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A Welcome Note from the Editor-In-Chief: 
 
 
It is our pleasure to present you the Volume 15, Number 1, 2015 of European Journal of Management 
(EJM). The EJM is a publically available and peer-reviewed journal and has the ISSN (ISSN: 1555-
4015) issued by the US Library of Congress. 
 
EJM is a Trademark of the International Academy of Business and Economics (www.iabe.eu). The 
EJM is a publication of the International Academy of Business and Economics. 
 
It is our objective to publish in the EJM high quality research and papers work from all subject areas of 
management and business administration with a particular emphasis on issues related International 
business.   
 
The EJM issues are growing in importance from an issue to another and this fact is proven by the 
great number of the papers submitted by experienced researchers from many different countries in 
the World. We would like to assure you that we will do our best in the future, in order to offer you a 
high quality journal.  
 
In this issue of 2015, we publish research papers of good quality for your reading. Each paper has 
successfully undergone a double blind peer-review process. You may enjoy scope of research papers 
ranging from international finance, international economics, business strategy, management of 
technology, entrepreneurship, organizational structure to quality management. We hope that you will 
enjoy reading this issue of the EJM and look forward to the next issue. 

 
Your published research papers represent our inspiration and together we will be more professional. 
Please write us to share your ideas for making EJM even more relevant to your area research and 
teaching! We look forward to hearing your comments and suggestions about this issue of the journal, 
and welcome your contributions for future issues of EJM. All these comments will be seriously taken 
into account and we would not let you down! 
 
Our website, www.iabe.eu, is completely redesigned for online paper submission, checking status 
of your paper, and more. We invite you to visit our website and create your member account. 
 
Finally, we would like to express our sincere gratitude to numerous paper reviewers and editorial 
board for their contributions in making this issue.  
 
 
Warm Regards, 
 
 
Dr. Wilson Almeida 
 
Editor-In-Chief 
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ON RESISTANT VERSIONS OF THE STANDARD SCORE 
 

David DiMarco, Neumann University 
Blane Hollingsworth, Middle Georgia State College 

Ryan Savitz, Neumann University 
 
 

ABSTRACT 
 
Introducing an outlier that is very large to a data sample results in the z-scores of the other data 
values tending to be negative and decreasing in magnitude. If the outlier is large enough, the mean 
will exceed the second largest value and the z-scores of all of the data values, except the outlier, will 
be negative. An outlier that is much less than the other data values causes the z-scores of the other 
values to tend positive. Obviously neither circumstance is desirable. This manuscript introduces 
variations of the z-score, which are resistant to outliers. These variations replace both the mean and 
standard deviation in the usual z-score formula with corresponding resistant measures. The 
breakdown points of the introduced measures will be discussed. Computer simulations will also be 
used to compare the new measures. Ease of computation will also be considered. Some of the 
introduced measures will be flexible, thus a user can select the measure whose properties are best 
suited for the application at hand.   

Keywords:  z-score, outlier, measures of central tendency, measures of dispersion 

 

1. INTRODUCTION 

If one introduces a large outlier to a sample, the sample mean and the sample standard deviation 
both get inordinately large. This does not happen to the standard score, or z-score. But the z-score 
does suffer from undesirable effects caused by outliers. Introducing a large outlier to a data sample 
results in the z-scores of the other data values tending to be negative and decreasing in magnitude. If 
the outlier is large enough, the mean will exceed the second largest value and the z-scores of all of 
the data values, except the outlier, will be negative. An outlier that is much less than the other data 
values causes the z-scores of the other values to tend positive. Obviously neither circumstance is 
desirable. For example, a student who had the second highest grade in the class and had to spend 
considerable time explaining to his parents why his grade had a negative z-score would, justifiably, 
have a low opinion of z-scores. This manuscript introduces variations of the z-score which are 
resistant to outliers. These variations replace both the mean and standard deviation in the usual z-
score formula with corresponding resistant measures. The breakdown points of the introduced 
measures will be discussed. Computer simulations will also be used to compare the new measures. 
Ease of computation will also be considered. Some of the introduced measures will be flexible, thus a 
user can select the measure whose properties are best suited for the application at hand.   

It is our intent to deal with measures that the layman can understand and use. Sophisticated 
measures such as the biweight estimate of scale (Beers, 1990) will not be discussed. This paper 
provides measures which can be readily used by non-mathematicians, as well as by mathematicians. 
We view the fact that our measures are within the grasp of the layman as a substantial benefit. 
Similarly the measures Sn and Qn introduced by Rousseeuw and Croux (1993) will not be discussed in 
detail because their computation is unwieldy, involving data sets that are large relative to the original 
sample size.  

2. DEFINITIONS AND EXAMPLES 

DiMarco and Savitz (2012) defined the m-tile means as the mean of the m – 1 values that divide the 

data into m equal parts where 2  m  n + 1 with n denoting the sample size. Each value of m yields a 
different measure of central tendency. If m = 4 we have the Quartile mean which is the mean of the 3 
quartiles, m = 5 yields the Quintile mean which is the mean of the 4 quintiles, etc. And from DiMarco 
and Savitz (2013) we get the following definition of the m-tile deviation.  

“Rather than simply state the definition of the m-tile deviation, a motivation of 
the definition will first be provided. The quartile deviation is known and is defined as 
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(Q3 – Q1)/2 where Qi is the i
th
 quartile. Let Si denote the i

th
 quintile (the 4 values that 

divide the data into 5 equal parts). Just as the quartile deviation is a measure of 
dispersion, (S3 – S2)/2, which we denote by A, could also be used as a measure of 
dispersion, as could (S4 – S1)/2, which we denote by B. A measure of dispersion 
which includes more information than either A or B is attained if the mean of A and B 
is used instead. This measure is called the quintile deviation (the m-tile deviation with 
m = 5) and is easily simplified to  

 

 and can easily be generalized to the m-tile deviation if m is odd. If m is even the 
median value is ignored and the same process is used. So if Oi denotes the i

th
 of the 

7 octiles (the values which divide the data into 8 equal parts) the octile deviation (the 
m-tile deviation with m = 8) is defined as the mean of the 3 values (O7 – O1)/2, (O6 – 
O2)/2 and (O5 – O3)/2 which equals 

 

 It will become clear later that dividing each difference by 2 before finding the mean is 
advantageous. The already known quartile deviation is an m-tile deviation with m = 4, 
thus our definition does not contradict previous definitions. A more rigorous definition 
is now provided. The i

th
 m-tile is denoted by Mi. Then the m-tile deviation, MD, is 

defined by  

MD =  if m is odd, and 

MD =  if m is even. 

If desired, these two formulae can be combined into the slightly more cumbersome 

MD =  where 

I = 1 if m is even and I = 0 if m is odd.” 

M-tile deviations are only defined if 3  m  n + 1. We will also make use of the median absolute 
deviation (MAD), which is Amedian(|Xi – sample median|) with A usually 1.4826. In this paper, the 
coefficient of 1.4826 will be used unless otherwise stated. Consider the formula 

Z =  

Of course if y is the mean and a is the standard deviation this is the usual standard score, or z-score. 
Four new measures of position are now introduced by substituting other measures for a and y, some 
of which are resistant to outliers. Specifically the following cases are considered; 

1) y = median, a = MAD, 

2) y = m-tile mean, a = m-tile deviation, 

3) y = median, a = standard deviation, and 

4) y = m-tile mean, a = standard deviation. 

Henceforth in this paper each of these 4 measures will be labelled with their number in this list, 1, 2, 3 
or 4. The trimmed mean and trimmed standard deviation may also be substituted for y and a, 
respectively. Or similarly, the data can first be trimmed and then the usual z-score of the remaining 
data can be calculated. Of course trimming data has the disadvantage of discarding values which in 
some applications may be a problem.  
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Measures such as 3) and 4) above have resistant measures substituted for y, but non-resistant 
measures substituted for a. Consequently when an outlier is introduced the denominator increases 
inordinately. Thus such measures eliminate the problem of the usual z-score tending either positive 
(for small outliers) or negative (for large outliers), but do nothing about the magnitude decreasing 
when an outlier is introduced. Measures such as 1) and 2) alleviate both the sign problem and the 
decrease in magnitude as both y and a are replaced with resistant measures. The breakdown point of 
a measure is the fraction of values that can be made arbitrarily large without the measure itself 
becoming arbitrarily large (Donoho, 1983).  Rousseeuw, P. and Croux, C., (1992) said the MAD has a 
breakdown point of 50%,  DiMarco and Savitz (2013) gave the breakdown point of the m-tile deviation 
as 1/m, and similarly the breakdown point of the m-tile mean is 1/m. It is well known the median has a 
breakdown point of 50%.  

DiMarco and Savitz (2013) pointed out the notable ease of calculating m-tile deviations, especially for 
a measure of dispersion, as well as the fact that both the m-tile means and m-tile deviation are very 
flexible since their properties are functions of m. Hence a user may use the value of m that best suits 
their needs. For example, if an application calls for a measure that is resistant to k – 1 outliers, it was 
shown that a suitable possibility would be m = n/k where n is the sample size. It was also proven that 
the m-tile means and the m-tile deviations are less susceptible to inordinate changes to the value of 
the measure caused by changes around the center of the data than are the median and the MAD, 
respectively (DiMarco and Savitz 2012 and 2013). This property was called “stability”. In the 
measures above, if y = m-tile mean and a = m-tile deviation obviously calculations would be easier if 
the same value of m was used for both the m-tile mean and the m-tile deviation. This would also result 
in both measures having the same breakdown point and the resulting new z measure would also have 
this breakdown point. 

As previously stated computer simulations will be used to assess the utility of the new measures 
introduced herein. However, first 3 examples will be given with some details of our calculations 
included. This will familiarize the reader with how our measures are calculated. It will also 
demonstrate some of the properties of these measures that have already been stated in this paper. In 
each example a data set will be presented and the usual z-score of selected values will be calculated, 
as will the values of the 4 new measures (measures 1 through 4 previously presented) for those same 
values. Then an outlier will be introduced to the sample and the process will be repeated so the effect 
the outlier has on the various measures can be observed. In these examples s denotes the sample 
standard deviation, z(x) denotes the z-score of x and zi(x) denotes the value of our introduced 
measure i, of x. In both the m-tile means and m-tile deviation DiMarco and Savitz calculated quartiles 
in the usual way – reiteratively finding medians. Otherwise the kth m-tile was the least data value 
greater than k/m of the data. That procedure is followed in this manuscript. 

Example 1. At a yard sale the following data represents the amount spent in dollars by 7 customers; 
10, 13, 14, 18, 25, 30, 31. For this sample s = 8.51329 and mean = 20.14286 and therefore z(10) = -
1.19 and z(31) = 1.27. The median is 18, so from z3 = (x – median)/s we have z3(10) = -.94 and z3( 31) 
= 1.53. The MAD = 10.3782, so from z1 = (x – median)/MAD it follows that z1(10) = -.77 and z1( 31) = 
1.25. In this example for the m-tile mean and m-tile deviation we choose m = 5 so we deal with 
quintiles. The 4 quintiles are 13,14,25,30 and the mean of the 4 quintiles, the quintile mean (QuM) = 
20.5. Since z4 = (x – QuM)/s it follows that z4(10) = -1.23 and z4(31) = 1.23. If Si denotes the i

th
 quintile 

then the quintile deviation (QuD) =  = 7 and from z2 = (x – QuM)/QuD it follows z2(10) = -

1.5 and z2(31) = 1.5. 

(Note the ease of calculating the measure of dispersion QuD, compared to, say, the standard 
deviation for example). An eighth customer then spends $200, so our new sample is 10, 13, 14, 18, 
25, 30, 31, 200 and the above calculations are repeated. Now s = 64.07571, mean = 42.625, z(10) = -
0.51 and z(31) =     -0.18.  The median = 21.5 and z3(10) = -.18, z3(31) = .15. As MAD = 12.6021 
consequently z1(10) = -.91, z1(31) = .75. The new sample has quintiles of 13,18,25,31, so their mean 
QuM = 21.75 and z4(10) = -.18, z4(31) = .14. The QuD = 6.25 and z2(10) = -1.88, z2(31) = 1.48.  

This example shows that, as was previously stated, introducing a large outlier to a data sample results 
in the z-scores of the other data values tending to be negative and decreasing in magnitude. It also 
demonstrates that the new measures with resistant measures substituted for the mean decrease the 
tendency to have negative values and if the denominator also contains a resistant measure, the 
decrease in magnitude is also diminished.  
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Example 2. The following sample represents the number of customers a store has per day over a 5 
day period, Monday through Friday; 100, 115, 121, 122, 129. Here s = 10.92245 and mean = 117.4 
so z(100) = -1.59 and z(129) =1.06. The median = 121 thus z3(100) = -1.92 and z3(129) = .73. (zi is 
defined in the paragraph preceding example 1 and is more explicitly stated in example 1). The MAD = 
8.8956 and it follows that z1(100) = -2.36 and z1(129) = .899. In this sample we choose m = 4 for the 
m-tile mean and m-tile deviation, therefore the quartiles are needed. (Recall that the m-tile mean 

requires 2  m  n + 1 and the m-tile deviation requires  

3  m  n + 1. Consequently if the same value of m is used for both, the only possible values of m for 
this sample are 3, 4, 5 or 6.)  The quartiles are 107.5, 121, 125.5 and the quartile mean (QM) = 118. 
As z4 = (x – QM)/s we have z4(100) = -1.65 and  z4(129) = 1.007. If Qi is the i

th
 quartile the quartile 

deviation (QD) = (Q3 – Q1)/2 = 9.25 and z2 = (x – QM)/QD. Thus z2(100) = -1.95 and z2(129) = 1.19. 
The store owner has decided to open on Saturday for the first time. Unfortunately the new day was 
poorly advertised and no customers showed up. Our new sample is 0, 100, 115, 121, 122, 129 which 
has s = 48.91387, mean = 97.83, z(100) = 0.044 and z(129) = 0.637. Also the median = 118, z3(100) 
= -.37 and z3(129) = .22. As MAD = 11.1195 we have z1(100) = -1.62 and z1(129) = .99. Now the 
quartiles are 100,118,122 thus QM = 113.3333 and z4(100) = -.27, z4(129) = .32. The QD is 11 and 
z2(100) = -1.21, z2(129) = 1.42.  In this example a small outlier forced the z-scores to tend positive. 

Example 3. A company requires employees take an exam in order to be promoted to a better paying 
job. The following represents the percentage correct on the promotion exam for 40 employees; 
32,33,47,52,65,66,66,68,71,72,73,77,79,80,80,81,82,83,83,85,86,89,89,  
91,91,91,91, 91,91,92,93,95,95,95,96,96,96,96,99,100.  Consequently s = 16.84005, mean = 80.95, 
z(32) = -2.90, z(73) = -0.47, z(85) = 0.24, z(92) = 0.65 and z(100) = 1.13. The median = 85.5 
therefore z3(32) =    -3.18, z3(73) = -.74, z3(85) = -.03, z3(92) = .39 and z3(100) = .86. As the MAD = 
13.3434 it follows z1(32) = -4.01, z1(73) = -.94, z1(85) = -.04, z1(92) = .49, z1(100) = 1.09. In this 
example we let m = 8, so the octiles are needed, they are; 66,73,81,86,91,93,96. Thus the  Octile 
Mean (OM) = 83.7143. Since z4 = (x – OM)/s we have z4(32) = -3.07, z4(73) = -.64, z4(85) = .076, 
z4(92) = .49, z4(100) = .97. If Oi denotes the i

th
 of the 7 octiles the octile deviation (OD)  equals  

 = 10 and z2 = (x – OM)/OD. As a result z2(32) = -5.17, z2(73) = -1.07, z2(85) = 

.13, z2(92) = .83 and z2(100) = 1.63. Another employee takes the exam and earns a score of 100. 
Their score is incorrectly entered as 1,000. Hopefully this error will not have a profound impact on the 
data.  
 
The new sample is 32,33,47,52,65,66,66,68,71,72, 
73,77,79,80,80,81,82,83,83,85,86,89,89,91,91,91,91,91,91,92,93,95,95,95,96,96,96,96,99,100,1000. 
We now have s = 144.491, mean = 103.365, z(32) = -0.49, z(73) = -0.21, z(85) = -0.13, z(92) = -0.08, 
z(100) = -0.02. The median = 86 so z3(32) = -.37, z3(73) = -.09, z3(85) = -.007, z3(92) = .04, z3(100) = 
.097. Presently the MAD = 13.3434 and z1(32) = -4.05, z1(73) = -.97, z1(85) = -.075, z1(92) = .45, 
z1(100) = 1.05. The octiles are the same 7 data values as they were before the outlier of 1,000 was 
introduced. This may occur if m is small compared to n and a small number of outliers are introduced. 
Consequently z4(32) = -.36, z4(73) = -.07, z4(85) = .009, z4(92) = .057, z4(100) = .11, while the z2 
values are the same as they were before the outlier was introduced. Obviously this particular example 
bodes well for the measure z2.  
 
3. SIMULATIONS 

As previously mentioned, computer simulations were run to test the utility of our 4 new measures. The 
programs were written in Maple 12, which has a built-in "quantile" command that allows the user to 
prescribe percentiles. This command uses interpolation and consequently these simulations use a 
slightly different way of calculating m-tiles than the examples in this paper.  Given the large sample 
sizes used in these simulations, any differences should be negligible.   

We denote the variance of measure zi attained via computer simulation by var(zi). The following 
results include said variances and the corresponding relative efficiencies, E (relative to the standard 
normal z score).  Since the variance of the standard normal variable, z, is, by definition equal to 1, the 
efficiencies are simply the variances of the measures. 

 var(z1) = 1.0640. 
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For var(z2) simulations were run with m = 4, 5, 8, 32, 57 and 100, thus 

var(z2, m = 4) = 2.3390, 

 if m = 5 then var(z2) = 3.3285, 

 if m = 8 then var(z2) = 1.9952  

 if m = 32 then var(z2) = 1.7118, 

 if m = 57 then var(z2) = 1.7172, 

 and if m = 100 then var(z2) = 1.6259. 

Var(z3) was close to 1 (within 3 decimal places), as was var(z4) when m =  4, 5, 8, and 100. 

Our simulation results are favorable for z3 and z4, however, as was previously stated these two 
measures are inordinately reduced in magnitude when an outlier is introduced.   Consequently it is z1 
that shows the most benefit based on the initial simulation results. On the other hand z2 still has the 
benefit of ease of calculation. A drawback of z1 is it uses the median and the MAD and, as was 
previously stated, the m-tile means and the m-tile deviations are less susceptible to inordinate 
changes to the value of the measure caused by changes around the center of the data than are the 
median and the MAD, respectively. In other words, they are less stable. This is more likely a problem 
with small samples. 

It has been stated that traditional z scores are inordinately reduced in magnitude by the introduction of 
an outlier.  In order to further assess this, simulations were run for the standard normal variable, z.  In 
these simulations 1000 samples of size 10 were taken from a standard normal population.  A mean, 

µ, and standard deviation, ,  were computed for each sample, and the standard normal z score of 
both the largest and the smallest observations in the sample was taken.  Then, an outlier of 
predetermined magnitude was introduced into each data set, and the standard normal z scores for the 
smallest and what is now the second largest value in the data set were computed.  As can be seen in 
table one below, the introduction of a single outlier results in extremely large changes in the value of 
the standard normal z scores.   

