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ORGANIZATIONAL CULTURE
‘A SIGNIFICANT VARIABLE
IN THE ORGANIZATIONS’

By
Ansar Mahmood.
PhD Researcher.

Every organization has a culture of its own which
is peculiar to that organization. It 1s important for the
administrators to know the prevailing organizational
culture — for successful — management  of  the
Organizations. Organizational  culture s manifested
from various indicators ¢.g.. organmizational stories and
legends,  physical  structures.  rituals, — ceremonies,
wraditions,  language,  beliefs —and - symbols.  The
organizational — cultures — of - military —and  police
organizations — are  forced — ones.  Public-sector
organizations have different organizational  culture
from those of the private-sector organizations. There
are chances of vartous shades of sub-cultures in the
huge organizations.  Organizational — culture  may
enhance or impede the effectiveness and efficiency of
amy oreanization. The organizational culture can he

changed, but it is not an easy job.

KEY WORDS:  Oreanization, culture, organizational
Culture, effectiveness.
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DEFINITION AND CONCEPT OF
ORGANIZATIONAL CULTURE

Every organization, whether big or small, possesses 3
culture. which is peculiar to that organization, and depends
on host of factors. The organizational culture 1s a frequently
used but least understood term. It is worthwhile to define
the terms ‘organization’ and ‘culture’ first of all, and
subsequently talk about organizational culture.

( reanization is defined as ‘organized body or system
or society”  (Allen, 1985). Griffin  (1997) definss
fl})'lf:ff”{:({“n” as “A group of people working logclhcr n .1‘
structured and- coordinated fashion to achieve a set O
oals.”™ So the human beings are an inevitable constituent

il > . ] ‘
% ‘ 131 dn OrZamzation, (Jn[[m (]()()7‘ P.q“) defines u[lllil»l
4 "The set of valye embers

s that help an oreanization’'s !
understand wha It st [ ¥ | whit

ands for, how it does things. ant
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Organizations generally do not have the untform or
homogenous cultures. I‘ullmns-(.’.().{)ﬁ) says .lhul there may
be subcultures in any urg:nuz;}llun. . There may be
monoculture or multicultures within the samce organizations.
A subculture is a set of values shared by a minority, usually
asmall miority of the organization’s members,

Robbins (1980) observes that culture (.li‘l'(’crs in terms of
cconomic, technological, social and political S}'Slc'"s" A
practice that is successful in America may fail miserably in
Pakistan.

We o cannot  direetly  see  organization’s 'L‘Lll‘[lll"li'!:
assumptions, values and beliefs. Instead lhg :n:g:d:1:{11_"‘:..";::\,
culture is deciphered indirectly lhll'Ol'gh ‘"'“[‘“_li' . 'ni-:m'j\‘
e the observable symbols and slg“-‘*.‘.’r al m.g,dlilﬂ
culture, The broad categories of the artifacts arc:

b g 3 oends
L. Organizational stories and lege

2. Rituals and ceremonies
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3. Lanpuage
4. Physical structures

5. Symbols

There is a wide range ol organizational cultyy. »
Hellriepel & Slocum (2004) describe some of the 1y, h"
organizational culture as:

Culture, Forced culture ctc.

It is interesting to note that an addition of word cultyy,
with any word gives risc to a new Lypc of culture C.p.
corruption culture, avoidance culture, reward culture apg
punishment culture. Organizational behaviuor, apart from
other factors is based on the organizational culture. The
rescarch in the field of organizational behaviour an
organizational culture gained momentum in carly cightics.

IMPORTANCE OF ORGANIZATIONAL CULTURE

The organizational culture carries special significance
for the organizations in terms of enhancing or impeding the
organizational efficiency and effectiveness. The
organizational culture varies from organization to
organization and from time to time in the same
organization.

The members of any organization, who do not conform
to the organizational culture of any organization, ar¢
ostracized, and those who conform to the very culture ar
protected and rewarded. It is not an casy job to change am
organizational culture abruptly. Anyhow the org;miz;mnlhl!
culture can be changed over a period of time.

McShane ‘& Travaglione (2003) note that the assumptions:
values and  beliefs that represent  the orgunizulionall
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hch-l\l“ll" Qpcrulc hcnuulh the surface of ore
pehaviour I'hey are not lllll‘L‘L‘ll_\' observed. ver 1
are t""“-\'_“-httw' Assumplions represent (e -tlut‘hcxx o
the 0"}1‘““/““(“"" culture because they are 1i|u:u|mcinl:;l-”- .
aken for granted. An m:g:mizulinn's cultural ,"'h[.,\h ,.md
yalues are somewhat casier than assumptions o chi ;I‘“fl.
pecause people arc awarc of them. Beliefs rt:hu'c.c.cntl 1lI:|.
imﬁ\-idunl's pcn:ccptlon of reality. Values are more c.t-ahl.-b
long-lasting beliefs about what is important. Thy hcl;:; ‘m lLU
Jefine what is right or wrong, good or bad, in the world |

anzationagl
her cllivels

Regardless of its nature, however culture is a powerful force
in organizations, one that can shape the organization's
overall effectiveness and long-term success. The culture of
the organization may not be clearly observable. It may be
hidden and intangible. The administrators must understand
the current culture and then decide if should be maintained
or changed.

Culture is especially important environmental concern for
organizations. Managers must understand that culture is an
important determinant of how well their organizations will
perform. Culture can be maintained and managed in a

number of different ways.

Robbins (2003) emphasizes that leadership is culturally
bound. Leaders must adapt their style to different cultures

Martin (2006) is of the opinion that in any organization

three levels exist. The first level is the individual. At this

level the main thrust is to motivate the employces SO Ih;lE

‘]h@_\' will meet the wishes of their employcr: l'l'l}“"::;“::

evel cons;i orann where management 10CUses &

relali(mshsilpfstS ;;:::: De:s:;)];oyccs and the formation of a
o

: : . ion itself and
group identity. The third level is the Of ganization itscl
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VICROPOLITICS IN ORGANIZATIONS
All the human organizalions are politicizeds the deyree o
polititicization iy ditter. Some are highly politicizeg
come are moderately pnlllu'l/wl and - some care Jow |y

pnlrlit'l/vd.

Greenbere & Baron (1997) opine that organizationa]
politics is the hallmark ol the public sector organizations,
Kinicki & Kreitner (2003) define organizational politics as
the intentional enhancement of sell=interest. Mceshane &
Travaglione (2003) talk ol mucroicropolitics and political

networking in the organizations,

Kinicki & Kreitner (2001) give example of wolves and

describe their qualities as dedicated team players and great
communicators-two — key  success  faclors  in o e
l\'\l'(';?-J‘(pl:lcc_ Wolves work hard and play hard. They plll'.;llt'
j":’;[\'itliZ:}zh\\-|::,"L,'.::.l,l,UT."‘V and ll:l't.‘lt.‘.\'h"}’- Similarly Ilhv
man the preseny (l:t_\," (‘)'r;;’liijl‘l‘il{')l:]‘ll1”I\' and group dynamics

Kinicki & Kyei

& Kreitner (2 .

political 1, -t'--'“]u (200T) also describe the following
dCUes m the (’|'Hillli/;|{i()||g-

P A ATAl -h . v
Hacking o blaming ofhers
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Ceoree & Jones (T990) hold that althougl organizationy|
,‘]];,ﬁ 1s an essential ingredient of an organizational |fe
q power strugeles sap the strength of an organization
u.ulc resources, and  distract  the organization t‘rnml
Lchieving its goals.
“ru;miz'llinnal politics is  an Integral part  of the
organizi ational culture, and the managers and administrators
must be aware of and adept in the political tactics for
successful - management — and  administration  of the
organizations. Politically naive administrators are exploited
at the hands of the experienced ones.

INSIGHTS FROM ORGANIZATIONAL CULTURES I\
PAKISTAN

There are some interesting similarities and  differences
between cultures in ]}llh[iC Org;lni/ulions and cultures
Prvate sector organizations in Pakistan. The ditferences, m
particular, are vital for the administrators and the new
trants. They  should  bear in mind  these cultural
differences for adjustment in these organizations.
The multinational organizations have a tinge of then
"W The Pakistan army, the biggest organization has @
fore and homogenous culture due to consk nt transfers
angd reshufMling of (he personnel. The police have difterent
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| culture. IUis also a forced ¢
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akistan is Pakistanized, "t

shades of nrg;mi/nlion;
The corporate culture in P

Similarly banks in p“kisl:lﬂl ]”'W.I!I_Ci" peculiar Cultyy,,
C|I;ll'ilClL‘I'i/-Uli by an outstanding (Ill[cr"chF from o
oruanizations. The public-sector organizations  map;j,,,
i roughness and stiffness - behavioyy, The
organizations also have various shades of
organizational culture, depicting to grcul‘ cx.lcnl the cultyre
urhthc town or the city they are functioning in. All
anizations in Pakistan have to take carc of the cope

somewhat
private-sector

org
values of Islam.

IMPLICATIONS

Organizational culture of any organization has
certain implications e.g., as Decimone, (2002) has pointed
out that organizational culture can also have a strong cffect
on individual behaviour. Robbins & Coulter (2000) are of

the opinion that the successful organizations have certain
cultural variables different from those of non-successful
ones. Organizations may possess weak or strong
organizational cultures. The dimensions of organizational
culture are; attention to detail, outcome orientation, pcople
orientation, team orientation, aggressiveness, stability,
innovation and risk taking. The content and strength of an
organization’s culture also influence ethical behaviour. An
organizational culture takes a long time to form and, once
established, it takes to become entrenched.

N‘I’:'“’C‘?‘ﬁ & Neale (1990) observe that organizational
culture is also affected by the organization’s environment.

Mcshane & Travaol: | .
the Ic‘(ldtrj"rm aglione (2003) observe that culture affects
respond L],I.L:-jswle because it influences how followers Wil

- weaders cannot and should not just choose theil
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s peely. They 85 constrained by the cultural conditions

SI}:‘; follow €T have come to expect. For example (3‘:

:?:;TC“" leaders & expected 1o be paternalistic 10\\.1r:.l
- l’]““"cS Arab lcaders who show Kindness or generosity
c.n out bemég asked to do are perceived as weak by other
Japanese leaders are expected to be humble and
nfrequently. And Scandmavian and Dutch 'lcar:lurc.
out individuals with public praise are likely to

fividuals rather than energize them.

p cuL in
single

‘mb‘m' ass 1hose 1
¢

Coulter (2000 are of the opmion that one

Robbims A
.oncluston that surfaces from leadership research s

general ¢

hat cffective jcaders do not usc any simgle stvle. They
adjust thenr st\lu to the situations. One slud) ol Asitan
| cadership avles  revealed  that  Aswns preterred
jeaders Manapcers who were competent Jecision makers,
eftectny ¢ cumnmmc.llms, and supportive ol cn‘ph)}ccg.

ni 1OST )Y W hile desc nhum the or _y,n“;_u;u“..] culture. as

4 bearer of authonty. notes that hike all workplaces, an
educanional organization s charactenzed by a distinctive
()ILJI'II.".IIIUH.II culture means, the
what 1s acceptable and what 1s
t the organization chenshes

(Owe
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porms that inform peoplic
not. the dommant values tha
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pions and beliefs that arc
mzation, the rules of the
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Hellrieeel, A Slocum (2004) opine that nr;-,;lnlf;llu,,,..'
L'ullurc"v;m influence cthical behaviour of employecs "';tl
NUINALCTS, ()r'g:;lni/;ltinn:ll justice rullccls_ .”W extent g,
w hich people pu.'rcvi\'t' that they are treated fairly at work
Cultural sensitivity (raining, and cross-cultural training iy .,
new organization, the culture of
which is different from that the individuals or employeg,
entrants  (Decimone, 2002). Most of (e
ations take carc of this aspeet ang
heir employees before their posting

must before joinmg

who arc new
multinational organiz
impart such training to 1
in different organizations.

IMPEDIMENT/ ENHANCER FOR EFFICIENCY
AND EFFECTIVENESS

The culture of an organization may impede or enhance the
efficiency and clfectivencss of an organization. According
to George& Jones (1990) resistance to change lowers an

organization’s cffectiveness and reduces the chances of
survival. Organizational incrtia tends to maintain the status

quo of an organization.

The evidence is fragmentary at present as to whether certain
specific kinds of organizational cultures promote grealer
effectiveness  in  educational organizations? However.
considerable evidence for the idea that certain kinds of
organizational cultures create improved orgunimlional
performance is emerging from the studies on business
corporations. For example Bolman & Terrence (1997) have
contended that it is the strong organizational culture that
dlslfl]gll.IShCS the high performing companics from less
perlorming companies in the competitive markets.

"o { , . 2 .
Ahrne (1994) and Canessa & Riolo (2003) hold th
AN 4 f
organizational  culture can enhance performance )
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(oll,\.\'(;l\'(; THE ORGANIZATIONAL CULTURE
wCultural change 15 4 complex process of replacing an
paradigm or W of thinking  with another”
([)ccmlnm‘. 2002, p.004)
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as best expressed in Kart Lewgy '
* Hinyg,,

This notion WV

(reeze” model quoted i . o |
D200,

).

cunfreesze change

Luthans (2005)  suguests the  following  puidelyy,.. |
i 'J]

change arc:

Assess the current culture

§cl realistic goals that impact on the bottoy,
line.

- Recrutl outside  personnel — with industry
experience, so that they arc able to interye
well with the organizational personncl.

Make changes from top down, so that 4
consistent message is  dehivered  from gl
management team members.

Include the employee in the culture change
process, especially when making changes in
rules and processces.

Take out all trappings that remind the personncl
of the previous cultures.

Expect to have some problems and find people
who would rather move than change with the
culture and, if possible take these loscs carly.

to  build

- Move quickly and decisively
the

momentum and to defuse resistance 10

new culture.

- Stay the course by being persistent.

~ McShane & Von Glinow (2003) are of the opinion
that in spite of the founder’s effect, subsequent leadcers cun
break the organization away from the founders valu
they apply the transformational leadership concepts.

s |
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Scel (2000) concludes,

What i

be Penalized ynq

W h

1 .'r 2 - ¢ . .
We start 10 rca]hze that _organizations cannot b
panged according to plan or desire; instead the bes ¢
ng - ' ; C can
fo is 10 Ty to build new connections and relalionships 50
(hat a process of self-organization can take place™ ‘

According to Osborne and Plastrik(2000), the first thine
vou have 10 take pcople out of their old assumptions. l;
science. the key 1s what Kuhn (1990) calls "anomalies” -
problems the old paradigm cannot solve, realitics it cannot
explain. facts it cannot admit to be true. As these anomalics
pile up. people begin to lose faith in the old paradigm. Thus
the manager needs to develop a change strategy. which will:

« Introduce anomalies and help people to perceive
them.
« Provide a clearly defined new paradigm.
o Build faith in the new paradigm.
o Help people let go of the old paradigm.
«  Give people time in the neutral zone.
« Give people touchstones.
« Provide a safety net.
Transfers and intermixing of members of variots
Organizations can bring about the change In :
Wre,  According {_0 [uthans (2003) the m.‘.-cm:l

: ot ie difficult o
Stakeholders support the existing cultures so 1L1S diftic

che  Jear vision and
hange iy organizational culture. Anyhow, clear !

or&zum/;nin:nll
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Culture is an intricate concept with hundreds of
o complete agreement on thjg

definitions. There 1S N

concept. N
Gehein (1992) acknowledges that. even with rigorous
we can only make statements about clements of

study. I 17l

culture. not culture 1n1is entirety. Ditterent orgamzations

have different cultures, W ith varous shades of sub-cultures,
jevels of culture: artifact,

Schem( 1999) identifies three
and  basic underlyimy
(1081) savs that  difterent

cultural demands

&IHSIII]IPIIHII.\

espoused  values,
(Griftin, 1997, l.uthans

organizations have  ditferent
()rg;mimlinn;:l culture 1s a cnitical vartable and  root

metaphor in the present day organizations.
The importance of organizational culture can neither be
ienored nor underestimated in the modern organizations.

