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The Role of Communication Activities for Public Relations in the Jordanian
Independent Election Commission to Increase Jordanians' Awareness of Political
Participation

Khalaf Lafee Al-Hammad”, Farhan Rashed Al-Olaimat™, Sarah Ahmad Okour™,
and Taima’a Osama Alqadi”

* Faculty of Media, Yarmouk University, Irbid, Jordan.
#* Faculty of Media, Petra University, Amman, Jordan.

Abstract:

This study explores the role of communication activities for public relations in the Jordanian
Independent Election Commission to increase Jordanians' awareness of political participation. The
study is classified within the framework of descriptive studies, relying on the survey method by
distributing an electronic questionnaire consisting of (314) individuals according to the available
sample. The results revealed that confidence of Jordanians in the communication activities used by the
public relations in the Independent Election Commission came with a moderate degree, while the degree
of Jordanians' dependence on communication activities for public relations in the Independent Election
Commission was medium and social networking sites have gained the most dependence by Jordanians
to increase their awareness of political participation. Almamlaka TV channel was the most followed
media channels by Jordanians. At the same time, the brochures issued by the Commission and pages of
communication sites of the Commission as well as lectures and seminars were ranked last. The reasons
for Jordanians' dependence on communication activities in the Independent Election Commission to
increase their awareness of political participation came with a moderate degree, which shows a modest
role of the communication activities used by the public relations in the Independent Election
Commission to increase Jordanians' awareness of political participation. Also, it was found that the
cognitive, emotional and behavioral effects of Jordanians' dependence on the communication activities
of public relations in the Independent Election Commission to increase their awareness of political
participation came with a large extent.

Keywords: Communication activities, Public relations, The Jordanian Independent Election
Commission, Awareness, Political participation.
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Usage of Social Media Networks among International Students in Jordanian
Universities, and its Relation to Social Solitude: A Survey Study.

Ali Nejadat, Hatem Alawneh and Amjed AlQadi
Faculty of Media, Yarmouk University, Irbid, Jordan.

Abstract

The main purpose of this study is to discover the usage of social- media networks among
International students in Jordanian Universities, and its relation to social solitude.

This study is a descriptive research, with the survey being its research methodology. The study
population consists of (3001) Students of different nationalities, and the researchers opted for a simple
random sample of 300 students.

The study’s results have revealed that (66.4%) of International students use social- media platforms
constantly, while (26.3%) use them occasionally.

In addition, the study has shown that Facebook takes the lead as the most used social- networking
platform by International students in Jordan with a percentage of (61%), followed by Instagram with a
percentage of (55%).

Furthermore, the research has found that (60%) of International students in Jordan use social media
to communicate with family and friends, while (43%) of them use it for entertainment purposes. It has
also shown that (80%) of these students feel that they have grown apart from their families and friends,
due to their constant usage of social media network.

Keywords: International students, Social media networks, Social solitude.
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The Role of Health Advertisements on Social Media Networks in the Adoption of
Healthy Behavior among Jordanian University Students: A Field Study

Khalaf Lafee Alhammad and Shatha Abdullah Irshaidat
Faculty of Media, Yarmouk University, Irbid, Jordan.

Abstract

This study identifies the role of health advertisements on social media networks on the adoption of
healthy behavior among Jordanian university students. This research, being classified as a descriptive
study, has relied on the theory of the spread of innovations and applied an online/electronic questionnaire
to a sample that consisted of (400) respondents in accordance with the quota sample. The study found
that (91%) of the research sample follow health advertisements through social media platforms for many
reasons, such as that they “can save a health advertisement in the archive and refer to it whenever
needed”, with Facebook and YouTube being the social media outlets that are most followed by the
participants. Furthermore, the main effect of those health advertisements on the level of respondents’
awareness is in “maintaining a healthy personal hygiene”, while the most important participants'
observation of this type of ads on social media networks revolves around the fact that “whenever health
advertisements have pictures and videos, that would attract the research sample more”. Meanwhile, the
most significant effect of health advertisements on social media networks on the adoption of healthy
behavior among the respondents is in “guiding me to pay attention to personal hygiene and take a bath
everyday”.

Keywords: Role, Health advertisements, Social Media Networks, Healthy behavior.
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Employing Smart Phone Technologies in TV Production in Jordan: A Survey
Hatem Alawneh and Mazen Al-Nadi

Faculty of Mass Communication Yarmouk University, Irbid, Jordan.

Abstract

The purpose of this study was to determine the extent to which smart phone technologies are used
in Jordan's television production process. In order to carry out this study, the researchers relied on the
survey approach, employing a questionnaire as astudy tool. Workers in Jordan's governmental and
private television production sectors, represented by Jordan Radio and Television Corporation, Al-
Mamlaka Channel, private satellite channels and television production businesses comprised the study
population. The study found that smart phone technologies significantly reduced the cost, time and effort
involved in the process of producing TV programming and that the three applications most commonly
utilized in the TV production process in the study sample were the Open Camera application with a rate
of (15.4%), the Cinema 4K application with a percentage of (14.8%), and the Adobe-premiere
application with a percentage of (14.1%), whereas the three most commonly used templates or software
forms in the TV production process in the study sample were for the feature (highlighting) with a
percentage of (27.5%), followed by "documentary films" with a percentage of (19.7%), and "TV
reports" with a percentage of (18.3%). The study recommends the necessity of creating special units for
television production through smart phones for Jordanian satellite channels and television
corproductions.

Keywords: Technologies, Smart phones, Television production.
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The Challenges That Face the Working Woman under the Female Leadership in
Light of Queen Bee Syndrome: A Case Study of King Saud University

Abdulmalek Taher Al-Hajj and Afaf Nasser Al-Sharif
Fuculty of Business Administraion, King Saud University, Riyadh

Abstract

This study aimed to identify the preference of female administrative staff at King Saud University
to work under male leadership or female leadership, as well as the problems that face them due to
working with female leadership. The descriptive method was used in the study, where a questionnaire
was distributed to the study population amounting to (4,825) female employees. (371) employees
(7.69%) responded. The study used frequencies, percentages, the mean, (SD), (One-Way ANOVA) and
(LSD) tests. The results showed that the majority (88%) of study members tend to work with male
leaders compared to those who prefer to work with female leaders at a rate of approximately (66%). The
study revealed some problems facing female employees as a result of working under female leadership,
such as the absence of a holistic view of some female leaders, the bias against some female employees
and discrimination among them, the tendency to give verbal instructions to them about the work, the
adoption of the centralization method, the lack of understanding of the needs of female employees and
their familial circumstances, not developing a second line of leadership, not providing employees with
positive feedback, catching mistakes of employees and depriving them of training. The study
recommended designing a training program to build a holistic vision for female leaders to make them
aware of strategic issues, balancing between centralization and decentralization and applying
organizational equity to avoid discrimination among female employees.

Keywords: Leadership, Female leadership, Labor market, Queen bee syndrome.
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The role of Social Networks in Influencing the Behavior of University Students
during the Period of Home Quarantine during the Spread of the Corona Pandemic

Mohamed Alfateh Hamdi and Fatiha Zemmamouche
Departement of Media,Quatar University, Quatar
Departement of Media, Menouba University, Tunisa

Abstract

This study aimed to identify the effect of the use of social networking sites on the behavior of
university students at Qatar University during the period of home quarantine, It relied on the media
survey method through a simple random sample of female students at Qatar University (College of Arts
and Sciences) (602) questionnaire forms were distributed via the Internet. The study relied on the theory
of uses and gratifications and the theory of media dependence as a theoretical input.

The results of the study found that the students’ behavior changed during the quarantine period, as
the hours of browsing social - networking sites increased, because these sites are characterized by
multiple characteristics that make the user addicted to using them. The study also resulted in the period
of university students reading books and magazines becoming limited or non-existent due to the
extended time of using social- networking sites. The results also showed that the use of social-
networking sites for long hours distanced the majority of the study sample from following various
traditional media such as newspapers, radio and television during the time of home garantine We
recorded a percentage of (50.80%) that excluded traditional media a large way and (33%) that excluded
traditional media in a limited way.

Keywords: Browsing, Female students, Social networking sites, Home quarantine, Corona epidemic,
Impact, Behavior.
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Employment of Mobile Journalism within News Rooms on Jordanian News
Electronic websites: A Field Study

Hatem Al-Alwneh and Tasneem Jaddou

Faculty of Media, Yarmouk University, Irbid, Jordan

Abstract

This study aimed to know how to use mobile journalism within news room on news websites,
depending on the descriptive and analytical survey method. The study population consisted of journalists
working within news rooms on news websites, by applied to a sample consists of (256) individuals; to
achieve the goals of the study, the researcher relied on data-collection instrument, such which was
guestionnaire. The study reached several finding, most importantly: the nature of mobile uses by
journalists working within newsrooms in news websites is (editing and publication) in the first place;
with arithmetic mean of (0.63), and the study showed that (news) is the most productive art of journalism
on mobile. The study revealed that the motive (ease of carrying a mobile phone and the ability to move
quickly)came in the first place, with arithmetic mean of (2.93). the results showed that the most
difficulties facing journalists working within news rooms in online news sites (newness of mobile
journalism), as it came first with an arithmetic mean of (2.55). the study found that (ease of movement)
is the most positive for mobile journalism for working journalists from sample study, as it came first;
with arithmetic mean of (2.94) and the most obvious mobile applications that support journalism are
(Voice recorde) Camera +-+( in the first place, with an arithmetic mean of (0,48)

Keywords: Mobile and journalism, News websites, Newsrooms.
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The Reality of the Organizational Culture in the Algerian Economic
Institution According to the Hofstede Hexagonal Model.

(Case Study on the Mediterranean Float Glass Foundation)

Mohamed Akli Admane, Mina Sliman Cheh, and Merizek Mohamed Admane

Higher School of Commerce (Kolea), Algeria.

Abstract

This study aimed to reveal the level of cultural practices prevailing in the Algerian economic
institution. The study relied on the descriptive analytical approach to achieve its objectives and on
implementing the hexagonal model of Hofstede ( organizational effectiveness, focus, management
philosophy, control, customer orientation, approachability) to answer its questions. Descriptive and
evidentiary statistical methods were used through the Statistical Package for Social Sciences ( SPSS)
program version 21 to analyze the data collected from the sample of the study , which was a simple
random sample consisting of ( 300 ) employees from a research community of 1,162 employees
belonging to the Mediterranean Float Glass Foundation in Algeria. The results revealed different levels
of cultural practices in accordance with the six dimensions that make up the organizational culture of
the Hofstede model, the most important of which was internal discipline , immediately followed by
organizational effectiveness, The results also confirmed statistically significant differences at the level
of significance (o < 0.05) in the respondents ' estimates of the level of cultural practices prevailing in
the institution due to variables ( sex , scientific qualification and experience ) , while the (age) variable
recorded no significant differences . Finally , the study made a set of recommendations , the most
important of which was the need to align the dimensions of the organizational culture with the strategic
directions of the organization , taking into account the attitudes of its staff.

Keywords: Organizational culture, Hofstede hexagonal model, Mediterranean Float Glass Foundation,
Algerian economic foundation.
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their influence on knowledge evaluation at MNCs operating in Jordan. Briefly, this study revealed
evidence between knowledge creation, knowledge adoption, knowledge adaptation, knowledge
embodiment, and knowledge evaluation at the surveyed corporations. It is valuable to indicate that the
KM literature consists of little investigation (Lin, 2007). This study offers various contributions to the
literature. First, it advocates and validates the KM model. The empirical evidence that emerges from
this study proves that knowledge evaluation is a core factor in the KM dilemma. Secondly, the study
results bridge the gap in the literature review embodied in the dearth of an appropriate KM model that
organizations can utilize to evaluate their practices. To Add, the current paper introduces a conceptual
model, which has been tested and validated in MNCs based in Jordan. The academic significance of
this research lies in its contribution to the existing literature by linking several knowledge management
variables (i.e., creation, adoption, adaptation, and embodiment) and integrating these variables with
knowledge evaluation. Lastly, although this research does not develop a completely novel idea, it
motivates researchers and specialists to tackle issues and problems within the work environment
differently. The main implication for practitioners is that the findings of this study enable them not to
reinvent the wheel but to re-evaluate their existing KM practices to obtain insights into the type of
productive practices required in today’s world. This model enables corporations to gain, create, adopt,
adapt, conserve, and evaluate their knowledge.

Upon analysis, the author recommends that decision makers in MNCs ought to define a strategy
for KM factors' influence on knowledge evaluation to avoid re-inventing the wheel. Along this
strategy, it is strongly recommended to focus on environments where knowledge management practice
evaluation is part of their basic culture and is viewed as a formal norm.
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Jordan should develop an appropriate and organized organizational memory for adapted knowledge to
enable employees to assess, customize, interpret and use knowledge. Nonaka et al. (2000) defined the
Ba concept as “a shared context in which knowledge is shared, created and utilized”. Chen & Huang
(2007) identify organizational climate as “common practices, shared beliefs, and value systems that an
organization follows”.

Although the study results are embarrassing and confusing, the author tries to rationalize those
results as appropriate as possible. Thus, further investigation is represented in the form of informal
interview with four MNCs chief officers separately.

The author started with acquainting the officers with the study results (i.e., MNCs adopt
knowledge more than creating it; MNCs do not evaluate adapted knowledge; MNCs do not evaluate
embodied knowledge) that previously surprised the author. They indicated that for MNCs to sustain
and achieve a competitive advantage, they need to rely not only on their capability to create needed
knowledge, but also to acquire or adopt external knowledge as well as to keep up to date with the
market’s competition. The evaluation of either created knowledge or adopted best practice knowledge
is indispensable. Concerning knowledge adaptation evaluation, all the interviewed chief officers
confirmed that the culture and structure of the organization play a crucial role as the adaptation
mission is the responsibility of external experts and/or consultations to reduce expenditure. As for
knowledge embodiment evaluation, all the interviewed chief officers confirmed that the infrastructure
also plays a critical role in distributing and transferring the adapted knowledge to employees. In fact,
the companies are not able to cope with the dynamic nature of knowledge and technology
infrastructure, as it is costly. One interviewee attributes the insignificant result of knowledge
embodiment evaluation to failure in applying knowledge adaptation properly. Therefore, he criticizes
his organization for not applying the concept of adaptive management (Duncan & Wintle, 2008). In
fact, the concept of adaptive management stresses the significance of “learning by doing a structured
iterative process of decision making with the capacity to gradually reduce uncertainty through system
monitoring”.

Limitations and Further Work

The data for this study is collected from a sample of MNCs operating in Jordan. Different
organizational contexts may affect the results. Further study may examine the proposed KM model to
include different industries (e.g., chemical, electrical, electronic, and construction) to understand the
current study results amongst various productions. That is, of course, keeping in mind that each
industry has its own special cases, and then setting up a comparison between the results of each
industry in order to see whether or not knowledge evaluation impacts the processes of knowledge
management. Moreover, the sample of this study is limited to (93) respondents in the ICT industry; a
larger sample may allow for more advanced and robust statistical analysis that facilitates
generalization. Furthermore, cultural differences may play a crucial role in affecting the results; hence,
testing a sample from other countries would increase organizations' awareness.

Conclusions, Implications and Recommendations

In the dynamic world of today, organizations are forced to realize that KE is an indispensable
factor that all organizations ought to manage when initiating the knowledge management strategy
within their workplace. Moreover, they ought to develop a knowledge management system that
consists of knowledge creation, knowledge adoption, knowledge adaptation, and knowledge
embodiment based on a knowledge evaluation factor incorporated alongside each factor. This strategy
is expected to enable organizations to achieve a competitive advantage. This study identifies the
influence of knowledge creation, knowledge adoption, knowledge adaptation, and knowledge
embodiment on knowledge evaluation endeavours at MNCs based in Jordan. The author foresees that
the study results may offer useful mechanisms for organizations and decision makers to achieve and
sustain a successful knowledge management system.

In order to apply knowledge effectively, KE plays a key role in validating the applications of
knowledge management factors. In this paper, the author investigated different KM factors and tested
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The current study sets the basis of an empirical test highlighting the relationship between
knowledge evaluation and knowledge management factors. Study results reveal that knowledge
creation and adoption have a significant relationship with knowledge evaluation. While knowledge
adaptation and knowledge embodiment have an insignificant relationship with knowledge evaluation.

Even though knowledge creation regression’s result (p-value=0.045) reveals a positive
relationship with knowledge evaluation, it is still beyond expectation. Similarly, knowledge adoption
regression’s result (p-value=0.006) also reveals a positive relationship with knowledge evaluation
which happens to be surprising in the case of MNCs.