Size of outlier (distance 

from largest original 

observation) 

Percent change in 

largest z score 

Percent change in 

smallest z score 

3 56.528 23.806 

4 65.458 30.808 

                                         Figure 1:  Effect of Outliers 

  

4. CONCLUSION 

Introducing a large (positive) outlier to a data sample results in the z-scores of the other data values 
tending to be negative and decreasing in magnitude. An outlier that is much less than the other data 
values causes the z-scores of the other values to tend positive.  Simulation results illustrate this 
inordinately large effect.  Obviously neither circumstance is desirable. This manuscript introduces 
variations of the z-score, which are resistant to outliers. These variations replace both the mean and 
standard deviation in the usual z-score formula with other measures of central tendency and 
dispersion, some of which are resistant to outliers. Specifically the following substitutions were used 
for y and a in the formula 

Z =  ; 

1) y = median, a = MAD, 
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2) y = m-tile mean, a = m-tile deviation, 

3) y = median, a = standard deviation, and 

4) y = m-tile mean, a = standard deviation. 

Rousseeuw, P. and Croux, C., (1992) find that the MAD has a breakdown point of 50%,  DiMarco and 
Savitz (2013) gave the breakdown point of the m-tile deviation as 1/m, and similarly the breakdown 
point of the m-tile mean is 1/m. It is well known the median has a breakdown point of 50%. The ease 
of calculating m-tile deviations compared to other measures of dispersion was observed in examples. 
It was also noted, and observed in examples, that m-tile means and m-tile deviations are flexible. One 
can choose the value of m best suiting the application at hand. 

This paper provides measures which can be readily used by non-mathematicians, as well as by 
mathematicians. We view the fact that our measures are within the grasp of the layman as a 
substantial benefit. The trimmed mean and trimmed standard deviation may also be substituted for y 
and a, respectively. Or similarly, the data can first be trimmed and then the usual z-score of the 
remaining data can be calculated. Of course trimming data has the disadvantage of discarding values 
which in some applications may be a problem. If the numerator of the new measure contains a 
resistant measure and the denominator does not contain a resistant measure, the resulting measure 
would eliminate the problem of the usual z-score tending either positive (for small outliers) or negative 
(for large outliers), but would do nothing about the magnitude decreasing when an outlier is 
introduced. Measures in which both substituted measures are resistant alleviate both the sign 
problem and the decrease in magnitude problem. DiMarco and Savitz (2012 and 2013) proved that 
the m-tile means and the m-tile deviations are less susceptible to inordinate changes to the value of 
the measure caused by changes around the center of the data than the median and the MAD, 
respectively, are. A property they called “stability”. 

The authors believe that due to their ease of calculation, flexibility, resistance to outliers and their 
greater stability regarding data changes around the center of the data, of the measures introduced in 
this paper, the measure involving both the m-tile means and m-tile deviations, z2, has many desirable 
properties. Our computer simulations indicate that z1 has a high efficiency and eliminates the 
problems the usual z-score has with outliers. As was noted, the greater stability of z2 is more likely an 
advantage with small samples. If one is dealing with large samples and flexibility is not desired we 
believe z1 is best among the measures introduced in this paper. If flexibility is desired, or small 
samples might occur, then perhaps z2 should be given consideration.   
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APPENDIX 

The Maple code used to calculated the statistics discussed in this paper is presented below: 

with(Statistics); 
> mu := 0; sigma := 1; 
                                      0 
                                      1 
> Pop := RandomVariable(Normal(mu, sigma)); 
                                    _R46 
> S := Sample(Pop, 10); 
                       S:=Vector[row](%id = 79312764); 
> NULL; 
> y[median] := Median(S); 
                                0.3853930030 
> SS := vector(ArrayNumElems(S), proc (i) options operator, arrow; abs(S[i]-Median(S)) end proc); 
> a[MAD] := 1.4826*Median(SS); 
                                 1.001417292 
> a[SD] := StandardDeviation(S); 
                                0.9012734834 
> NULL; 
> m := 4;                                      4 
> MTile := proc (m) options operator, arrow; vector(m-1, proc (i) options operator, arrow; Quantile(S, 
i/m) end proc) end proc; 
           /                                /   i\\ 
m -> vector|m - 1, i -> Statistics:-Quantile|S, -|| 
           \                                \   m// 
> MTile(m); 
> Mean(MTile(m)); 
                                0.4538866782 
> NULL; 
> if type(m, odd) then k := (m-1)*(1/2) else k := (1/2)*m end if; 
                                      2 
> if type(m, odd) then MTileDev := (add(MTile(m)[i], i = k+1 .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*k) 
else MTileDev := (add(MTile(m)[i], i = k .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*(k-1)) end if; 
                                0.7145117960 
> 
> y[4*tile] := Mean(MTile(m)); 
                                0.4538866782 
> a[4*tile] := MTileDev; 
                                0.7145117960 
> NULL; 
> m := 5; 
                                      5 
> MTile := proc (m) options operator, arrow; vector(m-1, proc (i) options operator, arrow; Quantile(S, 
i/m) end proc) end proc; 
           /                                /   i\\ 
m -> vector|m - 1, i -> Statistics:-Quantile|S, -|| 
           \                                \   m// 
> MTile(m); 
> Mean(MTile(m)); 
                                0.4561507203 
> if type(m, odd) then k := (m-1)*(1/2) else k := (1/2)*m end if; 
                                      2 
> if type(m, odd) then MTileDev := (add(MTile(m)[i], i = k+1 .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*k) 
else MTileDev := (add(MTile(m)[i], i = k .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*(k-1)) end if; 
                                0.5317161075 
> y[5*tile] := Mean(MTile(m)); 
                                0.4561507203 
> a[5*tile] := MTileDev; 
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                                0.5317161075 
> NULL; 
> m := 8; 
                                      8 
> MTile := proc (m) options operator, arrow; vector(m-1, proc (i) options operator, arrow; Quantile(S, 
i/m) end proc) end proc; 
           /                                /   i\\ 
m -> vector|m - 1, i -> Statistics:-Quantile|S, -|| 
           \                                \   m// 
> MTile(m); 
> Mean(MTile(m)); 
                                0.4613838473 
> if type(m, odd) then k := (m-1)*(1/2) else k := (1/2)*m end if; 
                                      4 
> if type(m, odd) then MTileDev := (add(MTile(m)[i], i = k+1 .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*k) 
else MTileDev := (add(MTile(m)[i], i = k .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*(k-1)) end if; 
                                0.6987727650 
> y[8*tile] := Mean(MTile(m)); 
                                0.4613838473 
> a[8*tile] := MTileDev; 
                                0.6987727650 
> NULL; 
> m := 32; 
                                     32 
> MTile := proc (m) options operator, arrow; vector(m-1, proc (i) options operator, arrow; Quantile(S, 
i/m) end proc) end proc; 
           /                                /   i\\ 
m -> vector|m - 1, i -> Statistics:-Quantile|S, -|| 
           \                                \   m// 
> MTile(m); 
> Mean(MTile(m)); 
                                0.4740077775 
> if type(m, odd) then k := (m-1)*(1/2) else k := (1/2)*m end if; 
                                     16 
> if type(m, odd) then MTileDev := (add(MTile(m)[i], i = k+1 .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*k) 
else MTileDev := (add(MTile(m)[i], i = k .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*(k-1)) end if; 
                                0.7171206723 
> y[32*tile] := Mean(MTile(m)); 
                                0.4740077775 
> a[32*tile] := MTileDev; 
                                0.7171206723 
> NULL; 
> m := 57;                                     57 
> MTile := proc (m) options operator, arrow; vector(m-1, proc (i) options operator, arrow; Quantile(S, 
i/m) end proc) end proc; 
           /                                /   i\\ 
m -> vector|m - 1, i -> Statistics:-Quantile|S, -|| 
           \                                \   m// 
> MTile(m); 
> Mean(MTile(m)); 
                                0.4752451794 
> if type(m, odd) then k := (m-1)*(1/2) else k := (1/2)*m end if; 
                                     28 
> if type(m, odd) then MTileDev := (add(MTile(m)[i], i = k+1 .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*k) 
else MTileDev := (add(MTile(m)[i], i = k .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*(k-1)) end if; 
                                0.7043317980 
> y[57*tile] := Mean(MTile(m)); 
                                0.4752451794 
> a[57*tile] := MTileDev; 
                                0.7043317980 
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> NULL; 
> m := 100; 
                                     100 
> MTile := proc (m) options operator, arrow; vector(m-1, proc (i) options operator, arrow; Quantile(S, 
i/m) end proc) end proc; 
           /                                /   i\\ 
m -> vector|m - 1, i -> Statistics:-Quantile|S, -|| 
           \                                \   m// 
> MTile(m); 
> Mean(MTile(m)); 
                                0.4759763380 
> if type(m, odd) then k := (m-1)*(1/2) else k := (1/2)*m end if; 
                                     50 
> if type(m, odd) then MTileDev := (add(MTile(m)[i], i = k+1 .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*k) 
else MTileDev := (add(MTile(m)[i], i = k .. m-1)-add(MTile(m)[i], i = 1 .. k))/(2*(k-1)) end if; 
                                0.7171467252 
> y[100*tile] := Mean(MTile(m)); 
                                0.4759763380 
> a[100*tile] := MTileDev; 
                                0.7171467252 
> NULL; 
> V := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-y[median])/a[MAD] end proc); 
> Variance(V); 
                                0.8099962623 
> W4 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-y[4*tile])/a[4*tile] end proc); 
> Variance(W4); 
                                 1.591088665 
> W5 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-y[5*tile])/a[5*tile] end proc); 
> Variance(W5); 
                                 2.873118602 
> W8 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-y[8*tile])/a[8*tile] end proc); 
> Variance(W8); 
                                 1.663570644 
> X := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-
y[median])/StandardDeviation(S) end proc); 
> Variance(X); 
                                 1.00000000 
> Y4 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-
y[4*tile])/StandardDeviation(S) end proc); 
> Variance(Y4); 
                                 1.000000000 
> Y5 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-
y[5*tile])/StandardDeviation(S) end proc); 
> Variance(Y5); 
                                 1.000000000 
> Y8 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-
y[8*tile])/StandardDeviation(S) end proc); 
> Variance(Y8); 
                                 1.000000000 
> Y100 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-
y[100*tile])/StandardDeviation(S) end proc); 
> Variance(Y100); 
                                 1.000000000 
> NULL; 
> W32 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-y[32*tile])/a[32*tile] end 
proc); 
 
> Variance(W32); 
                                 1.579533001 
> W57 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-y[57*tile])/a[57*tile] end 
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proc); 
> Variance(W57); 
                                 1.637414367 
> W100 := vector(ArrayNumElems(S), proc (i) options operator, arrow; (S[i]-y[100*tile])/a[100*tile] end 
proc); 
> Variance(W100); 
                                 1.579418238 
> NULL; 
> Variance(V), Variance(W4), Variance(W5), Variance(W8), Variance(W32), Variance(W57), 
Variance(W100), Variance(X), Variance(Y4), Variance(Y5), Variance(Y8), Variance(Y100); 
0.8099962623, 1.591088665, 2.873118602, 1.663570644, 1.579533001, 1.637414367, 
1.579418238, 1.000000000, 1.000000000, 1.000000000, 1.000000000, 1.000000000 
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ABSTRACT 
 
During the last years sports, particularly football, has shown a remarkable economic importance, also 
in virtue of the new communication technologies which allow the events’ transmission with high levels 
of audience. In light of these considerations, this work wants to investigate the main problems arising 
from the management of TV rights for sport events, particularly referring to the choice of the more 
optimal TV rights’ negotiation modality. 
 
The work is enriched by a double quantitative analysis: the first wants to verify the presence of 
positive correlation between the revenues from TV rights and the score of the clubs participating in 
the Italian Serie A Championship, with particular attention to the years of transition from bargaining 
individual to the collective; the second part will attempt to measure changes in the competitive 
balance of the Italian Serie A Championship following the transition from individual to collective 
bargaining negotiation. 
 
Keywords: Sport tv rights, individual bargaining, collective bargaining, correlation revenues and 
performance, competitive balance.  
 
 
1. INTRODUCTION 
 
During the last years sport has an economic dimension and this tendency has particularly increased 
with the media market development and the introduction of new diffusion platforms. 
 
Football, more than other sports, has gone through an epochal change compared with the past: 
thanks to TV programs football has become an entertainment and communication phenomenon able 
to exercise in the collective imaginary an attractive power not comparable to other sports. 
 
The role of football has become becomes even more relevant thanks to the new technologies that 
applied to communication, allow the football events transmission with an audience sometimes of 
billions of people. As response to this change, competent authorities have shown an interest for the 
audio-visual sport rights. 
 
Football, thanks to the television use, has strongly entered into the entertainment industry with 
consequent effects on the earnings structure: in the past it was centred on the box-office income and 
nowadays has completely changed and it’s mainly based on the TV rights’ sell. 
 
Table no. 1 shows the turnover of the first 20 European clubs identifying three main categories of 
income sources: match day, the earning deriving from the stadium entrances, through tickets and 
subscriptions; broadcast, the earnings obtained from the transmission of national and international 
competitions; finally, commercial sources including sponsorship and merchandising incomes. 
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Table no. 1: Revenues by streams (€/mln), European top clubs - Season 2011/2012 
Source: our data elaboration of Deloitte Football Money League, 2013 

Matchday % Broadcasting % Commercial % Total revenues

REAL MADRID 126,2 25% 199,2 39% 187,2 36% 513,6

FC BARCELONA 116,3 24% 179,8 37% 186,9 39% 484

MANCHESTER UNITED 122 31% 128,5 32% 145,4 37% 396,9

BAYERN MUNICH 85,4 23% 81,4 22% 201,6 55% 369,4

CHELSEA 96,1 30% 139,4 43% 87,1 27% 323,6

ARSENAL 117,7 41% 107,7 37% 64,9 22% 291,3

MANCHESTER CITY 38,1 13% 109 38% 138,5 48% 286,59

AC MILAN 33,8 13% 126,3 49% 96,8 38% 256,9

LIVERPOOL 55,9 24% 78,2 33% 99,1 42% 234,19

JUVENTUS 31,8 16% 90,6 46% 73 37% 196,39

BORUSSIA DORTMUND 31,4 17% 60,4 32% 97,3 51% 190,1

INTERNAZIONALE 23,2 12% 112,4 60% 50,3 27% 186,89

TOTTENHAM HOTSPUR 50,8 28% 76,1 43% 51,3 29% 179,2

SCHALKE 04 43,1 25% 38 22% 93,4 53% 175,5

NAPOLI 24,6 17% 85,8 58% 38 25% 149,4

OLYMPIQUE DE MARSEILLE18,1 13% 70,6 52% 47 34% 136,69

OLYMPIQUE LYONNAIS 17,7 13% 71,6 54% 42,6 32% 132,89

HAMBURGER SV 40 33% 23 19% 58,1 48% 122,1

AS ROMA 14,7 13% 64,4 56% 36,8 32% 116,91

NEWCASTLE UNITED 29,5 26% 68,7 59% 17,1 15% 116,3  
 
Broadcasting earnings have different relevance between clubs, as they are the result of both athletic 
commitment and distribution model adopted by the leagues and the national market features. In fact, 
the income composition has different connotations depending on the referential context: Germany, 
England and Spain have balanced situation thanks to the higher incomes deriving from the ticket sell, 
while Italy and France depend on the incomes deriving from the radio-television transfer. 
 
Particularly, Italian clubs are different from the other European clubs because of the income source 
composition as they have a higher value in the incomes deriving from the transmission rights, 
confirming that television is essentially the major financial source of Italian football (Andreff, 2006). 
Table no. 2 is symbolic for the dependence of the main serie A teams from the radio-TV rights 
incomes.  
 
Table no. 2: Income source for the main Italian clubs - season 2011/12  
Source: Deloitte, 2013 

Matchday % Tv rights % Sponsor/Merchandising % Total

Milan 33,8 13,16% 126,3 49,16% 96,8 37,68% 256,9

Juventus 31,8 16,27% 90,6 46,37% 73 37,36% 195,4

Inter 23,2 12,48% 112,4 60,46% 50,3 27,06% 185,9

Napoli 24,6 16,58% 85,8 57,82% 38 25,61% 148,4

Roma 14,7 12,68% 64,4 55,57% 36,8 31,75% 115,9  
 
Having said that, confirming the incisiveness of the role covered by the use of the TV rights in the 
field, the research wants to individuate the criticalities, trying to offer proposals and ideas in order to 
promote a more clear reading and, therefore, appropriate analysis tools. 
 
In the research the major problems deriving from the TV rights management of the sport events will 
be investigated, with special regard to the negotiation model choice of TV rights. Particularly, after an 
accurate analysis of the strong and weak points of the collective bargaining used in the majority of 
European countries, the research will try to get to exhaustive conclusions about the negotiation model 
in exam compared to the individual sell, since always considered its valid alternative mechanism. 
 
The research has been enriched with the quantitative analysis of the Italian context, with special 
regard to the transition from the individual management to the collective management occurred 
through the Legislative decree no. 9/2008. 
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2. NEGOTIATION OF ATHLETIC TV RIGHTS BETWEEN INDIVIDUAL AND CENTRED 
BARGAINING: THEORETICAL PROFILES AND CONSEQUENCES ON THE COMPETITIVE 
BALANCE 

 
TV rights can be negotiated on a collective or individual basis: the first case concerns the single team 
which negotiates its own rights; in the second case the bargaining is committed to the League, which 
deals with the management and organization of the agonistic activity. During the last years the 
majority of European countries has been oriented towards the collective bargaining, but the weak 
points of that bargaining can’t be omitted. 
 
Part of the doctrine confirms the thesis that the collective negotiation leads to the market polarization 
of the offers and consequences about: 
1. final customer satisfaction; 
2. media concentration; 
3. small team protection. 
 
Regarding the viewer gratification level, the deleterious effects on the final customers deriving from 
the leagues’ monopoly have been underlined, particularly: 
 
− higher subscription costs; 
− less possibilities of choice in the transmitted football matches. 
 
Specifically, with respect to the first aspect, Harbor and Szymanski (2003, p. 25), two supporters of 
the individual bargaining, in order to remedy to the criticality in question propose a better satisfaction 
of the demands, through a wide rights division, through individual selling agreements: they can be 
followed by a decrease of the costs borne upon the consumers. 
 
Regarding the League monopolistic position, Parlasca (2006, p. 722) attributes to the collective selling 
a big limitation of the matches transmitted live on TV and also of the ones available on TV with fee. 
 
Another critical aspect is the reduction of the TV markets’ competition caused by the impossibility of 
the small transmitters to access the markets as they can’t compete with the bigger broadcasting 
station. In this regard, part of the doctrine identifies in the TV rights individual selling the most 
appropriate tool to promote the presence of many transmitters and the entrance of new transmitters 
(Pezzoli, 2000; Monti, 2000; Schaub, 1998; Van Miert, 1997). 
 
Another negative aspect of the collective selling can be seen in the negative effects it has on the 
small teams. Parlasca (2006) thinks the collective negotiation prefers the big teams position, 
preventing the small teams from competing in terms of opportunity to acquire new fans, while she 
thinks the individual negotiation is the tool that would lead to an extension of the small and medium 
teams TV coverage. The author sees the individual negotiation as a tool for the extension of the TV 
coverage of the small and medium teams, compensating to the limited dimension of the stadium and 
the restricted user base. However that negotiation system would generate more income in virtue of 
the more profitable ticket office sell and the sponsor activity. 
 