Al the cultural factors are to be borne in mind {or the
efficient and effective management of any concerri.
YOWET

| “'c rarely find anv modermn organization without |
]m]lII‘L‘:s in 1. The gradation of political activitics m} differ.
Ifnlmc;il‘ moves are also part of organizational culture.
.\.ucc_p.ssml managers are well are ol'lhchlmlilic;tl mancuvers.
. “( 'F'”L-lmy an - organization 1S Messy. cnmplic;llcd
ll:;m;:m;-\c sl:::ilxnllx ::’L‘ITICI' ind Heskett (1992 i:]tlnflhﬂ
become more c%l'ihT q ‘Lk.nmu l(’l!gl.u:r”us ;);-g;un/.rl_“‘_' r
o re established and successful. The very bascs 10
dcompany’s carlier success i

’ suceess can prove to be hindrance®
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Changes under new and diltereny
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pecd® hich existed previously, Faio,
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“ITHH

;husul-ll « other organZations i e World
\ ) ' ( L/
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pizations 1 Pakistan have cultures o then m\ .
A ’ 2 i b PR Wl W\
01" hae and blend of overall culiyyy) values o
the W= SHES o theyy
~m'1'nnmlmg.h-

(}I-.';mi/ullmml culture  may  have

far  reuch;
" toe . t(k (¥
jcations like alfecting  the  ethicy] 10

mp! behaviour o

employees: -z 3 -

Cultural change 1s neither casy nor foolproof, 1y can
ke ime - at lc.usl one year, more likely between three and
oy vears - and it takes effort and vigilance. A great deal of
‘mli-cncc and long-term support is needed.,

Viuch recent research into consequences of corporate
~ultures  has focused on its functional or beneficial
outcomes. For cxample, specific corporate cultures have
heen widely viewed as favorably affecting an organization’s
srategy, structure, communication, and decision making
(Peters and Waterman, 1982; Collins and Porras, 1994:
Collins, 2001).

Kotter and Heskett (1992) conclude that corporate
cultures can have a significant impact on a firm's long-term
cconomic performance. Corporate cultures are an even
more important factor in determining the success or failure
of firms in future. Corporate cultures that inhibit strong,
long-term financial performance are not rare; they develop
casily, even in firms that are full of rcasonable and
mtelligent people. Although tough to change, corporale

cuhure can be made more performance enhancing.
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~ONSTRAINTS IN THE EVALUA '
" oF HRD INTERVENTIONS
By

Atig ur Rehman
’hD Scholar,

ON

L IN'I'RODUCTION

Organizations of toda_y are facing complex natyre of
problems and ever new torm_of challenges, as they are
exposed to fast changes occurring aﬁround them. T |-1Cy heeq
to be change friendly instead of being change resistant, 4
change is an important measure of growth in present days’
world of high volatility. But change is not an easy thing to
bring in, manage and control for managing success oy
sustainable basis. This demands development of gy
environment in the organizations which is highly conducive
to change. This is the training which makes t(he
environment conducive for change In the organizations
(Smith, 2001, p. 14). That is why “forward-looking
organisations” view training as a valued investment (Vyas,

2004).

Training is an 1mportant predictor of economic
performance, in all countries (Almeida-Santos and
Mumford, 2006), and economies of today arc m
tremendous pressure to increase the skills of théir
workforce (Richardson, 2004). They need to nurture the
culture of continuous learning and improvement. In
recognition of this fact, investment on human capital
development is on rise across the globe.

N But devglopment of skills of workforce is very
\;{12‘['2?1‘[’6_ (Rlcha_l'dson, 2004) and such intervention 80
astetul, 1f leaming is not transferred to work, even if the


https://digital-camscanner.onelink.me/P3GL/g26ffx3k

| v¢)

iy s been etleetive (Joingoy, |
1 - \
(! o INVEStEnt, manage

I”L.?‘ ]
1l

. 905 . 5) a
'S of hotly DIV
‘ ly COntronge
o cvaluate the impact of Waming (4, o
cchmidt '?'."L”‘ .I.h.c Lt-l"nwiny‘ heed of ll:\inlllil)‘. t."\f;lil]i:: :Illi'. .
'.lu;all_\ valid to corporate SCE'IOI' and (he publie '-,f-rn‘;-l“'“ -
:.1:“1 s wreater suurccl f" gnnccm cspcciull; o Y
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avestment. - Vyas—(2004) observes  (hy CVen  forwar
oking - government agencics  give special ﬁ_;cm‘(
onitoring of mvestment in HRD Interventions, |
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What does evaluation do? Evaluation of training aimg 4
jetermining Whether training interventjong have achicv;«cd
sated objectives, and whether performance deficiencies
have been addressed, and attitudes altered as per laruet:c;
(Vyas, 2004). Despite the fact that training evaluatio; IS
very crucial, current rate of its adoption is very low in the
world in general and in developing countries in particular,
A survey of Ashridge Business School found | percent
incidence of impact evaluation at the organizational level
and only 3 percent prevalence of measuring the financial
return on investment (ROI) of the executive programmes
(Training Reference, 2005). There is no data available on
how many organizations in Pakistan administer training
evaluation and how many actually assess ROI.

Low rate of training evaluation is partly attributed to
the complexity involved in the training evaluation
tspecially assessing the ROI. Morcover, there are some
Serious  issyes and constraints in the Ei[‘r]llit.all:_\ln of
Maluation, which pose serious threats to the reliabiity and
“lidity of results. There exists a dire need to identify i“‘-*l*
::elfl)yrzrz C(‘;){[:}g%l‘;i}::jtfs .jn the training cvu]é“::,li?]? lalllllt;l];lc\ elop &

ations on how to cop

11
[+ A"
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- of the importance of training Cvaluayg,

ew e . "
In vie o the present study attempts 1, dine I,
above, il o SCug,
hes for training evaluation, deye),

ati roac _ o . )
o ﬂl;l} constraints in evaluation and give S“i‘.."a-.t,;,,,““
inventory .

for dealing with these constraints.

discussed

, OBJECTIVES AND APPROACH

This paper attempts 10 review various approacheg ,
training evaluation, identifies 1ssues and constraints I
ncasu;::menl and give suggestions for dealing with them
I

Discussions and findings cov‘crcd‘ by this paper -
based on intensive review of existing literature on traininy
evaluation models, and practices and personal experiepe.,
of the author in the field training and ‘dcvclopnwm m the
public sector. Findings of this study will be useful for the
researchers, practitioners and orgzmizglions which are
aspiring to incorporate training evaluation as an integry|
component of their training management systems,

The paper is organized into five sections. Section |
deals with background of the research area, highlighting its
need and significance. Section - 2 outlines the objectives
and approach of the paper. Section ~ 3 briefly discusses
merits and demerits of some of the existing models of
training evaluation. Section - 4 contains analysis of the
issucs, constraints and challenges in training evaluation and
suggests options to deal with them. Section - 5 tenders
sugeestions for the promotion of training evaluation in the
organizations. Last Section gives conclusion of the paper.

3. APPROACHES TO TRAINING EVALUATIO

There are sey

_ cral approaches of evaluation in the
literature, as Hagh P evaluation 1

M (2001) observes that there arc more
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e Y .pproachcs for e"aluati 5
thant ' .| the approaches, intg three Cialte
‘ v i
jassii. h

cl

lruimng. We Can
L0orieg:

Production Approach
. Goal-based Approach
b.

Svstems Approach
e )

I production Approach
1.

oroduction Approach™ of evaluatiop
;ucq like number of training days
gtatistics

relies op basie
es per year and number of yr
Cn[]r:\t- .

PCT vear, Numbe

| rof
ainees Wending eaely

e ete., but fails to determine the achievement on

““'::;“ ot orgamzational objectives (\f

acc .

arsden, 1991y
12 Goal-Based Approach

\nother one 15 the Goal-based appro
.. t

ach. One of the
mportant models was developed by

Klflp;\lnck which s
1w onge of the carher dey clnpn\cnl\ in c\--.‘hu“m“_ plill‘ll
amony
£ Ryan (1994)  has  summanzed the
'y e
Assessment Model as below

Kirkpatnck
7 Level I Reaction: What do the participants think of
the course”? |
# Level 2 Learming: What have the participants
feamed? .
# Level 3 Application: Have the participants applie
the skill leamed? R
7 Level 4. Benefir: What benefits have been aceru
to the organization”
| hl!_,

LCoyn1.

"1 18] ‘;\.\ el §
Kirkpatrick Model 1s critcized
d'{\cl” :.I_.

the
- ol " t';r it
‘ ‘ YT * MOUctS.
"ol more efficient B el 1\\‘:“1; In nature,
Veaknegges of Model include: it 1s subjec
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and it does 1ot ;u,‘e':lllllllt}tl.’llt: evialtiiaion 0 Npoige
Processes
lesue of subjectivity, the major weakness of ¥y,
by Ty » " ) ) , . ' J:;‘:.’
Model, can be addressed by l‘ll(jt?r])'uhlllll;{ J20 )1 _-m}!;' : ity
(he public sector first such initiative came frop 4,
Government. In 1982, the US Congress, while recq,,,
» . e 4 ’ . & /”1"
need of training cvaluation, adopted *Joh Traiy £
- , ‘. IH;:,
acknowledged that "job tramiyy, |
" and emphasized ”p'u:,'.;"
need of measuring RO (I3enson, 2000). Several [”::1“,}(‘::
RO arc available in the  literang,.
(2001, p. 75) have suppe.

the
partnership Act”,
investment in human capital

for measuring
Doucouliagos and  Sgro

following steps for estimating the ROL

Data collection (measurce of performance,

I
measure of training, cost of training, benefits
arising from training cic.)
2, Comparison of data — pre and post training
3. Multivariate analysis
4. Calculating ROI

In the measurement of RO, several sophisticated
measures have been developed. Some models simply
ROI. some measure net present value (NPV) and

measure
some Internal Rate of Return (IRR).

NPV can be estimated by using following formula:
NPV = PWB - PW(C

Where PWB is the present worth of bencfits at d-count
rate (1), and PWC is the present worth of cost @ 5ame

discount rate (i),

usgﬁ}\xfpv 1 a good measure of net impact but does no! give
seful resulte ) ' . .
results when comparing impact of one project wil
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Lroject with unequal Mvestment g0 I
a0l 1 Tused o make up this defie il OWeve
RR < (2000) used following moge

s1
.

Came “_.mcl“ on traininy:
el
o

1eng d
ney, Almengy and

| Ihr —_—
Cstiman

I]_‘Il' 1l
, I
: _”h #.__.r__-\[(*: =0 (1)
il e T
S
P AL
yyhere:
VMBS marginal benefit of an additional yyy of traiming i ¢
Ci margmal cost of the mvestment in ammg ary,
N Period m which mvestment generates bt‘;u:t‘m alter
-~ - LY »
' one ume mmvestment
R internal rate of return of the mvestment (hay
8
equalizes the present net present worth to 2¢10,
. . D
l!(‘ \I( l + _\” ]l. ..................... (2’
Where:

vt - marginal direct cost and MEPt - margial product of foregone

worker tme.

Productivity  mecasurement 1s another  option.  To
measure firm productivity, Almeida and Carneiro (2000)
followed following regression model:

VL=AKLL exp(h, + 02, +p, +€,) cooveernecsonse (3)
Where:

Yt - & measure of output n firm j and period t.

Kjt - 2 measure of capital stock.

Lit= to1al number of employees m the firm

"t~ & measure of the stock of human capital per enp
firm
/i

| T
I”l‘ ecm the

— v ~rharacteriStics.
dvector of firm and workforce characteris
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Jares e avarant i heterogeneity i

RN dinisit
e vanyang e spe e productivity o, "

b capares

cimilarlv, Almerdi Santos and Mumford (2000, e

following model:

mi =\ /o ,,0‘ b iy, R (4)
TET patural logarnthm ol the real prices hourly Witge
mdnadual 2mob g actime 7 &¢ ol
1t veetor of individual, job and workplace

characteristics
1 representative ol different measures of training
accumulated by the worker and
)t veetor of year-specific dummy variables,
i Unobserved characteristics individual fixed eflect
vy Unobserved job mateh specific component
cit Transttory shock.

Almeida and Carneiro Model and Almeida-Santos gpq
Mumford Model yicld useful results but arc somewhy
complex to administer in organizations. Moreover, these
m‘mlcls totally ignore the processes and usage dimcnsio;ls
of training cvaluation. l

3.3 Systems Approach:

| [he third approach for training evaluation is the
i’g:‘f’“b"Al‘i’l'oilc'h-' Th_is approach adequately addresses
:'\Dl::oaigh ”.w ]dC“?ICI‘]C}CS ol the models of Production

and the Goal Based Approach.  Under this

W a - oSt commo o4 B )I
(Y d]lhlllﬂl] UI lhp “-u“”nu. T n]()d ]“ :

°  Conlext. In .
» Input, Process, Product (C
] bt ] l ( ) v
(1987) system-based model ST

* Input, Process
» Frocess, Output, O
0O . » Qutcome (IPO X
(1990) - System-based model ® (0 Mol
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The above (liS'ClISSiOH leads to the conclysi
. {hree perspectives of the evaluation, Onc. ’n‘n th
-.1 eus On processes another one is to foeys {l":
:]‘w (hird one 18 to focus on the both. Vyas (2”{_,4
focus of C\-;lluatmn— Shm,lh.J be on results instead of YOC
ol '.3“[ “_ may not be appropriare ml i{.) .
cses. as improvement in the processes ¢ Znore

al there
rspccli\'u 15
l-L‘SlI]I_’g and
) OpIng thy

© ramning.
TI'DL'L" . dn add v
: syste - lue
o the ™ hole system. so it would be more usefy] 1o ohl‘ l;lL
e

i perspective, as a combination of process and outcome
.: »pmi“"?“'f‘ I\\-uuld‘hclp not nnl; In Keeping alignment Lr

activitics with the  objectives  of 1hch min‘n,
imm-\cminns. .lml'\\ ould also ofter a tool to do aw il
s redundancies n the processes, leading to hiche
of value addition i the system. L

the
ay with
rdegree

4. CONSTRAINTS IN TRAINING EVALUATION

All the three approaches discussed above confront with
several constraints and issues, when they are applied. They
are discussed in the following section.