Knowledge creation result indicates that MNCs operating in Jordan encourage and utilize
brainstorming and know-how of employees to generate novel ideas. The study further reveals that
knowledge creation/knowledge evaluation relationship plays a moderate role in MNCs. Knowledge
creation is found to be positive among the factors contributing to knowledge evaluation in this study.
This result is consistent with (Gholami et al., 2013; Laeeque & Babar, 2017; Marra, 2004; Nonaka et
al., 2000; Szijarto et al., 2018). As stated earlier, knowledge creation in MNCs needs to be supported
and encouraged by top management of MNCs to be significantly recognized at (p-value=0.000) and/
or to be significantly better than knowledge adoption. It is crucial for MNCs to initiate an
organizational capability which can be significantly recognized.

Marra (2004) states that "evaluation can align knowledge across different organizational layers,
functions, and roles. This process is in itself an endogenously produced knowledge system, whose
specific components and properties enable managers to create an organizational advancement strategy
to exploit actual and future sources of competitive advantage". Karasneh & Al-zoubi (2019) indicate
that it is important for organizations to initiate and facilitate a specific context that builds in self-
determination and freedom in order to create novel ideas.

Knowledge adoption is found to have a significant relationship with knowledge evaluation. This
result is consistent with (Gonzalez et al., 2005; Hsu et al., 2007; Lopez-Nicolas & Soto-Acosta, 2010;
Patton, 2012). From the organizational knowledge perspective, adopting best practices knowledge is
critical for sustaining and achieving a competitive advantage. Patton (2012) states that “best practices
have become the most sought-after form of knowledge not just effective practices; or decent practices
or better practices—but best”. Adopting best practices knowledge benefits organization members,
supporting organizational survival and competitiveness (Fakhrorazi et al., 2013), avoiding wheel
re-invention (Lopez & Esteves, 2013), enabling direct or indirect interaction with a knowledge source
(He et al., 2013). Thus, MNCs based in Jordan ought to sustain and safeguard knowledge adoption
strategy to compete and excel.

Knowledge adaptation is found to have a negative relationship with knowledge evaluation. This
result is inconsistent with (Karasneh & Al-Khalili, 2009; Rasmussen & Hall, 2016). Knowledge
adaptation negative  value suggests that the relationship between knowledge adaptation and
knowledge evaluation may be contingent on other factors, such as knowledge creation and knowledge
adoption. Thus, MNCs should get the best out of the knowledge evaluation factor in order to cope with
the ever-changing business environment.

The dynamic and turbulent business environment of Information and Communication Technology
(ICT) in which MNCs engage rigorously requires such organization apply the concept of adaptive
knowledge management (i.e., to develop, modify and adapt their strategies and work application).
Bloom (1956) refers to adaptation as “well developed skills that the individual can modify the
movement patterns of to fit special requirements”. Thomson (2005) states that “adaptive knowledge
management, is characterized by communication programs that are designed to experimentally
compare selected policies or practices, by testing alternative hypotheses about the communication
process”.

Knowledge embodiment was found to be insignificant. This result is inconsistent with (Fourcade,
2010; Karasneh & Al-Khalili, 2009; Rippa, 2011). Contrary to what is expected, knowledge
embodiment and knowledge evaluation do not complement one another. Therefore, MNCs based in
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Table 2. Reliability analysis summary (N= 93).
KM constructs No. of Items Excluded items Cronbach’s a

KC 5 0 0.91
Kadopt. 6 0 0.93
Kadapt. 5 0 0.89
Kembody 6 0 0.93
KE 6 0 0.91

Regression analysis was carried out to answer the four research hypotheses. Table (3) shows the
results of multiple regression analysis summarizing the relationship between KE as a dependent
variable and KM components (i.e., KC, Kadopt, Kadapt, and Kembody) as independent variables.

Table 3. Multiple regression results (N= 93).

KM constructs Beta t-value p-value
KC 0.258 2.032 0.045
Kadopt. 0.361 2.798 0.006
Kadapt. -0.007 -0.047 0.962
Kembody 0.116 0.794 0.429

Note: Dependent Variable: KE.

The values of (Beta) show that there are only two factors that affect KE (i.e., KC and Kadopt).
The regression results of the KC variable show that (Beta = 0.258, t- value = 2.032, p- value = 0.045).
These results indicate a significant impact of KC on KE in MNCs based in Jordan. Similarly, the
regression results of the Kadopt variable show that (Beta = 0.361, t- value = 2.798, p- value = 0.006)
indicating a significant impact of Kadopt on KE in MNCs based in Jordan. Moreover, an initial
screening of Table (3) indicates that factors (i.e., Kadapt and Kembody) have no significant impact on
KE in MNCs. These results have encouraged the researcher to carry out further investigations to
identify first, whether or not these variables are present in the surveyed corporations’ environment and
then explain to what extent each of the two significant factors (i.e., creation and adoption) explain the
variation in the KE environment in MNCs. To do so, stepwise regression was conducted as appears in
Table (4).

Table 4. Stepwise regression (N= 93).
KM constructs R R Square Adjusted R Square Std. Error of the Estimate ~ F Sig.
KC 0.618 0.381 0.375 0.48359 56.117 0.000
Kembody 0.653  0.427 0414 0.46802

Note: Dependent Variable: KE.

The results reveal that insignificant factors (i.e., adaptation and embodiment) have been excluded,
which indicates that these factors are not present and hence do not affect KE in MNCs based in
Jordan. Moreover, the results assert that creation and adoption have a significant impact on MNCs’
KE. Interestingly, R? shows the variance in the dependent variable (KE) which is predictable by the
two independent factors (creation and adoption). The R? value is 0.427, which indicates that the
research model explains 42.7% of the variance in KE. The overall regression model is significant (F=
56.117 and p < 0.000).

Based on the regression analysis, we can only accept the following hypotheses:

H1: Knowledge creation has a positive relationship with knowledge evaluation.
H2: Knowledge adoption has a positive relationship with knowledge evaluation.

Discussion

The relationship between knowledge evaluation and the KM dimensions (i.e., knowledge creation,
knowledge adoption, knowledge adaptation, and knowledge embodiment) that organizations are
supposed to take to achieve a competitive advantage and excel is still inexplicit. It is important to
know that a dearth of empirical investigation regarding such components exists.
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Method

The data for this research were collected from MNCs, which are thought to be a highly
"knowledge-intensive industry” that offers diverse innovative products and services (Seleim & Khalil,
2011). The population of this study is made up of all managerial levels who were randomly selected
from MNCs based in Amman, Jordan. The managerial staff is divided into five categories (i.e., chief
officers, directors, managers, team leaders and supervisors). Five large global Information and
Communication Technology (ICT) MNCs operating in Jordan were selected. Generally, it is believed
that MNCs utilize and engage in KM tools more than local corporations.

A questionnaire instrument was designed based on an extensive investigation of theoretical and
empirical studies relating to the constructs of the research with some amendments to satisfy the
requirements of the research (Table 1). The questionnaire comprises five KM constructs: KC, Kadopt.,
Kadapt. Kembody, and KE.

The questionnaire first draft was validated through pilot testing on (10) managerial staff working
in Orange Group headquarter. The final edited version of the questionnaire was emailed to the
managers after contacting the general manager of each corporation and getting a list of the managers’
emails. A total of 150 questionnaires were distributed via email, of which 93 were returned, with a
response rate of 62 percent. Respondents were fit in terms of implementing knowledge, which is
essential for KC and usage.

The questionnaire was designed based on prior content validity studies, as stated earlier. The
items of the questionnaire were assessed on a 5-point Likert- scale ranging from (1) to (5) representing
(1) as "minimal" to (5) as "extensive". The internal consistency of the items was evaluated by
Cronbach's alpha coefficient.

Table 1. Research constructs.
Research No. of

References
constructs Items
KC 5 (Ahn & Chang, 2004; Bryant, 2005; Chen & Huang, 2007; Karasneh, 2019; Kuah et al., 2012)
Kadopt. 6 (Gonzalez et al., 2005; Hsu et al., 2007; Lopez-Nicolas & Soto-Acosta, 2010; Patton, 2012)
Kadapt. 5 (Karasneh, 2002; Karasneh, 2019; Russo & Vurro, 2010; Uotila, 2018)
Kembody 6 (Andone, 2009; Karasneh, 2019; Karasneh & Al-Khalili, 2009; Kuah et al., 2012)
KE 6 (Guyadeen & Seasons, 2016; Rasula et al., 2012; Shin et al., 2001)

Data Analysis and Results

The Statistical Package for Social Sciences (SPSS Version 23) program was utilized to analyze
the questionnaire of participants to test the demographic factors of the questionnaire items (i.e., 93).
The respondents profile consists of male (71.0 %); above 40-49 years age group (32.3 %); education
bachelor’s degree (50.5 %); above 10-years’ experience group (37.6 %). The analysis of targeted
group is as follows: Supervisors (47.3 %); Directors (23.7 percent); Managers (12.9 %); Team leaders
(11.8 %); and Chief officers (04.3 %).

Alpha reliability estimates were used to measure the internal consistency of the questionnaire
items. Sekaran & Bougie (2013) state that " the reliability of a measure is an indication of the stability
and consistency with which the instrument measures the concept and helps assess the -goodness of a
measure”. Table (2) shows the results of questionnaire reliability. Cronbach’s alpha reliability
estimates were as follows: KC (0.91), Kadopt. (0.93), Kadapt. (0.89), Kembody (0.93), and KE (0.91).
The highest alpha value is (0.93) and it refers to Kadopt. and Kembody, while the minimum value is
(0.89) and it refers to Kadapt. All of these estimates are close to (1). In general, Sekaran and Bougie
(2013) state that "the closer Cronbach‘s alpha is to 1, the higher is the internal consistency reliability".
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changes. This balance also has been recognized by several authors (e.g., Gupta et al., 2006; Lavie &
Rosenkopf, 2006; Russo & Vurro, 2010; Zahra & George, 2002) in the form of exploration and
exploitation strategies. Uotila (2018) defines exploitation as “the organization’s ability to refine and
utilize its existing knowledge, competences and opportunities, whereas exploration is the
organization’s ability to find completely new knowledge, competences and opportunities”. Thus, the
proper exploration-exploitation balance depends, in complex ways, on the pressures for global versus
local adaptability posed by the interaction of turbulence and complexity.

According to Cohen & Levinthal (1989) absorptive capacity is the ability to learn from external
knowledge through processes of knowledge identification, assimilation and exploitation. Authors (i.e.,
Cohen & Levinthal, 1989; Matusik & Heeley, 2005; Spithoven et al., 2010; Zahra & George, 2002)
argue that absorptive capacity is a critical tool for an organizations to adapt external knowledge into its
internal context. This tool is a vital vein for organizations when tackling their innovative and
competitive abilities (Matusik & Heeley, 2005; Rasmussen & Hall, 2016).

Karasneh & Al-Khalili (2009) refer to adaptation as the customization of adopted knowledge to
meet the needs of the organization, as well as the identification of significant knowledge in the
organization in order for it to be disseminated and shared among individuals in the organization. They
investigate KM’s strategy and the practicing activities at the Ministry of Education in Jordan. They
conclude that while there are high-practicing levels of knowledge adoption and knowledge creation,
the practicing levels of knowledge adaptation and knowledge embodiment remain medium.

Therefore, in light of the previous literature, the following hypothesis is proposed:
H3: Kadapt. has a positive relationship with KE.
Knowledge Embodiment

Knowledge embodiment may be defined as the ability of the organization to codify, distribute,
transfer, and translate the adapted knowledge into practice. According to Nonaka & Takeuchi (1995),
organizational knowledge creation is "the capability of a company as a whole to create new
knowledge, disseminate it throughout the organization, and embody it in products, services, and
systems". This embodiment depends highly on shared organizational context. Karasneh (2020)
indicates that embodiment refers to translating data and information into symbols that others can
understand. Knowledge embodiment aims at producing a form of organizational knowledge that is
easily accessible for those who demand it. Rippa (2011) indicates that Kembody involves applying the
knowledge acquired to a range of other domains and contexts, thus expanding the meaning of the
knowledge. It is also important at this stage to consider knowledge disposition, validation and
evolution after the use of knowledge. Nonaka & Krogh (2009) view embodied knowledge as
"intuitive, tied to the senses, and escaping any formal analysis through self-introspection”. McAdam
(2000) argues that knowledge embodiment can draw on novel knowledge construction and facilitate
the fusion of innovation within firms. He further suggests different drivers for enhancing kembody
(i.e., the need for embodiment for constructed knowledge, supportive organizational structure, learning
networks, open and receptive culture, trust, the role of the knowledge worker, and converting tacit to
explicit knowledge). He suggests that the creative application of knowledge embodiment is crucial for
a firm's success and competitiveness in the market. Fourcade (2010) defines "embodied knowledge" as
a form of knowledge that cannot be easily dissociated from the personal qualities of its bearer and thus
becomes legitimate regardless of the conditions under which it is dismissed as irrelevant.

In conclusion, Kembody is held as a chief source of knowledge where individuals can share,
assess, customize and use knowledge in light of their previous and adapted knowledge. Therefore, in
light of the previous literature, the following hypothesis is proposed:

H4: Kembody has a positive relationship with KE.
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the individual, on the social-organizational work environment and on the physical work environment
in order to elevate knowledge worker creativity.

Most of the work tackled up to date has been devoted to identifying the relationship between KC
and innovation (Easa, 2011; Popadiuk & Choo, 2006), developing knowledge strategies for KC and
transfer (Krogh et al.,, 2001), examining innovation creation and innovation adoption of workers
within the workplace (Yusof et al., 2014), knowledge transfer as an enabling role in KC (Fischer,
2001; Nair et al., 2015) and the relationship between KC and organizational learning (Brix, 2017;
Ramirez et al., 2011). Sankowska (2013) asserts that KC provides the basis for innovation. She further
argues that organizations which implement a KC strategy have higher chances in achieving creativity
and process development within the workplace. Therefore, the following hypothesis is proposed:

H1: KC has a positive relationship with KE.
Knowledge Adoption

Generally speaking, as knowledge is required and important for organizations to achieve a
competitive advantage (Hsu et al., 2007), the adoption of best practice knowledge has become an
alternative vein for organizations. Teigland & Wasko (2009) indicate that knowledge adoption can be
seen as an action that organizations carry out to maintain efficiency and effectiveness through utilizing
the certainty and clarity of the organization’s context. Knowledge adoption requires the organization’s
capacity to collect and appreciate knowledge of systems and structures.

Knowledge adoption has been perceived by several scholars as knowledge acquisition (Karasneh,
2019), knowledge transfer (McFadyen & Cannella, 2005; Nonaka & Krogh, 2009;) knowledge
exchange (Nonaka & Krogh, 2009) to refer to the adoption of knowledge from external sources. These
sources have been identified as best practices (Krogh et al., 2001). Authors (i.e., Bock et al., 2005; Liu
& Liu, 2008) indicate that knowledge acquisition is the initial premise for knowledge creation.

Kotabe et al. (2011) investigate how the acquired knowledge affects firms’ new product market
performance. They conclude that knowledge acquisition could only enhance new product market
performance in the presence of realized absorptive capacity.

Liao et al. (2009) investigate the relationships between absorptive capacity, knowledge
acquisition and innovation capability. They conclude that absorptive capacity is the mediator between
knowledge acquisition and innovation capability, and that knowledge acquisition has a positive effect
on absorptive capacity. Bharadwaj et al. (2016) examine the effectiveness of various KM entities such
as creation, adaptation, storage, distribution, and practice, along with infrastructure entities, on
organizational knowledge efficiency. Researchers conclude that firms are developing the awareness to
view knowledge as a tactical asset that aids in maintaining their competitive advantage in the market.
Svetina & Prodan (2008) explore to what level different knowledge entities contribute to
organizations’ creativity. Researchers indicate that a certain organization’s internal sources positively
impact its creative performance. They further conclude that in-house learning is an insufficient method
for innovation; thus, firms ought to infuse their internal knowledge with externally applied knowledge
practices.

To conclude, (Jiang et al. 2021) indicate that “acquired external knowledge relies on the extent to
which firms can break the defensive routine of the existing knowledge system.” Therefore, in light of
the previous literature, the following hypothesis is proposed:

H2: Kadopt. has a positive relationship with KE.
Knowledge Adaptation

Knowledge adaptation highlights the organization’s capability to customize created or adopted
knowledge to its needs. This customization entails that the organizational context is well defined for
individuals to learn, capture, adjust and adapt knowledge. Nonaka et al. (2000) refer to adaptation as
the ability of organizations to balance between order and chaos. This balance entails a minimum of
organizational integration and a maximum of organizational adaptation towards environmental
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sophistication, timeliness and relevance of which depend on the evaluation processes in place. It also
leads to forms of the use of the knowledge produced.

