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ABSTRAK

Kajian ini adalah penelitian tentang hubung kagtntiira dua aspek metrik modal insan, iaitu
hubungan di antara pendidikan dan pengalaman degirgatesi syarikat dari dua syarikat di
dalam bidang perkilangan peralatan telekomunikiasudla Lumpur. Subjek kajian ini adalah
terdiri daripada 98 kakitangan jualan dan pemasda@irdua syarikat peralatan telekomunikasi.
Respon daripada 98 kakitangan (Eksekutif / Pengluakan , Eksekutif / Pengurus Akaun dan
Pengurus Besar Jualan dan Pemasaran) dari du&asyantarabangsa terkenal ini telah
digunakan semasa mengkaji kaitan di antara faldoragjrafi yang dipilih (tahap pendidikan
dan tahun pengalaman) dengan prestasi syarikatutsgn kajian menunjukkan bahawa
pendidikan dan pengalaman dalam kedua-dua syamlkabpunyai kesan positif terhadap
prestasi syarikat, namun prestasi syarikat berggnlebih tinggi terhadap tahap pendidikan
daripada pengalaman. Secara logiknya boleh diskapubahawa modal manusia yang
diperlukan untuk meningkatkan prestasi syarikatnakebih cenderung untuk dicungkil
daripada kakitanga yang mempunyai tahap pendidyaug tinggi berbanding pengalaman

kerja dalam industri yang sama.
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ABSTRACT

This study examined the relationship between twadmucapital metrics, that is education and
experience with firm performance of two companiesthe sector of telecom equipment
manufacturing in Kuala Lumpur. The subjects wers&@s and marketing employees in both
the telecom equipment companies. Responses fran9thiemployees (Sales Executive /
Manager, Account Executive / Manager and Generaldgar of Sales and Marketing) of two
internationally renowned companies were used ia toirrelational study between selected
demographic factors (level of education and yeérmsxperience) and the firm performance.
The results of regression analysis showed that leoliacation and experience in both
companies were found to positively impact firm pemfance, with firm performance more
highly correlated to level of education than exgece. It seems logical that the human capital
needed to enhance firm performance would be mkegylto arise from level of education than

years of experience in the same industry.



Chapter 1
INTRODUCTION

1.0  Introduction

An educated and experienced workforce igcatifor telecom equipment firms’ ability
to innovate and compete in the market. Surprisirigre is very little research on how level of
education and industry experience contributes eqtiofitability of telecom equipment firms'
performances. Using theories from human capitatdiure, we propose a model to measure
how level of education and industry experience icbpan firm performance in telecom
equipment industry. The paper seeks to test emafliyi@a variety of hypotheses related to
human capital metrics and firm performance wittiie telecom equipment industry. In our
model, human capital had two dimensions: (1) lefeducation and (2) industry experience.
We hypothesized that higher levels of educationrande years of industry experience from
previous employment led to better firm performamcsurvey through two telecom equipment

firms validated our hypotheses.

1.1 Background

In today global market, companies are comghaeed surrounded by competitors,
regardless of industry. To develop and sustain @titiyve advantage, it is important that firms
really leverage on their workforce as a competiti@apon. Strategy like improving workforce
productivity to drive higher value for the firmsshaecome an important focus. Firms trying
their best to optimize their workforce throughlafid of human capital development programs.
Ideally, it is to achieve their business goals sl also important for long term survival and
sustainability. To accomplish this undertakingyf&rwill need to invest resources to ensure that
employees have the knowledge, skills, and compeggeribey need to work effectively in a

rapidly changing and complex environment especiala critical human capital resources



based industry like telecom equipment industry wheat only technology play a vital role.

What is “telecommunications™? Telecommunicationa ard has its origins in Greek.
It's a combination of tele which means 'Far Offl @ommunications which is an ‘exchange of
information'. In its simplest terms “the transmissbf messages over significant distances”.

In earlier times, telecommunications involved tise of visual signals, such as smoke
and signal flags or audio messages via coded dratsloe lung-blown horns. In the modern
age of electronics, telecommunications has typigailolved the use of electric means such as
telegraph and telephone, the use of fiber optiab their associated electronics. The first
breakthrough into modern electrical telecommunareticame with the development of the
telegraph during the 1830s and 1840s and it explode use around the world during the 19th
century and later connecting the continents viarsgrine cables on the floors of the ocean.
Early inventors and developers in the field of &#leal and electronic telecommunications
included Samuel F.B. Morse, Alexander Graham B¥ilkpla Tesla and etc. A revolution in
wireless telecommunications began in the first decaf the 20th Century, with Guglielmo
Marconi winning the Nobel Prize in Physics in 190@® his pioneering developments in
wireless radio communications.

