a high of 64 years and
the mean agefdhe respondents was 48. The ages at which the respondents had
assumed their present positions ranged from a low of 31 years to a high of 52
years. The mean age at which the respondents had assumed their present
positions was 43.3. Hse data indicatiat treasurers of large corporations were
promoted to their positions in their early 40s and had bedmein positions on
averagdive years. These executives have progressed to a very high position at a
relatively young age.

This survey found that 78% of the respondents were male and 20.6% were
female. This finding appears unusual given that the number of females selecting
business as a career has increased significantly over the last three decades.
However, the finding of the current study that 20.6f the respondents were
female is actually indicative of a vast improvement over a similar survey
conducted inl992whenWade and Apap (1993eported there were no female
respondents out of 125 questionnaires returned. Finally, the finding that 20.4% of
the Fortune 500 treasurers who responded to this questionnaire are women
notwithstanding, the findings of this study support the theory of male dominance
in corporate America.

The Fortune 500 treasurers who responded to the survey were 91.2% Caucasian,
5.9% Black, and 2.9% other. The reasons for the small percentage of minority
groups represented among Fortune 500 treasurers could be an excellent area for
future study.
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The vast majority(28 or 87.5%)of the respondents were marriedwo of the

responénts were single (6.3%) and two were divorced (6.3%).

Two of the

respondents chose not to answer this question. The number of children for the

survey group who were married or divorced ranged from none to four.

The

average number of children for the peadents who chose to answer this
guestion was 2.2. Six respondents chose to not answer this question. The data in
this section indiatethat Fortune 500 treasurers are family oriented, and the low
divorce rate among the group indicates that their positdo not put undue

pressure on their marital relatidnps.

All of the 34 respondents indicated that they had served in an executive capacity
in other companies prior to assuming their present positions. The number of prior
executive positions reportedrrged from one to six, with 2.2 being the average.
When asked about their most recent executive experience prior to assuming their
current treasurer position, elevé3.4%)of the respondents indicated that they
had been assistant treasurers and (R6e5%) indicated they had been finance
directors orfinancevice presidents. The majority of the remaining respondents
reported having worked in executive positions primarily in accounting, auditing,

and financial analysis.

Table 1 shows the educationathievements of the respondents.
respondents had earned an undergraduate degree.

All of the

In addition, 28 (82.4%) had

obtained a mastés degree and threg.8%) of the respondents held a juris
doctorate degree. It is evident that the Fortune 508urees who responded to

this survey are a highly educated group of professionals.

Tablel
Educational Achievement of Corporate Treasurers

Degree Earned Number
Bachdorb s Degr ee 34
Masteb s Degr ee 28
Juris Doctor 3

Percent
100.0
82.4
8.8

Table 2 shows the fields of study of these executives. The business disciplines;

accounting, business adminigiom, economics and finance compriseél4ps of
t he bachel or despondemtg Busiress admiistratiorearfithance
constituted 89.3% f the masterdés degrees

that they desired a career in business.
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