Patton (2012) refers to evaluation’s practice as “the systematic collection of information about
activities, characteristics and outcomes of programs, personnel and products for use by specific people
to reduce uncertainties, improve effectiveness and make decisions with regard to what those programs,
personnel or products are doing and affecting”. Patton (2012) asserts that “Utilization-Focused
Evaluation” begins with the premise that evaluations should be judged by their utility and actual use;
therefore, evaluators should facilitate the evaluation process and design any evaluation with careful
consideration of how everything that is done, from beginning to end, will affect use. Shin et al. (2001)
present a theoretical framework that consists of five main research streams (i.e., culture, knowledge
location, awareness, evaluation and absorption). They argue that all components work together in a
chain towards achieving a competitive advantage. Within this chain, knowledge evaluation is present
between all streams. The absence of KE might thus result in a breakage in this theoretical KM chain.
Several authors (e.g., Ahn & Chang, 2004; Liao et al., 2009; Lyu et al., 2016; Milley et al., 2018;
Patton, 2012; Shin et al., 2001; Waal, 2017; Wong et al., 2015) identify the significance of knowledge
evaluation in assessing the performance of KM in specific organizational context.

Kim (2006) indicates that KM evaluation has been widely investigated using both quantitative and
qualitative approaches. Yet, no consensus has been reached. Chen & Chen (2006) explore the
development of KM evaluation between 1995 and 2004. They state that the capability to remain
dynamic and acquire new insights into the power of effective KM performance evaluation will be the
heart of future KM research.

In conclusion, knowledge evaluation is the core of each component of KM model (i.e., creation,
adoption, adaptation and embodiment) in which organizations can assess their KM performance.

Knowledge Creation

Nonaka & Takeuchi (1995) and Nonaka & Krogh (2009) exert their efforts to conceptualize
knowledge creation as a tactical asset for firms to attain a competitive advantage. They indicate that
knowledge creation is “a dialectical process, in which various contradictions are synthesized through
dynamic interactions among individuals, the organization and the environment”. Further, they assert
that organizational knowledge creation is “the capability of a company as a whole to create new
knowledge, disseminate it throughout the organization and embody it in products, services and
systems”.

Nonaka & Takeuchi (1995) argue that organizations create knowledge through a knowledge-
creating process in which tacit and explicit knowledge work together to form new knowledge. This
process works amongst individuals and cannot be restricted to a single person. According to them, the
inter-actions between tacit/explicit knowledge have resulted in four modes of knowledge conversion
referred to as (SECI).

Subsequently, researchers of knowledge creation based their work on the theory coined by
Nonaka and his colleagues. In fact, most of the academic research that followed Nonaka’s theory of
knowledge creation focused on analyzing his theories rather than finding a proper application of it for
organizations to create knowledge. Bryant (2005) indicates that externalization’s strategy is a powerful
form of KC and provides a key source of innovation and new ideas in firms. He investigates the
relationship between peer mentoring and knowledge creation and sharing. Moreover, he indicates that
high levels of KC entail high perceived levels of peer mentoring.

Karasneh (2020) indicate that an organization can achieve a competitive advantage through the
implementation of a KC strategy. He further asserts that knowledge creation’s strategy enables
organizations to develop new products and services through innovation, real-life application and
creating consensus amongst working groups within firms. Dul et al. (2011) investigate physical work
environment influence on the innovation of knowledge workers, compared with the effects of creative
personality and social-organizational work environment. Results support HR practices that focus on
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Therefore, this paper investigates and validates the KM model suggested by (Karasneh, 2002) in
multinational corporations (MNCs) operating in the Jordanian context. In his model, the author argues
that knowledge is the strategy of any organization that seeks to achieve a competitive advantage.

The paper proceeds as follows. The next section presents an overview of the KM model. The
overview is followed by the literature review that sets out the hypotheses of this study. Afterwards, the
methodology for the study is presented. Then, the paper presents the results of the empirical study in
achieving the goals as set out above. In the last section, the paper discusses managerial implications
and highlights future research directions.

An Overview of KM Model

The proposed model sheds light on more than one aspect of KM. While knowledge creation (KC)
is a significant component of KM, it is only a component. Extensions to this work, postulated by a
number of authors, include additional components for a KM model. These may be broadly categorized
as "knowledge adoption" (Kadopt.) (including acquisition and transfer of best practice knowledge)
(Fakhrorazi et al., 2013; Gonzalez et al., 2005; Hsu et al., 2007; Karasneh, 2019). Knowledge
adaptation (Kadapt.) (including the modification, customization, and identification of substantial
knowledge) (Karasneh, 2002; Karasneh & Al-Khalili, 2009; Russo & Vurro, 2010; Uotila, 2018).
Knowledge embodiment (Kembody), including the distribution and dissemination of knowledge)
(Andone, 2009; Kuah et al., 2012; Martins et al., 2017). Knowledge evaluation (KE) is required to
assess knowledge in use (embedded within processes), and knowledge created or acquired, to ensure
its quality and appropriateness for purposeful action within each particular context which emerges.
The framework presented, incorporating the nucleus of KE, is intended to facilitate future empirical
evaluation and testing and to stimulate further academic debate.

The author believes that although knowledge creation is a central part of the conceptual KM
model, other crucial sources of knowledge exist, such as knowledge adoption, meaning a certain
organization's acquisition of knowledge from other external sources due to any hardships hindering the
creation of their own knowledge; and knowledge adaptation (Kadapt.) meaning a certain
organization’s effort to customize and fit knowledge according to the internal needs of its
organizational environment. As a result, Kadopt. appears to be dependent on Kadapt. It may be even
dangerous for an organization to adopt knowledge without proper adaptation. At last, when knowledge
has been properly existent within a firm, it is necessary to further embody it within a firm’s processes
and organizational environment. Thus, knowledge embodiment can be perceived as the capability of
the corporation to codify, distribute, transfer, and translate the adapted knowledge into real practice
(Karasneh, 2019; Smart et al., 2003).

All previous steps within KM model demand evaluation at each and every level. This ongoing
step (i.e., KE) requires a fertile organizational context in which knowledge sharing and reflection are
prevalent to validate the suitability of all KM entities. Therefore, KE is meant for expediting future
empirical evaluation and academic debates.

Literature Review and Hypotheses
Knowledge Evaluation

It is valuable to invoke that KE is required as an essential part of each KM component (i.e., KC,
Kadopt, Kadapt, Kembody). Merging (i.e., infusing) KE as a component is necessary for testing all
forms of knowledge in application within organizations. This is done to validate the suitability of
applied knowledge in a certain context as well as developing a sense of empirical evaluation for future
requirements. Karasneh (2019) defines KE as a review of knowledge from various sources, both
internal and external, for an intended purpose within a specific context. It can be seen as the
organization’s capability to assess the amount of knowledge available and accessible in the
organisation. Cousins et al. (2004) define evaluation as a “systematic inquiry leading to judgements
about program (or organisation) merit, worth, significance and support for program (or organizational)
decision-making”. They argue that evaluation leads to knowledge production, the validity, credibility,
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Abstract

Although the concept of KM has been broadly discussed in the present literature, it is still progressing and a
plethora of models as well as concepts exist. This plethora has resulted in KM concept fragmentation. The
presented model investigates the relationship between knowledge evaluation and KM factors (i.e., knowledge
creation, knowledge adoption, knowledge adaptation, and knowledge embodiment) that organizations are
supposed to take to achieve a competitive advantage. A questionnaire was developed to collect data. The
population of this study consists of five large global Information and Communication Technology MNCs
operating in Jordan, resulting in (93) individual questionnaires for analysis. The questionnaire was shown to be
reliable and valid. The results reveal that KM factors (i.e., knowledge creation and knowledge adoption) are
significant and have a strong influence on knowledge evaluation, while KM factors (i.e., knowledge adaptation
and knowledge embodiment) are insignificant and have a negative influence on knowledge evaluation at the
surveyed corporations. Implications, recommendations, and future research are also discussed.

Keywords: Knowledge creation, Knowledge adoption, Knowledge adaptation, Knowledge embodiment,
knowledge evaluation, MNCs, Jordan.

Introduction

The concept of knowledge management (KM) is still evolving and attracting academic scholars
and managers of business organizations alike. Strategies to attain (or maintain) a competitive
advantage are increasingly being determined by the development or realization of distinct
organizational capabilities (Hitt et al., 2016) that emerge from strategic insights (Venkitachalam &
Willmott, 2017). The foundations of these competencies are knowledge assets, which, when harnessed
and managed effectively, provide "core competencies" which are difficult to imitate. Accordingly,
knowledge and its assets initiate the basis of a novel form of competitive distinction that relies on the
content found in the modern world (Massingham & Holaibi, 2017). This content may be found in
products, services, or even rooted within certain operations and procedures that offer outstanding
services. The rationale for a focus on "knowledge" and its management has been addressed by many
scholars. Although many of the initial research endeavours were hindered by attempts to "define"
knowledge and KM, substantial progress is evident in the area of knowledge creation (Nonaka &
Takeuchi, 1995; von Krogh et al., 2000). For the purpose of this paper, the author defines KM as the
accumulation of processes that lead to the creation, adoption, adaptation, and embodiment of
knowledge. This definition suggests that KM is a set of combined activities for knowledge utilization
to reinforce competitive advantage.

Although the concept of KM has been broadly discussed in the present literature, it is still
progressing and a plethora of models, as well as definitions, exist. This plethora has resulted in KM
concept fragmentation and lack of consensus (Jackson et al., 2020). Thus, the presented model aims at
creating a basis for future empirical research within the concept of KM. It also aims at enriching our
understanding regarding the value of endogenous and exogenous knowledge to enhance the capability
of organizations.
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of view. This study used Monte Carlo method to introduce the concept of portfolio resampling and
apply statistical inferences methodology to construct the sample acceptance regions and confidence
regions for the resampled portfolios needing revision. The findings present that through TEEF, the
dynamic analysis indicates that domestic dynamic diversification outperforms international major and
emerging diversification strategies. Portfolio revision appears to be of no systematic benefit.
Solimanpur et al. (2015) in their study aimed to construct optimal portfolios using a hybrid genetic
algorithm (HGA) and analytic hierarchy process (AHP). The attempted mathematical model includes
two objective functions; namely, risk and return. The proposed GA results in several non-dominated
portfolios being in the efficient frontier. A decision-making approach based on AHP is then used to
select the portfolio from among the solutions obtained by GA. 12 non-dominated portfolios are
obtained. The annual return of optimal portfolios varies between 6.75 and 9.15 percent, while their
risk measured by the standard deviation of returns changes between 7.79 and 9.35 percent. Al Saadi
(2017) investigated the ability of a hybrid genetic algorithm (HGA) and analytic hierarchy process
(AHP) in selecting the optimal portfolio. The data was adopted from Amman Stock Exchange for the
year 2015. Using HGA to solve the Markowitz portfolio optimization problem, 10 portfolios are
obtained. The annual portfolio return of optimal portfolios varies between 10.552% and 13.429%,
while their risk changes between 0.646% and 0.818% measured by the standard deviation of the
returns. Alrabadi (2015) found an optimal portfolio that maximizes return while keeping risk to a
minimum. This study applied the portfolio optimization concept of Markowitz (1952) and the GRG
nonlinear algorithm. It constructed six portfolios with different weights consisting of the 30 leading
stocks from the three different sectors in Amman Stock Exchange over the period from 2009 to 2013.
The selected portfolios achieve a monthly return of 5 percent while keeping risk measured by standard
deviation of the returns at minimum. However, if the short-selling constraint is relaxed, the monthly
return will be 9 percent.

Conclusion

This study aims to construct an optimal portfolio by using Sharpe’s SIM. The study applies
Sharpe’s model using daily returns of the companies listed in Amman Stock Exchange over the period
of January 1, 2013 to December 31, 2017. Findings can be summarized as follows:

1. Constructing an optimal portfolio using SIM is useful, convenient for investors and simpler than
that constructed using Markowitz’s Mean-variance Model.

2. According to Sharpe model, optimal portfolio daily return is 0.35%, which means that the investor
will get 0.35% daily returns by holding a portfolio containing 10 securities from the three sectors
of ASE. In against, the investor will bear a portfolio daily risk of 0.075% measured by the
variance of return.

3. The optimum portfolio in ASE over the study period is consisting of (2.77%) of investment made
in Jordan Islamic Bank, (10.16%) of investment made in the Housing Bank for Trade and
Finance, (7.85%) of investment made in Arab Bank, (3.69%) of investment made in Jordanian
Duty-Free Shops, (12.46%) of investment made in Union Land Development Corporation,
(0.65%) of investment made in Jordan Masaken for Land & Industrial Development Projects,
(5.69%) of investment made in the Arab Potash, (49.83%) of investment made in Al-Eqbal
Investment Company , (4.76%) of investment made in Hayat Pharmaceutical Industries and
(2.15%) of investment made in Jordan Petroleum Refinery

4. The highest proportion in the optimal portfolio is for Al-Eqbal Investment Company with 49.83%
and the smallest proportion is for Jordan Masaken for Land & Industrial Development Projects
with 0.65%.

5. Jordanian Duty-Free shops company has the highest mean return of 2.28% and the highest
variance of 5.71%, while Al-Bilad Medical Services company has the lowest mean return of

-1.02% and the Housing Bank for Trade and Finance has the lowest variance of 0.02%.
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Table (6) continuous

Jordan
Masaken for
Land & Al-Eqbal
Industrial The Investment Hayat Jordan
Development Arab Company, Pharmaceutical Petroleum

Projects Potash LTD Industries Co. Refinery
Jordan Islamic Bank -0.5420 0.5519 0.5568 0.1885 -0.1031
The Housing Bank for -0.8930 06885  0.7062 0.1820 -0.3305
Trade and Finance
Arab Bank 0.5985 -0.4667 -0.5930 -0.3347 0.4592
Jordanian Duty-Free Shops 0.0639 -0.1910 0.0882 0.0187 -0.1242
Union Land Development 10.6123 07870 06934 0.4608 10.3938
Corporation
Jordan Masaken for Land &
Industrial Development 1.0000 -0.7011 -0.7840 -0.2141 0.4861
Projects
The Arab Potash -0.7011 1.0000 0.7752 0.2508 -0.3367
Al-Eqbal Investment -0.7840 07752 1.0000 0.2804 -0.6380
Company, LTD
Hayat Pharmaceutical 202141 02508 02804 1.0000 -0.2773
Industries Co.
Jordan Petroleum Refinery 0.4861 -0.3367 -0.6380 -0.2773 1.0000

Discussion

This study aims to use Sharpe’s Single-index Model to construct an optimal portfolio by using
daily data from Amman Stock Exchange for the period from 2013 to 2017. The portfolio consists of
10 stocks that have excess return to beta ratio higher than the cut-off point. We find that according to
Sharpe’s model, the optimum portfolio daily return is 0.35%, while its risk is 0.075%.

Our results are similar to those of previous studies that constructed an optimal portfolio by using
Sharpe’s Single-index Model, such as (Mandal, 2013; Sarker, 2013; Ramanthan and Jahnavi, 2014;
Singh and Gautam, 2014; Mary et al., 2015; Poormina and Remesh, 2015; Shah, 2015). All securities
which have excess return to beta ratio greater than the cut-off point are included in the portfolio. Such
portfolio is the optimum portfolio and the securities included in the portfolio are the most efficient
securities. Sarker (2013) constructed an optimal portfolio consisting of 33 securities (out of a sample
of 164 securities) listed in Dhaka Stock Exchange (DSE), over the period from July 2007 to June
2012. The study found that the framework of Sharpe's single-index model for optimal portfolio
construction is very simple and useful. Portfolio monthly return and portfolio risk measured by the
standard deviation of returns have been found out to be respectively 6.17% and 8.76%. Shah (2015)
built an ideal portfolio using Sharpe Index Model and CAPM model for BSE Top 15 securities and
compared the portfolios prepared through Sharpe Index Model &CAPM. The researcher collected
monthly data on BSE top 15 securities on basis of market capitalization from January 2000 to March
2015. According to Sharpe model, portfolio monthly return is 1.89%, while portfolio risk is 8.86%
measured by the standard deviation of returns and 78.43% measured by the variance of returns.
Biswas (2015) evaluated the performance of some selected diversified and non-diversified portfolios
with respect to risk and return. Each of these portfolios consists of 6 securities that have been
randomly selected. According to his study, diversified portfolio return was 8.98%, which is higher
than that of the non-diversified portfolio. The return of non-diversified portfolio was 8.38%. Also, risk
of the diversified portfolio was 1.47, which is lower than that of the non-diversified portfolio which
was 1.55 measured by the standard deviation of returns. The study of Mroua and Abid (2013) aimed to
investigate the performance of a revision procedure for domestic and international portfolios and
provide an empirical selection strategy for optimal diversification from an American investor’s point
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Table (5): Return and risk of the optimal portfolio

Xi? *unsystematic

Xi * Ri Xi * beta i risk
Jordan Islamic Bank -2.05608E-06  0.02097696 2.21663E-07
The Housing Bank for Trade and Finance 4.25062E-05 0.03482767 2.21973E-06
Arab Bank 4.56691E-05 0.07964443 8.20371E-06
Jordanian Duty-Free Shops 0.000842475 0.02599312 7.78105E-05
Union Land Development Corporation 8.83662E-05 0.20740404 2.84092E-05
; (;Z(ji:(r:lti\/lasaken for Land &Industrial Development 9 18793E-05 0.00042279 7 84R4TE-07
The Arab Potash 0.000491057  0.08776874 0.00010245
Al-Eqbal Investment Company, LTD 0.001828241  0.91818485 0.000484398
Hayat Pharmaceutical Industries Co. 1.64219E-05  0.02579473 1.53557E-06
Jordan Petroleum Refinery 2.29062E-05 0.02874717 5.02242E-06
Total 0.003467466 1.42976451 0.000711055
Portfolio return
Rp=Sum( Xi * Ri) 0.35%
Portfolio variance
o%p = Bp**om? + oep?
op? = (1.42976451) * * 0.0000186797+0.000711055 0.075%

Table 6 shows the correlation between securities returns in the optimal portfolio. It shows that
each two stocks can be positively correlated or negatively correlated. A positive correlation indicates
that the two securities returns move in the same direction; if one security return increases, the other
increases as well. Negative correlation indicates that the two securities returns move in opposite
directions; if one security return increases, the other decreases. A correlation coefficient of 1 means
that for every positive increase in one security return, there is a positive increase of the same
proportion in the other. According to modern portfolio theory, diversified portfolio will be benefited if
the correlation coefficient between the selected stocks for portfolio is negative.