Regarding the competitive balance in the collective negotiation, Szymanski and Késenne (2004) 
identify in the collective selling the cause of the competitive imbalances: particularly, to the small and 
medium clubs financial entrances would be guaranteed: this would reinforce the mutualistic system of 
the collective bargaining model also in case of loss and it would lead to a reduction in talent 
investment.  
 
Particularly, Szymanski (2003; p. 1165) considers the stability of competitive balance a variable 
strictly dependent on a closed talent offer. However, that condition is not recognizable in the Italian 
and European football context since there is the possibility to globally recruit football players and an 
open talent offer. 
 
The achievement of competitive balance, to which collective negotiation appears oriented, identifies a 
necessary condition in the maximization of the “sportive performance” of all the championship 
participating clubs. If, on the contrary, the profit sharing involves society mainly oriented to the profit 
maximization, there would be an unavoidable damage of the contractual system in question. 
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About the negative effects of the collective selling compared to the competitive balance, Cave and 
Crandall (2001) verify that from the individual transfer contracts stipulated by the National Collegiate 
Athletic Association (NCAA) have derived: an increase of transmitted matches compared to the 
previous centralized bargaining agreements, a decline of the rights value for each football match and 
an improvement of the competitive balance in the university football.  
 
Weatherill (2006, p. 20) recognizes the importance of the solidarity mechanisms but he doesn’t think 
they can be considered part of the collective bargaining. 
 
Finally, Massey (2007, p. 103) – analysing the competitive balance in the Football Association 
Premier League (FAPL) – thinks the collective selling can’t be an adequate tool to guarantee the 
competitive balance. 
 
In order to highlight the strong points of the collective bargaining, some say that the joint selling has 
foundation in competitive balance defence. 
 
Fees and Stähler (2009) think the competitive balance is positively correlated to the talent demand, 
which is in turn a wealth function possessed by a team. 
 
Another strong point would be the possibilities of ceding the championship as one product only, in 
place of the single match which value become void if out of the competition context (Green, 1999). 
That aspect, in virtue of the more immediate identification of the viewers with the athletes, would 
result an attractive element for the television broadcasters and sponsors. 
 
Finally, another positive aspect is the reduction in transaction costs typical of a centralized bargaining 
negotiation, to which only an organism participates.  
 
3. TV RIGHTS MANAGEMENT IN THE ITALIAN FOOTBALL SYSTEM 
 
The history of TV rights negotiations in Italy has undergone different changes. 
In the 1990s, collective bargaining has been criticised by many serie A clubs that claimed the TV 
rights ownership. 
 
Until the 1996/1997 season the income distribution was equal for the 38 League teams  (18 serie A 
teams and 20 serie B teams) without considering the obvious differences of audience between serie A 
and serie B teams and  the surplus related to the number of supporters and positive results. That 
model wasn’t fair as it didn’t take into account the contribution to the championship of the most 
prestigious teams. 
 
Due to the disparities in the redistribution of income and thanks to the pay tv/pay per view, the 
distribution criterion of the sources obtained by TV rights was modified and since 1997/1998 season 
the incomes obtained by TV rights sell were addressed for the 58% to the serie A teams and for the 
42% to the serie B teams; the income obtained by coded transmission, instead, were attributed to the 
serie A teams for the 75% and for the 25% to the serie B teams with a distribution system bound with 
the ranking position and the team’s difference of audience (Giannaccari, 2006). 
 
Since 1999, after the transition from the centralized negotiation to the individual negotiation, the 
distribution system has changed: the rights related to the championship matches are sold by the 
home team and the away team gets the 18% of the incomes. All the other rights, deriving from the 
matches outside the championship, kept on being centrally negotiated by the League and the 
incomes were shared with a mutual system (Pezzolli, 2000). 
 
In the following years the Law no. 106 of July 19

th
 2007 and the Legislative Decree no. 9 of January 

9
th
 2008 have revolutionized the system: in the beginning it used to attribute to each team the 

exclusive rights on the exploitation of audio-visual agonistic events and the consequent power of 
negotiation of these rights with the communication firms (Sarti, 2008). 
 
Article 21 of the decree identifies the modalities of financial and economic source distribution deriving 
from the rights commercialization in a centralized form and in the first and second paragraphs it 
distinguishes two different types of audio-visual rights: 
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 primary and secondary audio-visual rights commercialized in a centralized form; 

 secondary audio-visual rights used by independent commercial initiatives of events’ 
organizers. 

 
The sources deriving from the commercialization of the first category’s TV rights are shared between 
all the participants to the competition, while the sources deriving from independent commercial 
initiatives appertain to the events’ organizers (Morelli, 2012). 
 
Furthermore the quotas destined to the general mutuality of the system and the lesser categories’ 
value will be paid before (first paragraph of the law). 
 
The article 22 of the above-mentioned decree regulates the general mutuality and says that the 
League can’t use less than the 4% of the license incomes for the following employment in the 
development of young sectors of professional sport clubs, for the valorisation of amateurs categories, 
for the safety in the stadium and the financing of at least two social projects per year in support of 
other sports different from football. Furthermore, the League gives an annual quota of 6% of the 
sources in financial support of the three lower professional championships: serie B, C1 and C2 (De 
Martini, 2011).  
 
Since the 2010/11 season the fees generated from serie A championship, excluding the general 
mutuality of 4% and the quota relating to the lesser categories, is structured as follows: 
 

 a quota of 40% fairly shared between all the participants of the serie A championship; 

 a quota of 30% on the basis of the results achieved;  

 a quota of 30% related to the audience of each team.  
 
The quota of 30% on the basis of the results achieved is divided as follows: 
 

 10% is distributed on the basis of the “historical results” obtained by each team since 
1946/47; 

 15% is divided on the basis of the results obtained in the last five seasons; 

 5% is divided on the basis of the results obtained in the last championship; 
 
The quota of 30% related to the audience of each team the is divided as follows: 

 25% is divided on the basis of the number of supporters of each team and is 
calculated by 3 different and independent surveys from 3 different agencies named by the 
League; 

 5% on the basis of the population of the city. 
 

4. METHODOLOGY 
 
In consideration of the changes of the radio-TV rights share in Italy it was opportune to do a research 
in order to evaluate the effects of the above-mentioned modifications on the competitive balance of 
the serie A Italian championship. 
 
The research process has been realised on the base of the following steps: 

1 evaluation of the hypothetical positive correlation between TV rights earnings and the 
points in the end of the championship; 
2 evaluation of the effects of the regulatory changes through the study of the correlation 
coefficient trend; 
3 evaluation of the effects of the regulatory changes through the analysis of two 
competitive balance indexes. 

 
In the first phase there has been the evaluation of the positive correlation between the points obtained 
by Italian football teams and the incomes derived from the TV rights transfer. Basically we wanted to 
verify if with the TV rights income rise there was an increase of the performance too (in terms of 
points). 
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For this purpose, the analysis has been focused on twelve serie A football teams, analysing the clubs 
which have always participated to the championship on the seasons considered for the empirical 
research, excluding the teams which have retrograded or passed in the period of time analysed. 
 
The examined seasons are 5: 2007/2008, 2008/2009, 2009/2010, 2010/2011, 2011/2012. The choice 
of the period has been taken because of the introduction of the Legislative Decree no. 9/2008: we 
have analysed the three seasons preceding its definitive implementation and the two seasons after it. 
The population selected has 12 elements; table no. 3 show the analysed population considered for 
the analysis. 
 
Table no. 3: Analysed population 

Analysed population

Cagliari

Catania

Fiorentina 

Genoa 

Inter

Juventus

Lazio

Milan

Napoli

Palermo

Roma 

Udinese

Total=12  
 
The population is considered significant because the teams in the seasons taken into account were in 
the highest championship categories. 
 
The first research hypothesis is:  
 
HP. The turnover achieved through TV rights transfer has a positive effect on the points obtained in 
the serie A championship: as the incomes deriving from the TV rights transfer rise in the 
championship there is an increase of the team points. 
 

To test the hypothesis we have used the bivariate linear regression model. 
 
The financial data related to the earnings of the TV rights transfer have been deduced by the official 
balance sheet of each club, considering the proceed items derived from the TV rights transfer. 
 
In the regression model the points of each club have been taken as dependent variable and the 
income of the TV rights transfer as independent variable. 
 
In the second phase of the research there is the analysis of the correlation coefficient trend between 
TV rights earnings and teams’ points before and after the implementation of the Legislative Decree 
no. 9/2008, comparing the values of the five seasons in question. 
 
In the third part of the research there is emphasis on the measurement of the competitive balance of 
the serie A Italian championship after the introduction of the Legislative Decree no. 9/2008, analysing 
the 20 teams/participants. The study has been conducted on the same seasons: 2007/2008, 
2008/2009, 2009/2010, 2010/2011, 2011/2012. 
 
In the analysis the following hypothesis has been verified: 
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HP. Competitive balance in the analysed seasons has remained unchanged after the introduction of 
the collective selling of the TV rights, particularly with the introduction of the Legislative Decree no. 
9/2008. 
 
To verify the hypothesis two different tools have been used: the first is static, the standard deviation in 
percentage of victory; the second is dynamic, the rank correlation. 
 
For the standard deviation we have esteemed the competitive balance on the basis of a first index: 
win ratio dispersion or the winning percentage calculated on the clubs of a championship. The model 
to calculate the competitive balance is based on the winning percentage. As in the serie A Italian 
championship there are three points for each victory and one point for the draws, the winning 
percentage can be calculated as sum of the home wins and away wins plus 1/3 of the home draws 
and away draws. 
 
The formula is: 

w =
(Wh +Wa )+

1

3
(Dh +Da )

G  
Wh = home wins 
Wa = away wins 
Dh = home draws 
Da = away draws 
G= matches played by each team 
 
The most frequently used measure to find the competitive balance is based on the winning 
percentage and it corresponds to the standard deviation in terms of victories. The average winning 
percentage is 0.33 or 33%, so the sum of the winning percentage more than the other championship 

teams is 0,33 N or N/3. 

Being the average winning percentage 0,33, the standard deviation in winning percentage is given 
by the following formula: 

STD =
1

N
(wi - 0,33)2

i=1

N

å
 

N= number of teams playing in the championship 
Wi= is the winning percentage of the team i. 
 
In order to calculate the competitive balance, the model applied has considered for each season of 
the serie A Italian championship the final position rank, the number of matches, the number of home 
and away wins/draws/losses, the number of scored and conceded goals and the goal differences. 
 
Finally in order to verify further the competitive balance, the analysis of rank correlation has been 
applied: it compares two adjacent seasons. To face the problem of the promotion and relegation of 
three teams per season, in the analysis the three relegated teams’ rank position in a season has been 
transferred to the promoted teams.  
 
For the rank correlation the Kendall’s tau equation has been applied (Kendall & Gibbons, 1990), 

which consists of two alternative equations that leads to the same result: 

t =1-
4Q

N(N -1)  or 

t =
4P

N(N -1)
-1

. 
 
5. RESULTS 
 
We have analysed the correlation coefficient between the Serie A teams’ points and the turnover 
obtained by the TV rights transfer, for each of the five exercises.  
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The correlation coefficients’ value are particularly interesting because they show similar results. Table 
no. 4 shows the correlation coefficient of the five seasons. 
 
Table no. 4: Correlation coefficients 

2007/2008 2008/2009 2009/2010 2010/2011 2011/2012

R 0,81 0,74 0,65 0,78 0,75

Threshold value 0,00134719 0,00556833 0,02222269 0,00258689 0,0043348

T Student 4,394 3,517 2,702 3,983 3,668

Observations 12 12 12 12 12  
 
Positive correlation is substantial in the whole period. Moreover, in order to test the relevance of the 
correlation coefficient another verify with the student's t-distribution test, through the derivation of a 
threshold value to test the goodness of the correlation. That threshold is lower than the value obtained 
by the student's t-distribution test, so the goodness of the correlation found with r is shown. Table no. 
5 shows in details the threshold compared with the t-Student’s value. 
 
Table no. 5: Comparison threshold/t-Student 

Threshold value t-Student

2007/2008 0,001347185 4,394

2008/2009 0,005568328 3,517

2009/2010 0,022222694 2,702

2010/2011 0,002586886 3,983

2011/2012 0,004334799 3,668  
 
To conclude, sport TV rights are seen as primary financial source for the professional Italian football 
clubs. Given their incidence and given the introduction of the Legislative Decree no. 9 of the 9

th
 

January, the research tried to show that with the increase of the incomes deriving from the TV rights 
there is an increase of the team points.  
 
From the analysis there is a positive correlation between the variables considered for the five years in 
question, therefore the hypothesis has been shown. In the light of the empirical evidence, it is 
possible to say that increasing the proceeds derived from the TV rights transfer, the clubs obtain more 
points in the championship. 
 
In the second phase of the research there is a trend analysis of the correlation coefficient between TV 
rights incomes and points obtained by the teams before and after the Legislative Decree no. 9/2008. 
 
Particularly we can observe that the coefficient R tends towards 1 in the 2007/2008 football season 
(0.81). In the following seasons we can also see a positive correlation, but with lowest values: in the 
2009/2010 season the coefficient R has the lowest value (0.65) in the five years. That result can be 
read in the same way as contingent variables. The following seasons (2010/2011 and 2011/2012) 
have a similar correlation coefficient between them but the difference with the previous season is 
remarkable. 
 
What the research shows doesn’t tie up with the common opinion the transition from the individual 
bargaining to the collective bargaining would lead to a competitive balance improvement: if that were 
true the sport results should have been to a lesser extent connected to the TV rights incomes.  
 
Basically a better source distribution should contribute to bring out the relevance of different elements, 
such as the society ability in the budget management or the coach’s ability to organize the players 
successfully. 
 
The research has limits that could be, at least partially, filled with more in-depth analyses that could 
concern: 
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- reporting population: it could be expanded for example to other European championships, taking into 
account the different TV rights resource sharing model; 
- time extension: the research can be done on a more extended period of time; 
- model’s choice: for example the application of multivariate or mixed regression model. 
 
The third part of the research analyse the competitive balance of the 5 seasons of the serie A Italian 
championship. 
 
The result of the first methodology, the standard deviation, shows in the table f. for each season the 
standard deviation values (STD): there is a competitive balance wheb STD is zero, so when wi value 

is 0,33. 
 
In our research STD is bigger than zero, so there isn’t a perfect competitive balance. 
 
From the table no. 6 we can see that the STD value in the different seasons is fluctuating: to make a 
comparison we have calculated the STD average value of the two seasons preceding the 
implementation of the Legislative Decree no. 9/2008 and the STD average value of the three following 
seasons. 
 
Table no. 6: STD per season and STD average values 

Season STD Average STD value

2007/2008 0,58451602

2008/2009 0,63747552

2009/2010 0,61982235

2010/2011 0,64139845

2011/2012 0,62178381

0,613937962

0,63159113  
 
Comparing the average values, we can say that the implementation of the Legislative Decree 9/2008 
didn’t influence in a relevant way the competitive balance of the serie A Italian championship. 
 
After that conclusion we have verified the same hypothesis on the basis of the rank correlation, which 
is the opposite of the standard deviation analysis as dynamic measure of the competitive balance. 
 
By using the Kendall’s tau formulation we got to the following result for the season 2007/2008 and 

2008/2009: 

t =1-
4Q

N(N -1)
=1-

4*30

20*19
= 0,684211

 where Q is the number of contrasting pairs. 
 
It’s opportune to verify if that value is statistically significant comparing the tau’s value with the two 
alternative hypotheses: 
 

H0 : τ=0 (the rankings are independent, representative parameter of a perfectly balanced 
competition in a dynamic sense) 

H1  τ>0 (the rankings are positively correlated; the competition is not perfectly balanced). 
 
The aim is to verify if we can refuse the void hypothesis τ = 0, which indicates the independence of 
the rankings in the adjacent seasons, in favour of the alternative hypothesis. t standard deviation is 

given by: 

St =
2(2N + 5)

3 N(N -1)
. In our case for N=20, 

St  is 0.16, where N is the number of teams of the 
championship. 
 
As general rule, the probability that a value is two times (or more) the standard deviation is 0.05 or 
5%. The valued observed for the seasons 2007/2008 - 2008/2009, equal to 0.684211, is about four 
times the t standard deviation, so it’s statistically significant. 
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The comparison of all the seasons has conducted to the results shown in table no. 7:  the tau values 
are fluctuating, which indicate the extreme variability of the competitive balance in the seasons in 
question. 
 
Table no. 7: Tau values per season 

Season N Tau

2007/2008 -2008/2009 20 0,68

2008/2009 -2009/2010 20 0,39

2009/2010 -2010/2011 20 0,46

2010/2011 -2011/2012 20 0,54  
 
Being the tau values greater than 0, we can conclude that no season is characterized by a perfect 
competitive balance and, above all, we haven’t seen evident changes in the competitive balance after 
the implementation of the Legislative Decree 9/2008 which has modified the TV right sharing model  
in the serie A Italian championship. 
 
6. CONCLUSIONS 
 
For the above mentioned considerations it is possible to say that the doctrine tends to a centred and 
exclusive TV rights control: the collective bargaining is seen as an adequate tool for the TV rights 
transfer because of the equal resource distribution between clubs, which would also guarantee a 
highest balance level. 
 
The study has analysed the effect of the implementation of the Legislative Decree no. 9/2008, which 
modifies the resource sharing criteria. The correlation analysis between the championship points and 
the income obtained from the TV rights transfer has shown the positive correlation between the above 
mentioned variables: as incomes deriving from TV rights transfer rise, there is an increase in terms of 
points, therefore an increase in the performance. That result highlights a symptomatic imbalance of 
the TV rights source sharing model and, above all, the lack of changes owing to the implementation of 
the Legislative Decree no. 9/2008. 
 
Later, through the standard deviation and the rank correlation we have measured the competitive 
balance. Those methodologies have conducted to the same result: no season is characterized by a 
perfect competitive balance and the implementation of the Legislative Decree no. 9/2008 didn’t 
influence in a relevant way the serie A Italian championship, which is still unbalanced. 
 
The quantitative studies of this research have highlighted that the competitive imbalance is not 
connected to the TV rights transfer modality, but to the income sharing criteria. Therefore, the biggest 
gap between football clubs indicates a biggest competitive asymmetry, in virtue of the talents 
employed by the richest clubs. 
 
The Italian sharing model should have balanced the sources obtained by the TV rights transfer; 
however, from the result of the analysis, we haven’t got that balance. As the Italian sharing model is 
mostly bound with the historical results and the clubs’ user base, it favours the biggest and historical 
football clubs. A most profitable application of the model in question would require that it could 
guarantee the economic balance between clubs, influencing the sharing percentage bound with the 
historical results and the user base. 
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ABSTRACT 
 
The objective of this research is to investigate the relationships between human resource outsourcing 
(recruitment process, training and development activities, payroll management, and human resource 
information system) and business performance via cost efficiency success, organizational flexibility 
and corporate competency fulfillment. It also explores the antecedent effects of human resource 
outsourcing such as strategic orientation, organizational characteristics, effective collaboration 
perception and environment dynamism. The model is verified by using data collected from mail survey 
questionnaires of 128 multinational firms and using a questionnaire as the instrument. The results of 
OLS regression analysis indicate that HRM outsourcing has a significant impact on business 
performance both direct and indirect through cost efficiency success, organizational flexibility and 
corporate competency fulfillment. However, unexpectedly, the findings reveal that environmental 
dynamism does not impact with any relationships. Theoretical and managerial contributions, 
conclusion and directions of the future research are included.   