Then comes the Internet, a very complex and renwolaty invention of the late 60s by
the National Science Foundation has changed oudwbhe Internet as we now know it, has
been an information explosion, From e-mail to eBaymmunication, shopping, education,
commerce etc. have forever changed. Figure 1 $tifltes how Internet backbone spans across
the world.

As of 2008, an estimated 21.9% of the world popoitahas access to the Internet with
the highest access rates (measured as a percehthggopulation) in North America (73.6%),
Oceania/Australia (59.5%) and Europe (48.1%). im$eof broadband access, Iceland (26.7%),

South Korea (25.4%) and the Netherlands (25.3%j)Hedvorld.
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Into the 2% century, the world demand for communications hasived further.
Subscribers demand high speed (Broadband) acceassiltinedia (data, voice, and video)
information, to and from the Internet or any pat@nytime-and-anywhere by using computers
and any kind of mobile broadband terminals. To adgslisuch demands, international standard
bodies like ETSI, IEEE, ITU and etc has been pgtanlot of efforts to standardize modern
telecommunication networks’ specifications. Figurd illustrates one of the standards to
address 3G, GSM and mobile broadband communicatieeds in the modern world.

Telecommunications play a significant role on stycie various aspects like economy,
social relationships, cultural and politics. Woride telecommunication industry's revenue
was estimated to be $3.85 trillion in 2008. The vieer revenue of the global
telecommunications industry was estimated to b& $dllion in 2008, and by 2013 it is
expected to touch $2.7 trillion.

For many years, products made by telecom equipmenufacturer were completely
proprietary, from the board to the application.sTWwas highly expensive for these companies;
however, they were able to absorb the engineenstsdy virtue of the fact that their products,
despite their relatively low "parts" costs, weretremely expensive. However, telecom
equipment manufacturer do not sell a single protluatcarrier, but a grouping of products for
an end-to-end solution, and were thus able to gadlitional revenue from services not simply
consisting of service contracts (wherein they woadgee to fix or replace a product or part
within a certain amount of time), but also fromtai&tion and deployment. Today, only a
handful of manufacturer survived due to competitionthis study we have surveyed two of
them that are highly successful in the industry.

In response to the changes, most firms have emdbtheanotion of human capital has a
good competitive advantage that will enhance higiperformance. Human capital

development becomes a part of an overall effortathieve cost-effective and firm



performance. Hence, firms need to understand hwmapital that would enhance employee
satisfaction and improve performance. Although eéher a broad assumption that human
capital has positive effects on firms’ performartbe, notion of performance for human capital
remains largely untested. Hence, this paper at®engtook into the connection between
human capital and firm’s performance in the tele@auipment industry.

In the era of knowledge economics, with the fallrafustrialization (Crawford, 1991;
Nordhaug, 1993). Intangible assets has taken ptécengible assets, such as land and
machines, and become the most important and majterials in the process of gaining profit
(Chen, et al., 2003; Roos et al., 1998). Basederview of resource-based theory, intangible
assets in a firm are usually rare, unique, and itabfe, it leads to competitive advantage
(Barney, 1991; Black et al., 1994). Among all irgdole assets, there is consensus that human
capital is the most critical competitive resourte dirm.

The world is experiencing a revolution in infornaati technology, innovation, and
telecommunications, which is driving the emergeotthe knowledge-based economy. This
requires successful organizations of the twenst-fientury to recognize the importance of
human capital as a source of sustainable compettivantage.

This research uses a resource-based perspaxgxamine the role of human capital in
determining firm performance. Resources are defasethll assets, capabilities, organizational
processes, firm attributes, information, knowledege, controlled by a firm that enables it to
improve its efficiency and effectiveness” (Barn&991). Barney categorized firm resources
as: (1) physical capital resources, such as phyteiclanology used, equipment, and geographic
location; (2) human capital resources, such asrexpee and training; and (3) organizational
capital resources, such as internal and extertalarships and firm planning. Because these
resources are valuable, rare and not easily indifateey lead to competitive advantage and

better firm performance (Barney 1991).



Education has long been used as a measure of igiteer success with the assumption
being that there is a direct relationship betwesadamic achievement and vocational success
(Judge et al., 1995; Melamed, 1996). Individualshwadvanced educational backgrounds
develop more intellectual capability and knowledbat can aid them in making strategic
choices which can lead to firm performance in ansithess environment (Becker, 1993; Hitt et
al., 2001).