Table (6): The correlation between securities in the optimal portfolio.

The
Housing Jordanian
Jordan  Bank for Duty- Union Land
Islamic Trade and Arab Free Development
Bank Finance Bank Shops Corporation
Jordan Islamic Bank 1.0000 0.4752 -0.2055 -0.0573 0.4416
the Housing Bank for Trade and Finance =~ 0.4752 1.0000 -0.4141  -0.0973 0.5548
Arab Bank -0.2055 -0.4141 1.0000 -0.5467 -0.6380
Jordanian Duty-Free Shops -0.0573 -0.0973 -0.5467 1.0000 0.0142
Union Land Development C()rp()rati()n 0.4416 0.5548 -0.6380 0.0142 1.0000
Jordan Masaken for Land & Industrial = 5450 08930 05085 00639 -0.6123
Development Projects
The Arab Potash 0.5519 0.6885 -0.4667 -0.1910 0.7870
Al-Egbal Investment Company, LTD 0.5568 0.7062 -0.5930 0.0882 0.6934
Hayat Pharmaceutical Industries Co. 0.1885 0.1820 -0.3347 0.0187 0.4608
Jordan Petroleum Refinery -0.1031 -0.3305 0.4592 -0.1242 -0.3938
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Excess return
to beta ratio R*B/ c%i B?*c%i C*

Jordan Press Foundation/Al-RA'l -0.01337 -0.12145  9.082807
Al-Tajamouat for Touristic Projects Co., PLC -0.00181 -1.5745 870.2277
Jordanian Duty-Free Shops 0.032411 0.281435 8.683178
The Arab International for Education & Investment -0.00905 -0.24879  27.49879
Union Investment Corporation -0.00063 -1.22465 1940.631
Union Land Development Corporation 0.000426 0.645127 1514.175
Arab East Investment -0.00314 -1.72673  550.4951
Al-Dawliyah for Hotels & Malls -0.00255 -0.27623  108.4706
Jordan Telecom -0.0009 -0.19542  216.3017
Alia- the Royal Jordanian Airlines PLC. -0.00468 -2.92214  624.9621
First Jordan Investment Company PLC -0.00342 -0.45217  132.0362
; (;Z?Zélti\Aasaken for Land & Industrial Development 0217314 0.049495 0227758
Afaq for Energy Co., PLC -0.00094 -1.12583  1201.208
Dar Al Dawa Development & Investment -0.00241 -1.77477  735.549

Jordan Phosphate Mines -0.00186 -0.97472  525.0524
The Jordan Cement Factories -0.00429 -0.66411 154.8415
The Arab Potash 0.005595 0.420689  75.19161
Al-Egbal Investment Company, LTD 0.001991 3.46546 1740.434
Universal Modern Industries -0.03332 -0.4388 13.16897
Union Tobacco & Cigarette Industries -0.00295 -0.43089  146.0206
The Arab Pesticides & Veterinary Drugs MFG Co. -0.00096 -0.27324  284.0533
Hayat Pharmaceutical Industries Co. 0.000637 0.275857 433.3024
United Cable Industries -0.00175 -3.21688  1840.689
Jordan Petroleum Refinery 0.000797 0.13111 164.542

Table 4 shows the proportion of investment to be made in each security. From Table 4, it can be
observed that the highest proportion is for Al-Eqgbal Investment Company, LTD with 49.83% and the
smallest proportion is for Jordan Masaken for Land & Industrial Development Projects with 0.65%.

Table (4): Calculations of the weights of securities selected in the optimal portfolio.

z value Weight

Jordan Islamic Bank 0.2127897 0.02774
The Housing Bank for Trade and Finance 0.7790582 0.1015606
Arab Bank 0.6020409 0.078484
Jordanian Duty-Free Shops 0.2832165 0.036921
Union Land Development Corporation 0.9558461 0.1246073
Jordan Masaken for Land & Industrial Development Projects 0.0495418 0.0064584
The Arab Potash 0.436119  0.0568539
Al-Egbal Investment Company, LTD 3.8226095 0.498328
Hayat Pharmaceutical Industries Co. 0.3647734 0.0475531
Jordan Petroleum Refinery 0.1648749  0.0214936

Table 5 shows the calculations for return and variance of the optimal portfolio. It is seen that the
portfolio daily return is 0.35%. This means that the investor will get 0.35% return from investing in a
portfolio consisting of 10 securities having excess return to beta ratio higher than the cut-off rate. In
against, he/she will afford 0.075% portfolio risk.
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Avg. daily Standard Systematic ~ Unsystematic
return deviation Variance Beta  risk (8%¢’rm) risk (o’ei)

The Arab International for -0.0060 0.1260 0.0159  0.6606  8.15E-06 0.0159
Education & Investment
Union Investment 20,0011 0.0412 00017 1.7815  593E-05 0.0016
Corporation
Union Land Development 0.0007 0.0434 00019 1.6645  5.18E-05 0.0018
Corporation
Arab East Investment -0.0037 0.0507 0.0026  1.1824 2.61E-05 0.0025
ﬁ;ﬁ:“’hyah for Hotels & -0.0013 0.0145 0.0026  0.5270  5.19E-06 0.0026
Jordan Telecom -0.0010 0.0779 0.0061  1.1436  2.44E-05 0.0060
First Jordan Investment -0.0065 0.0555 0.0031  1.3806  3.56E-05 0.0030
Company PLC -0.0027 0.0677 0.0046  0.7765 1.13E-05 0.0046
Jordan Masaken for Land &
Industrial Development 0.0142 0.1372 0.0188  0.0655 8.01E-08 0.0188
Projects
Afaq for Energy Co., PLC -0.0014 0.0445 0.0020  1.5249 4.34E-05 0.0019
Dar Al Dawa Development -0.0020 0.0307 0.0009  0.8279  1.28E-05 0.0009
& Investment
Jordan Phosphate Mines -0.0033 0.0771 0.0060  1.7590 5.78E-05 0.0059
The Jordan Cement -0.0023 0.0438 0.0019 05448  5.54E-06 0.0019
Factories
The Arab Potash 0.0086 0.1782 0.0317  1.5438 4.45E-05 0.0317
Al-Eqbal Investment 0.0037 0.0449 00020 1.8425  6.34E-05 0.0020
Company, LTD
Universal Modern Industries 0.0040 0.0332 0.0011  0.1204 2.71E-07 0.0011
Union Tobacco & Cigarette -0.0023 0.0659 0.0043  0.7948  1.18E-05 0.0043
Industries
The Arab Pesticides &
Veterinary Drugs MFG Co, -0.0005 0.0335 0.0011 05634  5.93E-06 0.0011
Hayat Pharmaceutical 0.0003 0.0262 0.0007  0.5424 5.5E-06 0.0007
Industries Co.
United Cable Industries -0.0022 0.0296 0.0009  1.2487 2.91E-05 0.0008
Jordan Petroleum Refinery 0.0011 0.1044 0.0109  1.3375 3.34E-05 0.0109
Market 0.0001 0.0043 0.0000

Table 3 shows the calculations of the cut-off rate. It can be noticed from Table 3 that the unique
cut-off has been derived as -0.00021. Thus, only 10 securities having excess return to beta ratio above
-0.00021 are qualified to the optimum portfolio. These securities are: Jordan Islamic Bank, the
Housing Bank for Trade and Finance, Arab Bank, Jordanian Duty-Free Shops, Union Land
Development Corporation, Jordan Masaken for Land & Industrial Development Projects, the Arab
Potash, Al-Eqgbal Investment Company , Hayat Pharmaceutical Industries and Jordan Petroleum
Refinery.

Table (3): Calculations of cut-off rate.

Excess return
to beta ratio R*B/ c%i B?%c%i C*

Jordan Islamic Bank -9.8E-05 -0.19458 1985.144 -0.00021
Jordan Kuwait Bank -0.0017 -2.48109  1458.875

The Housing Bank for Trade and Finance 0.00122 0.666923  546.447

Bank of Jordan -0.00142 -0.20184 142.5972

Return Arab Bank 0.000573 0.443372  773.2154

Al-Bilad Medical Services -0.0137 -0.59406  43.37373
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Mean Median Maximum Minimum Std. Dev.

Union Land Development Corporation 0.0007 0.0000 0.7017 -0.1380 0.0434
Arab East Investment -0.0037  0.0000 0.2076 -0.8837 0.0507
Al-Dawliyah for Hotels & Malls -0.0013 0.0000 0.0335 -0.1118 0.0145
Jordan Telecom -0.0010  0.0000 1.8822 -0.3189 0.0779
Alia- The Royal Jordanian Airlines PLC. -0.0065 0.0000 0.0690 -1.1763 0.0555
First Jordan Investment Company PLC -0.0027 0.0000 0.1625 -1.4816 0.0677
Jordan Masaken for Land & Industrial

Development Projects 0.0142 0.0000 1.9347 -0.3830 0.1372
Afaq for Energy Co., PLC -0.0014  0.0000 0.0932 -1.0315 0.0445
Dar Al Dawa Development & Investment  -0.0020 0.0000 0.0834 -0.3049 0.0307
Jordan Phosphate Mines -0.0033  -0.0031 1.9390 -0.2726 0.0771
The Jordan Cement Factories -0.0023 0.0000 0.3086 -0.6140 0.0438
The Arab Potash 0.0086 0.0000 3.6490 -0.1245 0.1782
Al-Egbal Investment Company, LTD 0.0037 0.0000 0.2906 -0.5533 0.0449
Universal Modern Industries 0.0040 0.0000 0.2850 -0.1771 0.0332
Union Tobacco & Cigarette Industries -0.0023 0.0000 0.8868 -0.4515 0.0659
The Arab Pesticides & Veterinary Drugs

MFG Co. -0.0005 0.0000 0.0694 -0.6396 0.0335
Hayat Pharmaceutical Industries Co. 0.0003 0.0000 0.1232 -0.1671 0.0262
United Cable Industries -0.0022  0.0000 0.0813 -0.2274 0.0296
Jordan Petroleum Refinery 0.0011 0.0000 2.7166 -0.3502 0.1044
Market 0.0001 0.00 0.0209 -0.0198 0.0043

Table 2 shows the variables needed to construct the optimal portfolio using SIM. Several statistics
such as average daily return, variance, standard deviation of daily return, standard deviation of market
return, beta, systematic risk and unsystematic risk of all the thirty sampled securities have been
calculated on the basis of the collected data. Table 2 shows that Al-Bilad Medical Services has the
lowest daily mean return of -0.0102 and Jordanian Duty-Free Shops has the highest mean return of
0.0228, the variances ranging from 0.0002 for the Housing Bank for Trade and Finance to 0.0571 for
Jordanian Duty-Free Shops, standard deviation ranging from 0.0145 for Al-Dawliyah for Hotels &
Malls to 0.2389 for Jordanian Duty-Free Shops. This table also shows the beta values of the sampled
securities. Al-Eqgbal Investment Company LTD has the highest beta value of 1.8425, which means that
it is highly volatile. Universal Modern Industries has a negative beta of -0.1204, which represents
lower volatility.

Table (2): Variables needed to construct optimal portfolio using Sharpe’s single-index model.

Avg. daily Standard Systematic  Unsystematic
return deviation Variance Beta risk (8%c°rm) risk (o”ei)

Jordan Islamic Bank -0.0001 0.0173 0.0003  0.7562 1.07E-05 0.0003
Jordan Kuwait Bank -0.0012 0.0191 0.0004  0.7206 9.7E-06 0.0004
The Housing Bank for Trade

. 0.0004 0.0147 0.0002  0.3429 2.2E-06 0.0002
and Finance
Bank of Jordan -0.0009 0.0541 0.0029  0.6450  7.77E-06 0.0029
Return Arab Bank 0.0006 0.0368 0.0014  1.0148 1.92E-05 0.0013
Al-Bilad Medical Services -0.0102 0.1127 0.0127  0.7419 1.03E-05 0.0127
g‘,ila“ Press Foundation/Al- ) 534 0.0846  0.0072 02550  1.21E-06 0.0072
Al-Tajamouat for Touristic 200014 00259  0.0007 07592  1.08E-05 0.0007

Projects Co., PLC
Jordanian Duty-Free Shops 0.0228 0.2389 0.0571  0.7040 9.26E-06 0.0571
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The value of C* is computed from the attributes of all securities that belong to the optimum
portfolio. For a portfolio of i stocks, C;j is given by:

—_— [E) (4)

After determining the qualified securities to be selected, the investor should find out how much
should be invested in each security, The percentage invested in i*"security is denoted by X; and is

calculated using the expression:

X = E*.-"'j.iz;' )
where,
R —-R (6)
z,=2e o
O B,

The first expression indicates the weights on each security and they sum up to one. The second
expression determines the relative investment in each security.

Finally, expected return of the optimum portfolio Rp is calculated using the following equation
(Strong, 2008):

Rp = LiL, XiRi (7)

Portfolio variance o7 is calculated using the following equation (Strong, 2008):

o?p= (L  Xipi)*o"m+ o’ep (8)
Results of Analysis

Table (1) shows the descriptive statistics of the returns of sample companies (mean, median,
maximum, minimum and standard deviation). It shows that the market return has a daily mean of
0.0001, a median of 0.0000, a maximum of 0.0209, a minimum of -0.0198 and a standard deviation of
0.0043 over the period of (2013-2017).

Table (1): Descriptive statistics of the returns of sample companies.

Mean Median Maximum Minimum Std. Dev.

Jordan Islamic Bank -0.0001 0.0000 0.0796 -0.1945 0.0173
Jordan Kuwait Bank -0.0012  0.0000 0.0715 -0.1961 0.0191
The Housing Bank for Trade and Finance  0.0004 0.0000 0.0716 -0.2351 0.0147
Bank of Jordan -0.0009  0.0000 0.2121 -1.2917 0.0541
Arab Bank 0.0006 0.0000 0.8685 -0.1495 0.0368
Al-Bilad Medical Services -0.0102  0.0000 0.0813 -1.5488 0.1127
Jordan Press Foundation/Al-RA'I -0.0034 0.0000 1.6386 -0.3399 0.0846
Al-Tajamouat for Touristic Projects Co.,

PLC -0.0014  0.0000 0.1054 -0.1719 0.0259
Jordanian Duty-Free Shops 0.0228 0.0000 3.2171 -0.0777 0.2389
The Arab International for Education &

Investment -0.0060  0.0000 0.0720 -2.4400 0.1260

Union Investment Corporation -0.0011 0.0000 0.2458 -0.6749 0.0412
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Stock’s return

R, =Ln L1 (1)
Pi

where

R, is the return of stock i on day t.

D,, 1s the closing price of stock i on day t.

P, , the closing price of stock i on day t-1.

Market return
Ind.
R, =Ln| @)
Index, |
where

R . is the market return on day t.
Index, is the general free float index value on day t.
Index, | is the general free float index value on day t-1.

The Construction of the Optimal Portfolio

The first step to construct an optimum portfolio using Sharpe’s Single-index Model is to select
securities on the basis of the following criteria:

* The return on the investment is greater than the risk-free return.
* The beta value for that security is positive.

For each security selected in the portfolio, return is then calculated following Equation (1).

After selecting these securities in the portfolio, the next step is to construct an optimal portfolio.
The construction of an optimal portfolio is a simple function if a single number gauges the desirability
of including a security in the optimal portfolio. For Sharpe’s Single-index Model, such a number

exists. In this case, the desirability of any security is directly related to its “excess return-to-beta” ratio
given by the following equation:

. R —-R,
Excess return-to-beta ratio=——-— 3)

where

R, is the return on stock i

R is the risk-free rate of return
p, is a constant that measures the expected change in R, given a certain change in R .