 
Keywords: HRM Outsourcing, Cost Efficiency Success, Organizational Flexibility and Corporate 
Competency Fulfillment 
 
 
1. INTRODUCTION 
 
Due to today’s greatly marketing war, keeping up with economic changes, requiring strategic decisions frequently 

and rapidly, firms need to continuously themselves to confirm the existence and achievement of 
business performance. To complete in businesses, businesses need to find active ways to deal with 
this moving circumstances. In the modern setting, outsourcing strategy play more important role in 
business and it has also been embraced speedily in strategic area in recent years to compete in 
today’s global business situation (Kroes and Ghosh, 2010). Many organizations realize the 
importance of outsourcing increases to many of their business operations. Quartey (2013) reasoned 
that many multinational firms are well noted for human resource outsourcing practices more and more 
in recent years. Outsourcing turns out to be highly complex and organizations use outsourcing for a 
variety of reasons. Accordingly, firms perform outsourcing for benefits such as reducing operating 
costs, cultivating non-competitive cost structures, increasing a firm’s competitiveness, greater 
capacity of flexibility, spreading and sharing risks of business in general, rapid growth, and increasing 
the performance of firms (Wu and Park, 2009; Varadarajan, 2009; Kroes and Ghosh, 2010; Elmuti, 
Gruneward, Abebe, 2010; Cicek and Ozer, 2011). Human resource management outsourcing is the 
process of subcontracting human resource practices to third party supplier with the aim of successful 
competitive advantage. In addition, HR outsourcing can allow organizations to perform more proactive 
and strategic role focusing on their main competencies in order to increase efficiency without investing 
in people and technology (King, 2007; Lau and Zhang, 2006). According to analysts, firms usually 
quote cost reduction as the most significant reason for HR outsourcing. Various HRM practices have 
been outsourced in large firms in area such as payroll, benefits, recruitment, and selection (Barczyk et 
al., 2007). Research studies confirm that outsourcing is certainly increasing with more and more on 
outsourcing HR activities (Chiang et al., 2010). However, there is no clarity on antecedents and 
consequences of HR outsourcing activities (Butler et al., 2012).  
 
It can be said that HRM outsourcing is a crucial tool as strategic management of firm. Despite the 
growing popularity of the HRM outsourcing practice, academic research on this topic in Thailand 
context is limited. However, there have been several questions about the values of the outcomes, 
such as: Do HRM outsourcing really contribute to achieving business performance or not? How does 
HRM outsourcing affect business performance?, and What are the factors and the impact of the 
relationships?. Consequently, it can be seen that action in HRM outsourcing of multinational firms has 
main lines for explanation. 
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The main aim of this research is to verify the relationships between HRM outsourcing (recruitment 
process, training and development activities, payroll management, and human resource information 
system) and business performance via cost efficiency success, organizational flexibility and corporate 
competency fulfillment. Also, this research tests the factors such as strategic orientation, 
organizational characteristics, effective collaboration perception and environment dynamism as 
antecedents in the relationships of the model. This research is organized as follows. The first part 
presents the literature review. The second part details research methods, including data collection, 
measurement, and statistics. Next, the results are discussed and shown. Consequently, contribution, 
limitations, future directions, and conclusion are described. 
 
2. RELEVANT LITERATURE REVIEW AND RESEARCH HYPOTHESES 
 
Within Resourced-based view of firm (RBV) framework, the theory explains how resources and 
capability which is values, rare, non-substitute and non-imitate is often treated as building the 
capability to achieve competitive advantage (Barney, 1991). When the strategies are successful with 
rare, valuable and difficult-to-imitate resources, firm is likely to gain an advantage over its competitors 
and thus receive higher revenues. In this research, RBV is applied to clarify HRM outsourcing as a 
strategic success factor to increase the competitive advantage of a firm. Likewise, several studies 
claim that HRM outsourcing contributes to the organizational advantage and performance. In addition, 
this research expects that strategic orientation, organizational characteristics, effective collaboration 
perception and environment dynamism are factors that affect HRM outsourcing (Abdul-Halim, Ahmad 
and Ramayah, 2012). Thus, a conceptual model of this research is shown in Figure 1. 
 

FIGURE 1 
CONCEPTUAL MODEL OF THE ANTECEDENTS AND CONSEQUENCES OF  

HRM OUTSOURCING 
                 

 
 
2.1 HRM Outsourcing 
The definitions and dimensions of HRM outsourcing have been used by several scholars. Society for 
Human Resource Management (2009) states HRM outsourcing as "a contractual agreement between 
an employer and an external third party provider whereby the employer transfers responsibility and 
management for certain HR, benefit or training-related functions or services to the external provider". 
AL-Khachroum and Kennawi (2010) is defined HR outsourcing as an allocation of human resource 
activities and services, along with the allocation of related staff and assets associated with an outside 
party under a contractual agreement management. Cicek and Ozer (2011) argue that HR outsourcing 
is “the contracting out of parts or the whole of the functions of HR to external providers, rather than 
performing all the HR functions in-house”. It can explain that HR outsourcing considers as an 
opportunity for the HR function by some and as a threat by others. This research is defined HR 
outsourcing as the process of subcontracting human resource practices to third party supplier with the 
aim of improving competitive advantage. 
 
This research classifies HRM outsourcing into four activities namely: recruitment process, training and 
development activities, payroll management, and human resource information system. For the 
relationship between HRM outsourcing and business performance, several studies reveal that HRM 
outsourcing has a positive impact on business performance via cost efficiency success, organizational 
flexibility and corporate competency fulfillment. In order to clearly investigate the relationship between 
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HRM outsourcing and business performance, this research describes HRM outsourcing as follows: 
 
Recruitment process outsourcing refers to a procedure of business practice to transfer recruitment 
and selection activities to an external provider. The recruitment outsourcing activities are advertising, 
job fair hosting, applicant tracking and some of selection process such as extensive skill testing and 
background and drug screening. It became clear that recruitment outsourcing was a significant to 
cost saving (Cicek and Ozer, 2011). A successful recruitment strategy can lead to the hiring of the 
best candidate. Consequently, it can contribute not only in keeping cost down, but also in enabling the 
processes of succession planning, employee retention, employee motivation, and turnover reduction. 
A great advantage of HR recruitment process outsourcing is that it can be deployed quickly which is a 
new way of acquiring talent. Consequently, previous studies state that recruitment process 
outsourcing can be significantly reduced costs (Seth and Sethi, 2011). In most research it is assumed 
that recruitment process outsourcing will support modernize business’s recruitment job and make it 
integrated and effective. Firm can have a high number of open positions during a convinced time of 
the year each demanding varied skill-sets and experience. It is very crucial aspect of recruitment 
process which directly affects to business quality and performance (Braun and Pull, 2011). In addition, 
Elsaid (2013) suggested that recruitment process outsourcing can create competitive advantage for 
organization operating in Egypt. Thus, these ideas lead to posit the following hypotheses: 
 
Hypothesis 1: In HRM outsourcing, recruitment process is positively related to (a), cost 

efficiency success, (b) organizational flexibility, (c) corporate competency fulfilment, and (d) 

business performance. 

 
Training and development activities refer to the process obtains or transfers knowledge, skills and 
competency needed to carry out a specific useful competencies to improve one's capability, 
productivity and performance by using external provider. At the present time, business trainings 
emphasis covers beyond employee learning to customer education. This increasing in trainings space 
has resulted in a powerfully improvement in demand for outsourced training services. The growth in 
training outsourcing can dedicate to gratified progress and well-organized distribution methods in an 
increasingly global marketplace. When analyzing its decision to completely outsource its training 
function, the company can harvest the potential for cost savings by efficient budget control with 
several types of learning and successful employee skills (Chaudhuri and Bartlet, 2014). By 
outsourced training, firms can concentrate resources on improving their products by cutting-edge 
technology. Another benefit is that the training by outsourcing is a variety ways to provide innovative 
knowledge and deliver high-quality technology.  Likewise, Gilley et al., (2002) suggested that by 
outsourcing training by outside specialist groups, firm may achieve greater levels of member 
performance and productivities, thus leading to higher business performance. Thus, these ideas lead 
to posit the following hypotheses: 
 
Hypothesis 2: In HRM outsourcing, training and development activities are positively related to 
(a), cost efficiency success, (b) organizational flexibility, (c) core competency fulfilment and (d) 
business performance. 
 
Payroll management is defined as an administration that contains contracting with a business 
service to handle all or part jobs related to company compensation activities for employee services 
during a certain period of time. This includes salary payments, wages, bonuses, tax withholdings, and 
deductions from incomes. Businesses may decide to outsource their payroll functions to an 
outsourcing service like a part or a fully managed payroll service. Abdul-Halim and Che-Ha (2011) 
suggest that payroll administration and benefits are the popular candidates for outsourcing. 
Furthermore, Gilley et al., (2002) described that HR departments can get better service and lower 
costs from vendors than from in-house sources, because payroll service  providers have the benefits 
of scale, know-how, and advance technology as well as more exhaustive process knowledge  that 
may qualify them to deliver better service as well as lower costs. A good payroll-services provider is 
outlying less likely to make a serious mistake than in-house control. Moreover, if a big error is ended, 
firm can pursue financial compensation from the provider that company can't organize with own 
employees. In addition, most payroll services firms have technologies that can improve security. 
Accordingly, Gilley et al., (2002) confirm that payroll outsourcing activities is positively related to firm 
performance. Likewise, the study of Norman (2009) showed that payroll outsourcing had association 
with firm performance. Thus, these ideas lead to posit the following hypotheses: 
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Hypothesis 3: In HRM outsourcing, payroll management is positively related to (a), cost 
efficiency success, (b) organizational flexibility, (c) core competency fulfilment and (d) 
business performance. 
 
Human resource information system (HRIS) is defined as a systematic procedure that deals with a 
complete system for HR activities that can either be completed by external sources. Staffs can utilize 
the basic sorts of the software, such as filling out forms online, making changes based on life events, 
and getting information on their benefits at any time. Accordingly, HRIS is a chance for organizations 
to make the HR department managerially and tactically in operating the organization. HRIS can be 
implemented at three different levels, i.e. the issuing of information, the computerization of 
transaction, and finally altering the entire working of the HR department, so it plays a more strategic 
role and enhances more value to the organization (Lengnick-Hall and Moritz 2003). By using HRIS, 
HR practices are examined in relation to the company’s success in achieving competitiveness 
(Chowdhury et al., 2013). In addition, Sadiq et al., (2012) concluded that HR information systems had 
positive effect on the human resources performance. Thus, these ideas lead to posit the following 
hypotheses: 
 
Hypothesis 4: In HRM outsourcing human resource Information System is positively related to 
(a), cost efficiency success, (b) organizational flexibility, (c) core competency fulfilment and (d) 
business performance. 
 
2.2 Cost Efficiency Success  
Cost efficiency success refers to the ability of firm to complete procedure by being effective time, 
effort, expense and workforce. Outsourcing supports cost reduction of maintaining nonrevenue-
generating back-office expenses. A function of HR department requires additional office space and 
highly trained and experienced of HR staff. Many small businesses find it more cost-effective to 
outsource HR functions rather than expand to a larger position to meet the space needs of another 
department. In addition, the study of Adli and Saleki, (2014) showed that cost efficiency have a 
positive impact on firm performance. Thus, these ideas lead to posit the following hypotheses: 
 
Hypothesis 5: Cost efficiency is positively related to business performance. 
 
2.3 Organizational Flexibility 
Organizational flexibility refers to a variety of organizational capabilities and speed to response to 
environmental change and uncertainty. Organizational flexibility is considered as change the 
organizational structure to best meet customer needs (Hult, Ketchen, and Nichols, 2002).  A number 
of researches and the experience of many firms show exactly that managers gain advantage from 
providing flexibility when work gets done from lower costs and in turn, improve firm performance, 
profitability and shareholder value. The finding of McDowell (2013) presented that organizational 
flexibility have positive relationships with performance for small and medium-sized businesses. 
Likewise, Bahman and Mohsen (2010) found that organizational flexibility has a positive effect on firm 
performance. Thus, these ideas lead to posit the following hypotheses: 
 
Hypothesis 6: Organizational flexibility is positively related to business performance. 
 
2.4 Corporate Competency Fulfillment 
Corporate competency fulfillment refers to the ability of firm to operate with perfectibility for achieve 
the customer’s needs better than its competitors (Peng, Schroeder and Shah, 2008). In other words, 
the firm is satisfied with its capacities and competence. Karthikeyan et al., (2011) suggested that HR 
outsourcing as strategic source helped organizations improve differentiate core process with higher 
capability of firms. Based on the collaboration concept, outsourcing is one of different types of 
strategic alliance, and a firm designs outsourcing strategy to choose works with its partners as highly 
coordinated relationships (Pitts and Lei, 2006). In this view, HR outsourcing associates to more than 
improved operational effectiveness, it comprises a greater number of the firm’s activities and 
functions, particularly those that significantly give to its added value (Cicek and Ozer, 2011). 
Therefore, when firm and partners work together, they rely upon each other for a key value-adding 
activity and bundle of skills. That firm’s competence is fulfilled. This brings firm to have HR 
outsourcing effectiveness. Thus, the higher the corporate competency fulfillment is, the more likely 
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that firms will increase greater business performance. Therefore, the hypothesis is proposed as 
follows: 

 
Hypothesis 7: Corporate competency fulfilment is positively related to business performance. 
 
2.5 The Influence of Antecedents 
Strategic orientation refers the ability of firms to analyze situations and determines directions in 
doing business (Gatignon and Xuereb, 1997). It is a unique approach which the firms attempt to find 
different ways in order to competing market and achieve competitive advantage. In the area of 
outsourcing, managers should develop strategies to enhance the value of employees and focus their 
efforts on the organization’s shared vision. Strategic oriented managers may be motivated to 
outsource staffing activities for two reasons. First, to complete human capital activities such as 
recruitment and selection, focusing on strategic sharing may lead these managers to acquire 
specialized expertise from well vendors. Second, strategic oriented managers will be attracted to the 
potential cost savings associated with greater economies of scale for these administrative activities. 
The study of Al-Khachroum and Kennawi (2011) argued that organizations with outsource activities 
reported that they reduced administrative tasks by more than half and increased their strategic focus. 
In addition, the study of Ordanini and Silvestri (2008) assert that strategic involvement of senior HR 
managers is positively related to the outsourcing of some specific recruitment activities. Likewise, 
Abdul-Halim et al., (2012) argue that strategic orientation is primary factor of HR outsourcing decision. 
Hence, this research proposes hypotheses as below:  
 
Hypothesis 8: Strategic orientation is positively related to (a) recruitment process, (b) training 
and development activities, (c) payroll management and (d) HR information system  
 
Organizational characteristics refers to the design of structure, systems, process and policy, and 
regulation which influence the behavior of people in organizations and the nature of their relationships 
with other people while doing their job. Previous research has found that smaller organizations are 
more likely to have a more informal approach to HR outsourcing (Sheehan and Cooper, 2011) 
whereas of Abdul-Halim and Che-Ha (2011) proposed that large firms outsource HR functions more 
than smaller firms. Given these distinctions among HR activities, various firm characteristics may 
impact the feasibility of outsourcing forms of HR activities more than others (Klaas, McClendon, and 
Gainey, 2001). Moreover, Klaas et al., (2001) assert that organization culture such as good 
citizenship, humanitarian values, customer-oriented and belonging influence HR outsourcing. While 
some HR outsourcing may involve routine administrative tasks, other functions may involve the design 
of HR systems that are likely to have a fundamental influence on organization culture and 
performance. In addition, Cicek and Ozer (2011) suggested that organizational culture has impact on 
HR outsourcing.Thus, these ideas lead to posit the following hypotheses: 

 
Hypothesis 9: Organizational characteristics are positively related to (a) recruitment process, 
(b) training and development activities, (c) payroll management and (d) HR information 
system.  
 
Effective collaboration perception refers to the high-level relationship quality, and relationship 
intensity of the firm’s collaboration with partners. Such relationship can be viewed on the same basis 
as human inter-personal relationships, which are based on mutual understanding and collaboration 
(Cousins, 2002). As a matter of fact, the firm and outsourcing partners work together for their common 
interests based on the partnership-based relationship (Lee, 2001). Similarly, Naudé and Buttle (2000) 
suggest that the attributes of relationship quality consists of power, trust, profit oriented, and mutual 
integration of needs.  Moreover, the relationship is concerned with the collaboration, as well as the 
primary goal of gaining competitive advantage through improvements in service, making firms more 
efficient in the supply of the end service (Cousins, 2002). Therefore, outsourcing is also driven by the 
relationships quality rather than the fine details of the contract (Mazzawi, 2002). Effective relationship 
for collaboration has been termed of closeness and relationship strength, and commitment is also 
attributes of relationship intensity (Hun, Lee and Seo, 2008). Thus, the relationship quality, and 
relationship intensity affect the ability of firm to invest in developing an strategic outsourcing capability 
(valuable partnership) searching, external resource utility, potential competency integration, and 
unique operation setting (Tuntabundit and Ussahawanitchkit, 2010). Therefore, the hypotheses are 
proposed as follows:  
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Hypothesis 10: Effective collaboration perception is positively related to (a) recruitment 
process, (b) training and development activities, (c) payroll management and (d) HR 
information system.  
 
Environmental dynamism refers to the extent of unpredictable change in an organization's 
environment as well as more general technological, economic, social, and political forces (Ting, 
Wang, and Wang, 2012). As environment conditions change, an organization must make 
corresponding adjustments in its strategies to adapt to new circumstances. In fact, by depending on 
outsiders for non-core activities in more dynamic environments, firms can take advantage of emerging 
technologies without investing large amounts of capital in them (Gilley and Rasheed, 2000). In this 
sense, outsourcing may be attractive mostly for organizations competing in dynamic environments 
describing as hostile, multifaceted, and risky (Gilley et al. 2004). Specifically, organizations can use 
outsourcing to cope with environmental dynamism by contracting with service providers who possess 
advanced talent and resources, and by avoiding excessive dependence on rapidly changing 
technologies. Based on this explanation, it is expected that environmental dynamism may represent 
important factor in decision to outsource HR functions. Abdul-Halim, Ahmad and Ramayah (2012) 
proposed that the higher the environmental dynamism, the higher the determinant of HR outsourcing. 
Thus, these ideas lead to posit the following hypotheses: 
 
Hypothesis 11: Environmental dynamism is positively related to (a) recruitment process, (b) 
training and development activities, (c) payroll management and (d) HR information system.  
 
3. RESEARCH METHOD 
 
3.1 Sample Selection and Data Collection Procedure 
Multi-national firms are selected to be population and sample in this research for hypotheses testing 
because multinational firms tend to implement HR outsourcing. Database in this research is gathered 
from Department of International Trade Promotion, Ministry of Commerce on its website: 
www.dbd.go.th/main.php?filename=index. The equation under the 95% confidentiality is used to 
calculate appropriate sample size of 378 (Yamane, 1973). The key participants in this study are 
human resource directors or human resource managers of each firm. A mail survey was used for data 
collection. The questionnaires were sent to 600 firms, from which 141 responses were received. Of 
the surveys completed and received, only 128 surveys are usable. The effective response rate is 
approximately 21.33% which Aaker, Kumar and Day (2001) recommended that the response rate for 
mail survey should be about 20% of all questionnaires for analyzing and testing hypotheses.   
 
Finally, the non-response was tested for two independent samples. A comparison of early responses 
and late responses data is recommended by Armstrong and Overton (1977). T-tests comparing the 
first 64  survey responses received with the last 64 survey responses across a firm’s four 
characteristics (i.e. number of employees, number of years in business, amount of capital invested, 
and sale revenue per year) did not find any significant differences between the two groups. Thus, it 
appears that non-response bias does not pose a significant problem for this research. 
 