The discipline of training evaluation s sull
infancy, espectally i developing countrics hike Pakistan,
Pakistan is sull in the phase of adopting evaluation as an
integral part of the traming management, more particularly,
in the government organizations. Same 1s the case with
India as well, as Vyas (2004) obscrves that training
evaluation s the least developed component of the training
process in Government organizations in India. Lack of
maturity of training evaluation can be assessed from the
fact that most of the organizations in Pakistan have not yc!
wone for any training need assessment (TNA) cxcreis=
Lack of TNA culure is a critical constraint N
administering the training evaluation s TNA 1S unpa_:ml!l.%'ﬁ
Mog }' }.‘.‘\cn i A il ”,\A, ]b.‘. sreised and

SUof the times it 1s not properly €X¢
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ih,“u;nndv.th“““”lyi”'!“’““h|““411
sventually  measurement ol ”.“' diffe
with and \\ithnlll' framuny  stlualions I"""n,:.{
diificult. TUis I”_l;pnswibllml l! I\,J_/-\| I.I.m‘;‘, {w.;nal'(k_,- i ”""J'.r‘.-”'
sart of the HRM practices. Besices. hencimarking
4lso be made so as
without siuations.
1 training valuation, mosl impurl:m! constram| relates
0 the complexity mvolved 1n scpfu-;l(mg the Variablg,
impacting pcrformnncc.'Prohl‘c.m lncludcs;.lhc degree of
market competition, the size ol mvestment in- technolgg,,
chanee in demand for the products and scrvices, skills (‘)I'
the Igzlm (Smith 2001). Basic question is how to deal with
dividends of cyclical booms or losses owing to downfalls i,
the industry? In former situation, ROl in training is likely
to be overstated and in later case, understated. One optiop,
could be adjusting the results with somc appropriate
adjustment factor. But again the question is, how one
should decide about the determination of the adjustment
factor. One option for determimation of the adjustment

factor is proposed as below:

I” ||;

penchmarking
Pakistan,
hetween

o measure difference between w,y, g
‘ “

i.Determine avcrage growth (AG) rate in the

industry in last t years = G
1. Determine existing growth rate in the industry

o
1. Determine AG rate of the firm output in last t
years = R

iv. Determine existing (1,) growth rate of the firm

output =r
r—R

g-G

v. Adjustment factor: AF1 =

In ideal cases, the firm may estimate AF in relation

to the : _ |
i top most competitors nstead of the industry as @
C. 4
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o capital development and 1y ]

dete
(ltlllllli.illlm

tment

: 1ot 2 }Ll /
’.I“l‘n W I“\ h IS IhL' ciuse 'l”(l W ]]H Ii ll”””'”ll ¢ ol
e

:;! |~ 4180 li[\‘vl’,\' that “hm_ and orgamzation ‘u‘-hf‘ lleet, as
ol jkelv (o investmore in human resouree (I\-':,‘JPI("]-';' 18
e 0 common experience that wher ]n-nr”.;,;,],l:”]'.Jml}
‘,;-g;tlﬂl»"""“” 1S on nsing trend, imvestment iy 11'-} ek
ixely 1o INCICase. C\'cmu;lll_\‘, an - mcerease in ;1:'(s;!1|l-];m' §
(ereafter. may be attributed to the trainine imcrI "E”my.
This problem can also be dealt by adjusting (he ﬁmli\;tl-]«-““”'

Average growth (AG) rate of the firm output during

.
last L years =R
. Existing growth rate of the firm output = r
i1, Average investment in training during last t years =
[
iv. Existing investment in training (t, = 1)
v. Adjustment factor: AF2 = i_—f
F

---------------------

assel. Like other assets, it also confronts
ation. So how to deal with the issuc
ing in the form of
concern. Over the
10

[ .earning is an
the problem of depreci
of depreciation of learning made in trail
knowledge and skills s another arca of
lime after attending training, learning depreciates owing !
change in technology, organizalimml change and change I

the job (Long, 2001, p. 26). Question is, what i]‘lII'LIIIUII
should be taken into consideration while developing .llul-
stream of resource inflows relating 10 (raining. Techme!
people may develop a (imeline of cach pr
lechnology, from which one can determine the IU!I;_: B
th IC,’_[['ning ul]llly by USing I]lC [‘0['“]“]11 UI. ilt|‘|.ll.“- el
Smoothing average with higher weight of the latest one.

clice and
¢\ 1[\ ol
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lated issue lies in-the vapjyg,
" .L‘ ‘ M I N
_‘\I]('IHILI .I i "li””“‘l h(_‘]][“fl(l.”“h. h’l“l{_‘ ""\'l}"l
of the tramiiy ichardson. 20 engg,
productive (Richardson, 2004 P21y ¢
ore Jv 1 te '
o addresses properly, it is myoy ke

eyperience
pt‘ﬂph‘ ae l?l
(s 1ssuc I8 e ‘ X q|1l|l'i““5
results would become::

her constraint in traming evaluation COmee

'.\”mft Multidisciplinary ‘/\’pprn:l.ch. iChery)j,
lack © l'l ks multi-discipliniarism. l:cmmmis[g h:l\i
N J]“;mlm. ":,L]q.m focus on the issucs of training cMiciene.,
e m'nl-ﬂi“-ll.nl‘w and  Mumford, 2000). Similarly, ]”i
‘"\m,w,“‘if:.',t]l,l\.ch some other mindsets in Measuring .
]1\”2‘;::;:}; L:{[‘ n-;‘n‘ning. Similarly, uccounlan'ls have thej; oy
way of looking at it anq the technical people (hipy.
dif‘t-'crt“ﬂ“}" Eventually, ﬁndmgs may not be acceptable
one or more groups. The so.lullon may b(? the iIl\’Ql\’CIIICI]I
of a multi-disciplinary team in the evaluation exercjse

Reliability of information is also an issue of concer,
Most of the information required in cvaluation s qualitative
in nature. It is, more particularly, very difficult o gel
reliable information through surveys on what actually firms
spend on the human capital development (Richardson.
2004, p. 21). This issue may not be very relevant at the
organizational level as it mainly pertains to the industry. At
the firm level, this issue can be addressed by adopting
appropriate accounting  measures, Moreover, observing
transparency can further Increase degree of reliability.

Reliability  of
lendency of (he of
benefits ang underst

mformation deteriorates  from  the
ganzations to overstate the training

t _ ate the costs of training. There is ofien
2 S o e
ron 20N 10 show posiye ROL 50 the benefits arc more

I;';’:: ler\'ccorlsltlz]::E:lTlcf::-(Ruhins‘lcip and Mayo, 2007, p. 1J
MCasUring (ryc Va]uc‘org"_f'.“‘_““ 's also an obstacle in
Xpensive 1y dil '“.‘”“1"8- Trillnmg interventions arc

"eMma s (hay MOst of the studies are
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olype i nature, and ve mono-directyon
\fos! ol the .‘\ll‘llht 5I !h.l\t t‘ll‘tllx attempted 1 ulunnn'.n.m.
< of training. I somg cmpiical studies, | ong (200
") found the lRlx‘ ol ltl\'L‘HII-IIL‘III n rinmimg .'I'..lut'h ‘|-
i: :", pereent. .\‘n‘nl‘h (2001) I|nd}. out that returny o,
puestment v “"'“‘”“.‘14 dare ’?“”“ lKely 1o be positive an
he Very high In same cases (p. 13). Blandy, et (200)]
o8) found pnmln‘grglutmnship between raining and
.uu.'lmf"‘“”'m' pl‘ndll_(‘ll\'ll}:’ and profitability. At the firm
[C\-C]. open t‘orpm dlscusm(.ms and transparency can help
Addressing this issuc. But this suggestion is also ridden witl;
: pl‘(‘hlcm' The cn}ployccs,' who are more skilled in
communication are likely to influence the management in
setting their contributions over-recognized. Eventually, it is
cerv likely that in some cases, benefits (in terms of
ephancement in productivity owing to training intervention)
may be overstated and in some cases understated. Option to
deal with the problem could be the 360 degree analysis.

ool finding,

I|\L'l'|l' il

can

It is general tendency among the evaluation experts to
focus more on benefits and less on cost. Several cost items
oo unattended. For example, cost incurred by the
beneficiaries of training 1s not accounted for in calculating
the total cost of training provision. Eventually, cost remains
understated  to  some  extent. Adopting appropriate
accounting practices, involvement of economic analysts
and use of participatory and multi-disciplinary approaches
can offer better solution to this issuc.

Another related constraint pertains to the multiplicity
of tangible and intangible benefits. Investment n training
May vield many types of returns like enhancement in
Poductivity, higher level of value added activities.
dl.w“il}’ in the tasks performed, increased efficiency in use
z{lmrlt‘snurccs, increased ability o i|1|1m';1lc.h‘l""-'ltl'\::[,ill:

PP 13-14). It is very difficult to measure it FHE
elils. Moreover, training does not only beneti I
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ISIJ

also enriches the potential of empl,.
d trammng (Long. 2001, p.18) \.;c...s.
ne on pereerved value addmlmnrc
So another positive side -,nl i3

wect

urr.uuz;ﬂmn. il
¢ recenve

who has
| perspect

often. indiydud

not taken mto consideration.
of tramung EOCS neglected. Participatory - methads
| S o

d by the judgments of the "‘Fcnf

' S

supplemente

evaluaton
etter solution 10 this 1ssue

can offer b

ration of a traming INIEMYENDION 1S anoth
g3 .

[ ength of du
jssue 1N measunng ROI Long (2001, p 27) found
: ind 3

negatine cotrr¢lation between the length of the tramp
- b t:

duration and the IRR of mvestment N fraining lﬂl}h
‘ E Q

1 4 rko' c"“' in casg ('lrl'nt‘ “Ck’k ir aunmnm R

. K.

cstimated IRR of
157 percem for two-week framing. and 14 percent for four

week duration It may be rishy to generalize these kinds of
findings. as some traming interventions may be of long

\* only one nuululc 'h'llnﬂ tor !J\.‘.d with

duration but covenny
i« the modular approach, rrespectine of the

this 18suc
duration of tramning

., 8 §l GGESTIONS FOR O THE PROMOTION O]
PHE CLLTURE OF TRAINING FAALLATION

\Most of the abonve dluu\\cd resues and constramts crop

up due 1o lack of standards for tramie e aluation, There
exists lack of common understanding on defimtions, time

frames and accounting practices - respect of tramng
cvaluanon (Rubmstein and Mayo, 2007, p. 5). It wr.::
likely that if evaluation 1s camed out by different wrwm—
resulls may not be consistent lnamsu!cﬁc:cs arc IC\‘I'LT.I. lcd.
more ;.\'.zmcul.nl_\ due to brases and the mm-s!.lrul.nrdw.u-mri
:’fm;lc_:;mnuns, 1 !ns issu¢ can be addressed through @
o :‘loiwl;::;";;';l:::;l;:nm cm.:ld be the identification
several expenences, and ' P"T'f'"ﬂi Organizaion e
It 1s therefore ' J‘ the Tessons are rarcly documented.

. proposed that orgamizations may develop the

y develop


https://digital-camscanner.onelink.me/P3GL/g26ffx3k

151

wof lentification and management of hest pract,
' AdACHIC ey

T
yracl
| f ey aluation.
()
i is also evident that there exigtg POOT culture of
quation in the orgamization in Pakistan in peneral
R " i

]h“(. _‘.L‘L.l“r l”y,("”/;l““”h 1 p;lll](”"“ ’Il_”]”“
M ' ,“

waluations s very o‘;-nciul. but at the same time, 1t js ap
:\ yensIve c\‘c.rc.:sc. '-'\t‘llwllm’cs. the cost of measuring (he
ROl for a training mlcrvcnl'u‘m. may exceed worth of (he
exereise (Irzi, 2()()2,’}). ()”‘. ”].IS could also be one of the
fctors which dcbzn.‘ its application especially in developing
countries Tike Pakistan where organizations arc small in

51ZC.

There is a dire nced to promote the culture of
ovaluation. There will always be resistance against
evaluation. But if the purpose is made clear to the
participants, magnitude of resistance can be reduced to 2
larger extent. Purpose of evaluation at initial stage should
not be the accountability, it should be the improvement and
value addition in the system.

Conventional practices of training management need
to be transformed into specialized form of practices,
especially for evaluation of training interventions. For this
purpose, it Is Important to assign some one to measure
efficiency of training, as has been suggested by Read &
Kleiner (1996). Evidences suggest that highly focused
training interventions yield higher returns (Smith, 2001,
P- 14), therefore, prime focus of evaluation should be to
Measure the degree of focus of the training interventions.
Moreover, evaluation exercises should not be only for the
Sake of evaluation. Tt should be made results-oriented
MOrcox-fcr, evaluation should be considered as just a 100l
"oLan “absolute mean o effective training”, as has been
:;iiii:l‘] by Vyas _(2004). Thi.s can not be d‘orn‘c unli‘ss

Ic evaluation of training and development
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1S 18 administered. (OAGBC, 1999, pP. 15,
' raliiat) . 216
management of evaluation  processes \\“I).
. - . = s k 1

potential for improvement ang ""liu]
lue

intervent 101
Systematic
create a  bigger
addition.

6. CONCLUSION

1g needs 1o be treated as an mvestment not g q

Trainii i) U
as it has tremendous potential for adding valye

liability, o ; .
the oreanizational objectives, irrespective of the nature of
organization. ~ This kind of investment like other

more viable. This needs

investments should be made
monitoring and evaluation of the traming interventions,

Evaluation should not focus only on the outcomes of
training, inputs and processes should also be taken into
consideration. Existing practices of evaluation are ridden
with several issues and constraints. These constraints need
to be properly taken care off in the organizations. One issue
is related with the segregation of the impacting variables
and other one is to determine which the cause 1s and which
the effect 1s. There is an issue of tendency of overstating

the benefits and understating the costs.  Culture of

evaluation also needs to be promoted and evaluation should
be made more systematic and result oriented. Organizations
are in need to develop standards for training evaluation.
Staring point for efficient and effective management of
training  practices could be the identification,
documentation and appropriate use of best practices

el
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RAPEVINE COMMUN (A
" BLESSING IN DISGUjs);

By
M. Niaz Khany
Faculty Member

\BSTRACT:

Effective COHHHHH@(:HOH is 1Fightly termed as life
plood of every successful orgunization, Besides form'a/
means of communication, informal channels can play ¢
vital role in understanding relevant datq 1o address
issues related to it. Grapevine communication is one of
these important elements of informal communication
The studv highlights  grapevine communication, jts
Jocation and causes, and above all how grapevine
communication can effectively help management in
decision  making  process.  Informal  netwvorks of
communication particularly rumors and gossips are
not  considered — seriously —in  the organizations,
miscommunication is the result; which gives birth 1o
misunderstanding between upper, middle and lower
management. The study will underline importance of
grapevine, and how it helps the management in
filiering down important piece of information from it.