So, “excess return-to-beta” ratio is calculated for each security in the portfolio. This ratio
measures the additional return on a security (excess of the riskless assets return) per unit of systematic
risk or non-diversifiable risk. Securities are ranked in descending order (from highest to lowest),
according to their “excess return-to-beta” ratio. Further, the number of stocks selected in the optimum
portfolio depends on a unique cut-off rate C* such that all stocks with “excess return-to-beta” ratios

greater than or equal to this unique cut-off C*are included and all stocks with lower ratios are
excluded.
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other stocks in the portfolio, where Dish TV company yields lower return among other companies.
The study also found that media and entertainment industry is the growing and emerging sector in the
securities market under investigation.

Chou et al. (2017) used GA combined with the Sharpe ratio to find the best portfolio which has
low risk and high return and utilized a novel method, funds standardization, to calculate portfolio risk.
Moreover, this paper used sliding windows to avoid the over-fitting problem. The source of stock
prices in the study is the Taiwan Economic Journal (TEJ) during the period from 2010 to June 2016.
The constituent stocks of Taiwan 50 ETF are chosen as investment target. The experimental results
showed that the portfolio can spread the risk effectively and that the portfolio risk can be assessed
accurately by utilizing the funds standardization. Comparing with the traditional method, this method
can identify the optimal portfolio efficiently and establish a portfolio that has lower risk and stable
return.

In the Jordanian context, Alrabadi (2016) utilized the mean-variance optimization framework of
Markowitz (1952) and the generalized reduced gradient (GRG) nonlinear algorithm to find the optimal
portfolio that maximizes return while keeping risk at minimum. This study applied the portfolio
optimization concept of Markowitz (1952) and the GRG nonlinear algorithm to a portfolio consisting
of the 30 leading stocks from the three different sectors (industrial, services and financial) in Amman
Stock Exchange over the period from 2009 to 2013. The study found that the selected portfolio
achieves a monthly return of 5 percent whilst keeping risk at minimum. However, if the short-selling
constraint is relaxed, the monthly return will be 9 percent. Moreover, the GRG nonlinear algorithm
enables to construct a portfolio with a Sharpe ratio of 7.4.

Al Saadi (2017) investigated the ability of a hybrid genetic algorithm (HGA) and analytic
hierarchy process (AHP) in selecting the optimal portfolio. The study used daily returns of the
companies listed in Amman Stock Exchange over the period from January 1, 2015, to December 31,
2015. The study used the following variables in order to achieve the purpose of the study: return, risk,
beta, liquidity ratio, Sharpe ratio, Treynor’s ratio and Jensen’s alpha. The attempted mathematical
model includes two objective functions; namely, return and risk of a portfolio. The study found that
HGA can identify portfolios that are on the efficient frontier. HGA has no restrictions on the number
of assets. It also found that AHP can select the optimum portfolio among the portfolios obtained by
HGA.

Overall, previous studies have developed many techniques of portfolio optimization in different
stock markets around the world. The optimal portfolio construction using Sharpe’s single-index model
is found to be simple and effective in developed and emerging stock exchanges. Thus, simplicity and
efficiency at the same time are what distinguishes it from other more sophisticated models. To the best
of the authors’ knowledge, this is the first study in Jordan that uses this model in order to find the
optimum portfolio in ASE using daily data over the period (2013-2017). The results of this study are
expected to be vital to both academicians and investors in ASE.

Data and Methodology

The study population consists of all securities listed in Amman Stock Exchange (ASE) during the
period of January 1, 2013 to December 31, 2017. The sample consists of the largest 30 companies in
ASE according to their market capitalization. The choice of the largest companies is based on
including the blue-chip stocks in the constructed portfolio and excluding the small companies. Stocks
are selected from the three different sectors (industrial, services and financial), 10 stocks each. The
data is collected on a daily basis over the study period.

To attain the objective of the study, we use two main variables; the return of individual stocks
(R, ) and market return (R, ).



Optimal Portfolio Construction Using Sharpe's Single-index Model: ... 892

limited diversification benefit from spreading out the investments from the SEE markets to the world
leading capital markets, or vice versa, due to the high integration of the SEE market with leading
world markets. National capital markets are quite inefficient from the mean-variance standing point of
view, while the Macedonian capital market was the best performing in the observed period.

Mrcela et al. (2017) proposed a new algorithm for portfolio optimization, based on statistical
arbitrage, that uses a multi-criteria decision-making approach to obtain the most preferred assets. A
preference flow graph of financial assets is constructed at each time step, with the aid of statistical
arbitrage algorithm that describes preferences among the assets. Then, the individual preferences for
each asset are obtained by using the potential method and the most preferred assets are selected into
the portfolio in accordance to them. A consistency measure of the preference flow graph is also
obtained using the same method and it measures the reliability of the decision-making. The proposed
method has been tested on a selection of S&P 500 constituent stocks from 1980 to 2004. The results
indicate that the proposed method performs well in the considered market, which is indicated by high
Sharpe ratios of the constructed portfolios. The algorithm performs better when provided with a larger
number of assets, showing that the increased number of considered assets provides more insight into
the market behavior.

Studies in emerging markets also used the SIM. Mandal (2013) investigated the idea hidden in
Single-index Model (SIM) and constructed an optimal portfolio using this model, basing on daily
stock prices of ten selected public-sector enterprises along with daily indices of BSE Sensex as market
performance index for the period from April 2001 to March 2011. After formulating the cut-off rate,
securities with “excess-return to beta” ratio values greater than or equal to the cut-off point were
selected. Then, to arrive at the optimal portfolio, the proportion of investment in each of the selected
securities in the optimal portfolio was computed on the basis of beta value, unsystematic risk, excess
return to beta ratio and the cut-off rate of the security concerned. The study found that Sharpe’s
Single-index Model gives an easy mechanism to construct an optimal portfolio of stocks and
simplifies the portfolio problems found in Markowitz’s model. The results also indicated that there is a
significant difference between the total risk of the optimal portfolio under SIM and that under
Markowitz’s model.

Sarker (2013) studied the applicability of using Single-index Model in constructing an optimal
portfolio, considering a sample of monthly prices of 164 companies listed in Dhaka Stock Exchange
(DSE) and DSE all-share price index over the period of July 2007 to June 2012. The study found that
portfolio beta is considerably lower than the market beta and portfolio return is much higher than the
portfolio variance. The framework of Sharpe's single-index model for optimal portfolio construction is
found to be very simple and useful. Portfolio return and portfolio risk have been found out to be,
respectively, 6.17% and 8.76%.

Das and Agarwal (2014) concentrated on the construction of an optimal portfolio of banking
stocks using Sharpe’s index model. The data has been collected from the website of National Stock
Exchange and Reserve Bank of India over the period (2009 - 2014). The sample size under this study
is limited to twelve stocks. The twelve companies are ranked on the basis of excess return to beta ratio.
The cut-off point is calculated for each stock and the highest value of cut-off point was taken into
calculations in determining the percentage of money to be invested in each banking stock. The
outcomes of this study guide investors in their decision of selecting best banking stocks from the Bank
Nifty Index.

Ramanathan and Jahnavi (2014) constructed an optimal equity portfolio using Sharpe’s index
model taking media and entertainment sector into consideration for constructing the optimum
portfolio. The data of the study consists of twenty Indian companies over a period of 5 years from
April 2007 to March 2013. Excess return to beta ratio has been calculated and the companies are
ranked based on that ratio. The cut-off point is calculated based on the highest value and cut-off point
is used to calculate the proportion of money to be invested in each stock. The study concluded that the
industry is performing well over the period of the study. In the securities market, stock with high risk
will yield high return. Thus, PVR Company has high risk and yields higher return compared to the
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finding is that the global portfolio diversification benefits exist for domestic investors, in both the
mean-variance analysis and tracking error analysis. Through TEEF, the dynamic analysis indicates
that domestic dynamic diversification outperforms international major and emerging diversification
strategies. Portfolio revision appears to be of no systematic benefit.

Sinha et al. (2015) developed an algorithm to create an optimum portfolio from a large pool of
stocks listed in a single market index S&P 500 Index: USA (for example) using Genetic Algorithm.
The algorithm selects stocks on the basis of a priority index function designed on company
fundamentals and then genetically assigns optimum weights to the selected stocks by finding a
genetically suitable combination of return and risk on the basis of historical data. The effect of genetic
evolution on portfolio optimization has been demonstrated by developing a MATLAB code to
implement the genetic application of reproduction, crossover and mutation operators. The
effectiveness of the obtained portfolio has been successfully tested by running its performance over a
six-month holding period. The input shall consist of the stocks from SP 500 Index: US comprising of
the daily closing prices, EPS ratios, PEG values, weighted average cost of capital, market
capitalization/revenue and return on invested capital in the US Market from the duration December
2011 to December 2012. Based on the inputs from Bloomberg, it is found that genetic algorithm is
successful in providing the optimum weights to stocks which were initially screened through a
predetermined priority index function. The constructed portfolio beats the market for the considered
holding period by a significant margin. The analysis of the portfolio shows an annual average return
(AAR) 0f 26.01% from the historical data (December 2011 to December 2012). When tested for a six-
month holding period ( Jan. 2013- June 2013), the portfolio performed reasonably well giving a
%AAR of 15.98% whereas the market return for the same period was 10.14%. Thus, the above two-
stage technique involving genetic algorithm is found to be highly objective, useful and effective for
portfolio construction and optimization .

Solimanpur et al. (2015) presented a multi-objective model to the optimum portfolio selection
using a genetic algorithm and analytic hierarchy process (AHP). The proposed approach solves the
problem in two stages. In the first stage, the portfolio selection problem is formulated as a zero-one
mathematical programming model to optimize two objectives; namely, return and risk. A genetic
algorithm (GA) with multiple fitness functions called as Multiple Fitness Functions Genetic Algorithm
is applied to solve the formulated model. The proposed GA results in several non-dominated portfolios
are in the efficient frontier. A decision-making approach based on AHP is then used in the second
stage to select the portfolio from among the solutions obtained by GA. The GA is applied for data
collected from Data Stream, which includes 94 firms of S&P 100 index of the US stock market, during
the period (2001-2010). The study finds that the proposed decision-making system enables an investor
to find a portfolio which suits his/her expectations at most. The main advantage of the proposed
method is to provide preliminary information about the optimal portfolios lying on the efficient
frontier and thus help investors decide the appropriate investment alternatives.

Biswas (2015) proposed a multi-objective linear programming portfolio selection model that
ensures a no-dominated solution on the efficient frontier based on the outputs of the single-index
model. Taking Dow Jones Industrial Average (DJIA) as the market index and considering monthly
indices along with the monthly prices of 28 securities over the period March 1999 to March 2015, this
model solves a practical portfolio selection problem in a multi-objective framework. The proposed
model also shows its superiority over Sharpe’s single-index model.

Zaimovic et al. (2017) identified the relationships between returns of companies traded in South-
East European (SEE) equity markets. A Markowitz mean-variance (MV) portfolio optimization
method is used to identify possibilities for diversification among these markets and world-leading
capital markets. This research also offers insight into the level of integration of South-East European
equity markets. Principal component analysis (PCA) is used to determine components that describe the
strong patterns and co-movements of the dataset. The sample of the study consists of 47 stocks and 23
indices observed over the period from 1* January 2006 to 1% April 2016. The findings show that PCA
analysis substantially simplifies the asset selection process in portfolio management. There is a rather
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data required to perform portfolio analysis. It is also needed in the computational procedure used to
select the optimal portfolio. To this direction, in 1963, William F. Sharpe, most noted for his
development of the CAPM, developed the Single-index Model (SIM). SIM is a statistical model for
representing a return-generating process. It assumes that all the numbers in the covariance matrix can
be accounted for by the fact that all the stocks are responding to the pull of a single factor. SIM is the
simplest and most widely used simplification and may be considered as being at one extreme of
continuum with the Markowitz model at the other extreme point. The primary objective of this study is
to construct an optimal portfolio by using Sharpe’s Single-index Model and using data of the
Jordanian companies listed in Amman Stock Exchange (ASE) over the period (2013-2017). This study
is important for investors who are faced with the problem of deciding which securities to hold and
how much to invest in each. The importance of this research appears from the importance of optimal
portfolio which all investors wish to attain. Also, the study is important for academicians to get a
better understanding of the empirical application of SIM and provide suggestions and
recommendations for researchers who are interested in this field.

Amman Stock Exchange ASE

ASE is an emerging stock market that has been established in 1976 as Amman Financial Market
(AFM). The Securities Law of 1997 separated the functions of the Amman Financial Market (AFM)
and created the Jordan Securities Commission (JSC), the Amman Stock Exchange (ASE) and the
Securities Depository Center (SDC). Amman Stock Exchange (ASE) has started operations in 1999 as
a non-profit independent institution; authorized to function as a regulated market for trading securities
in Jordan. The exchange is governed by a seven-member board of directors. A chief executive officer
oversees day-to-day responsibilities and reports to the board. The members of ASE are Jordan's 68
brokerage firms. Amman Stock Exchange became a public shareholding company completely owned
by the government under the name "The Amman Stock Exchange Company (ASE Company)" on
February 20, 2017.

ASE applies an automated order-driven system. Investors cannot trade unless through brokers.
The brokers trade on the system remotely (from their offices) or use trading screens located in the
ASE headquarters. They trade on behalf of their customers and for their own inventory. Trading takes
place on a continuous basis. Specifically, the brokers enter buy and sell orders into the trading system.
The system arranges orders according to price/time priority. In particular, bid prices are ordered in
priority from highest to lowest, while ask prices are arranged from lowest to highest. Again, the
system matches orders and executes them according the price/time priority. Trade size is not a priority
in execution. The system keeps the traders anonymous until the order is executed.

Companies in ASE are classified into three main sectors; financial, industrial and services.
According to the formal statistics of 2020 as shown on its website, the number of companies in ASE is
179, the market capitalization is 12908 million JD which accounts for 41.5% of the GDP and the
trading volume is 1048.8 million JD.

Literature Review

Many studies have investigated the optimal portfolio construction using different techniques in
both developed and emerging stock exchanges around the world. Mroua and Abid (2014) investigated
the performance of a revision procedure for domestic and international portfolios and provided an
empirical selection strategy for optimal diversification from an American investor’s point of view.
This paper considers the impact of estimation errors on the optimization processes in financial
portfolios. It introduces the concept of portfolio resampling using Monte Carlo method. Statistical
inferences methodology is applied to construct the sample acceptance regions and confidence regions
for the resampled portfolios needing revision. Tracking error variance minimization (TEVM) problem
is used to define the tracking error efficient frontiers (TEEFs) referring to Roll (1992). The data
analyzed in this paper consists of daily continuously compounded returns, for stocks and market
indices in the period from August 3, 1997, to August 31, 2011. Daily closing prices of 27 American
stocks obtained from CRSP are used to form various domestic diversified portfolios. The main
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Abstract

The main objective of this study is to construct an optimal portfolio using Sharpe's single-index model
(SIM). The study generates a portfolio using daily returns of the Jordanians companies listed in Amman Stock
Exchange (ASE) over the period of January 1, 2013 to December 31, 2017. The suggested technique formulates
a unique cut-off rate, selects stocks having excess return to beta ratio higher than this cut-off point and defines
the percentage of investment in each of the selected stocks. Among the thirty sample companies, only ten were
selected for optimal portfolio using SIM. The results show that according to Sharpe’s model, the optimal
portfolio achieves a daily rate of return of 0.35% and a daily risk measured by the variance of returns of 0.075%.

Keywords: Portfolio construction, Sharpe’s single-index model, Optimal portfolio, Cut-off rate, Amman Stock
Exchange.

Introduction

Securities available to an investor for investment are numerous and of various types. Investing in
securities, such as shares, debentures and bonds, is profitable as well as risky. It is rare to find
investors investing their entire wealth in a single security. Instead, they hold a group or portfolio of
securities. Portfolio construction can be simply viewed as an issue of selecting securities to include in
a portfolio and then determining the appropriate weighting: the proportion of each security to be
invested in the portfolio. Portfolio selection was introduced first by “Harry Markowitz” in his
pioneering work on portfolio analysis described in his (1952) Journal of Finance article, “Portfolio
Selection”. His method of portfolio selection has come to be known as the Markowitz model. The
main assumption underlying the Markowitz model to portfolio analysis is that investors are essentially
risk-averse, meaning that given a choice between two securities with equal rates of return, an investor
will select the security with the lower level of risk. This implies that investors must be compensated
with a higher return in order to accept higher risk. Markowitz (1952) recognized that by combining
assets that are not perfectly correlated, an investor could reduce his or her investment risk without
reducing the expected returns. He tried to show that the variance of the rates of return is a worthwhile
measure of portfolio risk. His work puts emphasis on the importance of diversification to reduce the
risk of a portfolio and show how to diversify such risk effectively.