3.2 Variables 
In the conceptual model, all of the variables were measured on five point Likert scale, ranging from  ‘1 
= strong disagree’ to ‘5 = strong agree’, except control variables. The variable measurements of 
dependent, independent, moderator, and control variables are described below: 
 
Business performance is the dependent variables of this research. It is measured by sales growth, 
profitability, market share, new product, outstanding service over competitor and customer 
acceptance. This construct is adapted from Jaworski and Kohli (1993). Recruiting process of 
outsourcing is measured by a form of business process to transfer recruitment and selection activities 
to an external provider which developed from Ordanini and Silvestri (2008). Training and development 
outsourcing is measured by the process obtains or transfers knowledge, skills and competency 
needed to succeed a specific useful competencies to improve one's capability, productivity and 
performance by using external provider which developed from Al-Tarawneh and Tarawneh (2012), 
Payroll management outsourcing is measured by an administration that contains contracting with a 
business service to handle all or part functions related to company compensation activities to 
employees for services which developed from Gilley et al., (2002), and Human resource information 
system is measured by as a systematic procedure that offers a complete system for human resource 
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activities that can be done by outside sources which developed from Al-Tarawneh and Tarawneh 
(2012). Cost efficiency success is measured by as the ability of firm to complete procedure by being 
effective time, effort, expense and workforce from Abdul-Halim and Ha (2010). Organizational 
flexibility is measured by a variety of organizational capabilities and speed to response to 
environmental change and uncertainty from Adli and Salek (2014). Corporate competency fulfilment is 
measured by the ability of firm to operate with perfectibility for achieve the customer’s needs better 
than its competitors from Tuntrabundit and Ussahawanitchakit (2010). Strategic orientation is 
measured by the ability of firms to analyze situations and determines directions in doing business 
from Al-Khachroum and Kennawi (2010). Organizational characteristics is measured by the design of 
structure, systems, process and policy, leadership and regulation which influence the behavior of 
people in organizations and the nature of their relationships while doing their job. This construct is 
developed from literatures. Effective collaboration perception is measured by the high-level 
relationship quality, and relationship intensity of the firm’s collaboration with partners from 
Tuntrabundit and Ussahawanitchakit (2010). Environmental Dynamism is measured by the extent of 
unpredictable change in an organization's environment as well as more general technological, 
economic, social, and political forces which developed from Mohd et al., (2013).  
 
The control variables are also likely to affect the relationships. In this research, there are two of them 
including firm age and firm size; because different age may present different organizational attributes 
and resource deployment (Chen and Huang, 2009). This study defines firm age as the number of 
years the firm has been established. Also, firm size may impact the capacity of a firm to implement 
business strategies in order to achieve superior performance (Ussahawanitchakit, 2005). It is 
measured by amount of capital invested. 
  
3.3 Validity and Reliability 
With respect to the confirmatory factor analysis, this analysis has a high potential to inflate the 
component loadings. Thus, a higher rule-of-thumb, a cut-off 0.40, was adopted (Nunnally and 
Berstein, 1994). All factor loadings are greater than the 0.40 cut-off and are statistically significant. 
Second, the reliability of the measurements in this research was evaluated by Cronbach alpha 
coefficients. In the scale reliability, Cronbach alpha coefficients are greater than 0.70 (Nunnally and 
Berstein, 1994). The scale of all measurement appears to produce internally consistent results; thus, 
these measures are deemed appropriate for future analysis because they express an accepted 
validity and reliability. Table 1 shows the results for both factor loadings score between 0.799-0.971, 
indicating that there is construct validity, and Cronbach alpha coefficients for all variables between 
0.813-0.971 are considered acceptable.  
 

TABLE 1 

RESULTS OF MEASURE VALIDATION 

Items Factor    
Loadings 

Cronbach  
Alpha 

Number  
of Items 

Business Performance (PER) .788-.909 .948 5 

Recruitment Process (REC) 
Training and Development Activities (TRA) 
Payroll Management (PAY) 
Human Resource Information System (HRI) 
Cost Efficiency Success (COS) 
Organizational Flexibility (ORF) 
Corporate Competency Fulfilment (COR) 
Strategic Orientation (STR)          
Organizational Characteristics (ORG) 
Effective Collaboration Perception (EFF) 
Environmental Dynamism (ENV)              

.885-.931 

.891-.923 

.875-.952 

.939-.971 

.836-.884 

.799-.914 

.821-.911 

.883-.993 

.829-.852 

.829-.879 

.850-.943 

.946 

.944 

.954 

.971 

.879 

.905 

.902 

.881 

.813 

.804 

.925 

5 
5 
5 
4 
4 
4 
4 
3 
3 
3 
4 

 
3.4 Statistic Test 
The Ordinary Least Square (OLS) is utilized to assess all hypotheses in this research because both 
dependent and independent variables in this study were neither nominal data nor categorical data, 
OLS is an appropriate method for examining the hypothesized (Hair et al., 2006). After all is said and 
done, the model of the relationships mentioned above is shown below. 
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Equation 1: COS  = 01+ 1FS + 2FA + 3REC + 4TRA + 5PAY + 6HRI +  

             Equation 2: ORF  = 02+ 7FS + 8FA + 9REC + 10TRA + 11PAY + 12HRI +  

             Equation 3: COR  = 03+ 13FS + 14FA + 15REC + 16TRA + 17PAY + 18HRI +  

             Equation 4: PER  = 04+ 19FS + 20FA + 21REC + 22TRA + 23PAY + 24HRI +  

             Equation 5: PER  = 05+ 25FS + 26FA + 27COS + 28ORF+ 29COR +  

             Equation 6: REC  = 06+ 30FS + 31FA + 32STR + 33ORG + 34EFF + 35ENV +  

             Equation 7: TRA  = 07+ 36FS + 37FA + 38STR + 39ORG + 40EFF + 41ENV + 

             Equation 8: PAY  = 08+ 42FS + 43FA + 44STR + 45ORG + 46EFF + 47ENV + 

             Equation 9: HRI  =  09+ 48FS + 49FA + 50STR + 51ORG + 52EFF + 53ENV + 
 
4. RESULTS AND DISCUSSION 
 
The descriptive statistics and correlation matrix for all variables are shown in Table 2. The research 
examines possible multicolinearity problems by studying correlation between the variables included in 
the regression analysis. In this way, by means of Pearson’s correlation coefficient, we can measure 
the degree of linear association between every pair of variables as shown in Table 2. With respect to 
possible problems relating to multicolinearity, all the correlation coefficients of independent variables 
are smaller than 0.8, and all the Variance Inflation Factor (VIF) values are smaller than 10. The 
problem of multicolinearity of independent variables in this model is therefore not significant (Hair et 
al., 2006). The VIF ranged from 2.589 – 3.932 are below the cut-off value of 10 recommended by Hair 
et al. (2006), meaning that the independent variables are not correlated with each other. Therefore, 
there are no substantial multicolinearity problems encountered in this study. In addition, Table 2 
shows the correlation matrix for all variables used in the regression analysis.  
 

TABLE 2 

DESCRIPTIVE STATISTICS AND CORRELATION METRIX FOR ALL CONSTRUCTS 

Variables 
REC TRA PAY  HIS  COS HRF  COR         

 
  PER 

 
STR 

 
ORG 

 
EFF 

  
 ENV 

MEAN 3.762 3.898 3.647 3.617 3.959 3.951 4.008  3.900 4.036 4.055 3.867  4.016 

S.D 0.819  0.743  0.973  0.948  0.590  0.610 0.611   0.712 0.575 0.499 0.530   0.537 

REC 1            

TRA .712
**
            

PAY .736
**
 .701

**
           

HIS .529
**
 .490

*
 .634

**
          

COS .241
**
 .333

**
 .339

**
 .314

**
         

HRF .418
**
 .438

**
 .389

**
 .277

**
 .623

**
        

COR .345
**
 .392

**
 .394

**
 .306

**
 .656

**
 .748

**
       

PER .249
**
 .370

**
 .313

**
 .322

**
 .535

**
 .294

**
     .331

**
      

STR .203
**
 .280

**
 .225

**
 .253

**
 .435

**
 .207

**
 .260

**
  .615

**
  .   

ORG .252
**
 .468

**
 .359

**
 .205

**
 .282

**
 .285

**
 .314

**
 .542

**
 .621

**
    

EFF .262
**
 .400

**
 .287

**
 .246

**
 .344

**
 .320

**
 .293

**
 .574

**
 .614

**
 .673

**
   

ENV .222
*
 .250

**
 .207

**
 .234

**
 .357

**
 .222

*
 .218

*
 .521

**
 .685

**
 .614

**
 .542

**
 1 

**. p <0.01, * p < 0.05 
 

 
4.1 Influence of HRM Outsourcing and the outcomes 
Table 3 presents the OLS regression analysis of HRM outsourcing (recruitment process, training and 
development activities, payroll management, and human resource information system) cost efficiency 
success, organizational flexibility, corporate competency fulfilment are significantly positive correlated 
with business performance. The results reveal that recruitment process outsourcing has no significant 
positive impact on cost efficiency success (b3 = -0.172, p>.10), organizational flexibility (b9 = 0.159, 
p>.01), corporate competency fulfilment (b15 = -0.004, p>.01) but has negative impact on business 
performance (b20 = -0.425, p<.01, Therefore, Hypotheses 1a, 1b, 1c and 1d are not supported. 
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The unaccepted result of recruitment process on consequence linkages can explain by the research 
of Elsaid (2013) which shows that cost saving by outsourcing the recruitment function couldn’t get 
lower staffing costs of the organization. One of the reasons behind the previously stated surprising 
finding could be that recruitment provider overstate the price of their services. A relevant example 
could be a security labor hired through an outsourced service provider that will cost higher on average 
rather the same labor hire from walk-in candidates.  
 
Likewise, the result of Butler and Callahan (2012) shows a negative long term effect on operating 
performance if outsourcing participation is not optimal.  
 
Next, the findings show that training and development activities have significant positive impact on 
cost efficiency success (b4 = 0.208, p<.10), organizational flexibility (b10 = 0.241, p<.05), corporate 
competency fulfilment (b16 = 0.197, p<.10) and business performance (b22 = 0.249, p<.01), Therefore, 
Hypotheses 2a, 2b, 2c and 2d are supported. All in all, Hypothesis 2 is fully supported confirming 
prior expectations and complementing previous studies.  
 
Consequently, the results reveal that payroll management have significant positive impact on cost 
efficiency success (b5 = 0.277, p<.10), and corporate competency fulfilment (b17 = 0.268, p<.10), but 
no effect on organizational flexibility (b11 = 0.147, p>.10), and business performance (b23 = 0.214, 
p>.10).Therefore, Hypotheses 3a and 3c are supported but 3b and 3d are not. The Contrary to 
the expectations, this study found that payroll management outsourcing does not have significant 
impact on organizational flexibility and business performance. This finding provides insight into 
thinking that perhaps these multinational firms rely especially problematic for smaller enterprises, 
which may not have enough employees to achieve economies of scale for payroll processing. Since 
unemployment is increasingly exponentially in many economies, it is possible also that employees’ 
would want to keep their jobs by exhibiting positive feelings toward their employers and jobs.  
 
In the view of HRIS, the results show that HRIS is positively related to cost efficiency success (b6 = 
0.198, p<.10) and business performance (b24 = 0.268, p<.10), supporting literatures. However, HRIS 
is not significant impact on organizational flexibility (b12 = 0.059, p>.10), and corporate competency 
fulfilment (b18 = 0.122, p>.10). These insignificance findings are consistent with Abdul-Halim and Ha 
(2010) who find that HRIS has no positive effect with both cost efficiency and organizational 
development. The possible explanation of these contrast finding is the study of Krishnan and Singh 
(2006) which explored the issues and barriers faced by nine Indian organizations in implementing and 
managing HRIS and the findings of the study were lack of knowledge of HR department about HRIS 
and lack of importance given to HR department in these organizations. 
 
According to firm age and firm size as control variables, this research found that firm size has no 
effect on the relationship between HR outsourcing practices and HR outsourcing outcomes (b1 = 0.022, 
p > 0.10, b7 = -0.023, p > 0.10, b13 = -0.143, p > 0.10, b19 = -0.129, p > 0.10) whereas firm age has some 
effect on the relationships (b2 = 0.649, p < 0.01, b8 = 0.678, p < 0.01). These results mean that the firm age 
has influence on the relationship between HR outsourcing practices on cost efficiency success, 
organizational flexibility, and corporate competency fulfilment. 
 
In line with Table 3, the empirical results support the hypothesized significantly positive effect of cost 
efficiency success, organizational flexibility, corporate competency fulfilment on business 
performance. The result shows that cost efficiency success is positively related to business 
performance (b27 = 0.622, p<.01), similar to prior literatures. Thus, Hypothesis 5 is supported. 
Then, the finding shows that organizational flexibility has a positive impact on business performance 
(b28 = 0.445, p<.01). Thus, Hypothesis 6 is supported. In addition, corporate competency fulfilment 
is positively associated with business performance (b29 = 0.330, p<.05). Thus, Hypothesis 7 is 
supported. These results are consistent with prior studies which indicate that cost efficiency success, 
organizational flexibility, corporate competency fulfilment are able to continuously enhance business 
performance. 
 
According to firm age and firm size as control variables, this research found that firm age has no 
effect on the relationship between cost efficiency success, organizational flexibility, corporate 
competency fulfilment and business performance (b1 = 0.193, p > 0.10) whereas firm size has some 
effect on the relationships (b5 =  -0.387, p < 0.01). These results mean that the firm size has influence on 
the relationship of HR outsourcing outcomes and business performance. 
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4.2 Influence of the Antecedents and HRM Outsourcing Practices 
Next, Hypotheses 8, 9, 10, and 11 predict a positive influence of HR outsourcing antecedents 
(strategic orientation, organizational characteristics, effective collaboration perception, and 
environmental dynamism and HR outsourcing practices. The results in Table 3 show that strategic 
orientation has significant positive influences on HRIS (b50= 0.203, p<.10) supporting prior literatures. 
Therefore, Hypotheses 8d is supported. However, the results reveal that strategic orientation has 
no significant effect on recruitment process (b32= 0.079, p>.10), training and development activities 
(b38= -0.016, p>.10) and payroll management (b44= 0.140, p>.10). These unaccepted results can 
explain that outsourcing cannot be resorted to activities involving psychological aspects of employees 
and those activities involved in building and developing bonds and relationships between employees 
and the employer, employees and peers, employees and supervisor or employee and subordinates. 
In addition, the previous study proposes that organization with cost leadership will have a lower 
reliance on HR outsourcing (Abdul-Halim, Ahmad and Ramayah., 2012). Likewise, Abdul-Halim and 
Ha (2010) show that conventional HRM strategy is associated with a lower degree of HR outsourcing 
such as recruitment, training and training. Thus, Hypotheses 8a, 8b, and 8c are not supported.  
 
Consequently, organizational characteristics have a significant positive influences on recruitment 
process (b33= 0.389, p<.01), training and development activities (b39= 0.413, p<.01) and payroll 
management (b45= 0.325, p<.01), similar to previous studies. Therefore, Hypotheses 9a, 9b and 9c 
are supported. Then, strategic orientation has no significant influences on HRIS (b51= -0.044, p>.10). 
Therefore, Hypotheses 8d is not supported.  
 
Next, the findings suggest that effective collaboration perception is positively related to training and 
development activities (b40= 0.321, p<.01) and payroll management (b46= 0.228, p<.10) and HRIS 
(b52= 0.281, p<.10) whereas recruitment process has no significant relationships (b34= 0.162, p>.10). 
Therefore, Hypotheses 9b, 9c and 9d are supported, consistent with literature proposed while 
Hypotheses 9a is not.  
 
Lastly, environmental dynamism has a significant negative influences on recruitment process (b35=     
-0.449, p<.01), training and development activities (b41= -0.239, p<.05), payroll management (b47=     -
0.287, p<.05) and HRIS (b53= -0.234, p<.10). The results are possible that although firms believe that 
HR outsourcing is essential ingredient of firm’s success among the competitive dynamism, in fact, 
dynamic competition may reduce competitive value from imitation through a complex technology 
environments, the human resources should show a special link with the firm’s competitiveness, as the 
only relevant asset for competitiveness was the skill of employees, and the strategy was to build 
around these skills (Boden and Miles 2000). Therefore, in this situation, environmental dynamism 
does not necessarily need to increase HR outsourcing. Hence, Hypotheses 11a, 11b, 11c and 11d 
are not supported. However, the results of competitive challenge need to be verification in the future 
because it may be contingent upon other environment such as external context to gain better 
understanding. 
 
For the control variables, firm age and firm size have an impact on some relationships among those 
with the meaning that the number of years operated and firm size have influence on factors of HR 
outsourcing consistent with the study of Abdul-Halim and Che-Ha (2011) and Gilley et al., (2002). 
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TABLE 3 

RESULTS OF OLS REGRESSION ANALYSIS 
a
 

 
     Independent Variables 

 Dependent Variables 

    1   2    3   4 5     6   7    8   9 
   COS  ORF  COR PER PER  REC TRA  PAY HRI 

Recruitment Process (REC)  -.172 
(.132) 

.159 
(.126) 

-.004 
(.128) 

-.425*** 
(.133) 

  
 

 
 

 
 

. 
 

Training and Development 
Activities (TRA) 

.208* 
(.121) 

.241** 
(.116) 

.197* 
(.118) 

.422*** 
(.123) 

    
 

 
 

 
 

Payroll Management (PAY)  .277*  
(.143)                              

 .147    
(.137)                            

 .268* 
 (.139) 

 .214 
 (.144) 

    
 

 

Human Resource Information 
System (HRI) 

.198* 
 (.105) 

.059 
(.101) 

 .122 
 (.103) 

  .198* 
  (.016) 

  
 

  
 

 

Cost Efficiency Success (COS) 
 
Organizational Flexibility (ORF) 
 
Corporate Competency 
Fulfilment (COR) 
Strategic Orientation (STR) 

  
 
  

 
 

 .622*** 
(.097) 
 .445*** 
(.138) 
 .330** 
 (.142) 

 
 
 
 
 
.079 
(.128) 

 
 
 
 
 
.016 
(.119) 

 
 
 
 
 
.140 
(.124) 

  
 
 
 
 
.203* 
(.123) 

Organizational Characteristics 
(ORG) 

    
 

 .389*** 
(.121) 

.413*** 
(.113) 

.325*** 
(.117) 

 -.044 
(.126) 

Effective Collaboration 
Perception (EFF) 

     .162 
(.121) 

.321*** 
(.113) 

 .228* 
(.118) 

.281** 
(.126) 

Environmental Dynamism 
(ENV) 

    
 

 -.449*** 
(.119) 

 -.239** 
(.111) 

-.287** 
(.115) 

-.234* 
(.123) 

FS -023 
(.195) 

.176 
(.144) 

 -.129 
(.190) 

 .012 
(.191) 

-.387** 
 (.167) 

-.152 
(.164) 

-.598*** 
(.181) 

-.708*** 
(.189) 

-.775*** 
(.202) 

FA  .649*** 
(.189) 

-.098 
(.134) 

 .708* 
(.184) 

 .200 
(.197) 

 .193 
 (.169) 

 .021 
(.150) 

 .338 
(.187) 

 .078 
(.195) 

.432** 
(.209) 

Adjusted R
2
 .245 .270  .247  .191   0.345  .198     .302  .554  .132 

Maximum VIF 3.255 3.255 3.255 3.255  3.932 2.589    2.589 2.589 2.589 
a
Beta coefficients with standard errors in parentheses, *** p < 0.01, **. p <0.05, * p < 0.10 
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5. CONTRIBUTIONS AND FUTURE DIRECTIONS FOR RESEARCH 
 
5.1 Theoretical Contribution  
This research is intended to expand the theoretical contributions on previous knowledge and literature 
of HR outsourcing practices, namely, recruitment process, training and development activities, payroll 
management, and human resource information system on business performance via cost efficiency 
success, organizational flexibility and corporate competency fulfillment. Moreover, resource-based 
view of firm is integrated explaining the overall association of variables in the model. Also, this 
research provides a clearer understanding of the relationships among HR outsourcing practices on 
cost efficiency success, organizational flexibility and corporate competency fulfillment and business 
performance. In addition, the research examines the antecedent effects on HR outsourcing including 
strategic orientation, organizational characteristics, effective collaboration perception and environment 
dynamism. As such, this research has assessed the importance of successful HR outsourcing relative 
to business performance in multi-national firm.   
 