Focusing on start-up firms in Korea, Jo & Lee (19%6und founder’s level of
education related to firm profitability. Similarlengistae (2006) found founder’s years of
schooling related to small firm survival and grow®apienza and Grimm (1997) found

founders’ general educational level positively retato firm performance.

1.2 Problem Statement

The rapid development of technology has increagidglen the demand for skilled
employees (Doms et al., 1997; Falk & Seim, 200her&fore, complementary relationship
between information technology and human capitat bean important factor to explain the
shift toward skilled labor (Falk & Seim, 2001). Timeportance of skills set is more significant
in IT industries and even more significant in teke€om equipment industry due to hardware
and network architecture complexity. As Ang et £002) suggest, “IT jobs are complex,
requiring knowledge of difficult technical concepwuch as data modeling, process
engineering, and design theory”.

However, as it relates to the telecom equipmenishg in particular, individuals who
have a longer tenure with a firm or in a particutatustry tend to have an historical perspective
that cannot be easily replicated. The value of stiquexperience in business is always
appreciated, especially in recruitment and selactibedoff and Abraham (1980, 1981) found

that experience (an important component of humapitala was associated with higher



earnings but not with higher performance in the finras they studied. Medoff and Abraham
(1980) found that performance does not appear to abemediating factor in the
within-grade-level positive relationship betweether education or labor force experience and
earnings. In other words, within groups of simjtars, despite the positive correlation between
"human capital® and earnings, there does not apfmede a positive correlation between
"human capital” (education and experience) andoperdince. Therefore, this study examines
level of education and experience on firm perforogaan two similar firms within the same
industry through comparison.

Although human capital is measured in different svégducation, experience, and
training) in prior research, education and exp&esare often the most commonly used metrics
for human capital (Carmeli & Tishler, 2004). In peuwlar, education is becoming more
important when there is a rapid technological cleabgcause schooling enhances employee
skills that facilitate the gathering, processingd anterpreting of information (Bartel &
Lichtenberg, 1987). The seminal work on human ehgiieory by Becker (1964) suggests that
level of education is a strong indicator of humapital.

Even though there is paucity of studies that hawvectly assessed the effects of
education on company performance, a number ofetigtiowed education could contribute to
firm performance (Doms et al., 1997). Ballot et €001) use training as a metric of human
capital to explore the complementarities betweemdru capital and R&D, but their results
were inconclusive. They further speculate that atlan or experience and not training is
likely to be the dominant variable which interagith R&D, and recommend further studies in
this area which use education or experience asdremetrics for human capital. Therefore
the problem here is to examine whether there islationship between education and firm

performance.



1.3 Research Objectives

The objectives of this study are as follows:

Objective 1: Examining the relationship between homapital metric of industry experience

and firm performance.

Objective 2: Examining the relationship between hornapital metric of education and firm

performance.

Since data sample was collected from two companig¢ke similar industry and nature of
products, comparison on the results of both congsawould be discussed in the look out of

consistencies.

1.4 Research Questions
To achieve the objectives of this study,fdil®wing questions were put forward in this

study:

Question 1: What would be the relationship betwéda&man capital metric of industry

experience and firm performance?

Question 2: What would be the relationship betweeman capital metric of education and

firm performance?

1.5  Significance of the Study

Globalization and acute competition has drivenimadlustry towards the strive to



maintain sustainable positioning in the marketedmly studies, Barney (1991) has identified
human capital resources as one of the criticabfacir competitive advantage. Since human
capital resources are valuable, rare and not easilsited, they lead to competitive advantage
and better firm performance (Barney 1991).

Based on study by Ballot et al. (2001), furthedsts on use of education or experience
as the core metrics for human capital was recometndany other factors of resource-based
view can be imitated like physical capital resosrgehysical technology used, equipment, and
geographic location. Since firm performance ses/éa@ttom line of measurement of success
of a firm, this study hope to shed lights on twames of human capital that is level education
and industry experience as both metrics couldstilcontrolled by firms. Telecommunication
had turned into a necessity for every human beiegefore this study hope to enable telecom

equipment manufacturing industry to stay in itstamsble position.

1.6  Organization of Remaining Chapters

The remaining chapters of this report will coveeaiew of the literature pertaining to
human capital, education, experience, and firmgoerance including the instruments used to
measure it. Chapter 3 describes the methodology ingthis study while chapter 4 reports on
the analysis of the data obtained and this chajateclude with the testing of the hypotheses.
The final closing chapter discusses the resulte@findings of this study and the conclusion

derived.