Elements of oral and writen Business

COHUJIHH!(‘(H ion ie. letters, memos, reports, Sl
compain

meetings, department meetings, conferences, o %
gty

"ewsletters, and  official  notices are i
‘}“Cffmcmcd. and as such has very litile chance Jo!
Change. Iy is suid that language "’”’"""”_“"
!Jhcuomc,w”' and this phenomenon makes language
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. does 10! change we call )y,
nage.  When we apply ih
o the ,Jr.f‘m'lph' of analogy Sy

- l
101 I i :
( ould  change which will pgp..

reliable. hut — experts ¢
o think ol the o{lrc’f‘ side (I?/ ‘the Pf'('mrc-'.
D o experts feel {huf (hcmgo'm the
The ‘.mnmumm 10 ! he grapevine communicatioy,
message 8§V ;)”””u,”m{ as a result it is open
which IS HO{ :f‘c;“?“”m”. However, H(’(U‘[_\‘ all Of’h(’
change r{ﬂd “"‘ Llui 1 the grapevine is undocumented an
f’!fo"””mo‘” “;fcin to d:’mrge and interpretation as
15 r{:’c’!‘;’ﬁmf’g{h the nenrofk. It often travels faster than
;ff:r:f:! ('/rr;mw!.s-. An em'_n‘on.'nmu where  people
hesitate 10 S4Y anvthing ugcun.w.rhc’ ..v_rs!c'm may not f?e
an ideal svstem. The grapevine s Velry useful in
supplementing fomml (‘hmmc’llﬁ. /_f [”'f’"“l_f’f" people
ith an outlet for their imaginations and
apprehensions  ds well.  Once  people  express
themselves, it becomes easy for them to concentrate on
their jobs. It also helps satisfyv a natural desire to know
what is really going on. Though the concept needs in
depth discussion on various elements which includes
the rumor/grapevine, reasons for grapevine, accuracy
of grapevine, tvpes of grapevine, how grapevine s
spread, role of various participants and how 10
manage the grapevine. The paper highlights the
Phi'”_fm-’(‘m.”!. how grapevine communication can be
;:,,::!/i({ljjtttnti,;;:,,p;):rmrr tool Q,f c-(.)rmmmi(-’ff!mn.’
I s e i e o
pranaiy objective of this I.J agei '[..:,';/ e
significance of g article is rq unve!

I grapevine  communication, and 10
Ve purposes.

that .
1';1)‘?):'!;1{:{!(:1:

('nmmumt'uur

uiilize it fq " POsiti

dictionary oj
. . Vo gives
grapevine R

s us a definition for e
which Savs it fs ) f

" ., G d
the informal transmission
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; in/hrmuff(m. £OSSIp or rumor frop person
! - ’ i Vi * ¢ ] . = y @
of i The —grapevine is iy informel oy
s P —— e .
" e pclion cd mformation  netvwor; Within oy,
i ‘ o o ‘ P
i _ation. "The network  helps employees mak
= . C
cquently

,,-mrm:f td i
orE" TS the world around them and ¢op
a release from emotional spyegg and gl
5! g

\.(,”5(’ (

n‘()l'f“/ €8 = ; b
: /};rmﬂ'/ information is undocumented "[1] Keit
Hf . ' » ,: f
; ading -5 .
(one of the le g authors on the subject)

I)IH.‘;S , . i l . I . i .
h-\,(.m-w‘('rf in his study that organizationgl ( rrapevine
l.

i Cxpression of fwu/fh_r human  motivation 4,
(.'(JIHHHHN('(H('.? "/H_ Jact.ifemplovees  qre S0
mu'ffﬂ"'"'-"'“d in their work that theyv do not Cngage in
51,(;/;!(:/1\' about it. thev are probably maladjusted "2]
of all the things that the grapevine has been called
iv foremost--a_communications network. Since it s
astructred and management fails to keep an eve on
it therefore grapevine communication has different
directional flows. Sometime it moves from ;[;{--f””-(.,.
management 1o the upper management and viee Versa,
at ime 1t spreads horczontallv. Though i flows in mamy
dircctions, vet .\';u'c'd of this communication umuniz:
peer Lroupy 18 much /H;:/n'l‘ than /’1'!11(‘('” upper and

lower management

Free  tme s the  best ume  for  grapevine
communicatron. The orgamizations where employees
find leisure involve themselves in spreading rumors
and other acuvities. Realizing the fact private sector
keeps its force very busy all the time so that they muy
ot spread any: musinformation in the compan: The
Practice may hold water for the organizations vhere
mm.”.w of emplovees is less, but the practice would
:nf::;/::,:l” the companies having large ””m:’l:jr ,f{f
!'pr[}”.tff ‘f! has h('c'n. nh.sl'cr\'c't/ .!/f(ff .&’”‘;" ;""';‘!j ”
Fllttllh(";-\( ' V ),t_’”d ’{m“, FONEE. !f” W(w””'-ﬁ, o :‘1 !:H:! .
for the ” J:’ ! espective of f/m!fur:} that (‘/f(.Hl.'f:\I. ‘ :

werned person. Does it look profession

1Y

f’(f
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who came from a far Off Place
» -!'t'/’j””m' (.(,//I;rm.:): .\'imu'mr‘(' who g o
l':)m/m'mz')/(' rooms.” Exceptions wre
Jrom T [:u/f/!'(' cortof L'I”;"!”."‘"'-‘: /m‘V(' MOre fie.,
there. Lo privale seclors Organizations; g,
if;‘::u: :;u [,s'm‘/! f'”-"m”{mm as @ result chape,
i br;m! communicarions are . more iy
:;:;m;j:un'rm.

ACE FOR THE GRAPEVINE

ros pfrend.
nold the <l
lf{'l’l‘}hf f/“.

from s

BEST PL

Gince the grapevine :l!‘iHL\'ﬁ from social im-cruclions. [tig
(he natural urge ol human beings to vent their fecling, The
grapevine starts carly in the morning on ‘llw hl"t‘ilkl‘;lsl table
and woes on il we go 1o bed. The peak time of the days are
hruzlis and lunch hour during which management hys litle

or no control over the topics of conversation.
REASONS FOR GRAPEVINE COMMUNICATIONS

Grapevines exist inall organizations  in varying
degrees. Gordon  Allport  describes  two cnmlilions' a;
controlling activeness of the grapevine; importance of the
subject to the speaker and listener, and the ambiguousness
of the facts.[3] He relates the two with the following

formula:
R- 1A Where:

R is the mtensity of the rumor 1 is the importance of

”EL,.! ey " the persons communicating, and A 18 the
Frms, acontng vy e e ith the rumor T
rumor in cn'uu]‘”i i |_"ml. n'muns lh.ul the umuu:l_ A
subject 1o the ; ‘I_“__” Will vary with the importance 0F y
!hu_midg,m. 11_1.5 l'\Alli.ll;l|S concerned times the umhl‘_—‘.l“l-‘_t”
between | PEANInG 1o the topic at issue. The relat’
Pottance and - ambiguity is not additive b
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(give. for il either importance or ambiguity i
M > i) S0

iplic A1 Thic £ L 1o,
'ﬂ““ itc no rumor.[4] 1 hls. lormuld IS Supported by Donald
mc:;,]-mmns who states it slightly differemly. |1, “1'11

Sii J: states

w2 s originate. Zrow, and spread along the Zrapevine in
eIV g ' 1 v =
pun portion 1o their importance o workers and th
ol L'\

-l yo . - N G
"'FLLO{IHU\\'S on a subject from official ch;mnels."[S]
Jac

OW r,‘(*(_'l,‘R.Jle-". IS THE GRAPEVINE?
H

(1 is crystal clcar that message in srapevine

C gt . a 0 . - .

Om,mm]cuuon may not be 100% correct. By analyzing g
Cumof- we find an aorta of fact in that rumor. No rumor can
f carted without having an mkling of an idea.  Keith
¢ sl

h o = B " -
wis reports from his rescarch "that in normal business

D:

Guations between 75 pereent and 95 pereent of grapevine
mlhrmulinn is correct.”[6] In gcncrql people tend 1o think
(he erapevine s less accurate than 1t 1s because its errors
end 1o be more dramanc and consequently are more
imhrcﬁ.wd on onc's memory than its day-to-day routine
accuracy. In a normal work sttuation, upwards of 80", of
he mformation that  comes  over the  grapevine s
accurate.] 7] While the day-to-day accuracy may be good,
people believe the grapevine s less accurate because the
times 1U1s wrong are more dramatic. A communication may
be 0%y correct i detanls but that last 10415 often the most
mportant - part - of the message.  Messages  from  the
grapevine are often lacking i all the details so that the
message is subject to misinterpretation; while the grapevine
enerally carries the truth it seldom carries the whole truth.

FACTORS AFFECTING GRAPEVINE'S
OPERATION

‘ hm‘lhl]i[_\ and corruption n the organiZations and
Countryeg

D pave grounds for grapevine communication.
Uring 1}, I d

¢ Civil War, telegraph lines were olten hastily
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Ihey resembled grapeyy,,.,
= - ¥ .b '. 'll

!fll!t,‘

yroduced

.““””_!'- I ” ”“C]l ' N '\I” XL I

hL_‘.,]ll.\t' e, ‘l“”“‘ p”“-nl]yh ”]L 1-,'& l L& C . las hl".r“n]:.

pearing SOMCTEE distorted message. Often (g, ¢
ous W ith an) S04

nnuniczllm's mlg]ll be -‘il“'l}rls.u]

onyi ;
SyNoi, nal. con 0

‘. . . .-Lit ll{‘ll . v g " 1

15 incons :uu‘h credence employees putin w ha they heyy
Jearn hov grapevine. I fact, controlling the rumg, mi|
Ul

4 oo “'I I'IL\ ‘- . g r . > - = "
throug a significant challenge o, formg,

continues 10 pose
communication.
hierarchy is another .factor' affecting
. ication. Organization having thm. o:;ganizalion
wmml.:-ﬂ likely to have less rumors. Injustice in p,
itiilk:l'r:ut‘ions. bihsness is the other factors fact the
communication. Rumors  prosper bgst where- forma
communication is poor. They thrive 1 an environmeny
where employees are not kept informed about anything that
my be important to them. Fourth, they perform best ip
informal social contacts but can operate as effectively as g
sideline to official meetings. In a poorly managed
organization they can chip away at morale and fuel anxiety,
conflict, and misunderstanding.[8] Fifth, people start and
spread rumors to enhance their status, fill gaps in social
conversations, and avoid suspense over suspected events.
[9]This activity increases during times of stress,
uncertainty, and in the absence of news.

Thick

COPING OR MANAGING THE GRAPEVINE

since the grapevine cannot be held responsible for
crors and is - somewhat of an unknown, managers
“ometimes succumb to the wish that it will oo away: but
ilt‘ltin”_} it does not happen. It cannot be abolished, rubbed
?t.:i, E‘t:ddﬂ;P under a basket. chopped down, tied up. Of
el s i i o e 1 il pop 0
another ope, Ino-z el Sisoumses » merr::ly mmthm
d seénse, the grapevine 1s d hume

Scanned with CamScanner


https://digital-camscanner.onelink.me/P3GL/g26ffx3k

st hecause \.\'hcne\'er people
bi hrq: (he grapevine Is sure to de\'elop. It may 4o
umll,FI: iun';’-,lc tom-tome, taps on gy prison \\-:ﬂ]ub;
Si:_fn‘ll ;:;;;[iﬂn- or some other mcthod. but it w .
cO”\eOrganiZmions cannot "fire" the grape
ll}:eiiiid pot hire it. Itis simply there,

(he.

osITIVE ASPECTS

Congregate

Al ordingry
Ul alw avs he
Vine becayse

yanagements do not always consider grapevine
calthy aspect. One major advantage of the grapevine is
at it releases sl.rcss (:11 the workforce. In talking about
sork. the grapevine gives c‘m’plnfwcs the opportunity to
convert official company p(?IIC'IL'IS nto their own language
of jargon. In dmnlg.;‘ this. individuals are better able to
undfrslund the pohcies i“?d arc better able to cope with
their work environment. This open communication also
enables employees to have empathy for those who are
oceurring SIress outside of the work place. As stronger
personal honds occur among workers, a greater spint of
icam work exists within the organization.

Because of the speedy transfer of information, the
grapevine cnables individuals to prepare for and !hir?k
through management's goal changes and goal adjustment in
ahvance of any formal statements. This increases the
contributions of employees. The grapevine also helps
emplovees to remain efficient by quickly spreading the
news of disciplinary action.

Grapeyine makes employees alert and prepare them for
any upcoming sad news. For example an um;’!“;‘ o
spreads 11,15 rumor that boss is planning to take round of
I:Icld offices. This rumor will make all the workers 'j‘
eld oftices regular and punctual. Similarly 4 mm.-:!'.._T.".'.l;
Wit 1eam s L'-(;ming. in advance may help the departiiictis

I o N 8
Maintain their accounts up to date.
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!.',,i

reveals 1ssues and ])Inhi”“

| J.!I“'\”]l. tl it
i Ww's ! ] i v Wy . ' Y
h\_\u. . ¢CoChiect of p”h”( Ciyy.

the emp
Cwieh the cmployees can |y, T

t'i ¢
lavs everybody at NUM| . ] "Slteg
& ; o . I IC’ -
Conterviews  he adyy,,
Terent rumaot aboul g D IILM IIL‘I.L‘ iu "
dII‘Ll ‘1 posiions. Managers should try to terven Iy he
el ‘ ‘ AL I 1< ale ’ 0
’Ll"ll'!l.‘\l]'1t‘_ [he grapevine 1S also 4 Mceap,
: .1‘mmnic;uim1 which @ manager can use for ¢ffici
oy his method. desired information can he
Itl * Ag - T - -
\ kv 10 a large group of subordinates, Contro|
QUICKE] ' o il e I E i
.ll--lpt“"w is an understated responsibility of (he Mang
i_. . - . T , . N . e L:Cr’
While all the information passing through is not Mitiateq 1,
management, management s ulimately responsip|e for il}
Wdiidd = S

o o

edurds upol

. L1 L] (
ot avample these

”It

Of
Chiey,

accuracy.

The grapevine can be used to sec how a new jge, Wil
be received. If fc&rdback through the grapevine indicateg an
unfavorable reaction, management can reconsider the jge,
or alter it to lessen cmployee' resistance. If the new jgey i
incorporated, management will be forewarned of problems
and can be prepared with new programs to help overcome
anxiety and misperceptions. In short, as an early warning
system, rumors allow management to think through in
advance. John Kotler, a Harvard Business School professor
and author of "Power and Influence, " gives an example of
a manager he knows who uses the grapevine to give new
deas a "trial-run" before spending a great deal of time and
money. "He knows who in the office has the longest
tongue.”™ explains Kotter. He than casually mentions this
ew adea o the employee and waits for the word to spread
In no titie. responses find their way back to his sceretary:
;‘”‘:;-‘”1?':[‘- :)’(::1“\1 ]l‘L;II‘ I‘CPOI'I. Fccdhflck IS VCry il"“l[]“’[r:fi'l:t
postbst ;}g ]L]Cw : ;n 3__?:,?@5 ahcad with the ln',"'_m p 1: g"ll'd o
rethink HIL: idfcl l,\'eﬂ II.S bu.Ck i dm.l“-mg..,. ‘ The

“a and pinpoint the problem arcas.
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Gean wav o check an wde
mplc. el ! dea can e 1 nakte l

QoM orgam anons create a rumeog h,,”m or
A1 y] ofhee “” When an lllll\ln\u hears . n'“” linlu:.
a1l the rumor office to cheek it out By providsm, '! I
s bad rumors can be replaced with 200d rumor:
‘__,‘,‘1 rumors, such as "L asked about that and w . told :
el 0.7 Move Just as quickly through the grapevine as
»d ones, and can mcrease morale, help build tecamwork.
i ncrease motivation.[12] Dealing effectively with the

AW

grapevine 18 a challenge that will always be a part of 4
manager’s job. Those w ho are able to understand the power
< the grapevine will be better prepared to utilize 1t e
\M]L stabthity and credibility in the work environmen:

hat 1s needed i order to achieve organizational goals

2]
f'!.
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ART OF PERSUASIVE

THE
SPEAKING
By
Sadia Khushnoor
(Faculty Member)
ABSTRACT

Persuasion is the process of creating, reinforcip,
or changing people’s beliefs or actions. All of ys H:e;
engaged in this activity since we started sociq)
teraction, but vet there is a need to grasp this noijoy
and its necessary conditions. When you speak 4,
persuade, you act as an advocate. How successful one
is in any particular persuasive speech depends on how
one tailors the message to the values, attitudes and
beliefs of the audience. The article contains the
explanation  of the concept of  persuasion and
encapsulates  the factors that affect the art of
persuasion. Before initiating the job of convincing
audience, the sender of the message has to take into
account various analvses of audience, purpose,
situation and types ete which are discussed at length in
the work. The study guides the reader to figure out the
suitable strategy, in accordunce with his purpose and
goal. Discussion on the various strategies and their
essential requirements provide the reader with the
imtellect to choose the option of his requircinent. The
research will positively contribute in comprehending
the complex process of persuasion successfilly
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6502€S which Urge us to take Snmzr
“; rom @ certain behavior or i'“lﬂicd!
smr’_ ot We ourselves, are engaged in sending v ‘
: proe e sonduct.of OUr receivers, This \%I:TIL
in mﬂucncing others, explicit or implicit, a“iludck- Procesg
of ous factors hence becoming complex. This p, Mvolyeg
- be known as PERSUASION, because dueptsclhis W
/8

Cﬂsily ek c ) .
ders, try to seek change of behavior (mental/phvsicall

35 Sen 2
appeals to thejy

our day to day life, we mogy)y, . —
In . COntrongeg

=6 With
dClion. 50met

Imeg
SSEngS o

. our receivers by employing varjoys
!

emotions and intellect.