5.2 Managerial Contribution  
This research provides some relevant managerial implications. The results suggest that to firms focus 
on HR outsourcing as strategy can increase business performance. For multinational firm, they should 
understand, manage, and give priority to HR outsourcing to improve business performance via cost 
efficiency success, organizational flexibility and corporate competency fulfillment. The executives 
must put more emphasis on factors of HR outsourcing that aligns with strategic goal by focusing on 
HR value to motivate the staff for maximizing potential. In this research, the most interesting aspect of 
these results of multinational firm is the manners in which training and development activities and 
HRIS of HR outsourcing are critical component to create business performance both direct and 
indirect way via cost efficiency success, organizational flexibility and corporate competency fulfillment. 
In addition, the antecedents are tested and assert that organizational characteristics and effective 
collaboration perception strongly influenced HR outsourcing whereas environmental dynamism 
appears to be negative effect. Thus, the executives should clearly understand and exploit them within 
the organization to concentrate on these factors for gaining HR outsourcing in order to continuously 
develop and increase competencies which generate the levels of competitive advantage. 
 
5.3 Limitations and Future Research Directions 
This research has some limitations that should be mentioned. Firstly, this research is conducted by 
cross-section data. Therefore, a longitudinal study that tracks HR outsourcing and business 
performance overtime is needed. Secondly, this research uses the questionnaire for collecting data 
from many businesses in multinational firm. Future research should focus on specific businesses 
which might provide different results from the findings of this research. Thirdly, the impact of small 
response rate may impact the results. Finally, future research may identify the other statistical 
analysis to confirm HR outsourcing phenomenon with larger response rates. Surprisingly, in this 
research, recruitment process outsourcing has no effect on outcomes and environmental dynamism is 
not the effective factor influence HR outsourcing that needs future research to apparently examine. 
   
6. CONCLUSION 
 
The purpose of this research is to examine the effects of HRM outsourcing on business performance 
of multinational firms via cost efficiency success, organizational flexibility and corporate competency 
fulfillment. HRM outsourcing includes four activities: recruitment process, training and development 
activities, payroll management, and human resource information system. In addition, it examines the 
antecedents of HRM outsourcing such as strategic orientation, organizational characteristics, effective 
collaboration perception and environment dynamism. The model is tested using data collected from 
mail survey of 128 multinational firms. The results reveal partial support for hypotheses are derived 
from the conceptual model. In general, it provides empirical evidence that some training and 
development outsourcing have a strong influence direct on business performance and indirect 
through cost efficiency success, organizational flexibility and corporate competency fulfillment. 
However, Outsourcing of Payroll management has indirect effect on business performance via cost 
efficiency success and corporate competency fulfillment. HRIS has a positive impact on business 
performance and has an indirect effect on business performance via cost efficiency success. It is 
obvious that organizations with great outsourcing concentration are likely to enhance efficiency 
success, organizational flexibility and corporate competency fulfillment and ultimately, business 
performance. In addition, strategic orientation, organizational characteristics, effective collaboration 
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perception play a critical role as antecedents of HR outsourcing. However, environmental dynamism 
has no influence on HR outsourcing which is not consistent with literatures. Thus, further study may 
consider finding practical reasons why some constructs found no relationships supporting hypotheses 
by reviewing extensive literature, or collecting data from a larger sample. In addition, to better 
explaining the absent relationship of the model, an in-depth interview with manager/director in future 
research would be helpful to fully understanding in HR outsourcing practices phenomenon and to 
bring new idea from expertise to integrate key components that are more absolute for the analysis 
results which will lead to enhancing wider perspective. 
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ABSTRACT 
 
This research proposes a conceptual model and research proposition to investigate the relationships 
among the external institutional factors, internal resources and capability factors, environmental 
management system (EMS) implementation, environmental performance, and financial performance 
to explain the phenomenon of ISO 14000 (proxy of EMS) implementation of manufacturing firms.  This 
conceptual model and research propositions build on institutional theory, resource-based view of the 
firm, and relevance literature of environmental management system implementation. The conceptual 
model and research proposition postulates that both the external institutional factors and internal 
resources and capabilities are positively related to environmental management system 
implementation. The implementation of EMS is hypothesized to be positively associated with both 
environmental and financial performance. Moreover, environmental performance is proposed to have 
a positive relationship with financial performance.  This research describes theory and practice of ISO 
14000 in order to, gain competitive advantage and firm performance. Moreover, this research 
suggests venues for future in environmental management system.  
 
Keywords: Environmental Management System, Institutional Theory, Resource-Based View, Firm 
Performance 
 
 
1.  INTRODUCTION 
 

In the current time, the global warming issue has become a critical concern of industrial firms because 
everyone is receiving the effects of pollution such as toxic waste, dangerous waste, titanium oxide, 
and pollution of water and air. Therefore, business is spurred by global concerns about the impact 
industry has on the environment and which has motivated the international community to consider 
new ways of preventing pollution. One of the worst cases of environmental damage in recent history 
was the Exxon Oil Company. In 1989, the oil tanker Exxon Valdez filled with about eleven million 
gallons of oil ran aground on the coast of Alaska which had a devastating effect on the marine 
ecology (Walden and Schwartz, 1997). In recent years, many tactics have been used to prevent and 
relieve environment damage such as environmental management system (EMS), environmental 
accounting, environmental reporting and disclosures, and environment tax (Vehmas et al., 1999; 
Ekins, 1999; Mullinkin et al., 2005). These tactics are consistent with the concept of corporate social 
responsibility (CSR) that business must have accountability to the social actor or stakeholder (Abbott 
and Monsen, 1979; Deegan, 2004).    
 
ISO 14000 is a series of international standards on environmental management which provides a 
framework for development of an environmental management system and supporting audit program 
(ISO, 2011). ISO 14000 standards are a set of voluntary standards to encourage the systematic 
improvement of environmental quality. It provides guidance for developing a comprehensive approach 
to environmental management and for standardizing some key environmental tools for analysis and 
improving environmental quality (Miles et al., 1996; Donnelly et al., 2004). ISO14001—environmental 
management systems, specification with guidance for use, was the first issue of the ISO14000 series 
of standards. Other ISO 14000 series help many companies achieve registration to ISO 14001 (ISO, 
2011).   
  
Based on EMS research, indicated that a lot of international businesses and management 
researchers were investigated the consequences of EMS implementation.  However, there is little 
empirical evidence for investigating the antecedent of EMS implementation moreover, there is a lack 
of conceptual models which show both the antecedents and consequences of EMS implementation 
(Bansal and Bogner, 2002; Salmi, 2008). Therefore, the main purpose of this research is to 
investigate and identify the variables which would be able to predict the antecedents and 
consequences of EMS implementation. This paper proposes a conceptual model of EMS 
implementation builds on a theoretical framework and literature review. 
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This paper generates contributions in three ways.  Firstly, this research used two theories, institutional 
theory and resource-based views, to explain the phenomenon of emerging ISO 14000 standards and 
ISO 14000 implementation in international manufacturing firms.  
 
Secondly, this research proposed a conceptual model and proposition that shows both antecedents 
and consequences of EMS implementation. Because, prior research was neither clear nor covered 
the explanation about the motivation of implement EMS and its outcome in the context of 
globalization. Finally, this research proposed the suggestions about design and methodology for 
future research. 
 
The remainder of the paper is organized as follows. The second section provides the theoretical 
framework. The third section provides a brief literature review. The fourth section provides a 
conceptual model and proposition. The fifth section provides suggestions for future research. The 
sixth provides managerial implications. The last section provides the conclusion.  
 

 
2.  THEORETICAL FRAMEWORK 
 
2.1 Institutional Theory 
 

Institutions are defined as structures and activities that provide stability and meaning to social 
behavior (Bansal and Bogner, 2002).  Institutional theory focuses on the role of the organizational 
norm, value, cultures, and structures in causing heterogeneity that have developed over time. They 
are particularly important when there is considerable uncertainty, as with environmental performance 
metrics (Yin and Schmeedler, 2008; Lau, 2005; Bansal and Bogner; 2002).  
 
The institutional factors are consistent with the concept of the stakeholder theory. The stakeholder is 
defined as an outside individual or group that is involved with the firm both direct and indirect 
interaction for instance, government, customer, supplier, employee, ownership and bonding etc. 
(Beaver, 1998; Lehman, 1999).  
 
The stakeholder imposes norms of operating that define which business activities are deemed to be 
acceptable to the extent that firms conform to institutional demands, they develop better stakeholder 
relationships. These stakeholders support the firm, which in turn lessens the uncertainty surrounding 
certain events. Unlike economic benefits which enhance a firm performance, conforming to 
institutional pressure helps protect a firm’s performance by bestowing social legitimacy (William, 
1997).   
 
Furthermore, Lua (2005) suggested that institutional environments vary across national markets; it 
might also vary within one market that has an effect to the firms in diverse industries or sectors 
differently. Moreover, Bansal and Bogner (2002) suggested that many managers consider primarily 
the stakeholder when thinking about the institutions related to ISO 14001. Also, ISO 14000 
implementation helps to build trust and a long-term relationship with stakeholders and it will put in 
place monitoring, compliance, and continual improvement that help to deflect the scrutiny and interest 
of these organizations such as US Environmental Protection Agency and Greenpeace.   
 
2.2 Resource-Based View: Internal Resource and Capability 
 
The resource-based view (RBV) is defined as bundles of resources heterogeneously distributed 
across firms, and that resource differences persist over time. Resources that are valuable, rare, 
inimitable and non-sustainable lead to achievement of sustainable competitive advantage that cannot 
be easily duplicated by competitors (Berney, 1991; Russo and Fouts et al., 1997). A resource is 
defined as a stock of available factors that are owned or controlled by the firm and capability refers to 
the strategic application of competencies that used and deployed to accomplish given organizational 
goals (Peppard and Ward, 2004).  
 
Internal resources and capabilities may be its tangible and intangible assets that include the 
company’s financial resources, technical competencies, leadership characteristics, experience, 
research and development capabilities, and innovation tendencies.  Ainnuddin et al. (2007) also 
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suggested resources in terms of RBV refer to more than tangible assets and immobility for instance; 
resources can be financial and capital assets, licenses and patents, band names, know-how and 
reputation.  
 
These variables are the factors of success in project management (Isik et al. 2009).  RBV can be 
combined or bundled to build a competitive and performance advantage for the owner. Therefore, 
internal resource and capabilities lead to a sustained competitive advantage, which in turn contributes 
to performance (Porter, 1981; Russo and Fouts et al., 1997; Peppard and Ward, 2004; Henri, 2006). 
 
This research focuses on the environmental performance and economic performance relationship and 
internal resource and capabilities of the firm that facilitate the implement of EMS then, it can explain 
the phenomenon of increasing the firm performance (Donnelly et al., 2004; Jiangning, 2006; Chan 
and Ho, 2006; Lee et al., 2008; Darnall et al., 2008b; Pun et al., 2009). 
 

 

3. LITERATURE REVIEW  
 

Most EMS researchers studied used both a qualitative and quantitative approach to investigating the 
phenomenon of implementation of ISO 14000 (proxy of EMS) across industries.  Moreover, most 
research was focused on the consequences of EMS implementation and there was little evidence of 
the empirical results of the antecedent of EMS implementation. This paper presents the primary 
results of both antecedents and consequences of ISO14000 implementation which are follows.   
 
In recent years, some EMS researchers study motivation and identified variables that were factors 
effecting ISO 14000 implementation. The prior research indicated that similar results explained the 
phenomenon of the implementation of ISO 14000.  
 
The results showed both external institutional factor and internal resource and capability were 
important factors affecting the decision to implement ISO 14000. For instance, Quazi et al. (2001) 
found that regulatory pressure, top management support, quality management systems, and health 
safety and management systems had a significant positive relationship with ISO 14000 
implementation.  
 
Bansal and Bogner (2002) indicated that factors affecting the  implementation ISO 14001 were 
institutional pressures, economic pressures, and other context, including  building a reputation,  
providing  a standardized environmental passport for export,  multi-national firm status and to 
enhance competitive advantage and profitability. Salmi (2008) indicated that regulation pressure, 
market pressure, stakeholder pressure, organizational culture and learning, and the influence of 
individuals i.e. top management support were an influence to ISO 14000 implementation.   
 
Moreover, the prior research identified the antecedents of ISO 14000 implementation. For instance, 
Darnall et al. (2008a) found two primarily factors that build on intuitional theory i.e. regulatory 
pressures, inspection frequency, market pressures, social pressures, and ownership pressures; and 
resource-based view of the firm i.e. quality management systems, employee commitment, 
environment R&D, and export orientation were a positive relationship with comprehensive EMS 
implementation.  
 
Madsen and Ulhoi (2003) found that factors affecting ISO 14000 implementation were stakeholder 
pressure, management perceived a benefit and the impact of corporate’ activities. The results indicate 
that the stakeholder was the highest influence for adopting ISO 14000.  Poksinska et al. (2003) found 
that regulatory pressure, market pressure, and internal performance motives were the primary factors 
of ISO 14000 implementation.  
 
Furthermore, some research focused on only the consequences of ISO 14000 implementation. For 
instance, Gallagher et al. (2004) found that ISO 14000 implementation in four industries in the US and 
Thailand where a firms contribution to improve environmental performance i.e. improvement in eco-
efficient reporting, employee and community awareness are benefits of ISO 14000. Lee et al. (2008) 
found that ISO 14000 could be an effective strategy for Taiwan’s manufacturing firms to improve their 
managerial efficiency, financial performance, and maintain competitiveness that is consistent with 
implementing ISO 14000, leading to sustainable competitive advantage (Russon and Fouts, 1997; 
Donnelly et al., 2004; Jiangning, 2006; Darnall et al., 2008b; Pun et al., 2009). Thus, the primary 
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benefit of ISO 14000 implementation was improved environment performance, and organization 
performance.  
 
Finally, some research identified both antecedents and consequences of ISO 14000 implementation. 
For instance, Darnall et al. (2000) indicated that both regulatory and stakeholder pressure were 
primary factors affecting of ISO 14000 implementation and the primary consequences of ISO 14000 
implementation were environmental performance and economic performance.  
 
Padma et al. (2008) also identified the critical factors for successful ISO 14000 implementation e.g. 
regulatory pressure, top management support, employee skill, and a quality management system. 
The results indicated that medium and large firms, who were more experienced and expert-oriented 
firms concentrated with implementing ISO 14000 thereafter, it was improving a firm’s environmental 
performance i.e. saving energy.   
 
 
4.  CONCEPTUAL MODEL AND RESEARCH PROPOSITION 
 
According to EMS literature, this research presents conceptual model and proposition that shows the 
relationships among external institutional factors e.g. regulation pressure, market pressure, 
stakeholder pressure, and ownership pressure; and internal resource and capability factors e.g. 
financial resource, top management support, employee skills, employee commitment, quality 
management systems, health and safety management systems, technical competency, innovation 
competency, environmental research and development (R&D), and export orientation have a positive 
relationship with ISO14000 implementation. ISO 14000 implementation has a positive relationship 
with both environmental performance and financial performance.  
 
Moreover, environmental performance has a positive relationship with financial performance. Figure 1, 
presents the conceptual model of ISO 14000 implementation and research proposition as follows.  
 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
4.1 The Link between External Institutional Setting and EMS implementation 
 
According to intuitional theory, the firm will confront several pressures from institutional or stakeholder 
actors such as government, customer, supplier, employee, ownership, and bonding (Lehman, 1999; 
Bansal and Bogner, 2002) particularly, many multinational corporations (MNEs) who have more pressure 
from their stakeholders (Miles et al., 1999; Sharifi et al., 1999).   
 

FIGURE 1: CONCEPTUAL MODEL OF EMS IMPLEMENTAION 
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Moreover, EMS research indicated that external institutional factors, including regulatory pressures, market 
pressures, stakeholder pressures, and ownership pressures have a  positive relationship with ISO 14000 
implementation (Darnall et al., 2000; Quazi et al., 2001; Angel del Brio et al., 2001; Bansal and Bogner, 
2002; Madsen and Ulhoi, 2003; Poksinska et al., 2003; Salmi, 2008; Darnall et al., 2008a). Hence, the first 
proposition for this study can be stated as: 
 

P1: The external institutional factors will be a positive relationship with EMS implementation.    
Specifically, the first propositions details as follows. 
 

P1a: Regulatory pressure will be a positive relationship with EMS implementation.    
   P1b: Market pressure will be a positive relationship with EMS implementation.    
  P1c: Stakeholder pressure will be a positive relationship with EMS implementation.    
  P1d: Ownership pressure will be a positive relationship with EMS implementation.    
 
4.2 The Link between Internal Resource and Capability and EMS implementation 
 
According to internal resource and capability perspective, the strengths resource and capability of the 
firm will facilitate ISO 14000 implementation and will enhance their performance (Porter, 1981). Isik et 
al. (2009), Munns and Bjeirmi (1996) also found that internal resources and capabilities e.g. financial 
resources, technical competency, leadership characteristics, experience, R&D capabilities, 
management support, employee skills, and innovation competency were significant variables that 
facilitate implementing a new project.  
 
Moreover, EMS research indicates that internal resource and capability e.g. top management support, 
quality management system, health & safety management systems, employee skills, employee 
commitment, environment R&D, and export orientation have a positive relationship with ISO 14000 
implementation (Chin and Pun, 1999; Quazi et al., 2001; Bansal and Bogner, 2002; Angel et al., 2001; 
Madsen and Ulhoi, 2003; Padma et al., 2008; Darnall et al., 2008a; Salmi, 2008). Hence, the second 
proposition for this study can be stated as: 
 

P2: The internal resource and capability factors will be a positive relationship with EMS 
implementation.    

 
 Specifically, the second propositions details are as follows. 
 
  P2a: Financial resource will be a positive relationship with EMS implementation.    
   P2b: Top management support will be a positive relationship with EMS 
implementation.    
  P2c: Employee skills will be a positive relationship with EMS implementation.    
  P2d: Employee commitment will be a positive relationship with EMS implementation.    

P2e: Quality management systems will be a positive relationship with EMS 
implementation.    

P2f: Health and safety management will be a positive relationship with EMS 
implementation.    

P2g: Technical competency will be a positive relationship with EMS implementation.    
P2h: Innovative competency will be a positive relationship with EMS implementation.    
P2i: Environmental R&D will be a positive relationship with EMS implementation.    
P2j: Export orientation will be a positive relationship with EMS implementation.  
   