Chapter 2
LITERATURE REVIEW
2.0 Introduction
A literature review on articles pertaining to hun@apital with focus on education and
experience and firm performance was carried ouerdlvere very few published articles on
telecom equipment manufacturer with regards to #nea. Telecommunication sector has
become so competitive that almost all manufacturettse industry have fall under merger and

acquisition process.

21 Definition of Key Terms
What is human capital? Human capital regarded asabrihe metric of intellectual

capital, an aggregate of intangible assets inma (Brooking, 1996; Edvinsson, et al., 1997a,
1997b; Roos et al., 1998). Meanwhile, it is widafyreed that human capital is the key metric
of intellectual capital. In this section, existiliggrature on this topic will be reviewed. Recent
strategic management research contributing tohbery of the firm by proposing the resource
based view which states that the firm is a bundlautque capabilities (Barney, 1991;
Mahoney and Pandian, 1992). One of the key resauinazh is valuable, scarce and inimitable
that help a firm retain its competitive advantagénuman capital (Lado and Wilson, 1994).
Human capital theory suggests that people poskélss knowledge, and abilities that provide
economic value to firms (Tsang, 1987). The charaties of firm specific human capital, such
as scarcity, non-substitutability, which requiréren to incur heavy replacement costs make

human capital more valuable to firms (Barney, 1991)

2.1.1 Definition of Human Capital

Based on definition of Schultz (1993), “human calpiis a key element in improving

10



firm assets and employees in order to increaseuptivity as well as sustain competitive
advantage. In order to sustain competitiveneskarotganization, human capital becomes an
instrument used to increase productivity. Humanitahpefer to processes that relate to
training, education and other professional inWi@si in order to increase the levels of
knowledge, skills, abilities, values, and sociadeds of an employee which will lead to the
employee’s satisfaction and performance, and eadigton a firm performance. Rastogi
(2000) stated that human capital is an importaputinfor organizations especially for
employees’ continuous improvement mainly on knogéedskills, and abilities. Thus, the
definition of human capital is referred to as “tkeowledge, skills, competencies, and
attributes embodied in individuals that facilitéie creation of personal, social and economic
well-being” (Organization for Economic Co-Operat@md Development or OECD, 2001: 18).
Human capital was widely studied on the basis ofidw capital theory, which has gone
through a prosperous development after the workiseafrists such as Becker, (1964); Schultz,
(1962); Mincer, (1958; 1974). Because skills, knedge, and experiences, possessed by
individuals, are believed to contribute economiale to firms, people are viewed as human
capital. Human capital is an intangible assetait'ttbe realized unless being utilized through
process of organization, cooperation, and intesactvithin individuals and work system
(Jackson, et al., 1995). Various definitions of lamncapital have been stated (Becker, 1993;
Chen, 2003; Crawford, 1991; Edvinsson, et al., 899997b; Roos, et al., 1998). The simplest
definition might be “skilled, educated people”,tethby Crawford, (1991). Becker, (1993),
stated that human capital comprises skills, expeagknowledge, personality, appearance,
reputation, and credentials. Edvinsson, et al.9TbY noted that human capital includes, “all
individual capabilities, the knowledge, skill, aegperience of the company’s employees and
managers”, the ability and willing to learn and asstrate new skills, and “creativity and

innovativeness of the organization”.

11



Human capital in particular represents the indigidstock of knowledge embedded in

the firm’s collective capability to extract the beslutions from its individual employees

(Bontis, 1999, 2001). It is defined as the sumhef workers’ skills, experience, capabilities,

and tacit knowledge (Edvinsson and Malone, 199DByxenport and Prusak (1998) add that

“human capital includes the intangible resourcesbilities, effort, and time that workers bring

to invest in their work”.

Human capital is considered one of the core compisra intellectual capital and is a

critical resource in many industries such as sofvagvelopment, management consulting and

financial services. For example, McKinsey & Compagegognize that the most important

corporate resource over the next 20 years willlbbadn capital, defined as talented, smart and

sophisticated business

people who are technoldgiddékerate, globally astute, and

operationally agile (Dess and Shaw, 2001).

The relationship between human capital and varausome variables can be traced

back to many streams of research, including econdraman capital theory (e.g. Schultz,

1961; Ducharme, 1998), organizational learning tioet al., 2002), the resource-based view

of the firm (Barney, 1991) and more recently thewledge-based view of the firm.