Such types Of_ Messages are inescapable, reason beip
in whatever capacity W? exist in our society or \xfhichex-'eg;
social role we perform in our life, we are bombarded with
convincing messages I"r.om different sectors |ike politics
eligion, education, medicine and business. The study in thé
field of persuasion or public speaking can be traced back to
aristotle with the concept of Ethos, Pathos and Logos,
which will be discussed later in the article. In his research
Anstotle defines Rhetoric as “the ability to discover al] the
available means of persuasion in any given situation™ '

Persuasion infact can be considered as the process of
influencing other person’s ideas, values, beliefs and
perceptions hence changing his attitude to a certain extent.
As speaker you try to influence your audience to adopt your
position when you do not have any authority over them and
they enjoy the liberty to reject your argument. The
fiecessary conditions of persuasion are that: to accept your
MeW pomnt is not obligatory for them and there is no
woneept o reward and penalty. You just try fo convince
'hem by highlighting significance, value and benefits of

f nerson

Your Standpoint. Your audience may consist of one

Pt

-\](IITICU' George L., Skinner, John F. “Mastering Public Spearine
*and Bacon, Boston (1998).pp.328-377.
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cople €.8. s.tal’f meeting, Speaking o ,
or 1,.];1 Jdressing 4 congregation or COITHmmicm_ing h(l
seminar, ,m;m.m wide media. In order to dig decp inyg, lhy
meansﬂoér\})cr51lasi011 we have to see various definjy; ;
concey

\‘r
different scholars.

rue number of p

o According 1o Ge(_)rge L. Gf:lce anFl John "
Skinner 1IN their _book. Mastering Publie
Speaking”, ‘Persuasion 1S the process of
1fluencing  another person’s  values, beliefs,

attitudes, or behaviors’.

Kitty o’ locker sces this process as_motivating
your audience to take action you desire.”

e Courtland L. Bovee believes that “persuasjye
messages aim to influence audience who gare

g i y 113
inclined to resist.

The aforementioned explanations by various
scholars suggest this be a process 1.e. a complex one, which
includes many variables and their interaction with one
another. In order to understand the structure of this whole
process we have to start from fundamental factors
responsible for the continuity of the process. Persuasive
speaking initiates with the analysis of rhetoric situation

wh?ch includes the goal(s) the speech seek to achieve,
which may be:

® Toreinforce existing beliefs and attitudes

* Toinocuiate against counter persuasion

S __‘__‘__‘—-——.__,-_-

© Locker, Kiut “Ruyci '

Shills 1 (I:l. y 0 Business  Communication: Building Crnitical
- Mc Graw-Hill companies, inc. Boston.(2004).pp.222-257

: BU\'CL‘ cour

: urtland L Thi
1 o - lll., Jolul V ra E’
Business  Communication . and Schatzman, Barba

Dehli,2003. Today™ 7" Edition, Pearson Education.
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To change attitudes
0L S .
1o prompt the audience to act,”

AS pcrsuu‘sion IS more accurately ¢,
in”“cncc. than with power, & persuader cap CXert three
s of 1.11‘”“0',10‘3 on Ins' Euuhcncc. He can change, ingliTlL
o inwﬂS‘!Y his 11?10110{5 val'ucs, beliefs, attitudes zm(i
nchaviors. When a4 person 1ries to convinee hig reader
. fact he trics to bring him closer to his point of view He
un bring them from strong opposition to milg Opposition
or from slight ﬁwouT to slrgng favour or they can have 4
complete Chan_ge.l in their  thinking through strong
persuasion. So it 1s the extent that is measured, (o what
extent his persuasion is successful.

ated wigy

Arc there various types of persuasive messages? If yes
do we follow the same plan for each type or there arc;
alternative plans as well? The answer is yes, there exists
variety in purposes and types of the persuasive messages
and for each type one has to choose the strategy
accordingly. '

Types of speech include:

¢ Speech to Convince: In this type the purpose is to
establish a belief by urging your receiver to accept
your stand point and with this you alter his belief,
vou not necessarily demand your reader to act,
action may be a natural outgrowth of their beliefs.
Your primary purpose is to make them rc-.c:r__n_:r;.i/c
vour conviction. e.g. to convince the audience that

N

"ibid

§ o "
Grice eaking”.

ap % George L., Skinner, John F. “Mastering Public P
Il}-na

nd Bacon, Boston (1998).pp.328-377-
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« system of government g },,,
entary SY: Cller
};‘”-I:.‘.”-‘- r()r

our country:

Actuate: This type perforn, d

. \'CI‘ t“ . . y . .

e SpC (:'uﬂ long with the change in value j al
| ||]L' 1 ' ¢ " ~ = ~ a
l’lllc reader 1O act as well €.g. to move the

vote for the honest mati.

luh[t
.SO “Sk,«,-
diene, t

. Speech o Inspire: The f‘LlnCt‘iOI‘l of tl_]is type is to
change the feeling gfthe receiver but_ 1S purpose ;4
dienified and sublime e.g. to inspire people
regpect Peoplc more educated than them.

Factors that influence the process of influencing gre fo
be studied in their relation with other variables. There g,
certain principles of persuasion that one has to keep in

mind before starting the work:

« Importance of the topic to audience

e Knowledge of the audience about the topic

e Self-motivation provides convenience

e Harmony between the speaker’s and receivers’
viewpoints

e Reliability of the source

e Sharing of the common background

Persuasion depends on the significance of the topic to
the audience, in other words how much worth is paid to the
H"!‘ﬁt by the people, and also their awareness about the
opie, the less the audience s literate about the matter the
sredler as the possibility of persuasion. Seif -motivated
dence dre casily convinced, they will be conveniently
ehed o the desired direction. The consistency Of.lhe
I;jif_:s.a.sh;c with the audience beliefs and culture Ve
1lj]::;b dsurelyf of the conviction, If the source is credlE];
Wil be instilled effortlessly e.g. if the SP¢?
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Wiied or tramed mthat fie)q e
lated more clhiectively, f*ih;llin;s ,,‘-I'
peakerandthe  audienee

1 gt
‘1.‘511111
I the

.ﬁ‘(t‘ml‘l

”"."‘-,,!;.,!. e
”]n- IH "l|.

v IMe
CCultyyre
Mak e e

Certan
aill the
l‘t".'l‘ll -]l\

shment of the progression of
Il[lii‘

cotting on the job of altering
I-c.ll;"" what is to be altered. One capy target cert
mn one s “lldw.ncc lh,ul s the analysis of purpo
" aiter the d!scussmn _lhal the study of _
or the planning of .lh]s message. The analysig 0‘11 ‘1.111.4
qudience 1S cqually.lmpoﬂant €.g. if you want ld hy;"mr,
-hange in the behavior of your receivers then you havcm&
he sensitive abput the reaction of the audience whether lhc{\‘
will be receptive o your message or it will face severe
crticism. You must gauge their needs and consider cultural
differences. You have to see what they know and how thev
ieel about the speaker, topic, occasion and themselves. In
other words we can say that the analysis will be conducted
in terms of cultural, demographic and individual diversity.
Cultural diversity refers to the differences among people in
language, beliefs, and customs where as demographic
diversity involves differences related to basic and vital data
regarding any population. Individual diversity ivolves
audience members’ beliefs, attitudes, values, motives for

{

being at the occasion, and expectations for the speech .

allitude onpe requires
vy '

ain changee
SC. You wy)|
audience ¢

Aficr the analysis of the situation and the audience, one
has to scicct the most suited strategy among the @ '
sender must look for the means of pcrsunsi@ L
M4 particular situation, it varies from occasiod o 06 o

€ May use Direct Plan or Indirect Plan accordiiy & Y
'Caction he jg expecting.
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Positive ([,
OSHIve (Mo I

i / Rnf‘f‘erm

Fxnlanation

Main Tdea

Positive Cloge I

Direct Plan 1s followed when the reaction of the
audience 1s positive and the persuasive message is in
harmony with their thoughts and is not expected to face
oppositi'on. But if the message involves beliefs contrary to
the standards of the receiver, Indirect plan is followed. For
both the plans you have to prepare your message by
following certain steps:

:

¢ Lstablish your Credibi lity

* Give Logical Appeal

¢ Give Emotional Appeal

¢ Frame Your Arguments

° Emphasize your position

The strategy mentioned above finds its roots I the
modes of persuasion presented by Aristotle 1.¢.
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p thos. I,ogos and Pathos,

(e |n‘illt‘i|"t' ol Ethos Callg
\\'Ilit'll IS l‘L‘!'I\‘L‘(‘ H'um the

ity ST :

iy of the speaker-and also frop
conaltt . .

Mk . in that 1ssuc. Logos. demands the fore.
X |

Jpaument SO (that they should be compelling 1o 1},0
(he or. Pathos 18 the emotional appeal that chain the

.“CI\ ¥ g r = .
uit with the beliefs and values of the audience.
e

for '-II{'HL.CI"&

Charac ter and

IC CXPertise of

F]““ t”]d ’f):__r“‘ In

In establishing crgdil)ility of the speaker, seyery|
contribute  like  occupation, qualification.
ersonalitys manners, clo?hes, and communicative skills.
ensitivity of the .snuatlon, steadfastness, insight and
adeptness. Accz'ordlng to John- F.  Skinner, Speaker
credibility 18 fluid, varying according to your listeners. You
sossess only the credibility your listeners grant vou . The
levels of credibility changes as you progress in your speech
e initial, derived and terminal credibility respectively.
mitial credibility is your image before speaking to the
audience. Derived credibility is the picture the audience
develops as you speak. Terminal credibility 1s the
impression audience gets after the speech is completed.
Competence, an important ingredient of credibility, can be
shown by depicting your knowledge about the subject, ;1_150
by supporting your ideas by strong assertions. RL‘L!II'IIQ.
your stance with that of the scholars always gite
authenticity to your ideals. Another way 10 exhibit
©mpetence is by quoting your persoinal expert
matter ¢, if you are talking on social discnmnatien _
You are discriminated in the society on the Dasts of colot

factors

1 I
ence mn nc

1_1::.\!” '.H]\.i

o

J iy . harpman, Barbard E,
"BBU'\C& courtland L, Thill, John V. and Schatzman. Education.
US]I]CSS ’ th Fdl“Un. [)L.L”--sﬂn (

; Com Ladd 7
¢hli 203 munication Today .
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will provide you an edye tha

o credd this e phenomenon and cian feel i Yy i,
equanmted W ihthe

\nothet
(eadfastness (hatcan
abpectively and 10 20 he people realize Yong,
sercpasiveness by making the l"“ !‘ L| ‘u—l VL that AL .
I;WH their values 'fllel cnll?ll't e .‘_-ll-'lw the 'nmn.f,.,‘
j-wund* with them. I'he honest .nul‘lfnlinusml Aumeyy .
:;m cufficient unul they arc .dch\ cered cnnhdcm]}, W
connectedly. Unless you exhibit (‘lccp coneern ang ¢y, .
vour audience, your arguments will not be Vigorous, g, G
order to achieve your credibility you need to congige, the
verbal, vocal and physical d(;h\-'{-:l')f and hence ¢y, h;
cffective persuader by presenting a well researcheg and

accredited topic.

. v Ty 1 ) 3 . - )
:n”!ﬂ”.”" critenon o ' 'h( ‘l“”!h”it‘
l\L‘ i“""l'\'l'(' "}q' I‘”(‘t;[t“““!. H] L
. . » a C ”|.l
unbiased manner. Yoy g, - Matte
S el

Logical appeal demands sound reasoning 1o accepy
any idea or to adopt a position. For this we make a claim
and support it with some evidence. Mostly we yse three
tyvpes of reasoning i.e. Analogy, Induction or Deduction,
Analogy gives reason by comparing any other event similyr
to the phenomenon you are explaining. When using
analogy makes sure that two similar objects or situations
are. compared. In Induction, you reason from specific
evidence 1o a general conclusion ¢.g. Eisenhower was a
man, Kennedy was a man and Theodore Roosevelt was a
mian so all American Presidents were men. [n Deduction
~feason from generalization to a specific conclusion,

tiple example may be: All students have 1o work on
~oo et inorder (o graduate i Business
“_:r. sistration,  John iIs  the student of Business

Hstation so he has to submit his thesis.

sub lio ‘S“’ll-' logical appeal you are required 10 51""‘
sHbstantiatec arguments . ial (0 you!
. < !][5 'lI‘ld nyv 3 13[{:{'“ [L )

dudience and give plenty of n

\ . . - 1 ".‘
10 be clear abouy the ideas. You can introdu¢
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$C and n.‘l'f‘bd rc:l.?‘U?ling dccurately. Avoig reach;
C;:::-u]llh'mll without giving adequate SUPport to yoyr ]\I'Ii]f\\.'lshc
L - S.

The Hch;lli-Ul' can |1crsuz.ulc his audience by p
wisting heliels _5”1(1 arousing their emotions, The use of
Li\"ill cxamples INCreascs the acceptability of the uru,umc:u
l\“" (hey must be Sll|-|l(31CI'll CI‘IOElgh to prow: your p(};nl. and
arousc acceptance n tfu: ::llldlCﬂCC. The use of emotiye
[anguage like pain, plcasure, lcrr_or agony and satisfaction
qimulate the feelings of your llSlCl'!Cl’ and is helpful i
pringing them closer to your perception. But this will no
he effective without effective delivery f)r speech; the verbal
and non- verbal message must be consistent. Whatever you
are Saying must hlave the reflection on your face: this
ncreases the integrity of the speaker.

atting theiy

As far as the statement of the argument is concerned,
Aristotle says, “A speech has two parts. Necessarily, you
state your case, and you prove it.”® But don’t you think it is
a very simple description of the speech? In order to prove
your case you have to consider the structure of your
arqument and also their logical sequence. You need to
follow a series of steps to present our argument effectively.