4.3 The Link between EMS Implementation and Performance 
 
EMS research found that when a company was implementing ISO 14000, it lead to improvements 
both environmental and financial performance (Russon and Fouts, 1997; Darnall et al., 2000; 
Poksinska et al., 2003; Jiangning, 2006; Lee et al., 2008).  Hence, this paper focuses on the effect of 
implementing ISO 14000 in terms of both environmental and financial performance.  
 
The prior research showed that EMS implementation could improve environmental performance such 
as saving energy, increase employee welfare, reduce pollution, and environmental problems (Darnall 
et al., 2000; Poksinska et al., 2003; Gallagher et al., 2004; Chan and Ho, 2006; Sebhatu and Enquist, 
2007; Padma et al., 2008). Hence, the third proposition for this study can be stated as:  
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P3: EMS implementation will be a positive relationship with environmental performance.  
 

Prior researches also showed that EMS implementation could improve financial performance such as 
profitability, cost reduction, profit margin, increase productivity, and increased market share (Darnall 
et al., 2000; Bansal and Bogner, 2002; Poksinska, 2003; Jiangning, 2006; Lee et al., 2008). Hence, 
the fourth proposition for this study can be stated as:  

 
P4: EMS implementation will be a positive relationship with financial performance 
 

4.4 The Link between Environmental Performance and Financial Performance 
 
Based on Poksinska et al. (2003), Jiangning (2006), Lee et al. (2008) who suggested that 
environmental performance will have a positive relationship with financial performance because a 
reduction in environmental costs, including saving energy and employee welfare, will enhance 
economic or financial performance. Hence, the finally proposition for this study can be stated as:  
 

P5: The environmental performance will be a positive relationship with financial performance. 
 
 
5.  SUGGESTING FOR FUTURE RESEARCH 
 

According to a conceptual model and proposition, that presents the relationships among the 
antecedents and consequences of EMS implementation which builds on theoretical framework and 
relevance research. In the future, the researcher should collect data for testing a conceptual model 
and proposition.  
 
This research suggest researchers may be collect the data from MNE and Non-MNE to compare the 
level of ISO 14000 implementation and investigate the different of factors affecting ISO 14000 
implementation and its outcome in each category because the prior research indicated that MNE may 
be more focused on ISO 14000 implementation (Chin and Pun, 1999; Angel del Brio et al., 2001; 
Bansal and Bogner, 2002). Moreover, the researcher may be using this conceptual model to study in the 
context of globalization i.e. comparative study. 
 
In the statistics analysis, this research suggested that relationships among external institutional factors, 
internal resource and capability, and EMS implementation, the researchers may use multiple 
discriminant analysis (MDA) or logistic regression to analyze the proposition about the antecedents of 
EMS implementation.  
 
Moreover, researcher may be use MANOVA to test the proposition about the consequences of ISO 
14000 implementation and use linear regression analysis to test the relationship between 
environment performance and financial performance. Finally, the researcher may use t-test or ANOVA 
to analyze the difference between the two groups (Hair et al., 2006).  
 
 
6.  MANAGERIAL IMPLICATION  
 

Business practitioners, in both manufacturing firms and MNE are trying to gain a competitive 
advantage from their resources and capability and trying to reduce the pressure from stakeholders 
who are concerned with environmental problems. Managers of manufacturing firms need to 
understand the phenomenon of emerging ISO 14000 standards, the perspective of factors affecting 
EMS implementation and its outcomes.  
 
Therefore, this research illustrates the significant role of EMS implementation for enhancing both 
environment performance and financial performance of the firm. This research tries to explain the 
phenomenon of implement EMS that building on two theories, institutional theory and a resource-
based view, and presents the literature review of EMS implementation.   
 
The five research propositions need empirically testing. Other related factors may be additional in this 
conceptual model such as firm size, industry effect, and country effects as the control variables (Darnall 
et al., 2008a).  
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This research suggest that this conceptual model may be more beneficial, if the researchers use for 
testing empirical data in the context of globalization because ISO 14000 is the international 
environment management standard that may affect on international manufacturing firms.    
 
 

7. CONCLUSION 
 

Environmental problems have been a critical issue at the current time because everyone is receiving 
the effects from pollution.  EMS implementation is the tactic that prevents and reduces the impact of 
environmental damage. Based on EMS research, found that neither clear nor covered explain the 
motivation of implementing EMS and its outcome particularly, in the context of globalization. 
Therefore, this research attempts to investigate and identify the factors and variables which would be 
able to predict the factors affecting EMS implementation and its outcomes.   
 
This research proposes a conceptual model and research propositions that build on institutional theory 
and resource-based view of the firm, and relevance literature of    EMS implementation to explain the 
phenomenon of EMS implementation of manufacturing firms.   
 
The conceptual model postulates that both external institutional factors including regulation pressure, 
market pressure, stakeholder pressure, and ownership pressure; and internal resources and 
capabilities including financial resource, top management support, employee skills, employee 
commitment, quality management systems, health and safety management systems, technical 
competency, innovation competency, environmental R&D, and export orientation; have a significant 
positive influence on EMS implementation.  
 
The implementation of EMS is hypothesized to be a significant positive influence on both environmental 
and financial performance. Environmental performance is proposed to have a significant positive 
influence on financial performance. Also, this research presents a back ground of ISO 14000, a 
literature review that focuses on both antecedents and consequences of EMS implementation. This 
paper presents suggestions for future research that are concerned with design and methodology, and 
the managerial implications for international manufacturing firms and international business research.  
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THE SPIRITUALITY INGREDIENT IN LEADERSHIP EFFECTIVENESS 
A FOCUS ON:  SPIRITUAL VALUES CONTRIBUTING TO LEADERSHIP SUCCESS  
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ABSTRACT 
 
This study focuses on the growing interest in spiritual leadership and the ingredients in spirituality that 
contributes to leadership success .  This study will include an analysis of the numerous peer-reviewed 
studies on spiritual leadership that can be found from searching on Google Scholar.   
 
A comparative analysis was done between the search results of Google Scholar in 2014 and 2015 to 
show the increasing number of studies that are available.   
 
A condensed literature review of previous studies available on spiritual leadership were included. In 
studies of spiritual leadership, observations are made among managers, management scholars, and 
business leaders, that they contribute spiritual values in their leader-follower relationships.  
 
Keywords: Trust, values, motivation, interconnectedness, positive influence,  leadership success, 
leadership effectiveness, transformational, spirituality, spiritual leader, and religion. 
 
 
1. PURPOSE OF THE STUDY 
 
The purpose of this study is to evaluate the growing interest in spiritual leadership between evidence 
found in 2011 and the current interest in spiritual leadership.   A condensed leadership review will 
support the defining elements consistently found in leadership success.   
 
Values, humility, and ethical character, are elements supporting spiritual ingredients for successful 
leadership outcomes.  Additionally, these elements are present as a leader effectively interconnects 
to  clearly communicate an organization's vision to organization-wide members.  
 
Interconnectedness enables continuous dialogue, maintains close relationships to employees, and 
prevents distances. Interconnectedness also instills trust in members of the organization.   
 
Resistances from employees contribute do disengagement, distances, lack of communication, and 
low levels of motivation towards their professional growth and ability to contribute to organizational 
success.  
 
Disengaged employees develop false perceptions about  leaders' efforts to steer the organization in a 
positive direction. Resistances to change organizational processes, procedures, policies, and initiate 
innovative strategies result in lack of interconnectedness and engagement.  
 
 
2. CONTINUED INTEREST IN SPIRITUAL LEADERSHIP IN BUSINESS 
 
There has been a growing interest in spiritual leadership among management practitioners, 
management scholars, and business practitioners also by the rising numbers of available  journal 
articles and peer-reviewed literature on spiritual leadership such as cited in Fernando (2011) study: 
(Aydin and Ceylan, 2009), Banglione and Zimmerer, 2007, and Kardag, 2009) to name a few.   
 
Since Fairholm’s (1996) study, Fernando (2011) reported that “344,000 “ hits on Google Scholar 
“spiritual leadership is quickly gaining recognition as an attractive leadership form” (p.483) based on a 
study from Dent et al., 2005, p.68) and especially on management disciplines being one of them. 
 
This study extends the initial purpose of Fernando (2011) study of obtaining the results of the 
available literature in Google Scholar. Google Scholar is an instant opportunity to gain a quick search 
results with many alternatives.  
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Recently and prior to the publication of this study, the writer performed a search on Google Scholar 
(2014) search results precisely January 11, 2014 at approximately 10:55 a.m. and retrieved the 
following search results.  One year later the writer, searched Google Scholar (2015) the same spiritual 
leadership areas on February 2, 2015 at approximately 10:00 p.m. and provided the following results: 
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Table 1 -  2014/2015 Results of the Growing Interest in Spiritual Leadership 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Spiritual Leadership Area Google Scholar 2014 Google Scholar 2015 

Spiritual Leadership 635,000 results in 0.04 seconds  645,000 results in 0.04 seconds 

Spiritual Leadership in Business 334,000 results in 0.08 seconds  353,000 results in 0.05 seconds 

Spiritual Leadership in the Workplace 72,700  results  in 0.07 seconds  62,700   results in 0.08 seconds 

Spiritual Leadership in Organizations 223,000 results in 0.06 seconds  246,000 results in 0.06 seconds 

Spiritual Leadership in Higher Education Business Programs 125,000 results in 0.12 seconds  189,000 results in 0.11 seconds 

Spiritual Leadership in Chief Executive Officers   21,000 results in 0.09 seconds    86,300 results in 0.11 seconds 

Spiritual Leadership in Fortune 500 companies   28,900 results in 0.09 seconds    30,500 results in 0.10 seconds 

Spiritual Leadership in Fortune 100 companies   46,900 results in 0.08  seconds    48,100 results in 0.12 seconds 

Spiritual Leadership in publicly traded companies   25,900 results in 0.14 seconds    24,500 results in 0.11 seconds 

Spiritual Leadership in global firms   31,900 results in 0.14 seconds    72,000 results in 0.17 seconds 
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The retrieved search engine outcomes in both 2014 and 2015 reveal 20 results in10 different spiritual 
leadership categories which support that there is a significant interest in the concepts and application 
of spiritual leadership in the workplace and business environment.   
 
The interests also supports Reave (2005) which shared that after reviewing 150 studies on spirituality, 
the aspects that prevailed were showing respect for others, demonstrating fair treatment, expressing 
care, concern, and listening responsively.   Care concerns, fair treatment, respect, support to name a 
few contribute to the reasons managers, executives, and educators are interested in spiritual 
leadership. 
 
 
3. SPIRITUAL LEADERSHIP AND ITS ASSOCIATION WITH RELIGION 
 
One study of 305 individuals from various professional and religious backgrounds found that 74% 
identified themselves as both spiritual and religious (Zinnbauer et  al., 1997).  The distinction is 
important for the study of spirituality in the workplace and in leadership, however, because of the 
dangers of proselytizing and invasion of privacy.   
 
Religion was predominantly associated with formal organizational religions, while spirituality was more 
often associated with closeness with God and feelings of interconnectedness with the world and living 
things (Zinnbauer, Pargament, & Scott, 1999).   
 
Spirituality being more broad and generic where the values characterized in spirituality do not incline 
the leader towards a specific religion nor persuading a another member of an organization or an 
employee to join or follow a specific religion.  
 
 
4. THE SPIRITUALITY INGREDIENT IN LEADERSHIP 
 
Spiritual values that contribute to achieve organizational objectives focus on employees' well-being, 
positive work relationships, inspiring trust , and creating a positive ethical climate that results in lower 
employee turnover, higher productivity, less employee absenteeism, and sustainability (Nash, 2001).  
 
These spiritual values were found in over 150 studies that showed a clear consistency among 
effective leaders with established ideals such as: Paloutizan (2003), Dirks and Ferrin (2002), Collins 
(2001),  and Becker (2000),  supported studies of spiritual leadership contributing to performance and 
outcomes.  
 
Hendricks & Hendricks (2003)  Bates (2002);  Mackoff  & Wente (2001), Boyatzis & Mckee (2001), 
contributed supporting literature and evidence of spiritual values and practices in leadership resulted 
in better leader-employee relationships.  
 
 
5. LIMITATIONS OF THE STUDY 
 
This study focuses the growing interest in spiritual leadership and the spirituality in leadership that 
contributes to leadership success.   The study do not address theories by several scholars such as: 
Cavanagh & Bandsuch (2002),  Nadesan (1999), and Rupert (1992) where suspicion was expressed 
about spirituality in the workplace was being used to exploit and manipulate workers.     
 
Rupert (1992) had evidence of corporations had lawsuits for attending conferences such as "New Age 
Thinking" to increase sales and profitability for a dealership. The study will compare and contrast the 
true effectiveness and value of using spirituality ultimately for the great cause of the organization and 
its members.  
 
 
6. CONCLUDING POINTS AND DIRECTIONS FOR FUTURE RESEARCH 
 
This study focused on the literature available on spiritual leadership in the areas of education, 
healthcare, psychology, and management disciplines. The study does not address more specific 
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spiritual leadership styles in law enforcement, engineering, and financial institutions to name a few.  
The study presents existing literature that supports spiritual leaders to interconnect more with others.  
This study also does not address spiritual leadership used for manipulation of others or high pressure 
selling.   Future research will be to expand upon the continued interest in spiritual leadership in 
business organizations and  its positive outcomes.  Additional future research will be conducted on 
discovering whether there is a significant number of spiritual leaders in organizations that use 
spirituality to manipulate others for their benefit or the benefit of the profitability of the organization.  
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ABSTRACT  
 
Organizations continue to re-organize, re-structure, and adapt to the paradigm shift from traditional 
business practices to postmodern practices in boundaryless markets and global economies. On the 
human side of the paradigm shift to new unchartered waters, a growing number of executives and 
leaders are seeking assistance for professional and career development. Organizations are also 
using executive and leader coaches in efforts to increase organizational performance. Yet, the field of 
executive and leader coaching has limited empirical studies, theories, and models. Currently, there 
are no legal requirements to provide coaching services or create a coaching practice outside of 
obtaining a business license. Therefore, the average person could create a coaching practice with a 
minimum investment and limited coaching skills. The absence of empirical research, mandatory 
requirements, and limited guiding principles could result in potentially ineffective coaching practices 
leading to limited outcomes or in some cases, harm to the client. The field of executive and leader 
coaching has a surplus of practitioners with backgrounds and experiences including retired executives 
and business leaders, management consultants, motivational speakers, and sports coaches. 
Presently, there are a few professional coaching organizations offering training and coaching 
certification for reasonable prices and minimum membership requirements. However, the field of 
executive and leader coaching also has a growing number of industrial/organizational psychologists 
and licensed psychologists providing coaching services influenced by the American Psychological 
Association code of ethics, standards, and principles. This paper provides an overview of executive 
and leader coaching with an industrial/organizational psychology perspective of executive and leader 
coaching. 
 
Keywords: APA Ethics Code, Best Practices, Business Coaching,  Coaching Competencies, 
Coaching Principles, Evidence-based Coaching, Executive and Leader Development 
  
 
1. INTRODUCTION 
 
Coaching is rapidly becoming a widely used practice in organizations on individual and group levels 
as a part of professional or career development plans or programs (Bono, Purvanova, Towler, & 
Peterson, 2009; Kuo, Chang, & Chang, 2014; Liljenstrand & Nebeker, 2008; Williams, 2006). 
Currently in the field of executive and leader coaching, limited research exists to define effective 
executive and leader coaching (Latham, 2007; Maltbia, Marsick, & Ghosh, 2014; Wise & Hammack, 
2011), although there are numerous organizations and independent coaches offering executive and 
leader coaching services. Considering limited barriers to enter the market, becoming a coach is not 
difficult leading that could result in a large number of inexperienced coaches in the field with 
questionable coaching practices. In essence, executive, leader, and personal coaching involves 
changes in behavior or cognitive changes sought by the client or organization, which requires 
professional coaches with a background in psychology and strengths in organizational behavior, 
organizational leadership, and comprehension of the workplace environment. Thus, 
industrial/organizational (I/O) psychologists seem to be a natural fit as executive and leader coaches. 
Yet, a good research question arises, what coaching framework might an I/O psychologist use to 
provide coaching services for executives and leaders? This paper addresses the research question 
by presenting an industrial/organizational psychology perspective of executive and leader coaching. 
 
1.1 Defining Executive and Leader Coaching 

In a review of coaching literature, numerous definitions existed ranging from definitions defining 
athletic coaching to speech coaching and animal coaching. The international Coaching Federation 
(ICF) defined coaching as "Partnering with clients in a thought-provoking and creative process that 
inspires them to maximize their personal and professional potential" ("International Coaching 
Federation" 2010, para. 3). Another good definition, “A helping relationship formed between a client 
who has managerial authority and responsibility in an organization and a consultant who uses a wide 
variety of behavioral techniques and methods to help the client achieve a mutually identified set of 
goals . . . “(Kilburg, 1996, p. 142). Executive and leader coaching has a relationship with 
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psychotherapy, but significant differences exist. In psychotherapy, the therapist works with clients with 
a confirmed or potential mental illness or clients suffering from a traumatic experience. In many states 
in America, licensure is mandatory for therapists, clinicians, and school psychologists. However, 
industrial/organizational (I/O) psychologists are not required to obtain a license to practice as a coach 
or consultant in many states. In executive and leader coaching, coaches work with clients to enhance 
personal skill sets, improve interpersonal relations, and in efforts to achieve the vision and mission of 
the organization. In this sense, clients might request personal services related to personal life driven 
motives or business coaching relative to roles and responsibilities, and behaviors within the 
organization (Lazar & Bergquist, 2004). A crucial difference between I/O psychologist coaches (I/O 
Coach) and other coaches is the ability of the I/O coach to recognize client behavior requiring the 
assistance of a therapist or clinical psychologist (American Psychological Association, 2002; 
Auerbach, 2001).  
 
1.2 Barriers to Entry 

In using Porter’s (2008) five forces model, the barriers to entry in the field of coaching are low 
considering limited startup funds and no requirements for formal training, certification, or licensure. 
Likewise, the threat of new entrants is constant and substitute services are available, intensity of 
competition is a factor considering the rapid industry growth and demand for executive and leader 
coaching services (Kuo, Chang, & Chang, 2014). Experienced non-I/O psychology coaches 
recognized as experts in a given industry and management consultants would have some competitive 
advantage in a field saturated with coaches. Coaching differentiation is essential in a saturated 
market. Differentiation in coaching services offered by I/O psychologists could arise from a history of 
studying human behaviors in the workplace. For example, I/O psychologists conduct research, create 
assessments and tests, serve in recruitment and selection roles, conduct job analysis, and create 
training and development programs to increase worker satisfaction and improve the workplace 
environment (Society for industrial and organizational psychology, 2015, Spector, 2006).  
 
1.3 I/O Psychologist and Non-Psychologist Coaching 
Some researchers suggested only limited differences existed between coaching practices provided by 
psychologists and non-psychologists (Bono, Purvanova, Towler, & Peterson, 2009). However, 
experienced industrial/organizational (I/O) psychologists have a unique combination of psychology 
and business competencies that could lead to significant advantages over coaches lacking similar 
competencies. I/O psychologists are better prepared to work with clients to influence changes in 
behaviors, improve social interaction and communication skills, and using psychological and 
psychometric instruments as a part5 of personal development. Concerning non-psychologists 
coaching, some charismatic individuals could become superstars in executive and leader coaching 
services, as noted with popular motivational speakers, former football coaches, and sports figures. In 
addition, leaders and management consultants with extensive work experience and recognition for 
major organizational transformations and substantial achievements are coaching.  
 