Figure 2.0 presents a list of definitions of huntapital proposed by a number of

human resource theorists and this study would bedan experience and education metrics.

Scholar (year)

Definition of Human Capital

Becker (1964; 1993)

He proposed human capital ciz@gkills, experience, knowledg
personality, appearance, reputation, and credential

Crawford (1991)

Human capital was defined “skilleducated people”.

Norhaug (1993)

Norhaug argued that human capitalbsadistinguished into tw,
dimensions, one is the employee’s basic capacitgetdorm the

tasks and the other is the willing to do on the jdb stated that the

former constitutes health and competences andatier lincludes
work motivation and commitment.

Edvinsson and Malone
(1997a; 1997b)

It was noted that human capital includes, “all indiual capabilities
the knowledge, skill, and experience of the comfzaemployees

and managers”, the ability and willing to learn aleinonstrate ney

<

12



skills, and “creativity and innovativeness of thrgamization”

Roos et al. (1998)

They proposed human capita¢isveld from competence, attituge
and intellectual agility. Competence, by their défon, symbolizes
“what the organization can do, its innermost pagnthanks to its
employees”, whose major elements are knowledge shilds.
Attitude, regarded as a
“soft component”, is “the value generated by théawor of the
employees on the workplace”, which is affected bgtiwation,
behavior and conduct. And intellectual agility isfided as “the
ability to use the knowledge and skills, buildingig applying it in
practical contexts and increasing it through leaghi which may
include innovation, imitation,
adaptation, and packaging (Roos et al., 1998)

Davenport (1999)

Davenport regarded human capgah anix of ability, behavion,
effort, and time. Ability is the extent of how wedn individual
master a job, and it comprises knowledge, skiltl telent. He also
asserted a human capital equation, claiming that bmman capital
investment equals to the aggregate of ability agttblior multiply
effort and time.

Chen and Lin (2003)

Human capital was defined agstments made by company
talents and technologies that benefit competitideaatages, ar
valuable and unique, and should be kept out ofhreafcother
companies. They noted that a company’s investmientsuman
capital are investments in the personnel who doulei to a
company’s strategic goals, demonstrate uniquesedigh value
and are barred by the company from being employedther
competitors.

1%}

Figure 2.0List of Definition of Human Capital

2.1.2 Human Capital and Human Resource Management

Basic concept of human capital has been statechoddth Human Resource

Management is not directly part of this study itigcial if we could understand the ambiguity

to the understanding of the relationship of humapital and human resource management.

Based on perspective of resource-based view dirthehuman resources refer to the potential

of workforce to contribute to sustainable competitadvantage (Barney, 1991). To utilize

human capital, firms have to make use of poligieactices, and systems that could influence

employees’ behavior, attitudes, and performanceg(ldt al., 2000), which is human resource

management. Figure 2.1 represents the relatiordhifuman resource management, human

13



capital, and firm performance in the perspective re$ource-based view of the firm
performance.

In different industries and organizations, empldyskills, knowledge, and their abilities may
vary in terms of value. In order to maximize théueaof human capital, firms are required to
link strategy, management practices, cultures,jraigiduals’ performance. Therefore, human
resource management, especially strategic humannes management are practice in order
for organization’s strategy to be deployed, orgadiand utilized its human resources to
achieve goals (Wright, et al., 1992). To put huroapital concept into practice, it is necessary
to know how to assess the contribution of humartak a firm. This is why human resource
management being studied to understand it linkageuman capital. Next, theoretical and

human capital metrics will be reviewed.

HRM Human Firm

Practices Capital Performance

Figure 2.1Resource Based View of Firm Performance

2.2 Firm Performance

Performance can be viewed in few aspects depenithempplication. (Torrington,
1995) stated performance as bottom line profitngdbetter than competitors, maximum
organization effectiveness and achieving specifganization objectives. In fact, Laitinen,

(2002) defined performance as the ability of aneobjto produce results in a dimension
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determined a priori, in relations to a target. Restudy conducted by Cho and Punick, (2005)
have confirmed that top managers increasinglyeejaglity to firm performance and hence it
has been viewed as one of the important key vasalsi achieving long-term competitive
advantage. Yun and Good, (2007) stated that loyalbpsitively related to support company’s
profitability and the long-term growth. Indeed, somesearcher posted there is something
about the way that decisions were made in sucdessfanizations that shows the seeds of
eventual failure (Christiansen, 1997).