One of the problems with the Markowitz model is the large number of input data required for
calculations. An investor must obtain estimates of return and variance of returns for all securities
included in the portfolio, where he/she would need N return estimates, N variance estimates and N(N -
1)/2 covariance estimates, resulting in a total of 2N + [N(N-1)/2] estimates. The second difficulty with
Markowitz model is the complexity of computations required. The computations required are
numerous and complex in nature. With a given set of securities, an infinite number of portfolios can be
constructed. The expected returns and variances of returns for each possible portfolio have to be
computed. The identification of efficient portfolios requires the use of quadratic programming which
is a complex procedure (Kevin, 2006). Due to these difficulties, security analysts do not like to
perform their tasks taking a huge load of data-inputs of this model. They seek a more simplified model
for conducting their tasks comfortably. Simplification is needed in the amount and the type of input
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Notes

! The German name of the project is “Neue Chancen in der Sozialwirtschaft — Qualifizierungsperspektive fiir
Migrantinnen. “

2 A detailed review of the (labor market) integration literature is beyond the scope of this paper, but salient
information is synthesized in the literature review above. Variables found to have conceptual or empirical
importance for integration outcomes are (among others) educational background, language competency,
acculturation level, years in the host country, stress, social support, resilience,... etc.

3 Almost all women who had been approached to participate in the evaluation agreed to do so. However, some
women were not present during the day of data collection and efforts to collect the data afterwards were
only partially successful. Nonetheless, the participation rate is very respectable.

4 Results for this section are not captured in a table, as each instrument uses a different scaling and some
measures cannot be reported as a sum score.

5 A more detailed analysis of women’s psychosocial resources and stressors and the predictive value of variables
such as experience of stress, resilience and social support has been presented in a German handbook (James
et al., 2021). Main findings included: Stress, resilience, and degree of social support were moderately
correlated with women with less social support exhibiting higher stress scores (r=-0.46; p<0.01) and less
resilience (r=0.35; p<0.01), and women with higher stress levels scoring lower on resilience (r=-0.38;
p<0.01). Stress, resilience levels, number of children under the age of twelve and exposure to the project
(time) were statistically significant predictors of early dropout in a bivariate context. Multivariate logistic
regression analysis found that the odds of early dropout increased for women with higher resilience levels
by about eight percent (OR=1.08; p<0.05) and was cut in half for women with a higher number of younger
children (OR=0.52; p<0.01). The chances of leaving the project decreased by eleven percent for every
additional month the woman stayed in the project (OR=0.89; p<0.01). Findings suggested that women with
more psychosocial resources (e.g., more resilience) were more likely to make use of alternative
opportunities that opened up for them (e.g., a new job). Conversely, women with higher psychosocial
burdens (e.g., more children) were more reliant on the project for support and structure. Similarly, the more
time women had invested in the project, the more likely they were to stay. The interpretation of the findings
deserve further examination in follow-up analyses.
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a vocational training program, were in several cases followed by a disruption due to difficulties
experienced. Further data collection and analysis will need to focus on understanding the
trajectories of women throughout the project and examine reasons and predictors for observed
patterns.

Role of the Coaches. Coaching is conceptualized as a central element in the project, yet the
implementation of this element remains largely up to the discretion of the coaches. While data
show that coaches generally view the coaching relationship as positive and describe the
collaboration with the SoWi team and other project partners as supportive, there is also critique
about the little time given to coaching and the heavy administrative burden. Data also show a
discrepancy between the role expectation of the coaches and the actual work done, and salient
elements (such as the duration of the coaching) remain unclear. Some efforts have been made to
streamline coaching through three-hour coaching meetings every other month. From an evaluative
standpoint the coaching element (like other program elements in the project) would benefit from
greater specification in the form of practice guidelines or even a manual. In final analyses, it may
be possible to examine the effect of coaching on project outcomes.

Limitations and Strengths

A limitation of the evaluation is the lack of a comparison group, i.e., a similar group of women
that is not receiving the SoWi project or is receiving different services. However, it is anticipated that
some comparative data can be obtained via available labor market statistics. Additionally, data on
women dropping out of the project may indicate for whom SoWi is most likely to work. Other
limitations include challenges in the data collection process (e.g., varying language levels of the
women, gaining access to women) and dynamic developments in the project concept and its
implementation processes. Many of these obstacles are typical for real-world research and are
carefully addressed in collaboration with the SoWi project team. These efforts have succeeded in
obtaining a comparatively high participation rate in the survey of the women. Another strength is the
availability of multiple sources of data, which will be used for triangulation and a deepened
understanding of the findings.

Conclusion

SoWi constitutes an important and growing project in the spectrum of services offered by the city
of Kassel that has the potential to serve as a model for programs with similar objectives. While the
project is comparatively young, concepts and methods have notably evolved since its inception.
However, there is much room for greater specification of processes, which will be necessary if the
project is to develop into a “model” for similar efforts. Yet, even at this early stage, the evaluation of
the project provides valuable insights into factors that shape developments and generate hypotheses
that will be tested in the second half of this practice-research collaboration. An improved
understanding of the characteristics, resources, and challenges of women with migrant background
will, no doubt, inform the development of more targeted, and ultimately effective, programs.

Acknowledgement: This evaluation study is being funded by the Hessian Ministry of Social Affairs
and Integration in collaboration with the city of Kassel, Germany.

We thank our student-team members — Felia Fromm and Doreen Materne — for their valuable
contributions to this evaluation.
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coaches value the centrality of their role and feel well embedded in the project. Further analysis is
necessary to better understand the relationship between coaches and the women they coach and
support.

Discussion

Findings reported in this paper need to be understood as a first attempt to create profiles about the
demographic characteristics and psychosocial stressors and resources of women participating in the
SoWi program. As a practice-research collaboration, an explicit aim is to use data to shape the
conceptual development of the project. The insights gained from this descriptive analysis contribute to
this objective. Findings further address a gap in the labor market integration literature where little is
known about the women participating in labor market integration projects.

The paper addressed several research questions, and findings and their implications will be
summarized below.

Women’s Expectations. An exploration of women’s expectations showed that these were in line with
the project’s main objectives: Women primarily hoped to enter vocational training and/or find a
job. They expressed the value of work to them, not only in terms of making a living but also in
terms of their own personal growth. Whether women’s expectations and personal goals will
change over the course of the project remains to be seen.

Women’s Demographic Profiles. Evaluation results show that the project serves a group of women
who are highly heterogeneous in terms of age, (German) language level, migration experience,
family status and particularly educational background. This heterogeneity presents a challenge for
a project such as SoWi as it has to cater to women with very different backgrounds. This increases
the risk of some women dropping out prematurely. SoWi embraces an individualized rather than a
standardized approach, which seems sensible given the diverse needs of the women. From an
evaluative standpoint, however, the high degree of individualization contributes to a lack of
clarity and transparency about processes, timelines, inclusion criteria,... etc. A key question to be
analyzed at the end of the evaluation will be for which women the program is most likely to work.

Psychosocial Stressors and Resources. Little information exists to date about the psychosocial
stressors and resources of women with migrant background who participate in labor market
integration projects. Participating women report high stress levels in select areas but also present
with considerable resilience, self-efficacy and social support that position them well as a group to
succeed in this project. However, the big standard deviations across most psychosocial
dimensions underscore the need to explore in much greater depth factors related to the observed
variability. Religion was an important dimension in terms of women’s identity and more than half
the women reported practicing their religion much or very much. Questions related to
acculturation experiences and instances of racism generated responses that need to be clarified
and examined in greater depth in qualitative follow-up interviews. A paper that examined the
impact of stress, resilience and social support on dropout rates was recently published by the
authors (James et al., 2021). It demonstrated that psychosocial factors are in fact associated with
project outcomes. Upon completion of data collection, it will be possible to analyze definitively
whether psychosocial stressors and resources predict project success or failure. At that time, it
may also be possible to determine whether changes in stressors and resources occurred between
baseline survey and the second data collection timepoint.

Dropout Rate. Initial findings about the women’s status at the midpoint of the evaluation indicate that
about one-third of the women in the evaluation sample had dropped out. Rates were higher in the
first two cohorts. It is likely that longer stays in the project are associated with an increased risk of
dropping out but it is also possible that subsequent cohorts have simply benefited from the
experiences and insights gained as the concepts and methods of SoWi have evolved.
Understanding the timing and the reasons for dropout will be essential in taking measures to
reduce the dropout rate and to begin approximating the effectiveness of the project. This will be a
focus of further analyses. Analysis at this cross-section underscored that the current status of the
women in the project is simply a snapshot. Seeming successes, such as the entry of a woman into
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The sample also scored quite high in terms of social support. Women reported feeling supported
and having someone they could trust and consult in difficult situations. They also indicated feeling
supported by SoWi team members.’

In terms of cultural identification, women expressed being generally happy to live in Germany
and seeing their future there. However, they also reported considerable cultural ambivalence in terms
of their sense of belonging. Questions about experiences with racism were answered negatively,
raising questions about potential social desirability responses. These sensitive topics will further be
pursued in qualitative interviews. A final set of questions asked women about the significance of
religion in their lives. In this sample, 56% of the women are Muslims and 30% are Christians. About
60% report practicing their religion “much” to “very much,” 31% practice it “little” and 9% “not at
all.” A question about the centrality of religion for the identity of the women was answered with a
mean score of 5.5 (SD=2.1) on a scale from 1 to 7.

Case Status of Women at the Evaluation Midpoint

At this stage, outcome data needs to be considered with great caution given that SoWi is only at its
midpoint. However, initial outcome data provides a snapshot of where women are in the program and
generate hypotheses that can be pursued during the second half of the evaluation (see Table 3).

Table 3. Case Status of Participating Women at the Evaluation Midpoint (n=98)

Case Status N (%)

In Coaching 65 (66.3)
Dropped out 33 (33.7)
Total 98 (100.0)

According to available administrative data on the 98 women, 65 (66.3%) receive coaching, which
indicates an active status in the program. One-third (33.7%) have dropped out of SoWi. Women who
receive coaching can be in different stages of the program. Some have begun vocational training, thus
meeting an initial objective of SoWi. A few women have finished a one-year vocational training and
have found employment that makes them eligible for federal benefits. Entry into vocational training is
counted as success; however, this does not imply that the training will be completed. In several
instances, disruptions and breakdowns of vocational training as well as employment have already
occurred due to a range of reasons. About fifteen percent of women are in schooling that will prepare
and qualify them to enter vocational training; others are in language classes. Further notable is that
about one-fifth of women are in transition. This includes women who only receive coaching and do
not attend preparatory or qualifying classes. At this point, it remains unclear how long a participant
can linger in this transition phase. Reasons for dropping out are also varied and do not necessarily
imply “program failure.” A few women moved into a different region, some became pregnant and
others found work outside of SoWi. How to classify program success and failure will be a matter of
further discussion but it is apparent from this first round of analyses that a nuanced understanding of
either is indicated.

Descriptive Findings — Coaches

The conceptual centrality of the coaches in the project warrants further understanding of their
background. All coaches are female. They are on average 44 years old (SD=13.6) and 40% have a
migration background themselves. Fifteen have a degree in social work, the remaining obtained
degrees in related disciplines. Over half received additional training and certificates in areas of
counseling, coaching, therapy, etc. More than half (55.6%) have had coaching experiences, on average
three years (SD=1.5).

Although coaches generally feel well prepared for their role in the project, their role expectations
have shifted while being part of the project. At the beginning of the project, they saw their tasks as
being primarily of a supporting and mentoring nature. This has changed by one point on a scale from
one to seven toward a greater administrative emphasis (from M=3.2, SD=1.3 to M=4.2, SD=1.3). This
shift is statistically significant (p<0.05) and is the cause of some frustration as coaches’ express lack of
time as one of the primary irritations in the project. Nonetheless, open-ended questions support that
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N (valid %) M (SD)

Family status (n=97)

Married, living together 53 (54.6)
Married, living separately 11(11.3)
Single, living with partner 11 (11.3)
Single 13 (13.4)
Divorced 9(9.3)
Women with Children (n=98) 82 (83.7)
Women with children under 12 years old (n=79) 71 (89.9)
Number of children per woman (n=81) 2.3 (1.0)
Highest educational level (n=92)
University degree 22 (23.9)
High school (post-secondary qualification) 19 (20.7)
‘Realschule’ (10-yr equivalency) 20 (21.7)
‘Hauptschule’ (9-yr equivalency) 15 (16.3)
No diploma / didn’t complete school 16 (17.4)
Completed vocational training or university/college? (n=95) | 43 (45.3)
Years in the labor market (n=54) 7.3 (6.0)

Psychosocial Stressors and Resources*

The Inventory of Daily Stressors was used to capture experiences of stress. To facilitate
comparison with results from Jékel and Leyendecker’s study (2008), which included Turkish mothers,
the stress score was calculated based on the same items (M=31.7; SD=8.0; a=0.78). Mothers
experience significantly higher stress levels than women without children (t(88)=2.005; p=0.048);
however, reported stress is overall lower than in Jékel and Leyendecker’s sample. Following, a new
stress score was calculated that included the three self-created items on the care of children, concerns
about permanency status and general worries about the future. The total score lies at 38.4 (SD=10.0)
and an improved Cronbach’s alpha (a=0.84). Particularly high stress was noted in the areas of
“distance to friends and family” (M=2.8; SD=1.3), “worry about the future” (M=2.7; SD=1.2) and
“problems with work or not having work” (M=2.5; SD=1.3). Differences between high-and low-stress
women deserve to be further examined.

Resilience is quite high, both in terms of the total score as well as the two subscale scores (total
score: M=74.7, SD=9.2; competence subscale score: M=52.0, SD=7.3; acceptance of self and one’s
life subscale score: M=22.7, SD=3.9). This implies that 60% of the women can be classified as having
high resilience, 24.4% exhibit medium resilience and 15.6% fall into the low range (see Figure 1).
Both total score and the two subscale scores have wide ranges and further inquiry differences between
women with different resilience levels are indicated. Similarly, items from the job-related coping
inventory also suggested comparably high levels of self-efficacy and a locus of control that is not
primarily externally oriented.

15.6%

24.4%
60.0%

high medium

Figure 1. Resilience Classification
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Construct & Instrument Items

Social Support: ENRICHD Social Support Adaptation of 5 items from SSI and 5 self-constructed
Inventory (Mitchell et al., 2003) and Self- items; Cronbach’s o =0.89

constructed Items

Cultural Identification and Experiences with 5 items; constructed according to similar questions used
Racism: Self-constructed in other research on racism and cultural experiences
Religion: Self-constructed 3 items; constructed according to similar questions used

to capture the domain religion.

Data Analysis

Data was entered into SPSS 26.0, cleaned and screened for missing data. To construct an initial
profile of participating women as well as coaches, extensive descriptive analyses were conducted at
this point. Subsequently, more complex analyses are planned to answer the questions guiding the
evaluation (e.g., factor analysis, multivariate analysis, repeated measures analysis).

Results
Demographic Characteristics of Participating Women

Table 2 provides an overview of the participating women’s demographic characteristics. The 98
women in our sample have a mean age of 34.9 (SD=7.5), ranging from 20 to 53 years old. Women
were born in about 31 different countries spanning four continents (Europe, Asia, Africa and North
America), with Syria (17.3%) and Afghanistan (9.2%) being the most common places of birth. Seven
women were born in Germany. The age at arrival in Germany was on average 27.3 (SD=9.5; range
47[3;50]), and women (not born in Germany) have lived in Germany for 7.4 years (SD=7.4; range
36[2;38]). The residency status includes women with German citizenship (27.5%), citizenship in
another EU country (8.8%), unrestricted status (18.7%), and 45.1% with a restricted and time-limited
residency status.

Regarding family status, more than a half report being married and living with their spouse.
Another 11.3% are married but live separately and 9% are divorced. An additional 11.3% cohabitate
with a partner and 13.4% are single. Eighty-two women (83.7%) have children — on average 2.3
(SD=1.0) children — and 90% of mothers have children who are aged 12 years or younger.

In terms of educational and occupational background, a heterogeneous picture emerges.
Altogether 45.3% have completed a university/college degree or a vocational training. Close to one-
quarter (23.9%) have completed university/college, one-fifth have a high school diploma that would
qualify them for postsecondary education. About 17% did not graduate from any formal schooling. On
average, women have been in the labor market for 7.3 years (SD=6.0; range 23[0;23]). German
language competency is equally diverse (from beginning level to native speaker). It deserves noting in
this context that the formal recognition of obtained degrees remains a critical point that frequently
slows down women’s progression in the program.

Closed and open-ended items show that women are primarily hoping to enter vocational training
(25.2%), find work (19.1%) and further their own personal development (13.9%). Women highly
endorse the value of work to them and their own development.

Table 2. Demographic Characteristics of Participating Women (n=98)
N (valid %) M (SD)
Age (n=95) 34.9 (7.5)
Age at arrival in Germany (n=85) 27.3(9.5)
Years in Germany (n=92) 9.7 (9.7)
Residency status (n=91)
German citizenship 25(27.5)
Citizenship EU 8 (8.8)
Unrestricted 17 (18.7)
Time-limited 41 (45.1)
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Evaluation Methods
Evaluation Design and Data Sources

Within the framework of a prospective design, the formative evaluation triangulates data from
multiple data sources gathered over a three-to-four-year period to answer the questions of interest.
Data sources include quantitative survey data with participating women and coaches, data from
qualitative interviews and focus groups (with women and key stakeholders) as well as case file and
administrative data. Due to the COVID-19 pandemic, participating women will be surveyed twice
instead of three times as initially planned; coaches will also be surveyed twice (at baseline and after
about two years). The evaluation study was approved by the research ethics committee (Ethics
Committee FBO1) of the University Kassel.