1. You make a claim

2. You provide evidence _ a
3. You show how the evidence proves the claim

-h_‘-"""——____._

» %, .
‘\..L'\\. '\! 01N

Aristotle, The Rhetoric of Aristotle, trans. Lane LOUPe:
APPIEton, 1932) 220.

Al(jritc’ George L., Skinner, John F. “Masterng Public
Y0 and Bacon, Boston (1998).pp.328-377-

S!)L‘gll-.illg .
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vour argument depends ), : |
: i is the o he
The claim is the conelugjy,
want vour listeners (o .WLO

¥ L \n:

aterial you use 1o proyve

Yy ALe ‘t'

\'x‘ll!hlllnb

apee that supports 1t

"\ }k‘-“!‘l\ . ' ‘ . nu

\ wr argumett that you W

e i the supporting
nee B

) : il You;

B yrovide your |
¢ By this vou pr

poin soint. €.8 Positive use of mternet enhanceg
. g L ~ - . ~ +3 » *
ecept your | and the claim can be proved by the

erstanding !
age of the students who .

5 O [:“ Und‘:
studen arks pereent

case mn the m

net

s facrliny ollowing various
ths g following various 0\pes of

Claims can be warranted by
ad b= .

areuments hike:

Areuments by Analogy
.-\r;.:unwnls by Example
e Argument by cause
Argument by Deduction
e Argument by Authority

Argument by analogy is presented by equating the topic
under discussion with any other similar phenomenon. We
trv to find the link between the two cases and prove that
what 1s true for one must be true for the other. But in
stating analogy, we should consider the similarities and
differences between the compared phenomena. In giving
argument through an example, we go for instances that are
il related to the 1ssue, and are sufficient in number 10
ack our assertion, [t 1s an inductive type of evidence. The
\‘k ‘r: h‘- E‘_\lﬁical and true representative of the
T e relationship between the (WO
\.‘l .1:?,‘:‘;:}:131]?:\[2 In giving the argument by cause. One
These ;lf“alumenlsL ﬂ;\ Th? do o [he' efreC't o the mhez |
effect argument of 1E.I\T\m dual directions i.e. causc a;I_‘
races of poverty are "t‘lC]L anfi‘ cause argument. ¢.£ T};
unemployment iS-lhe Py ettects of unemploym_cnl. 51

of poverty. In another example.

We can see f i
rustr; i
tration is the cayse of drugs addiction.
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vo argument says that wy,, |

yedue!! o e e o,

! i"““t mstance, this '."]“" ol | ""-'.ii-' :
e ‘\I.H'” lorgeneral group, event . 'l_' ment g,
ke o hie mdividual, event o '-.|In.|l|r-;: | o o 'nd
‘:.1“.".“ codents need 1o mak.c IH.I"llllll :IM: senera|
._1_|m‘m‘lm It‘t‘hll(lh)jt}’ mn order - .:r-;I.””J 'l!ll ¢ of
."”N\I;L:d}!t' of the S“hjm"l“.' ”"'q_ s gencral (I:ar 'Ifl:”[!ml
\{u“‘ qow we can apply this claim to pProve the n” '!iw“” :

- HCCd of ; f

W ” = * B I Qe "
o l, ndividual student by saying (hay, -

YOu are y -
for & ot M J drC A sty
"ol qeed to use it

ent

and )

(n argument by aulhorily', l.hc claim gets approval from
epecialist source; the credibility of the argument cr:m.l-}—l
lr'rt;"‘ (he authenticity of the speaker for the audicncc: :rs:];
s requires the source to be an cxpert and unbiased. [ ths
ape of argument, 'example, de(Iiuctlon, analogy and cayse
jo not prove fidelity (_)f the claim. e.g. if the speaker or 3
cnder holds a responsible position in the field he is arguing
or is qualified in that area, his argument will meet “areat
wrcement as compared to the one not trained in tha
giscipline e.g. If you are speaking about Aids and give
reference of some reputed medical scientist in support of
vour argument, it gives legitimacy to your argument.

The success of the persuasive message depends on all
the necessary features discussed earlier. All types of
analysis i.e. situation, audience, and purpose, types of
persuasion, strategies help a sender to create an effective
message, but along with this one must also be familiar with
the common fallacies which hinder this process. Sometmes
Persuaders reach hasty conclusion without giving ample
Upport 16 their claims, some others (o notwant . 1.1:.40
?Omc new and effective ways of giving arguments and stick
g{:)lﬂlc“,?w?;c - and. tmdili.om.ll WayE ,‘tmxl_::i:.l:\[t’tllc fme
Peor;lc L}IL 1. pmrs Heir getianciig I],L)\\.Lil\‘.»{ilill-u concept 4

ecol‘regimder e comimoly of l]_k # . 0 yular opinions
one; they extract truth from the pol

o old as
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which is mislc:ldin%:. To hp .C“.Cf_‘ll\’(! n PCrsuagie,,
needs to be awale of these pitfalls inorder 1o avoi( lhu.n_{
| I,
The art of Pc;-su;!sinn depends on the rationg| abilir,

A spcaker has (o persuade according |, 0f

recciver, purpose_and many other oy

discussed carlicr. There might be endless Strategic, r:;;:
pcrsuasion a speaker ha_s to select according 1, [hl,
t is entirely the game of words tp,, ym:

discussed features. I
attain convincing power. In the words of Napoleon:

the sender.
situation,

“We rule the men by words.”
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FHE IMPACT OF Ry 01
TRADING BI()( ():'\M'
INTERNATIONAYJ, lil:’Sl:\’l-\;\

By
Faid Gul and Nageer A. Rajput
Faculty Membepg

This paper examines the impact of Regionql Tradi
Blocs On International T rade. We attempt to clayif; ;’/;i
sconomic. social and political implications of these tradin
hlocs ot their member countries and how they are aﬁemni
the non-members. Our analysis has shown hy trading
hlocs tncreases the economies of scale of memh;
countries” firms by providing them huge marker gj=p and
customer base. Firms can reduce their cost by gettine
access 1o highly skilled and low cost lubor. low cos;
capital, and efficient technologies. Countries can increase
their political power by joining regional blocs. But at the
same time, some of the countries (non-member) lose their
comparative advantage due to high tariffs set by member
countries, which result in trade diversion. Even in some
cuses a Strong country, in a trade bloc, exploits its weak

partner’s economies.

INTRODUCTION

The purpose of this article is to critically evaluate {I:g
"egional trade blocs, like EU, NAFTA, APEC, and thel
Pact on international business. In order to complete -
rticle, information about EU, NAFTA, and .‘Mff'(‘ u~.
Sthere from hooks, articles, and Internct. The information
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walt o basis of !I‘fldl.‘ creation &
was ”.“‘” ul ] g ative & competiive advantage gy, ¢
‘“w'.m“-‘"l‘-“*nl countrics. member as well as ”n“'ln;'llll N
Jost b (h”“\:' these regional blocs on different 5‘-"'“”"‘“[‘
. mbmht"' countries and their i'”h;.(.; ;:

|

the impact ¢
v within the

L.rl“]ﬂ”
DI

o certainly. have a great impact op the

s. Trade among the memb,

I

her countric
| manifolds. All the regional bloe
le of thts dramatic increase in lh;:

trade activities er countries. Regional blocg
o competitiveness of the member countries firmg

he tariffs as well as the non-tariffs barric}
hem economies of scale by

roviding t
ket. But on the other hand. the

home country firms are also exposed to intense competition
from foreign firms of other members countries of the bloc.
This intense competition anmong firms decreases the
consumer prices and result in greater business activities.

chinn:ll bloc
es of mem
Jas increasce
examp
in Its memb

cconomi
countrics I
pm\'idc a }._100(]
increase th
by removing |
within a bloc and p

exposing them to a huge mar

1and, make it difficult for

Regional blocs, on the other |
compete with the local

non-members countries’ firms to
firms by adopting unified tariffs to them. In this process of

discriminatory treatment of members and non-members
countries’ firms, some of the efficient firms of non-member
countries lose their comparative advantage in exports to
these countries. In some cases the member countries lose
control over their own economic policies, like in case of
FU the members are required to follow the samc mternal
ajul external trade policies. Even 1n some €ascs the strong
:;z:”:ffs \?i lFr?ic EJ]?C eXplloits the vs_feak rr_lembers. I|ikc in
ot wlgy particu]Z;ecxt 1e -Canadlans,. in geneiil,
| ploits the Mexican economy.
b]ociftj:r j‘;‘l?l)l’)z;“g the pros and cons of the regional t!"d-dc
concluded that countries should 0™

and
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L hlocs because lhl’:SL‘. blocs INcre
er L mong nwmhq countries. [y g recomme
e . should join the trade blocg of the .
¢ they share c011}|11on hordcrs, h -

he same stage of cconomic grq
l:n countries will result in the ¢y
o I:r\"-“ economy, while trade bl
Co-"”rc'%‘“" in no gain because of the
“'I“) II;U countries should, at least. fo
;":;:mon market to avail the advant

of production.

AS¢ the 1y,

AVe similyy o

' Wth. Trade

with on
Omy
POOr consumer base

m g Custom un

_ lon
ages of or

differeny factors

’ THEORETICAL FRAMEWORK
1.1, Purpos¢ s

The purpose of this study is 1o critically evaluate
eional trade blocs and their implication on inicmulimml
]1I;SIIICSS in llhc g‘<)111c:;;[1(1r;1r)‘ world. The three most
important regional blocs _I-_IT. NAFTA, and APEC are
selected for this purpose. The study wil help a country in
deciding, whether to join a trade bloc or not and/or which
rrade bloc 1s most suted for a particular country.

1.2. Scope

In evaluating trade blocs, the study takes into
account the imphications trade blocs have on its member
countries” economy. What happened to the trade among the
member countries after jomning the trade bloc? How these
blocs attect the non-member countries” trade with the bloc?
In other words, how much trade was created and how much

Was diverted by the trade blocs (Mahoney et al. 2001, p.
301)

1.3, .\lc:lmdolog)'

1 LEGerent Books El!ltl

It order to complete our study, differen -
artyo] . _ vorched for Curreit
articles cre studied and Internet was scarcied | Tha
Updates her countries. The

about the trade among the me:
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analyzed on the theory
and lost by differeyy
d trade diversion.

athered is then,
advantage gained
ade creation an

information €

comparative
countrics duc to tr

4. Assumptions o
1.4 p search study, it was assumed thy

In conducting our € .
locs are the representatives of |

cted trade b
orld. Although there are some other

the above scle
have their own advantages and

the trade blocs in the w

regional blocs which : :
disadvantages. There are other factors which affect the

trade among the countries but in this article we study, only,

the effect of trade blocs on trade among countries.

2. BACKGROUND

2.1. European Union (EU)
The most important regional bloc in the world today is

European Union (EU). The EU’s 25 member countries,
with a combined population in 2004 of 446.6 milhon,
comprise the world’s second richest market. In 2004,
membership was provided to the ten European countries
( URL:ht1p:z’;'\\-'ww.europu.cu.inl.fcomm.-“cnIurgcmcm index

en.html).

The EU’s beginnings stem from the 1952 creation of
the European Coal and Steel Community, which was
designed to restore those two industries to profitability after
the Second World War.  The European Economic
(“ommunily (EEC) was established in 1957 when the six
founding countries signed the Treaty of Rome. Under the
treaty, they pledged to create a common market bY
eliminating internal trade barriers, developing commnltl
external trade policies, and improving mobilit; of labor.
Capllil.] glld technology within the EEC. A third
o:‘ganlzatlon,.thc European Atomic Energy Community.
!\}'us cjrczlled i 1958. Officially, these three communitics
ormed the European Communities (EC). In Novembe’
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‘oo . ' ‘. ' Y i ’a
o3, (he NAME of 118 EC was Chanpeq o,
| 1) as a result of the f\-l;:m.[n(lnt [ o’
realy

b
| Tope
U o1, p. 303). |

(Mal M

‘11 Wt |“,_..',

Ceth America Free Trade Ao
North rad Agreemeny ‘Nf\l"'l'.\,

vorth America Free Trade Agreemeny (n

per importantregional  eeonomi. (NAFTA) 4
aner qated o 1994 educ n”.”m' ntegrat
Iﬂl!‘i“mmLd o o reduce barrierg o, trade o
qvestment among Canada, Mexico, and Unil(:(; ;,‘Iml
GAFTA builds on the 1988 Canadian-Us Free l-;"}cs,
:_\gr00111011{. Canada qnd the United States enjoy the wo ’;il(!c
;a;ges[ bilateral trading relationship, with (o ey Irrq(i s
otaling around US$350 billion. The United Statc; ?T
\exico’s largest trading partner, while Mexico is (he thir'c?
largest rading partner of United States (after Canada &
Japan). However, trade between Canada and Mexico, while
orowing, 18 rather small. The NAFTA agreement promises
on increasing integration of the North American economies.
Over 15 years, tariffs walls were lowered, non-tariff
harriers (NTBs) reduced and investment opportunitics
increased for firms located in the three countries (Mahoney

etal. 2001, p. 314).

2.3. Asian-Pacific Economic Cooperation (APEC)

The Asian-Pacific Economic Cooperation (APEC)
mniliative commenced at a meeting n Canberra n
November 1989. APEC developed in response 10 _1[1c
growing  interdependence  between ;\smn-P;fum:
economies. APEC began as an informal “dialogue ;,".[‘nu'i’-“
with limited parlicipation. However, .t[ SO0 hi:L";u[h‘; :::Lf
primary regional vehicle for promm‘mg. (‘I’_"“ l"“l;:,\.‘g‘]
Practical economic cooperation. APEC currEi \\I o
members dotted around the Pacific’s rim- .“]C "Ilt'- (nam.
entrants admitted jn 1998 were Peru, RUSSI: ;1’_1d ; 1;11L1f)iIlL‘tl
" 2004, APEC’s 21 members’ countrics had @ ¢
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0 25trillion and ov slob,
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P ol Uss! sopulation 0

(5 o a L-nmlnnud llIl | of around US$3 .4 ang
ades v - yvalue ‘ 79D, SR
et goods vl l]'”mn

cﬂ“"""‘l orv/apec/about_apec.htm]y

(L 'RI.:hlth:h www.apee
APEC was a very informg] groy

qcls occurring bf:lwccn I"orcngn El.l‘ld CCono;,
¢ nber countrics. At a 11-1eelmg In Bungk()k s

1992. APEC ministers agree 1o establish a small PCrmangy,

= i Singapore, and formed ten Secloral-bge
gecretarial - areas such as trade and i“VeStmem

oups 1N

working groul icati

energy and telecommunication. November 1994 Bogor
Dccl:z;ration in Indonesia committed members to

objective of achieving free trade in goods, services and
i vestment among member governments by 2010 fo
developed economies, and by 2020 for developing

economies (Mahoney et al. 2001, p. 319).