Researchers have measured performance in varioys. War instance, Kirchhoff,
(1977) used profitability, Sexton and Robinson8@P Smith et al., (1987) used income, while
Orser et al., (2000) employed revenue and numbegngbloyees (i.e. size of business).
Measuring performance by employing revenue and murabemployees is pertinent to small
and new businesses that lack credit history. Furtbee, revenues are a valid measure for
presenting the overall performance for a homogenndsstry such as telecom equipment
industry with similar costs (Wesson and Nieva dguEiredo, 2001). In this research 5-point
Likert scale is used to measure firm performandestfongly disagree), (2-disagree),
(3-neither agree nor disagree), (4-agree) andr(hgly agree).

Return on Assetis a key profitability ratio, which measures thecamt of profit made
per dollar of assets that they own. It measuresdn@panies ability to generate profits before
leverage with it's own assets, rather than by ukkngrage in the form of shareholders' equity
or other debt liabilities. Generally speaking, thigher this number is the more effective the
company is in utilizing its assets. Return on asieh key profitability measure, which can be
used to measure relative efficiency of companidliwithe same industry who have a similar
product or service line. Return on Assets is nefulsvhen comparing sectors against each
other or companies within different sectors. Evesugh a company may be in the same sector,

it does not mean that it will have a similar prodac service offering, thus we have to be
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careful too. Typically, this number is most usefilen using it as a historical benchmark that a
company uses to measure its relative performanegnstgpast periods. Sector to sector
comparisons are misleading due to the fact thateseeetors are far more capital intensive,
requiring large capital expenditures up front to tineir business. Oil and Telecommunications
are good examples of industries that are extreceghjtal intensive. Their return on asset ratio
may yield a lower result than that of a consultiogmpany who has very low asset
requirements. Return on Assets is useful for amadyzompeting companies in the same
industry. In this case, we have two companiefiefsame country of origin (from China) and
very similar by products and services offered all assize of organization too. Besides for
comparing competitive firms, Return on Assets isfuisfor gauging the profitability of a
company on an absolute basis. High Return on Afiseis is more profitable than low Return

on Assets firms.

2.3 Human Capital and Firm Performance

Organizational and human resource management obsgarargue that the human
capital is critical to firm outcomes (Barney & Zajd 994; Lepak & Snell, 1999; Pfeffer, 1994;
Sherer, 1995). Companies must invest on humanatapitgenerate expected benefits or
returns. There are studies that shown that invgstitd leveraging human capital with human
resource practices will have positive relation tgamization performance and increase the
productivity. In this section, the direct relatibins between the selected metrics of human

capital will be reviewed.

2.3.1 Experience

Examining only one type of firm (technology-basedmpanies and educational

software companies respectively), Roure and Keg|#990) did not find a significant
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relationship between industry experience and fiariggmance. Cooper, Woo, and Dunkelberg,
(1989) found a significant positive relationshiinross-industry analysis; however, this study
did not examine the relationship between experi@meperformance directly. Instead, what
was shown was that individuals started larger fiffiiey had prior experience with similar
products or services.

People with experience of working in a particuladustry or department bring their
knowledge of how the industry operates to the hassnand this becomes particularly
important where industry-wide competition cannotaveided. While experience in the same
industry has recently been considered a neceseaditon for the initiation of new ventures,
attempts by researchers to define industry expegibiave been less clear. Cooper and Bruno,
(1977) found that team members’ prior experiencenerketing and technology within a
similar industry was particularly important. Stuand Abetti, (1986) extended the definition to
include prior experience of running their own comiga, or earlier general management
experience, within the same industry as the newwenVesper, (1976) stated that not only
experience, but also a variety of experiences fier@int functional areas was an indicator of
better performances by new ventures. Timmons, (188gued that entrepreneurs typically
develop a solid base and a wide breadth of manageskidls and know-how over a number of
years of working in different functions (e.g. salesarketing, manufacturing, and finance).
However, he further emphasized that it is crittcahave a management team whose skills are
complementary rather than being dependent on desindividual with an absolute set of
skills. Roure and Keeley, (1990) also found thantecompleteness in terms of industry

experience and knowledge was a major predictouodess.

2.3.2 Education

Education is intuitively believed to be a gaugéndividual knowledge in society. Even
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though there is scarcity of studies that have tyegssessed the effects of education on
company performance, a number of studies showedatidn could contribute to firm
performance (Doms et al. 2009). Coffey and Herrm#&bh®76) noted formal education could
have effects on entrepreneurial success, becaugeroitides individuals with broad
perspectives and general skills applicable for deimaf the work. Education has also been
found to increase substantially a worker's abtlitype innovative on the job.