Recruitment and Sample

All women with migrant background entering SoWi are eligible to participate in the evaluation
and are invited during the orientation phase. To date, women from the first seven cohorts were
recruited. Additional cohorts are expected to begin the project, yet data collection has been delayed
due to the ongoing COVID-19 pandemic. Of the 132 women who had participated in the orientation
phase, 98 (74.2%) took part in the baseline survey.’

Similarly, all coaches are eligible to participate. Approximately forty-six coaches were active in
the program during summer/fall 2019, of which 33 emails were forwarded to the evaluation team.
Twenty-seven coaches filled out the survey.

Instruments and Data Collection

As stated earlier, variables and instruments were chosen carefully based on conceptual and
empirical relevance for the questions of interest and the target population (see Table 1 for an overview
of the instruments). Questions aimed to capture the women’s family situation and migration
background, psychosocial stressors and resources, acculturation experiences as well as expectations
for participation in the project. The baseline survey instrument for participating women was translated
into multiple languages (Easy German, Arabic, English, Farsi, Somali and Tigrinya) and piloted. The
final instrument consisted of 97 items and took about 30 to 90 minutes to complete.

A web-based survey of coaches took place during summer 2019. Coaches were recruited into the
study at coaching meetings and through newsletters. Questions aimed to profile the coaches
background, their expectations about their role in the program, available support and resources,... etc.
The Helping Relationship Inventory (Poulin & Young, 1997) was used to capture data on the coaching
relationship.

Table 1. Instruments for Baseline Survey of Women with Migrant Background

Construct & Instrument Items

Demographics Based on categories in Germany’s federal statistical
database (DESTATIS)

(Job) Expectations for Program: self-constructed | Open questions

Stress: Inventory of Daily Stressors and Life 19 items on a Likert scale of 1-4; Cronbach’s o. = 0.86

Satisfaction of Migrant (Turkish) Women in 3 self-created items to address care of children, worry

Germany (Jikel & Leyendecker, 2008) about permanency status in Germany and general
concern about the future

Resilience: Resilience Scale (Leppert et al., Short-version with 13 items (dimensions ’personal

2008) competency’ and ’acceptance of self and life’); Likert
scale of 1-7'; Cronbach’s a =0.90; test-retest reliability
=0.61

Coping: Job-related Coping and Intention to 14 select items in dimensions job coping, self-efficacy,

Return (Muschalla et al., 2016) external locus of control and meaning of work; Likert
scale of 1-5; Cronbach‘s o =0.69-0.89

Migration Experiences: Essener Migration 12 select items on life in Germany and cultural

Inventory (Tagay et al., 2013) identification; Likert scale of 1-4
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private caregivers with no or no recognized professional qualifications are particularly sought out for
this project. The project’s openness to recruiting a range of participants reflects consideration of
individual biographies and thus differs from comparable projects that often have inclusion criteria that
are narrower or more specific (e.g., mothers, refugees, young people). The interdisciplinary SoWi
project team (consisting primarily of female social workers) is responsible for the overall coordination
between different organizational entities and social institutions and, additionally, fulfills important
support and consulting functions.

In order to guide project participants toward the goal of obtaining necessary vocational
qualifications (especially in the areas of early childhood education and elderly care), women may first
enroll in schools to receive their secondary school certificate, take language courses, and receive
financial and technical support in the recognition process of previous school or training qualifications
of their home countries. By participating in the SoWi project and actively fostering women’s self-
efficacy and self-confidence, their social integration and overall resilience are expected to improve.

Interested women either register for SoWi on their own or are referred by cooperating agencies or
the job center. They enter the project consecutively in cohorts of about 20 women. Women who drop
out shortly after signing up may be replaced with new participants. Participation is based on a
diagnostic interview and begins for most women with an introductory three-month orientation and
activation course. During this phase, previous knowledge, general education, cognitive abilities,
professional motivation, behavioral strengths as well as social skills are assessed to optimally position
women for an apprenticeship, further education... etc. and to fit their interests with available training
sites. An internship is part of the orientation phase and involves further test procedures in areas of
vocational aptitude, key qualifications and language level. During this time, women also receive
information on relevant occupational fields and topics (e.g. on cultural differences in the field of
education, elderly and sick care).

Following the orientation and activation phase, participants are assigned to female coaches from
different partner agencies. Modeled after the growing number of other labor market integration
projects, coaching constitutes a core element of SoWi. It is conceptualized as a resource-oriented
method, which is meant to guide and support the successful qualification process of the participant
(Hessian Ministry of Social Affairs and Integration, n.d.). However, the specific features of coaching
and its implementation at the case level are quite dynamic and may be adapted to the individual needs
of the participating women.

Overall Purpose of Evaluation and Aim of Current Analysis

The scientific evaluation of the project commenced shortly after the project began in 2018 and
will be ongoing over the course of its duration. Questions of interest for the evaluation were
formulated in a cooperative process involving the evaluation team and the leadership of the SoWi
project team. Beyond the specific aims and outcomes pursued by the project, research questions and
the choice of variables were further guided by the conceptual and empirical literature, which points to
factors that may affect, moderate, or mediate integration outcomes for individuals with migrant
background.? Thus, the overall purpose of the evaluation is to collect data to answer the following
questions: (1) What are the women’s expectations when entering SoWi and how do expectations
change over time? (2) What are the profiles of the women? What psychosocial stressors and resources
can be identified? (3) How many women complete/dropout of the project? (4) What is the role of the
coaches? (5) How is the coaching relationship experienced (by women and coaches) and how does it
influence project outcomes? (6) What demographic and psychosocial factors predict project success or
failure?

As stated in the introduction, the current paper is written at the midpoint of the evaluation and is
the first in a series of analyses to be conducted. It uses baseline survey data to address the first four
research questions. Thus, participating women’s demographic and psychosocial profiles as well as
their status in the project will be described and the role of coaches examined. The latter two questions
(5, 6) cannot yet be answered as reliable outcome data will only be available once data collection has
been completed.
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Challenges for Women with a Migrant Background

In 2018, around 20.8 million people with migrant background were living in Germany (Federal
Statistical Office, 2020). These include individuals who migrated to Germany or have "at least one
parent [who] was not born with German citizenship" (Federal Statistical Office, 2019). Approximately
half of them (52%) hold German citizenship or are women (Federal Statistical Office, 2019, 2020).
Women with migrant background were either born in Germany as children of immigrants or have
themselves undergone the migration process as labor migrants, refugees, or in the context of family
reunification. As such, they do not represent a homogenous group.

Various studies stress that women with migrant background are confronted with a range of
challenges and different forms of discrimination that require targeted support services (e.g., Castella,
2017; Koopmanns et al., 2019; Steinmann, 2018). Barriers addressed in the literature include
stereotypes, attributions of low qualifications, and discriminatory practices, which hinder access to the
labor market and prevent integration in professional life (e.g., Farrokhzad, 2018; OECD/EU, 2018;
Salikutluk et al., 2020; Weichselbaumer, 2020). On average, women with migrant background earn
less than their German counterparts or men with backgrounds of migration (Federal Anti-
Discrimination Agency, 2020). They have an occupational status that often does not correspond with
their actual qualifications (Ferenschild, 2019) and experience great difficulties in accessing
employment opportunities (Koopmans et al., 2019; Sansonetti, 2016). This lack of access is further
undermined by insufficient childcare options (Farrokhzad, 2018; SVR, 2019). Language difficulties,
bureaucratic obstacles, and problems with recognition procedures for vocational or educational
qualifications acquired in the home country along with other forms of discrimination (e.g.,
discrimination on the housing market, gender discrimination within the family) further amplify this
dire situation (e.g., Beigang et al., 2017; Brell et al., 2020; Salikutluk et al., 2020; Sansonetti, 2016).
Lastly, the loss of family and social networks in their home countries along with traumatic experiences
are believed to be primary causes for the elevated rates of stress and related mental health problems
reported among individuals with migrant background, particularly women (Abbott, 2016; Aichberger
et al., 2015; Tibubos & Kroger, 2020).

Yet, the depiction of women with migrant background as a group, singularly at risk for adverse
outcomes, does not do this group justice. It needs to be balanced by findings that emphasize the
resources and resilience of this group. Several studies have shown that women with migrant
background exhibit considerable resilience and coping skills that can moderate psychological stress
and mediate the process of integration and acculturation (e.g., Babatunde-Sowole et al., 2020; Gericke
et al., 2018; Hombrados-Mendieta et al., 2019). As pointed out by these studies, however, this does
not change the fact that, as a group, women with migrant background are structurally disadvantaged
and may therefore need specific supports and services.

The Model Project — Concept and Features

The 4-year project to be evaluated — “New Opportunities in the Social Economy - Qualification
Perspective for Migrant Women" (abbreviated SoWi for its German title) was initiated in 2018 with
the overall goal of recruiting skilled workers in social economy professions and promoting women
with migrant background (Hessian Ministry of Social Affairs and Integration, n.d.). Funded by the
Hessian Ministry of Social Affairs and Integration, it is implemented by the city of Kassel's municipal
employment promotion agency. Kassel is a midsize city (population of 201,585 in 2019), located in
the geographic center of Germany and the northern part of the state of Hessia. The project builds on
concepts and elements that have been identified in the professional and scientific literature as being
essential for the success of labor market integration projects with migrant groups, such as focusing on
building language competencies, implementing diagnostic procedures to ascertain qualifications and
aspirations, supporting the transition into the labor market through structured internships and
vocational training, and using coaches for support (e.g. Aumiiller, 2016; James et al., 2020).

SoWi’s target group are women with migrant background between 18 and 45 years of age who are
seeking a (re)entry into working life. For the purposes of the project, “migrant background” captures
the existing heterogeneity of this group: women who have had flight experiences, who themselves or
their families have immigrated to Germany and EU citizens in general. Mothers, single parents, and
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The project under study — “New Opportunities in the Social Economy - Qualification Perspective
for Migrant Women”' — is an innovative and collaborative effort by the Hessian Ministry of Social
Affairs and Integration and the city of Kassel to secure employment or vocational training for women
with migrant background who so far have had limited involvement with the German labor market. The
aim is for at least 50 women to enter and complete qualified vocational training in the health and/or
social-services sector over the course of the project (fall 2018 to summer 2022). Given the typical two-
to three-year duration of vocational training in Germany, this goal is ambitious.

The current paper presents first results from a formative evaluation, which accompanies this
model project with the aim of undergirding the project concept with empirical data. Following a
synthesis of salient literature, the paper provides an overview of the project concept as well as the
overall aims and methods of the evaluation. It will then present baseline data on participating women
and the coaches that support them in the project. Women’s status at the midpoint of the project will
also be examined in order to capture early dropout rates. Findings from the evaluation, even early
descriptive findings, are intended to guide the conceptual development of the project, as well as to
address gaps in the literature about the profiles of migrant women in labor market integration projects.

Background and Previous Research
The Labor Market Situation in Germany

Due to sociodemographic shifts in Germany, an increased demand for skilled workers in
healthcare and social-services sectors has emerged over the last decade (Griinheid & Sulak, 2016;
Radtke, 2020). The decreasing number of skilled workers had, for instance, contributed to a shortage
of around 307,000 nurses by 2013 (Flake et al., 2018). According to the German Federal Government
(2020), individuals with migrant background are underrepresented in this occupational group.
However, the increasing number of patients as well as caregivers with migrant background point to an
urgent need for a skilled and culturally trained workforce. Labor market integration projects play a
crucial role in this context, and, as already stated in the introduction, a number of projects and
programs have been initiated in recent years to improve the access of individuals with migrant
background to the skilled labor market (German Federal Government Commissioner for Migration,
Refugees and Integration, 2019). Evaluative data about the success of these various efforts is,
however, largely missing to date.

A similar development is taking place in childcare facilities. While the number of children with
migrant background has been increasing in daycare centers, kindergartens, and schools, a concomitant
development in the childcare workforce cannot be observed (Gereke et al., n.d.). Instead, a shortage of
skilled workers is prevalent and staff turnover is frequent (Klusemann et al., 2020). Gereke et al. (n.d.)
criticized the lack of diversity in daycare facilities and emphasized that "adequate representation
could, for example, help to lower access thresholds faced by immigrant families and increase the care
rates of children from immigrant backgrounds in preschools and kindergartens" (p.13; own
translation).

The Federal Government’s 2018 initiative, referred to in the introduction, is a response to this
situation. It aims to attract, foster, and maintain a skilled work force, outlining various goals, funding
mechanisms and changes in legislation to be implemented successively (The Federal Government,
2020). The goal is to "establish a new culture of continuing education and training in Germany" as
well as "support all those in employment in maintaining their qualifications and skills in the changing
world of work (...)" (Federal Ministry of Education and Research, 2018, n.d.). Among other objectives
and steps, it also involves the simplification of procedures for the recognition of foreign qualifications,
the promotion of job-related language acquisition and focused efforts to coach and support migrants
toward greater labor market integration. Furthermore, administrative procedures toward this goal are
to be made more efficient and transparent (The Federal Government, n.d.). In line with the integration
policies of the federal government and the state of Hessia, the city of Kassel has implemented several
model projects in recent years to assist different target groups with migrant background (e.g., James et
al., 2020; www.kassel.de/integration). The project that is the focus of this paper is one of them.
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Abstract

To advance the integration of women with migrant background on the labor market, an innovative project
was initiated in a mid-sized city in Germany in 2018. The four-year project is implemented by a team of female
(social) workers and aided by coaches to support migrant women’s entry into the labor market and foster their
social integration. Following an orientation phase, the women, who enter the program sequentially in cohorts of
about 20, start apprenticeships, finish educational requirements, or participate in language courses before
entering vocational training. The goal is to complete the training and to then enter the skilled labor market. This
paper uses baseline survey data, which was collected as part of an ongoing formative evaluation of the project.
Descriptive findings are presented on women’s (n=98) expectations for project participation, their demographic
profiles, psychosocial stressors and resources, and status at the midpoint of the project. Furthermore, the role of
coaches (n=27) is examined. Establishing initial profiles and gaining an understanding of the characteristics and
experiences of women and coaches serves as the basis for the conceptual development of the project, as well as
addressing gaps in the literature. Implications for project development and future analysis are discussed.
Keywords: Labor market integration, Women with migrant background, Migration and refugees, Integration

programs.

Introduction

Women and especially mothers play a special role in the context of integration. According to the
German Federal Ministry for Family Affairs, Senior Citizens, Women and Youth (2019), the
employment of mothers from immigrant families has a positive effect, not only on the integration of
the women themselves, but also on the integration of the family and particularly their children.
However, women with migrant background are disproportionately affected by (unwanted)
unemployment (Bedaso, 2021; Federal Ministry for Families Affairs, Senior Citizens, Women, and
Youth, 2019). Promoting the employment of individuals with migrant background, particularly
women, is a current objective of the German government and is based on the assumption that
integration on the labor market is linked to improved social and cultural integration (The Federal
Government, 2007).

A parallel, but interconnected development involves the shortage of skilled workers on the
German labor market, specifically in healthcare and social-services sectors (Flake et al., 2018;
Klusemann et al.,, 2020). The federal government’s 2018 “strategy for skilled workers”
[Fachkrdftestrategie] responds to this problem by aiming to activate and recruit domestic workers as
well as skilled workers from Europe and beyond (The Federal Government, n.d.). Thus, the targeted
promotion of women with migrant background as one of the goals of German integration policy must
also be understood in relation to the shortage of skilled workers in Germany. To address this
multilayered challenge, various labor market integration projects and programs have been initiated in
recent years.
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Table 4: Findings of the sustainable growth rate and internal growth rate equations

Variables Difference GMM System GMM

SGR IGR SGR IGR
L1(SGR & IGR) 0.432***(0.181)  0.321**(0.126)  0.431**(0.192) 0.259(0.275)
LDR -0.323** (0.127)  -0.334**(0.141)  -0.230***(0.021) -0.122***(0.023)
LVR 0.233 (0.264) 0.312**(0.136)  0.253 (0.424) 0.316**(0.126)
LVT 0.253**(0.115) 0.328**(0.141)  0.512%**(0.103)  0.275**(0.117)
LRE -0.182***(0.016)  -0.278**(0.123)  -0.352**(0.153)  0.592(0.636)
Constant 2.78*%%* (0.143)  1.26%** (0.161)  2.61*** (0.195) 1.81%** (0.123)
Year Yes Yes Yes Yes
Arellano-Bond test for AR(1) 0.040 0.016 0.010 0.019
Arellano-Bond test for AR (2)  0.120 0.118 0.120 0.116
Sargan test of 0.284 0.106 0.235 0.296
overidentification (p-value)
Hansen test of 0.431 0.107 0.284 0312

overidentification (p-value)

Note: Arellano-Bond tests are represented by AR (1) & AR (2) for serial correlation in residuals. Sargan and Hansen (p-
value) refers to the p-value of Sargan and Hansen test to check the overidentification of instruments. Values of standard
errors are given in parenthesis. ***, ** and * show the level of significance at 1%, 5% and 10%

The lagged value of debt ratio in all the columns are -0.323, -0.334, -0.230 and -0.122 and are
significant at 5% and 10%. These findings suggest that the debt to asset ratio negatively influences
both a firm's internal growth rate and sustainable growth rate. For example, a one-unit increase in debt
to asset ratio decreases the sustainable growth rate by -0.323 and -0.230, respectively. Similarly, a
one-unit increase in debt to asset ratio decreases the internal growth rate respectively by -0.334 in the
difference GMM model and by -0.122 in the system GMM model. Voluntary reserve positively
influences the sustainable growth rate while influencing negatively the internal growth rate. The
results are significant in all cases except for the influence on sustainable growth rate in system GMM.
For those firms that save funds for times of financial difficulties, their sustainable growth rate is higher
by 0.233 than those that do not save funds for times of financial difficulties. The findings are the same
in system GMM for internal growth rate, The opposite holds in the case of the internal growth rate
equation in difference GMM.