" arlv rcars,
I its early Y€

with cont
ministers of mel

2. Findings and Discussion

Following discussion is based on the implications of
Regional Trade Blocs on member as well as non-member
countries: on their economies, on their political powers, on
their socio-economic conditions, and impact of these blocs

on globalization.
Economic Implications

| The most debated impact of regional trade blocs, on
the member as well as non-member countries, is their
“tonomic implications. With the elimination of internal
antes, i.i"a:.' market area is greatly enlarged and no longer
Jeunded by borders of individual countries. Gains from
-.:‘..;,'5‘:"556(? economic  efficiency are arising from the
h’éi{:cnczmon of production within the area on the basis of
f[{““o“a' .I"actor endowments and comparative advantage:
hese gains can be reinforced by economies of scale that
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i Ll firms may be able 1o achieye
‘ | e . LY
i ion within the expanded Mmark ey

it :
L.‘)lﬂ[ IS 1983, p. 148).
gmmO

Al &

and hy Nereased
are; .
rea (Roboc, and

This point 18 further stressed by Crinkota. R
. ’ A : . . L] 0 syt "
" voffett and A-”(hdfdjl N similar worgs [ nl\amvm‘
& ases market size and therefore may reSuit imcgiallon

N a ower

incree ‘ -

Jogree ohnonopoly in the production of certain gooq
qcﬂ-iccs- [his is because a larger market will te Sdand
¢ na to

rease ;|‘1£; 'numhcr of competing firms, resulting
realer efficiecncy and lower prices for con o
(zinkota ¢t al. I(?()d, p. 159). The huge competition Slllmers
rcgiﬂ'“'l integration, will result in Jow prices 1&;-“(::![0
consUmers whcrg as the reallocation of resources within EIK:
fice (rade arca will result in greater efficiency of the fin N
According 10 Alkhafap (1996, p.18), such i:;lcurulion l’l:lls
hoost the lr;msl'c:.' Inl' technology., which could serve ‘u})
intensily cnn_lpctllmn and novation in addition 1o
rcallocation of resources in order to maximize their use and
value.

Firms operating  within trade blocs get  Internal
EFconomies of Scale by greater production for large markets
and External Economies of Scale by getting the access 1o
cheaper capital, high skilled labor, or superior technology
(Czinkota et al. 1994, p. 159). According to Phatak (1997,
p. 53), trade blocks promote the economies of scale not
only in production but also in marketing. research and
@\'CIﬂ;uMlt. The competitiveness of the firms is not. only,
limited to the trade bloc rather international firms
established in common markets or free tradc arcas can
becom: more competitive in third-countr market 1f the
ncreased level of production secured Wit the hom
f“"”'l\t" nermits reduced costs for C.\cpt‘-:‘tcd :
o5 ;,': l:w(\g!nzmg ll}af fact that the impact 0 G

order formalities become more 1P

ho

| ) o
goods (RoDO

ortant than the
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le in the world, Ny

1. Illtfrt‘|i"‘3'
ymaote

s 1o Pt

hlocs

’ have an CNOrMous impact gy, the

Rt‘.ﬂ“f”‘l cxports  among the - member coupyyiy,
imports '"'f Sing 10 Jifferent trade bloes increased ”w"
Countries l“]f"”’:‘. ‘;"illl other member countries n];,”i'hml_r

| “""' Il‘\l:':lu‘l’]ii'-3 (1998), Canada exports (o the (; ;
According 10 B8 on in 1988 to $245 billion in 1997
During lhcw sn;nc_ pcriml, injplortil hE“’CISOI:Lj rl'l‘om S‘)j
pillion to S210U billion.  TXEC FI?)(;S é i sreal
impact on the member count.rles : .co‘nom:(-: 'thOFI{)s
suguest that free trade a'nc'l m.veslment Is positive suym
game, in which all participating countries stand to gain
(Hill, 2002, p.235). According 0 Alan Rugman, cited in
\fjcro: the micro-Economi¢ Research Bulletin (2003), free
(rade agreements increased intra-regional FDI within the
three rggional trade blocs formed by NAFTA, EU, and
Asian Countries. Firms use trade to gain market access
hetween regional trade blocs, while use FDI to gain market
access within trade blocs. Also according to Haar (2002),
Mercosur, which is a regional bloc, has become particularly
successful in attracting inward investment. According to De
Guy (1998), for many small countries the appeal of
regionalism is as a safety net against globalization. By
offering their own firms an expanded-and partly protected-
domestic market, regional trade agreements arc thought to
provide a platform from which to confront international
competition from developed countries.

Until now we were concerned with the positive
cconomic implications of trade blocs but actually the extent
to which these gains are shared with or achieved al the
expense of outside countries depends in large part oF the
balance between trade creation and the diversion ¢/
(Robock and Simmonds, 1983 p. 148) Reuional blocs
stimulate trade among mcmber’countrics' bul:}zu the same
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It
panitve COllt'lili()|]s changed between ;

ternd p'rmluccrs. Firms previously cxp(ming"zlcrnal and
1y find it necessary to jump the trade barrjer iln({ij ll.u_- dreq
el Pl.oducmg umts. ( Ro.bock and Simmonds (]?f:)labhsh
154). This may result in shifting the production L;nil ?l p.
[ower production cosl location to a higher cost, in o er a
qustain comparative advantage in the market, F i‘rms IL( er to
within the frec market arca can become more com eff‘:ﬁffd
through larger-scale production units, if economies (F)’f slc]a\iz

are important 10 the industry.

(‘fom

According to Slcg]c & Lawrence (1994), free trade and
tari(1s rcl'orms,‘cspecmlly within the regional trade blocs,
makes it possible to serve larger regions with fewer
manufacturing plants. This large scale production result in
irade creation within trade blocs by eliminating the tariffs
as well as non- tarifTs barriers. The point of trade creation
and trade diversion is expressed by (Czinkota, Ronkainen, &
Moffett (1994, p. 159) as any gain in the trade position of
bloc members, however, is offset by a deteriorating trade
position for the exporting country. Again, unlike the win-
win situation resulting from free trade, the scenario
involving a trade bloc 1s instead a win-lose. T rading firms
tend to shift from low cost of produclion outside union ED
high cost production inside the union (Nelson, 1996, p.119)
which result in trade diversion. A threat to non-ME ©
countrics’ firms is inherent in the creatior T;:Li “”:*I‘;
market. This is the threat of bein shut f -Il‘iIILI hll"[JE;-l-
;]gill\';[ by ll'{e creation of “FortreSSC_S'; o them ‘,.-cL: trade

242). This limits the chances for

nm-l-mcm!m

out ©

1 _gIohn] f
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is stress by Fung (1993

' al 1he
(o block the Asian Prospe; he

'Ily_

ket, This same point
g a lortress

[‘urope I8 makimng

o C,.‘,mpcliiim] within blocs wilj -

1 -th‘ 'IIL.'.k‘;ISt - Ll L] - . .
l ars AMONg the [irms, due to Illlj__'.L competityg

ult jy,
N, for

wice W e i 5 .

; roased market share and profit. Even countrieg in 1

INCreas : S mership of wi ‘
P yreign ownership ol wide

have restrictions on forerg range

broadcasting, airlines, defenge

: gries including. '
industrics meiudiiz _ ’ . ang
onerey transmission (Beamish et al. 2003, p.14¢). These

discriminatory treatments of the member and NoN-mempy,
countries make the naturc of trade blocs doubtful,

Political Implications

Regional trade blocs provide political strength
member countries. These blocs.increas.e the bargaining
power of its member states on international forums, By
linking the neighboring economies and making thep
increasingly dependent on each other, incentives are
created for political cooperation between neighboring
states. As a result of increased dependence on one another,
the potential for violent conflicts among the member
countries reduces. By harmonizing the disputes, they can
enhance their political weight in the world (Hill, 2002, p.
230).

~ Butin a world of many nations and many political
ideologies, it is very difficult to get all to agree to common
set of rules (Hill, 2002, p. 235). The agreement to a
common set of rules requires some additional sacrifices of
I:iﬁ!l(}l}a] sovereigmy of the member countries. A high
;.‘:5::;‘;;";E;’«‘?nﬂmic. Integration results in a less control of
Sm__,;.,” . ent over the country’s policies. Thereforc, even
m,mg_,.‘nf r;;fciU member countries hz.we shown strong unfi
'l:i-‘nlral bb* I nce to surrender their national currencys
4%, and other powers to a “distant” authorit:
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larly an unclected authority
l.* L - -

(Ban B Reon
yarll ; 140). ¢ M

I,‘}l}('r,

\ccording to }Vumﬂnu (1998,

| llmlt“"“' are looking for the Waysg
th or ofother partner. To decregge
““\Llhcl'ﬁ' countries look [or like-mi
the © OliIiCiimS hav

50me "-”“HII'H,"--
10 Off5¢ the
the politie
1ded alhieg
blocs. P ¢ a favorable way o
supporters. I-lu-gc government contracts yre aWarded
pome country firm mslcla'cl of foreigners, ]| these praciices
result. usually, 1n pOl.IlICE\I controversies. Therefore the
countries should establish a free trade and i

i _ o Investment bjgc
among a limited number of adjacent (nelghbors) countries
among the world community (Hill, 2002, p.23

3-230).

W ”hin
Politicyl
Al power g

with ip the
f rcw:lr(lim: their

According to Micro:

the Micro—Economic Research
Bulletin (2003), governme

nt policies impact the behay
and activities of firms and workers through regulation

infrastructure, therefore trade blocs will affect all the f
equally because the regulations within trade blocs are
same. But according to Tusveld (2002),

application of EU customs rules vary |
different member st

lor
and
rms
the
in reality the

argely in the
ates which sometimes result ip political
conflicts and controversies among the member countries.

This is also true for other trade blocs where ev

country wants to get maximum benefit from t}
even

ery member

1€ trade bloc
at the expense of other member countrics. A

reasonably hj gh controversy exists among the EU members

aout the Wider and Deeper consideration (Ball &
McCulloch, 1996, p. 142).

. But on average, the political power of the counties

5 and they can make feel themselves in mc_ world
Y Strong political existence. Small and weak countrics can
Save themselyes from strong countries’ aggression ;mfl.
OMpetition by joining trade blocs. This increase P‘O‘.-"»‘l
%0 Tesulis iy high protection against globalization it
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,Jobal frec trade. But according
Lhanus of glo ing can dismantle try,
98] cyiol : ‘-;"_ faster than is possible i (e
nothe for eventual multilatery

is to “join up the dots
al free trade 18 usuully su‘purinr to
ferior 0 W orldwide free trade

f resources (Nafziger,
should not be ap

[imiting the
De Guy (
parriers b

wTO. laying
liberation. All lhal{on
hetween them- Regl

n
pilateralism but £ ucncraII\ Lot
rJobal efficiency in the alloc:
in g

1996, p. 324) therefore regionalism
) ‘
obstacle to £ Lthd]l/dIl()n

Socio-Economic [mplications

an enormous impact on the socio-

Trade blocs have e
cconomic conditions of their member L’Ullllll‘lt..*.a. According
(o Christine & Brian (1994), a country can mmprove the
standard of living of 11s people by learning from other

8

member countries €x pun.nus Take for example Mexico,
which alter the nature of its insurance products by taking

advantage of NAFTA membership.

Trade blocs make it casy for the member countries to
lcarn from their, already, developed partners. According to
Luiz Inacio (2004), countries can improve themr credit
ratings, exports & imports and socio-cconomic condition of
the people by jommg the trade blocs. Even the poor
countries can provide better facilities to the inhabitants
because advanced technologies are available at low cost.
Consumer prices decrease because of low cost of
production, increased productivity, huge competition
among the firms, and the elimination of tariffs and non-

tariffs barriers to International trade among the member
countries.

But cach form o {ec
on the nation
specific secto

l onomic integration confers benefits
b cconomy as a whole but often hurts the
ts and communities (Griffin & Pustyp. 2002,
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(

[he exacl n.ppnsilc 1S true for (e dm'clnlu-d .
\ccordmg 10 Waterloo (1998), while CXporters ‘:;"““‘Il*;-,
qpany union members are nol. Workers in 1, ;lut.- ].]lum'}
.,‘ullllli‘it.‘h' are I“.S‘-'" - free  trade deals. W:lgcsL ‘E’F'H:d
cmained §lundsu|l \\fllllp-lllc productivity of e . Lm-c
s been increased significantly. In other v ”Ltm
are working hzu:dcr but they are not making -;m '()r crs
money- According to Waterloo (1998). for (.,}m'm;;)'rc
workers where the competition from Mexican \tvodl ltnzj
keeps the wages down, while profits (g corpgrzz

shareholders go up.

Developing f:OLlntries should support every effort of
globalization to 1improve the socio-economic condition of
their people. These countries can’t improve the standard of
living of their people without the help of developed
countrics. According to Rathor (2003), the developing and
least developed countries will suffer the most by refraining
!hemsclves of free trade blocs. Developed nations will enter
into bilateral pacts and strike hard bargains in their favor.

4. ANALYSIS

d the following theories will help us to know some
additimg., L1 4 sz
'dlliona! things about the trade blocs. These theories
I.(: " - . . N\ vy <
"inforee (e concept of globalization where regionalism i

us Lt . 11.. ) 3
8lobalizytion,
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f *Comparative Advayy
- :l

ardo Theory 0
{

4.1. pavid Ric
dving the compar;uivc advantage we -
" eaction COSIS qqual to zero which I,n"c]llmu
. and (ransportation COSIS (Todaro. 2”“”lldc
y, all the countries, except the lr-‘
port duties and tar ffs to the googs ::;1:1

different <.?0untrics are  treaqe
hich sometimes r.csull in lost of cmnpur;ui:t!
ficient countrics Of firms. Trading hloc:
he trade barrier lqr the r‘ncmhcr cnuntri(‘\;
jon units to the location

468). But in. realit
charge 1m

And. often.

differently W
advantage for el

actually, remove t
which result n shifting the product
where there 1 actually firms enjoyimng the comparative
advantage. But even in such arrangements, some of (he
countries lost their comparative advantage
e diversion, Therefore these rL'gitmt;;ll
alization where the firms will,

non-mcmhcr
which is known as tri
blocs should lead to glob

tally, enjoy the comparative advantage.

ac
ory of ownership, location,

4.2. Dunning's Eclectic The
advantages (OLI)

and internalization incentive

Regional trade blocs provide greater benefit to the

firms which own a good brand name. Such firms, if belong
1o the bloc. will build their production plant where they

have a location advantage due to resource availability or
having low production cost and will serve the whole
market. These firms are no more required to usc FDI for
H}lh'rll.iil.".i[fl'll because tarifts are removed within the blocs.
ey can carry on their business from the home couniry if

{;"a'._ \ :\-L‘,‘I My ! the ! B t ‘
. one 1o the bHloe. Even the non-member counires
i L.::i cnjoy this facility by doing FDI anywhere in the
Moo g the erve o - " : - ‘
i ( LI]L‘“ serve the overall market by achicviis the
cconomies of scale.