1.4 Evidenced-based Coaching 
Executives, leaders, and organizations might seek experienced non-I/O psychologist coaches with 
years of leadership, consulting, or coaching experience. Yet, does experience equate to quality 
coaching services and evidenced-based positive outcomes? The field of executive and leader 
coaching has an abundance of coaches, but a significant weakness in evidenced-based coaching 
practices. An evidence-based practice moves beyond solely focusing on experience to conducting 
research and experiments, using best practices and models, and sound decision-making and problem 
solving to meet and exceed the needs and expectations of clients. A significant need exists for 
empirical research to increase the focus on results-driven and evidence-based practices in coaching 
(Bennett & Bush, 2009; Briner & Rousseau, 2011; Latham, 2007). In order to fill this empty space, I/O 
psychologist coaches must roll up their sleeves and conduct the work needed to add empirical data to 
the body of executive and leader coaching knowledge and use their competencies to create evidence-
based coaching practices.  
 
 
2. CODE OF ETHICS AND COACHING 
 
One prominent issue in coaching is the lack of a licensure requirement to establish a set of standards 
to regulate coaching practices. The lack of barriers to enter the executive and leader coaching 
industry creates an environment that could contain a large number of coaches with limited coaching 
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competencies and potentially unethical coaching practices (Liljenstrand & Nebeker, 2008). However, 
coaching services provided by I/O psychologists and psychologists must align with American 
Psychological Association (APA) ethical codes and standards (Auerbach, 2001, Fisher 2003, Peltier, 
2001). The APA ethics code contains guidelines and standards intended for psychologists, but not as 
a source to identify factors establishing grounds for civil liability (APA, 2002). The five APA guiding 
principles and brief description:   
 

Principle A: Beneficence and Nonmaleficence: Do no harm 
Principle B: Fidelity and Responsibility: Establish relationships of trust 
Principle C: Integrity: promote accuracy, honesty, and truthfulness 
Principle D: Justice: recognition of fairness, justice, and equal quality to all persons 
Principle E: Respect for People’s Rights and Dignity: respect of the dignity and rights of all 
people to privacy, confidentiality, and self-determination. Psychologists should not participate 
in activities resulting in unethical outcomes (APA, 2002, pp. 1062-1063).  

 
Applying APA ethics codes and standards could lead to conflicting issues considering practices 
acceptable in organizations might not align with APA ethical codes and standards such as 
confidentiality of information, conflicts of interest, or relationship issues if working with various 
organizations within the same industry. However, I/O Psychologists must comply with the APA ethics 
code and guiding principles. 

 
 

3. COACHING CERTIFICATION   
 
As noted, limited information exists in literature on coaching standards or coaching qualifications. 
Therefore, limited information exists on what defines an executive or leader coach, coaching 
competencies, or measurable outcomes (Maltbia, Marsick, & Ghosh, 2014). In addition, a license to 
provide coaching services is not required just as a coaching certificate is not a mandatory 
requirement. However many individuals and organizations using executive and leader coaching 
services desire evidence of coaching credibility prior to hiring coaches. The International Coaching 
Federation (ICF) and International Coaching Community (ICC) are two major organizations providing 
coaching training and certification. Each organization has a list of core competencies.  
 
3.1 ICF (2015) Core Competencies:  

1) Setting the foundation- unambiguous ethical framework and standards   
2) Co-creating the relationship- trust and respect  
3) Communicating effectively- Effective communication skills  
4) Facilitating learning and results-setting goals, objectives, and plans. (para. 3)   

 
3.2 ICC (2014) Core Coaching Competencies:  

1) General- coaching standards 
2) Knowledge- coaching field 
3) Relationships-respect and trust  
4) Listening- attentiveness in coaching  
5) Self-management- self-monitoring in coaching relationships  
6)  Enquiry and questions- defining issue on hand, 
7) Feedback- provide feedback to coachee,  
8) Goals, values, and beliefs- establishment of a clear plan and framework,  
9) Designing action and tasks. (para. 1) 
 
 

4. COACHING COMPETENCIES 
 
In reviewing literature on effective coaching, some similarities exist with ICF and ICC competencies 
such as communication, active listening, powerful questioning, collaboration, good interpersonal skills, 
evidence-based orientation, and using results-driven plans (De Haan, 2008; Passmore, 2010; Starr, 
2002; Stober & Grant, 2006; Wise & Hammack, 2011). Another group of coaching qualifications 
includes competencies in decision-making methods, problem solving techniques, goal setting, 
brainstorming, group dynamics, and proficiency in strategic planning methods (Whitworth, Kimsey-
House, Kimsey-House, & Sandahl, 2007). In coaching relationships, good communication, trust, 
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fairness, and empathy are essential in establishing good relationships (Flaherty, 2005). Executive and 
leader coaches must be willing to develop strong relationships, enhance communication and social 
skills, and find methods to influence knowledge creation (Wise & Hammack, 2011). In addition, noted 
attributes of good executive and leader coaches include experience in developing executive and 
leader coaching programs, leadership seminars, and mentorships (Liljenstrand & Nebeker, 2008).   
 
 
5. KEY PRINCIPLES OF COACHING 
 
The key principles of coaching begin with fundamental principles beneficial to the coach and client 
including, professionalism, honesty, trust, relationship building, protection of private information, and 
commitment to the client and program (Passmore, 2010). Some key principles are applicable in 
different forms of coaching, although a universal set of key principles does not exist. In coaching 
literature, there are numerous key principles. The selected key principles of coaching for this article 
focused on principles leading to positive outcomes for the client and the coach relative to coaching 
effectiveness and results-driven outcomes.  
 
The first set of key principles also serves as the selected coaching model for this article (see section 9 
Auerbach's (2001) CAAACS model). The second set of principles selected for this article is Stober 
and Grant's (2006) seven principles of effective coaching. Stober and Grant's (2006) seven principles 
of effective coaching involved a cross theory approach to integrate core principles into a set of 
principles found in effective coaching. The seven principles align with Stober and Grant's (2005) focus 
on the importance of using evidence-based coaching to generate positive outcomes. 
  

1) Collaboration – Good working relationship between coach and client  
2) Accountability- coach and client create an action plan to measure progress and establish 
milestones 
3)  Awareness- Highlighting areas for change and client being accountable for needed 
changes  
4) Responsibility- client, through application of steps 1-3, is responsible for change 
5) Commitment- coach must influence client commitment to the action plan.   
6) Action- coach monitors client progress and adaptation to change 
7) Results- coach and client create measurable outcomes aligning with expected results.  

 
The key principles are broad and clearly focused to provide evidence-based and results-driven 
outcomes created by the client and coach, although the outcomes are dependent on the client's 
motivation to obtain targeted outcomes (Smaby, Harris, & Maddux, 1996). However, new coaches 
might find some difficulty in applying Stober and Grant’s seven principles in comparison to Auerbach' 
CAACS model, which provides more detail and instruction for application. In each set of principles, the 
coach and client could receive positive outcomes based on client's attainment of targeted goals and 
the coach's ability to create an effective coaching practice leading to mutual benefits for the client and 
coach (Passmore, 2010).  
 
 
6. THEORIES USED IN COACHING 
 
In a thorough review of executive or leader coaching literature, limited information observed on 
executive or leader coaching theories. Therefore, the limited theoretical framework also provides an 
explanation as to why coaches might use a variety of theories in working with clients. Some coaches 
might use a model, checklist, or process with all clients. I/O coaches use theories to guide the 
coaching process such as social learning, goal setting, motivation, leadership, or other theories, 
depending on the individual, type of industry, culture, or requested areas of development. The use of 
theories in coaching is a significant approach to develop evidence-based coaching practices (Latham, 
2007). Three selected theories I/O psychologists might apply in coaching services are the 
psychodynamic, behavioral process, and assessment theories.  
 
6.1 Psychodynamic Theory/ Approach   
The psychodynamic theory approach focuses on personality through the subconscious and 
consciousness of clients to influence change based on insight, clarification, and self-awareness of 
personal strengths, weaknesses, and opportunities for improvement. Coaches using this approach 
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must have a good understanding of the theory in order to provide deliverables sought by the coachee 
or the hiring organization. The psychodynamic view is a thorough process that can result in positive 
changes in working relationships, improved communication skills, and influence self-initiated training 
and personal development. Some disadvantages of the psychodynamic theory approach are 
substantial skill set to use the theory, obstinate clients, and inefficient interventions could lead to poor 
outcomes for the client and organization (Kilburg, 2004).  
 
6.2 Behavioral Process Theory  
The behavioral process theory approach focuses on comprehending the dynamics of human 
behaviors. In a workplace environment, specific stimuli can influence reactive behaviors in people. 
The behavioral process relies heavily on different forms of reinforcement to influence changes in 
behavior (Vakola & Oreg, 2002). The reinforcement can be positive or negative, intrinsic or extrinsic, 
and fixed or variable in nature. The consequences of the behaviors can influence similar behavior or 
the opposite behavior. For instance, rewarding good performance can influence future good 
performance depending on whether or not the individual recognizes the reward as valuable. The 
strength of behavioral process theory occurs in the nearly immediate reactions to changes in the 
stimuli that are measurable and in most cases predictable. The disadvantage is overuse or incorrect 
use of reinforcements resulting in negative outcomes to the individual and the organization. Another 
disadvantage is associated with difficulties in determining the root cause of behavior or in isolating the 
behaviors into measurable quantities (Peltier, 2003).   

6.3 Assessment Theory 
The assessment theory is one of the primary theoretical frameworks applied in coaching leading to 
positive outcomes and interpersonal skill improvements. The assessment approach involves using 
interviews, self-reports, tests, and multi-rater 360-degree instruments, along with observations made 
in the client's workplace. The assessment process involves gathering data on the client, and then 
working with the client in identifying strengths and weaknesses, along with opportunities and threats 
associated with career advancement, effectiveness as a leader, and contributions to the organization. 
Using data obtained in the assessment, the coach can assist the client in creating a personal action 
plan to increase performance or remove weaknesses (Friedman & Schustack, 2009). An area of 
concern in using assessments is using valid and reliable tools and instruments to strengthen the 
assessment process. One of the major disadvantages arises when coaches lack competencies for 
correct application and evaluation of psychological testing and measurements. Another disadvantage 
is in protecting the confidentiality of personal data. The organization funding the coaching session 
could request information obtained in the assessment process to store in employee records or to use 
in client’s annual evaluations. This could result in an ethical concern for I/O psychologists concerning 
potential violation of the APA code of ethics, principles, and standards (Fisher, 2003). 
 
 
7. COMPREHENDING THE BUSINESS ENVIRONMENT 
 
Executives and leaders generally have personal or career-oriented concerns involving job security or 
advancement opportunities. The I/O psychologist coach must have a good understanding of the 
executive or leader’s business environment. Most I/O psychologists should have substantial 
knowledge of the business environment, along with knowledge of organizational behavior and human 
resource management (Passmore, 2010). Business organizations use profit motives and increasing 
shareholder value as drivers, which requires coaches to create a balance between cooperative and 
competitive views along with integrating client concerns and organizational needs (Peltier, 2001). 
Nonprofit organizations are not profit driven, but share the same focus on good leadership and 
optimum organizational performance. Coaches lacking a good understanding of the business 
environment could face some difficulty in aligning client needs with the vision and mission of the 
organization (Schnell, 2005).  
 
Changes in organizational structures and designs, political arenas, and global communities are 
creating gaps between traditional business models and new business models. This paradigmatic shift 
creating the gap emerged through rapid growth in information technology, mergers, acquisitions, and 
growth of multinational and global corporations. The paradigmatic shift requires leaders to use 
different mindsets requiring critical and system thinking, creativity, and flexibility to drive change. I/O 
coaches can assist in closing this gap through good leadership coaching with executives, leaders, or 
groups of leaders in the organization (Passmore, 2010).  
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7.1 Business Coaching 
Business coaching is a new focus of coaching gaining popularity among small business owners and 
professionals creating private practices such as with dentists, medical doctors, and entrepreneurs 
lacking business backgrounds or merely struggling in owning, managing, and operating a business 
(Conte, 2002). Obviously, there is a blurry line between business coaching and management 
consulting, although business coaches tend have close working relationships with organizational 
owners and employees using a type of process consulting (Schein,1999) for decision-making, 
problem solving, and knowledge creation (Clegg, Rhodes, Kornberger, & Stilin, 2005). Obviously, due 
to the substantial failure rate of small businesses, business coaching could provide needed 
assistance, although many small businesses might not have the funds to hire business coaches, 
which could be expensive considering the long-term relationship (Porter, 2000).  
 
 
8. OUTCOME-BASED COACHING  
 

Limited empirical research exists to support positive individual or organizational outcomes noted by 
executives, leaders, consultants, and coaches (Feldman & Lankau, 2005; Packard & Jones, 2015). 
Outcome-based consulting (coaching) models should contain content and process frameworks, are 
conceptual, evaluation focused, use theory, and have a problem focus with evidence of positive client 
changes (Smaby & Maddux, 1996). A notable five-stage outcome model designed by Smaby and 
Maddux (1996) can serve to create evidence based measurable outcomes indicating a positive 
cognitive or behavior change. The outcome-based methodology consisted of five stages whereas in 
each stage (two week period), the coach interviews the leaders who in turn complete an Interaction 
Between Supervisor and Staff instrument for each direct report. The five stages: 

1. Working relationships- focus on social influence, behaviors, and environment.  

2. Assessing attitudes and behaviors- Maslow's Need Hierarchy used to comprehend 

client's actions and promote self-awareness, and to recognize signs of ineffective 

behavior. 

3. Setting goals-Using Maslow's Need Hierarchy, assess client's level of needs and set 

goals for change.  

4. Implementing Strategies- use influencing skills to assist client in creation of motivation 

intervention strategies to use with direct reports. 

5. Evaluating- help client to categorize content, feelings, and impact, along with 

providing insight and skills for improvement in supervisor's social interaction and 

communication skills. 

A key point noted in using this model is the client’s participation in creating the measurable criteria 
along with milestones and benchmarks. In order to determine the effectiveness or outcomes of the 
coaching-client relationship and coaching program, measureable outcomes are essential. The coach 
and client can use documented improvements noted in team, department, unit performance levels, 
and annual performance evaluations. In addition to using organizational performance metrics, the 
coach can establish a baseline to generate data indicating accomplishment of the goals or objectives. 
The coach and client must establish performance metrics early in the coaching program and review at 
different times during the program to monitor performance and progress. Establish success factors 
include engaging people in the organization, use experts as needed to increase value and credibility 
of the program, demonstrated dependability, and adherence to timelines, meetings, and other events 
sponsored by the organization. The coach's success arises from adequate client participation in the 
coaching relationship and satisfied clients (Passmore, 2010). 
 
 
9. THE COACHING PLAN  
 
In working with executives and non-executive leaders, there are numerous approaches available in 
the field, although the recommended coaching plan is Auerbach’s (2001) CAAACS model. Four 
critical steps in the coaching plan include: 
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1) Include a mental health questionnaire in the coaching package,  
2) The coaching agreement should clearly state the coach does not offer psychotherapy or 
treatment for mental illness.   
3) Reiteration that the services are not psychotherapy 
4) Review coaching agreement to clarify information and require business executive to sign 
documents acknowledging executive's intent to notify the I/O coach if mental health issues 
arise (Auerbach, 2001).   
 

The coaching agreement must contain details on confidentiality issues and disclosure of information 
a) if ordered by the courts, b) if the information indicated previous illegal or unethical activities, or c) 
has the potential to cause harm in the future. Coaching agreements contain guidelines of the 
coaching services, ethical and legal parameters, policies, procedures, fees, length of service, and 
terms of service. Upon acceptance of the coaching agreement, the coach and client create the six-
steps in the CAAACS model (connection, assessment, articulation, action, commitment, and support) 
(Auerbach, 2001). 
 

1) Connection- involves creating an alliance with the business executive and building a 
relationship of trust, open communication, and sharing information on family, hobbies, like 
and dislikes, etc. the goal is to reduce change resistance, fear, or uncertainty that might exist 
in the first interviews and meetings. A coach’s role in a collaborative relationship with clients 
involves excellent listening, inquiry and reflection skills, along with substantial working 
experience or expertise in the client’s area of work (Starr, 2002). 
 
2) Assessment- An assessment can contain tests, interviews, historical data, or techniques or 
methods design to determine aptitude, achievement, motor skills, personality, or behaviors 
(Cook & Cripps, 2005). Popular assessments used in coaching include Myers-Briggs Type 
Indicator® (MBTI), Fundamental Interpersonal Relations Orientation-B® (FIRO-B), and the 
California Psychological Inventory® (CPI) to collect information on the client’s personality, 
preferences, and interpersonal skills (Schnell, 2005). Another instrument used in coaching are 
360º multi-rater instruments to collect information on the client based on personal views and 
perceptions of co-workers, leaders, direct reports, and perhaps family members. Obtaining 
access to mentioned assessments might require evidence of psychology education, 
advanced degrees, or successful completion of a certifying program as required by copyright 
holder. 
 
3) Articulation - In creating goals, coaches should not guarantee a positive outcome due to 
unexpected activities or events that could arise that are outside of the control of the coach or 
client. Major changes and different situational factors can have a negative effect on the 
coaching relationship. This level of uncertainty requires a coach who has a good 
understanding of the client's environment, models, and concepts to prevent misdirection in 
working with clients. The coach will assist the client in creating drafts of the first two goals, a 
learning contract, and a personal action plan, which are good approaches to use in identifying 
goals, objectives, milestones, and a timeline for the beginning and end of the coaching 
session (Auerbach, 2001).   
 
4) Action – After a thorough review of the collected data, the coach and business executive 
work together to create a learning contract focused on training, materials, activities, or 
exercises to increase skill sets or develop a new skill aligning with learning contract. The 
coach also works with the client to create a personal action plan to serve as a map to 
establish a timeline, identify milestones, and the target the activities indicating successful 
completion of goals, milestones, and measurable outcomes leading to the expected results 
(Peltier, 2001).   
 
5) Commitment - The client’s growth is dependent on participation and commitment to the 
learning contract and personal action plan. The co-creation approach can increase 
participation and commitment, which requires personal accountability from the clients. Clients 
usually have an agenda of areas needing in improvement or development, and the coach 
should work with the client to redesign or modify the client’s agenda to align with data 
collected (Auerbach, 2001). 
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6) Support - the coach is involved in a collaborative relationship and should not over-step the 
boundaries between being in a supportive role and a directive role. If the coach is in a 
directive role, the client might decide to follow directions rather than taking the initiative to 
obtain targeted goals, milestones, and adhere to the learning contract or action plan (Starr, 
2002).   

 
 
10. CONCLUSION 
 
Executive and leader coaching involves influencing leaders to change behaviors, attitudes, and 
perceptions in a positive move to maximize personal performance, improve quality of life-standards, 
self-awareness, self-control, stress management, and contributions to the workplace. I/O 
psychologists have an advantage in executive and leader coaching considering I/O psychology is a 
science devoted to the study of human behaviors in work-related organizations.  
 
The executive and leader coaching field lacks a theoretical foundation rooted in empirical research for 
adequate grounding in the body of knowledge. However, the field of executive and leader coaching 
continues to grow in response to demand by individuals and organizations seeking assistance for 
professional development and higher levels of organizational performance.  
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