There are also numerous studies, suggesting thlatheducation levels have positive
influence on willingness and ability to utilize neechnology. Couples of existing studies
found that higher average education levels in akplace are associated with higher
productivity. Black and Lynch, (1996), employingtaldrom the Educational Quality of the
Workforce National Employers’ Survey and Cobb-Dasgbroduction function, found average
educational level has a positive and significaritueance on the productivity in both the
manufacturing and non-manufacturing sectors. Evemugh little supportive literature on
relationship of education and firm performance basn explored, screen theory argued that
conducting degree of education to be a screen eseifithe level of human capital is a rational

decision-making for employers.

2.4 Underlying Theory
The underlying theory used for this study is Reses Based View Theory whereby
human capital has been chosen as our focus beit@aisaique and inimitable as compared to

other resources within the above mentioned theory.

2.5 Gaps in the Literature

There is a lack of research on telecom equipmemtufaaturer’s firm performance

with regards to impact of level of education angienence. This is probably due to lack of
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degree level courses for telecommunication in @& pntil recently where ICT (Information
Communication Technology) was introduced.

There is also lack of instruments to measure salek marketing respondents of
telecom equipment companies. Resource Based Viewsé&s on the analysis of internal
strengths and weaknesses, paying particular aitetdithe ways in which firms can develop
valuable resources and erect barriers to imitatibnis however, without conceptual
weaknesses. Strategy analysts should remembehéhftm exists in environments: resources

are not ends in themselves but are useful whendteste value markets.

2.6 Theoretical Framework

The purpose of this research is to develop a mmdshow the relationship between
human capital (level of education and industry eigpee) and firm performance. As argued in
the earlier discussions, the general human cajitestment includes training, education,
knowledge and skills that will enhance human cagtiectiveness. Based on the literature
reviews, it is therefore postulated that humantehpeads to greater firm performance. This
research intended to be conducted at an indivithval as what human capital theory was
concerned. Human capital metrics serves the indkgenvariable, including industry
experience and education. The dependent variabteniperformance, measured by Return on

Assets at a specific year. The Theoretical Framkwbthe research is illustrated as below.

(Fuman Capital)

Level of
Education
(Human Capital) /

Tmndustry
Experience

Firmm
Performance

Independent Variables Dependent Variable

Figure 2.2Conceptual Model linking Human Capital Metrics dfidm Performances
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2.7 Hypotheses

Based on the Theoretical Framework as above, thpothgsis generated are as
following.
Through literature review there are some establgstirof positive relationship between CEO
functional experience with firm performance, founeeperience with small firm performance,

entrepreneur experience with small and medium fierformance, therefore we hypothesize:

Hypothesis 1: There is a positive relationship leetwv industry experience and firm

performance.

Since there are numerous studies, suggesting iftegreducation levels have positive
influence on willingness and ability to utilize neechnology. Couples of existing studies
found that higher average education levels in akplace are associated with higher
productivity. Black and Lynch, (1996), employingtadrom the Educational Quality of the
Workforce National Employers’ Survey and Cobb-Dasgbroduction function, found average
educational level has a positive and significarituence on the productivity in both the
manufacturing and non-manufacturing sectors. Evemugh little supportive literature on

relationship of education and firm performance Iesn explored, therefore we hypothesize:

Hypothesis 2: There is a positive relationship leetw level of education and firm

performance.
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Chapter 3
METHODOLOGY
3.0 Introduction
This chapter describes the methodology used isthdy. It covers the research design,

instruments, variables, data collection, data aiglgnd the procedure employed.

3.1 Research Design
This research will conduct analysis with self-coetjgn questionnaire survey on two

telecom equipment firms to study the regressiortyaigto assess the ability of the model.

3.1.1 Instruments

The instruments to be used in this research woelddif-completion questionnaires
survey for two selected telecom equipment firms #na all located in Kuala Lumpur. First, a
pilot study was conducted. The survey instrumert fivat tested on eight professionals in the
telecom equipment sector. This further generatdbatantial list of the goals and performance
measures of the telecom equipment companies. hexist was presented to the head of Sales
and Marketing of five telecom equipment companggnsure its clarity, and ability to get
responses. The data of the study are collecteeiwal from the head of sales and marketing of

both companies in the sampling frame accompaniedllbiter from USM-GBS.