I\ - = Talad dJTa .
f’luh-,\..:“, HLLI\:»Lhc_r-OhIm theory of Relative
/ment and Michael Porter theory of Competit®
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varter Ihamond), aleo
' {l ﬂl“. }‘ ll W) ‘”"i-“”’ ”|-- 1

_\J\.'Illl].l‘,'.“.“ _\hmulill\t'v resources endow b lew of fu
l:'h‘;lfl_‘\“-qu-.(lllhll and - sufficieny (If'lll.}l.l:-.‘lll ,,.. Plaine
b png NAUSEEY A0 the bloes, as explyieg ;}fl.’l.”"'” &
il fl CTCase the comparative advang, . of 4 'Y Michae)
!"“:“m:!l plocs. | SR TTETRTS

When we Iogk at the economic implications of 1r
ylocs. DY comparing lh_c trade creation and trade ‘divcrsri‘:::au
 comes out that regional blocs are very import ;
crational trade. In the perspective of a country:

\ rade bloc Increases the economies of scale of its firms
i“. pmviding it with h-uge market size and 'consumcr,busc\.
Firms can reduce their cost by getting access to hishly
illed and low cost labor, low cost capital, and efﬁcaicn]
cechnologies. C ountries can increase their political power
by joining regional blocs. Developing countries can save
hemselves from developed countries” competition by
joining regional blocs and adopting equal external tariffs o
son-member countries. The socio-economic condition of
the people improves, in the trade blocs, due to reduction in
consumer prices resulted from economies of scale and huge
competition among firms. Regional blocs will also
stimulate the globalization process by signing agreements

among them.

ant for

mt

But at the same time, some of the countries lose their
comparative advantage due to high tariffs for non-member
countrics. which result in trade diversion. SHone countries,
M the trade blocs, exploit their weak paitict s ORI
5\-‘Cn I some dcvelopcd economics,

“Crease in their real wage rate due huge «
POor countries. Also, some of the countiics

employees face
ompelition from
qre reluctant 0
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mbership o other countries which resuly j,,
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entend :l‘l.t'”l::i Jowdown the process ol globalizatioy,
SLOrtress o ¥

[hough there continues “‘."C c('msitlcl‘ilhh- Controye,.,

~h.;‘| (e creations n[ r'cglmml trade  bloes are

on f\‘l‘jxl“ on the promises of unfettered trade, i”cr‘iil.‘iu]

iy L:II]I:':}ﬂ\,L\S“nL\n[ opportunitics p'rovi(lcd hy these blocs,

: of its members, job creation, and (.

certainly,  very high

\ik
rade
custain - growth
pohtical — power
achievements by these blocs.

guincd are.

6. RECOMMENDATIONS

This article is, mainly, concerned with the implicationg
of trade blocs on member and non-member countries’
economies. Throughout this article important advantages
and disadvantages were noted down with supporting
arguments about the nature of trade blocs. By analyzing the
whole article, it 1s recommended for a country to join
regional trade blocs. But before entering to a trade bloc, the
country should take into account some of the factors.
Firstly, the country should join a trade bloc with countries
with whom it shares common borders or there are some
cultural similarities. Secondly, the country should look for
4 trade bloc whose members are on the same stage of
cconomic growth otherwise the gain from the trade bloc
will be minimal. Thirdly, the country should join a bloc of
custon union or common market to fully capitalize on the
.':_,j-';z;:z.:zl\-.__r_c of free trade. The impact of a low deurce of
Hiegraion, on the country’s economy, will be minimal.
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~ erriON OF A COST EFFECTIV
SELECTION NCOS IN PAKISTAN

FUEL AT GE

By
Engr. Shahab Alam, PhD [1]

ABSTRACT
In Pakistan, fuel cost is around 60 — 70% of the
operating cost of a thermal power plant. 'Aboul 4.1
million tons of oil equivalent (toe) furnace oil was used
during 2005-00, for thermal power generation, Wh"fh
was 23% higher compared o previous year’s
consumption. In terms of foreign cxchange, Pak:s}an
spent more than 290 million US § to mmport high
sulphur furnace oil and 52 million US § lo procure low
sulphur furnace oil in the country during the year
2005-06'". This ultimately puts burden on the balance
of payment and the economy of Pakistan. Low
operating-cost units will not only be dispatched more
often than units fired by expensive fuels, but they will
also generate more profits every year. The National
Transmission and Dispatch Company (NTDC) has
been strictly following the principle of economic
dispatch order. The objective of the government is not
lo- maximize the profit of a Genco, however, its motto
s to provide relief to already burdened consumers of
electricity. There are two ways to lower electricity
prices.

(1] Professor and Head, Department of Management Sciences. National University of
I\‘Indcrn !,uuguu:gcs (NUML), Islamabad and Ex-Director (Gas); Difsctirts General of
Gas, Ministry of Petroleum and Natural Resources, Islamabad
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|. POWER SECTOR OF PAKISTAN

The generation of electricity takes place using a variety
of technologies — all of which use some form of ene '
spin a turbine that in turn produces electricity.
generators burn some fuel, such as coal. natural Qas or oil
o heat a water boiler, producing steam [1]. fuel costs are
the largest variable component of power production costs.
power plants that can run on less expensive fuels generally
dre more valuable than those, which can not. in Pakistan.
fuel cost comprises of major chunk (60 - 70% of the
Operating cost of a thermal power plant). Pakistan has two
Vertically integrated power utilities: the Water and Power
evelopment Authority (WAPDA) and the Karach
Electric Supply Corporation (KESC). WAPDA «L_"_clmfnvs.
fansmits and distributes electric power to all of Pakistan
Z:ljgl]:]l the metropolitan arcas 0 [ '_K-.u'fu"l‘\.z | ;m:{h :;H::
e N8 parts of Balochistan, which are supplic ¢

' 2. WAPDA currently has installed ‘l‘.t““‘.
s | aci N while KESC has
RE , . apdClt)" of 11,338 [\_l“' aniour provide 30
' 0Mw, 1S0lated systems of Pasni and l’.m._I:-,‘-lll pro’ o
S account for 6,543 Mw and 150.3 Nw of pe

rgy to
steam

.
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(hrough 4 220Ky double m‘”l.-
and the former regularly supphes |mu!-:I.'
latter ]\'ill';IC]?i'S ' requirements, ““I’L‘t-'la'utii-:.
peak demand. The oh!cctwc of the governmen 1
maximiz¢ the profit of a power generat, 5
however, it (ries to provide relief to ulrcu:;f
purdened consumers of clectricity. There are two ways i
lower the clectricity prices. Either procure those unjs
which have substantial lower prices — which is Cﬂpila‘l
practically impossible for a capital shor
kistan, or use inexpensive fuels so that
terms of variable component of
because as mentioned above, fuel
f operating cost of a thermal power
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plant:

intensive and
country like: Pa
much can be saved in
power production cost,
cost is a major portion 0
plant in Pakistan.

Pakistan’s Power Generation (installed

Table - 1:
capacity, Mw), 2007
N / '
Name of Power Fuel Type Installed capacity
Station Miw '
"WAPDA HYDEL:
WAPD - : o
"WAPDA THERMAL: 4,894
"GENCO | |
:}a{r?‘fhnm Gas/ Furnace Oil 850
GiNcoT = L
- Sukkur :
Guddu oas <
Ciidd Gas/ Furnace Oil 640
Qligha (C_Jgas 1,015 |
T as/ HSD 3
vivza[Tar G . |
Multan jarh Cfas.f Furnace Oil 1.350 i
| Faisalabad gm Sekaih e |
- Faisalabad (GTPS as/ Furnace Oil 132
) PS |
St | Gawtis -4 i
s’ HSD 59 .
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cO-1\N
“Ik., Coal
l'_‘,l \ 11D K
"‘\ | MS Hsh
:;',_.; Pasm HSD | 1
“I PS ]“11|_|.|_'_'lll - : . 1
' | TOTALTHIRMAG
s R R.\'l.‘\.l__:____'_ o | _.1‘«.,.1“
FNDEP NDENT l“R(')m ICERS (IPPg). 1,756
};l)\\']": (‘aas,’ Furnace () | {61
AP X8 I:urnam: Oil | .2-;1?.
HUBCO llllmacc 01l 1%1’2
KEL _ Furnace 0j] 362
AES Lalpir Furnace Oil Phie
AES Pakgen Furnace Oil 3 1’%
' SEPCOL Gas 140
| HCPC Gas 586
' UCH Gas 450
? ROUCH Gas 157
FKPCL Furnace Oil 134
' SABA Power Furnace Oil 135
' JAPAN Power Gas 215
| LIBERTY Nuclear 325 i
| CHASHNUPP Hydel 30 |
' JAGRAN Furnace Oil 136 !
| GUL AHMAD Furnace Ol 126 \
TAPAL Nuclear 137 _
KANUPP Gas 35 |
PASMIC Furnace Oil 12 '
APGL ‘
TOTAL IPPs 6,543 '.
| RENTAL POWER 150.5 |

Source: Office of the Engineering Advisor (Power), Mo
Water & Power, Government of Pakistan, Islamabad.
nT) L1 A | :; ‘,"\'

2. FUFL PRICE HISTORY ANi AVAILABI 11
INPAKISTAN
m——— qed to sel the
I past (early/ mid-90's), go"'“'“'l';-]'dl:{m ncluding

b O O 2y )
Sale and purchase prices of petroleunn P arketing

: »f ol
furnace oil, and therefore the margins ¢
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1091 (when p it
Hub Power Company), which s, ‘

arachi), as on June 16, 200¢, Unyy|
tihtly controlled the o1l a4 (ine
No decision could be made wi”,'m”'
and when decisiong Were

signed
Rs.25.219.4
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pakistan State Oil (PSO) dominates the High Sulphur
Furnace Oil (HSFO) market through its long-term contracts
and control of much of the infrastructure.

About 4.10 million tons of oil equivalent (toe) of
furnace oil was consumed in the power sector during the
vear 2005-06 [3]. Although many thermal power generating
units have been converted on cheaper and environmentally
benign fuel, i.e., natural gas, but still there is much demand
of furnace oil in the power sector. Keeping in mind, the
conversion trend of many public and private sector’s power
plants on dual fuel, ie., oil and gas, Oil Companies
Advisory Committee (OCAC) has made oil demand
forecast equal to 2.67 million tons in the power scctor
during the year 2019-20 [4]. Their perception might not
have considered the fact that the gas reserves will start
declining after the year 2010-11 and there will be acute
shortage of gas in the country until new resources arc
dlsco'»‘-'cr‘cd or import of gas/ liquefied natural gas (LNG) is
materialized.

. 1},Pak,15[?:j} IS among the most gas d(?pen(lcm econoniics
o1 the world. More than 50% of its primary energy needs
arc met thh. natural gas and 45% of the sectoral uas
;ZSOI];I;EI.[)IIOI,] I1s already bcin utilized in the power sector. It

Stan's most  heavily exploited energy resource.
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atilities, @ serious supply-demand gap will start to widen
afler 2010 unless new gas discoveries are made or gas is

imponcd.

Two parallel gas pricing systems are in effect. The
rescribed rates arc designed to estimate the transmission
and distribution companies to achieve stipulated returns on
assets and arc set by Oil and Gas Regulatory Authority
(OGRA); retail tariffs arc determined by the government,
on the basis of many considerations. The difference
hetween retail tariffs and the prescribed rates is the gas
development surcharge (GDS). The price changes of gas
are made by OGRA semi-annually. Natural gas is sl-lll’a
cheaper and cleaner alternative to the use of fuel oil in
power plants. But there is supply constra-n?tland the demand
is not met in full — the two public gas utilities are unable to
meet the winter load. As a result. consistent w”:‘
government guidelines, supplies 10 .mdualrml,_p:)!u-cr (::1“11
fertilizer  plants  are drastically - cm:rt{ali_lf:r, <
notwithstanding these measures, domestic 2ne = -
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The Unit Cost Electricity Generation Model (UCEGM):
This is one of the simplest approaches. The model can

be represented as given in equation (1);

(UCEG)i = Qix Pi (1)

where:

—Unit cost of electricity generation by fuel type

(UCEG)i
I, Rs./ kWh

=Quantity of fuel of type ‘i’ used to generate one
unit of electricity

Qi

=Unit price of fuel of type ‘i’, Rs./ units of fuel
quantity

Pi

4. MODEL ESTIMATION AND RESULTS
Input data for for parameters of UCEGM given n

Se;l”ationl.gl) have been collected from from different
urces like; PPIB, M/o Water and Power, OGRA, PSO;
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U-‘-iﬂinng,

are
and

uels

— e of Fuel Fuel ty. of fi TR - ———

b Specification & :sed t:ﬂ “rkeoline : m'. of

Calorific Value | generate "'“':_"“'"!’

Sulfur Content | one m]il' of R\-;T‘l«;n’h

electricity

3.5% Kgﬂ(Wh kWh

——2""""_}-[_3[) 19000 Btw/Ib 0.2531 Rs.37.80/r. Rs 950/
1% Ltr/kWh kWh

3] COAL 27.78 mmBuu/lb 0877 Rs.5.59/Kg. | Rs 4.90/
(imported) Kg/kWh kWh

3|  COAL 6588 Buu/lb 1.00 Rs.3.68/Kg | Rs 308/
(indigenous) 7% Kg/kWh kWh

5 | NATURAL 980 Btw/cu.ft. | 1023 Cu. Rs.238/ Rs 2.40/
GAS ft./ kWh mmBiu kWh
Table3:  Cost of Power Generation with Various

Fuels - WAPDA

I

Type of Fuel Fuel Qty. of fuel Price of fuel I(Tolst‘ oi |
' Specification used to e c(r;er::.u y
Calorific Value gener-ftte Ry
Sulfur Content | one umt. of
electricity ] e
T Re 25228 Hs /
' HSFO 18000 Btwlb 0.269 Rs 25 &
(2| 3.% £ '/kWh-__‘ Rs 1(_15‘\_*1‘}}_# . _H._H. 108
2| COAL 6588 Bu/lb 00 3 R
‘i".'jmmus] o 113 ;!t;‘cl] [Rs.238/ mBtu | Rs. 289
31 NATURA 980 Bt/ cu.ft. 39 Cu. 5 hvh
GAS : fJkWh | et

Scanned with CamScanner


https://digital-camscanner.onelink.me/P3GL/g26ffx3k

Cost of Power Generation with Varigys

Table 4:
Fuels — KESC
' Price of fuel o™
Type of Fuel Fuel Qty. of fuel I(T 'f[' |
h Specification used to electricity |
Calorific Value | generate Gen., ;
Sulfur Content | one unitof Rs./ kwh :
electricity _
1| HSFO 18000 Btu/Ib 0.269 Rs.25.22/Kg. Rs. 678/
o 1.5% Kg/kWh kWh
' - 238/ Rs. 4.11/
NATURAL 980 Btu/cu.lt. 17.632 Cu Rs
’ GAS ft./ kWh mmBtu kWh

The results presented in tables 2 thru 4 are summarized
in figure 1. The results presented here should be interpreted
with caution because the model presented in equation (1)
has used the fuel cost data only. The capital cost/
depreciation or O&M costs have not been taken into
account. However, for comparison of fuel costs, which
constitutes 60 — 70% of the operating cost, the model gives
satisfactory results.

Fig. 1: Generation Cost of Electricity with Various Fuels for three Electric Utilities in Pakist:n]

QHSFO

BHSD
QCOALimported
QOCOAL(ndigenous)
BGas

Generation Cost, Rs./kWh

IFPs WAPDA KESC

A quick view of figure 1 reveals that the cheapest
source of power generation is natural gas followed by Coal
(indigenous), Coal (imported), HSFO and HSD.
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CONCLUSIONS

prom the “”“l.\.’ﬁ.iﬁ made in (e preceding .
concluded — that Uit Cost Elcetriciry (icic’:;':;w-;z/l” >
l'(-‘l"t;'\” “'O.rkc.d \?’C” for sclection of cost cl‘ch'Iit: -{;(IC]
for GENCOs in Pakistan. It is robost ang casy (o imcL I“'CI.
150 concluded that n.ulurul £as is the most cogf rih,lt I%
el for power generation, liecthive
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