3.2  Variables
3.2.1 Independent Variable
There are two independent variables to represemtahucapital in this study. The

operational definition of each is:
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Industry experience

This independent variable in this survey is the dgraphic variables in Section A and
B, data collected like previous job experience gedrs in the previous job. This section
requires the respondent to provide personal dath ag age, gender, position in company,
employment, current position, year in position,aaaed years of previous job. In Section C,
there are four questionnaires that relate expegienth firm performance.

Level of education

This independent variable in this survey is the dgraphic variables in Section A and
B, data collected include highest degree earnechesd of study. In Section C, there are four

guestionnaires that relate education with firm periance.

Section Variable No. of items
C Experience 4
C Education 4

3.2.2 Dependent Variable

Firm performance

Due to the limitations of collecting sensitive fimaal data from the telecom equipment
companies. Dess and Robinson (1984) used an itemplysasking respondents to rate "overall
firm performance”; whereas Delaney and Huselid §)3%mbined responses to four items
rating performance with respect to marketing, glrowtsales, profitability, and market share.
In addition, Dess and Robinson's (1984) single-ite@asure required respondents to compare
their company to "firms of similar sales volumeywur industry and region"; and Delaney and
Huselid's (1996) 4-item measure asked "comparell @thier organizations that do the same

kind of work, where comparison were made on org#ion's performance over the last 3
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years"

Section Variable No. of items

D Firm Performance 5

For Section C and D, respondents were requoeespond on a 5-point Likert-type
scale with (1) strongly disagree, (2) disagree n@her agree nor disagree, (4) agree and (5)
strongly disagree.

Another subjective measurement of firm performarnoeld be Return on Assets that
would be used to compare both the companies. Ctatipu of Return on Assets would be as
follows: -

Return on Assets = Net Income / Total Assets

3.3 Population and Sample

This research will conduct analysis through datkected through questionnaire survey
like some other prior works, for better compreheasinderstanding the status qua of human
capital metrics in the telecom equipment induddata collection in this study is challenging.
There are about five major telecom equipment congsan the world and all five do have a
sizable set up in Malaysia. Two companies have bekstted which are rather close by sizing,
composition of product, country of origin, compiegtpricing level and after sales support and
maintenance. In order to ensure that the dataatetlecould represent the population of study,
respondents are only from Sales and Marketing degeat of both the companies. Since we
are comparing the Return on Assets of both compandy Sales are directly linked to Net
Income which is the numerator of Return of Assiiisrefore Sales and Marketing department
are the most influential department that has actlimpact on the sales revenue. A brief of both
the companies are included as below. A total oftfamedred twenty questionnaires were given

to both the companies and 52 from Company A responghile 46 from Company B
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responded. In order to ensure a high response qaéstionnaire are customized to its best
simplicity whilst without loosing it objectives amteliminary phone calls were made to the
head of Sales and Marketing of both companies.eSime questionnaire included variables on
firm performance, the respondents were assuredlloddnfidentiality. The sample represents
84% of the population of Sales and Marketing in @any A and 92% of Company B.
Following is a brief on both Company A and Comp&ny

Company A -is the largest networking and telecommunicationspggent supplier in
the People's Republic of China. It is headquartered.onggang District, Shenzhen,
Guangdong. Established in 1988 by Ren Zhengfemp@@my A is a private high-tech
enterprise which specializes in research and dpuwatat (R&D), production and marketing of
communications equipment, and providing customizetvork services for telecom carriers.
Company A serves 35 of the top 50 telecoms opeyaond puts 10 per cent of revenue into
R&D each year. In addition to the R&D centers ini@as cities in China, Company A also has
R&D centers in Sweden, U.S, India, Russia, Indanesid Netherlands. Within a short period
of time, Company A has seen a rise to become thddwdo. 2 company in the mobile
equipment industry just slightly behind Ericsson.

Company A provides fixed network, mobile networlatal communications, optical
network, software & services and terminals, inahgdmodems - ranging from switching,
integrated access network, NGN, optical transpidit, GSM, GPRS, EDGE, W-CDMA,
CDMAZ2000. Company A is also a manufacturer for nephones such as the Vodafone 710
and 716, 3G HSDPA cards such as E620, 3G HSDPAd&em, E220, 3G HSUPA modem
stick, and E172. By the end of 2008, global contsaies of Company A, China's largest
telecom gear maker, jumped 46 percent to 23.32hiliSD.

Company B -is a publicly-owned, Chinese corporation that giesiand manufactures

telecommunications equipment and systems. Baseéshanzhen and established in 1985,
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