The larger the value of shares traded in the market, growth rate the better the firm will be in terms
of growth rate, both sustainable and internal. These results are significant across the models and the
equations used in this study. Firms seeking to grow should invest more and retain less of their earnings
(Thirumalaisamy, 2013). Our finding suggests that the higher the retained earnings, the lesser the
firm's growth, confirming the theoretical relationship between the two variables. However, the extent
of a negative relationship varies across models and growth equations.

Conclusions and Policy Implications

This study examined the impact of financing decisions represented by debt to asset ratio, retained
earnings, and value traded along with voluntary reverses on the sustainable growth rate and the
internal growth rate of a firm. The study used data for 120 firms listed in the Amman Stock Exchange.

The researcher used the two-step difference GMM and two-step system GMM. In general, results
are consistent with the theory and previous findings, confirming a significant relationship between the
financing decisions of firms and their performance represented by their growth. However, size and
sign are different across the two models and two equations used in the study.

Based on findings, the following suggestions are proposed. First, firms listed in the Amman Stock
Exchange to ensure sustainable growth should find alternative sources of financing than use retained
earnings. In other words, they should rely less on retained earnings and find alternative source of
financing for their operations. Also, firms should increase their sales through various advertising
policies and find new markets for their products to have a sound financial base and rely less on debt
for operations.
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(Daoud, 2017). Two variables are highly correlated if the correlation coefficient is more than 0.95. In
our case (see Table 3), correlation coefficient for all the variables involved in this study are far lower
than 0.95, confirming the non-existence of the multicollinearity problem. Moreover, it is evident from
Table 3 that debt ratio and retained earnings are negatively associated with the firm's sustainable
growth rate and the internal growth rate of a firm, which is consistent with the theory. When retained
earnings are reinvested into the company's operations, this leads to a high growth rate and vice versa.

Table 1: Variables’ notations, abbreviations, definitions and sources

Variable Notation Description/definition Data Source
Sustainable growth SGR Maximum amount of growth with current level of debt ~Amman Stock
rate Exchange
Internal growth rate IGR Financing with current capital structure Amman Stock

Exchange
Debt ratio DR Total liability to total asset Amman Stock

Exchange
Retained earnings RE Earnings retained by the firms instead of distributing Amman Stock

them Exchange

Value traded (JD) VT The value of shares traded each year Amman Stock

Exchange
Voluntary reserves VR Dummy variable = 1, if funds are used in case of

financial difficulties and 0 otherwise

Table 2: Descriptive statistics

DR VT IGR RE SGR
Mean 0.449006 17971811 -2.032565 8473426. 1.497464
Std. Dev. 0.287606 62262861 21.90650 38599147 19.10394
Skewness 0.293448 3.690638 -1.17790 0.154863 1.622149
Kurtosis 1.790117 2.1577 2.8010 3.15638 4.89052
Jarque-Bera 51.98761 291362.7 2394925. 76681.76 148889.7
Probability 0.000000 0.000000 0.000000 0.000000 0.000000

Table 3: Correlation matrix

Variables 1) 2) (&) “4) )
(HVT 1.000

(2) DR 0.220 1.000

(3)RE 0.455 0.277 1.000

(4) SGR 0.263 -0.825  -0.438  1.000

(5) IGR 0.934 -0.606  -0.267  0.159 1.000

Empirical methods and results
Findings From the Sustainable Growth Rate and Internal Growth Rate Equations

Table 4 reports results obtained from two different methods, i.e., two-step difference GMM and
two-step system GMM. Equations (1) and (2) are obtained while applying the panel data methods
mentioned above. As evidenced from table 4, results of difference GMM for the two equations are
reported in columns 2 and 3, while the results of system GMM for the same two equations are reported
in columns 4 and 5.

The validity of the dynamic models is checked through Sargan and Hansen test. For the serial
correlation test in the residuals Arellano-Bond test is used. Since the p-values of Sargan and Hansen
and Arellano-Bond AR (2) are well above 10%, the model is validated (Arellano & Bond, 1991;
Blundell & Bond, 1998). Also, since the coefficients of the lagged values of both sustainable growth
rate and internal growth rates are significant, choosing the dynamic model is correct.
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relationship between intellectual capital and sustainable growth rate. They concluded that intellectual
capital has a significant impact on firm growth.

Similarly, Xu & Wang (2018) argued that besides the positive impact of intellectual capital on
firm performance and sustainable growth, a firm's growth and performance are also affected by
physical capital, human capital, and relational capital. Finally, Karpavic¢ius and Yu(2019) studied the
relationship between external growth and a firm's financing policy. They found that high-growth
companies have higher stock value and lower financial debt.

The productivity growth of firms is determined by many factors, one of which is financial
frictions. In this regard, Levine and Warusawitharana (2019) found that the productivity growth of
firms is affected by an increase in debt, which in turn will reduce the financial development and
growth of firms. Karpavicius & Yu (2019) found that external-growth opportunity is directly
associated with higher equity policy of firms, while the inverse is true in the case of higher debt to
equity ratio. Similarly Fan (2019) and Doana (2020) concluded that firm growth depends on debt
financing being reduced compared to equity financing. Tran et al. (2020) used a heteroscedasticity-
based identification strategy to investigate the impact of firm size, local financial development, and
corruption on growth. They concluded that financial development and corruption impact a firm's
growth, while size does not affect it.

Methodology

This study investigates the impact of financing decisions on firms’ growth. Therefore, we
followed Ahmad et al. (2021) using two-step difference and system GMM. Dynamic GMM has two
advantages. First, it takes the difference of all the variables of a dynamic equation. Second, it is
consistent with all non-linear restrictions and is robust to heteroscedasticity and cross-correlation.
(Arellano & Bond 1991; Blundell & Bond 1998). A plethora of literature exists that used GMM,
including (Brown & Petersen 2009; Guariglia 2008; Guariglia et al. 2011). We use the following
econometric equations are used for estimation of sustainable growth rate and internal growth rate:

SGR,, = a, + 535,,,56&5.?_1 +a,DR,, + a,LVT,, + a;LRE, . + a,VR,, + u,, €))

IGR, .= ay+ 53g,,IGRE-.r_1 +a,DR,, + a.VT,, +aRE;,, + a,VR,, +u,, 2

SGR represents the sustainable growth rate of the firm. IGR is the internal growth rate of the firm.
Similarly, DR measures the debt ratio. LER and LVT are the natural logarithms of the retained
earnings and value traded, respectively. Finally, the voluntary reserve (VR) is traced using a dummy
variable which equals 1 in case of voluntary reserve and 0 in case of no voluntary reserve.

Data, Results and Discussion.

This study uses county-level data for the 120 firms listed in the Amman Stock Exchange market
from 2009 to 2018. The sample consisted of the public shareholder companies and has been chosen
according to the availability of information since private firms are not compulsory to announce their
financial data to the public. The sample consists of 69 companies. Firms that did not publish their
financial data during the sample period were droped. The detail of the data is given in Table 1.

The researcher started with the descriptive statistic presented in Table 2. The first row shows the
average value of each variable. The measure in the third column indicates how the actual values of
variables have deviated from their mean. In other words, it tells us about the dispersion of the data
from their mean value. Skewness and kurtosis explain the distribution of data. The Jarque-Bera test
results show that all the variables are normally distributed.

To test the multicollinearity among variables, the correlation matrix was used. The existence of a
multicollinearity problem in the data can cause overfitting of the model, and we would then not be
able to separate the contribution of each variable in explaining the variation in the dependent variable



Does Financing Decision Affect a Companies' Growth? 920

purpose, the participation of commissioners and managers in the firm's stock ownership through asset
substitution is of utmost necessity.

This study aimed to investigate whether financing decisions affect the growth of 120 firms listed
in the Amman Stock Exchange. More specifically, our contribution to the literature is three-fold. To
the researcher’s limited knowledge, no study investigates the role of the debt ratio, value traded,
retained earnings, and voluntary reserves on a firm's growth defined by sustainable growth rate and
internal growth rate. This study utilized the latest available data from 120 firms listed in the Amman
stock exchange. First, we investigated whether debt ratio, value traded, and retained earnings have any
role in explaining a firm's growth. Second, we synthesize the role of voluntary reserves in explaining a
firm's growth. Third, we utilized the lasted panel data methods, i.e., the two-step difference GMM and the
two-step system GMM, to achieve the earlier mentioned objectives.

The rest of the study is structured as follows. The next section takes insights from the literature
review. The study's methodology is then presented, followed by the results and discussion. Conclusion
and policy recommendations are in the last section.

Literature review

Financing decisions explain how the company could get the money to support the financing
activity. Khan and Gharaibeh (2007) define the financing decision as focusing on a capital structure by
determining the percent of debt and contribution capital structure. Mackie-Mason (1990) defined it as
decisions that aim to determine the selective capital structure by determining the percent of a mix
between the debt and equity to achieve the highest value for companies' share in the financial market.

Though there are different definitions for capital structure, most researchers define it as a mixture
of debt and equity to create the highest benefit for all stakeholders as much as possible. So, the choice
of funding source between internal and external sources differ for all parties. For example, sometimes,
the shareholders may prefer external funding because it is lower cost and has benefits related to
taxation. On the other hand, management prefers issuing new shares or using retained earnings as a
source of funding since they give more flexibility and avoid restrictions that the debtors could put on
the company as a condition for lending. Liu and Zhang (2020) studied the causal relationship between
economic uncertainty and financing decisions. They found that economic uncertainty significantly
impacts the capital structure by reducing the use of debt. Kasasbeh (2021) studied the impact of capital
structuring and investment sources on the performance of companies in Jordan. They used the GMM
method to study the relationship between variables. He found that different sources have a different
effects on the firm performance. Afsar and Karagayir (2020) Investigated the relationship between
investment, financing decisions, and firm value. They used a fixed-effect model, and they found that
the financing decisions have affected the firm's value. Ahmad et al. (2021) studied the relationship
between information asymmetry and financing decisions. They found that the asymmetric information
effects choosing the financing sources. Moreover, with high information asymmetry, companies resort
to relying on debt.

On the other hand, the sustainable growth rate (SGR) indicates that each funding source's
percentage will not change while firms finance new projects and investments (Murphy, 2019).
According to sustainable growth rate, firms can use debt and retained earnings, but what is important
is to keep each percentage of fund fixed. The second type is internal growth rate (IGR), which
concerns using only retained earnings to finance investments (Smith, 2020). Several previous studies
have looked at internal and external growth rates. For instance, Lee (2018) suggested that internal and
external growth rates for firms located in a cluster per se do not affect firm growth.

Moreover, Chauvet & Ehrhart (2018) used fixed-effect and random-effect regression models and
concluded a positive relationship between aid and firms' growth. Canarella and Miller (2018)
investigated the determinants of firm growth. They found that the growth of U.S. information and
communication firms depends on firm size, while agency costs and financial leverage have impeded
firm growth. Finally, Mukherjee and Sen (2019) used a random effect model to explore the
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Abstract

This study investigates the impact of financing decisions on Jordanian shareholder firms' growth. The data
was collected for 120 companies listed in the Amman Stock Exchange during the period 2008-2018. To test the
relationship between the study variables, we used the two-step difference GMM and the two-step system GMM.
In general, the results are consistent with the theory and previous findings, confirming a significant relationship
between financing decisions and firms internal and external growth. Furthermore, the study's findings suggest
that firms need to modify their capital structure mix to obtain the highest benefit level.

Keywords: Financing decisions, Firm’s growth, GMM, Sustainable growth rate, Internal growth rate, External
growth rate

Introduction

Financing decisions may represent a trade-off between stakeholders since the choice of financing
source is not totally in the hand of management. Instead, other parties such as shareholders may prefer
to use debt, while debt holders prefer to use internal profits; shareholders prefer to use leverage when
they doubt the manager's behavior. Therefore, they use the debt for extra monitoring, since the
manager should pay the interest. On the other hand, firms may have restricted from using a debt,
especially high-tech firms or companies with a low level of a tangible assets (Chen and Kim, 1979).
Therefore, determining the sources of financing is an important decision. such decisions enable the
firms to allocate the cost and benefit for each source to avoid any possible losses. However, several
studies have been conducted so far on this issue.

Nevertheless, Modigliani and Miller (1958) laid the foundation of the new capital hypothesis.
Later on, Choi et al. (1989) investigated the role of maximum usage of debt in reducing taxable
income, while Solomon (1969) examined the effect of leverage on the cost of capital. Three notable
capital structure theories discussed mainly in the literature include the pecking order theory (Elton,
1999), trade-off theory, and the market-timing theory (Dong et al., 2012). The trade-off theory
provides a general theoretical framework for the company's capital structure process by comparing the
cost and benefits of securities issuance to develop an optimal capital structure. Therefore, the financial
structure may differ from one firm to another, where they can use external and internal debt according
to their preferences (James and Scott, 1977). The capital structure can also be explained via the
pecking-order theory (Myers and Majluf, 1984). According to this theory, the capital structure depends
mainly on asymmetric information, so companies choose internal financing and issue new shares as
the last option.

On the other hand, in market timing theory, firms may use debt if they expect an opportunity from
a low-interest rate or high tax rate. Also, they issue new shares if the shares are overvalued or
repurchase them if they are undervalued (Baker and Wurgler, 2002). In other words, the optimum
capital structure depends on the cheapest source of funding.

Managers in this context consider the costs and benefits of the chosen source of funding before
making funding decisions. However, each funding source is characterized differently and bears
different financial consequences. Therefore, how are the owner's expectations to be achieved? For this

© 2022 AYHSS Publishers / Yarmouk University, Irbid, Jordan. All Rights Reserved.
*Department of Banking and Finance, Eastern Mediterranean University, Amman, Jordan.



Impact of Level of Democratization on the Level of Responsiveness of... 948

Output quality: the extent to which the quality of | Very High | Medium | Low | Very
government output conforms to citizens' expectations. high(3) | 4) | (3) ) | Low (1)

Government outputs fit the expectations of citizens.

Government outputs are provided with high quality.

Government outputs are provided on time.

Feedback: the extent to which government takes care of | Very High | Medium | Low | Very
receiving feedback from service users. high(5) | (4) A3) 2) | Low (1)

Government cares about receiving feedback from citizens
about their experience with it.

Government considers citizens' feedback as a source of
information to improve its services.

Government works on providing online platforms that
enable citizens to evaluate services provided to them.

Integrity: the degree of honesty, accuracy, and ethics in | Very High | Medium | Low | Very
the process of service provision by the government. high(3) | 4) | (3) (2) | Low (1)

Government services are professionally and accurately
provided.

Government employees are committed to administrative
work ethics.

Government resists any type of illegal or unethical actions
and nepotism in dealing with citizens.

Government employees do protect the privacy of citizens.

Taming technology: the extent to which government take | Very High | Medium | Low | Very
advantages from new technologies in its service provision, | high(5) | (4) | (3) (2) | Low (1)
and its adaptation to e-government system.

Government agencies utilize new technology in service
provision process.

E-government system has facilitated communication with
government agencies.

E-government system has facilitated the provision of
government services.

Government works on expanding its electronic or online

services.
Transparency: the extent to which citizens are able to get | Very High | Medium | Low | Very
information from government agencies. high(5) | (4) A3) ) | Low (1)

I trust the information provided by government.

Public decisions are made with transparency.

Government is keen to open up to media.

Accountability: the right to ask questions and receive | Very High | Medium | Low | Very
reasonable answers and the right to account public officials. | high (5) | (4) | (3) (2) | Low(1)

Government allows citizens to exercise their right to
question public decision makers.

Citizens get adequate and complete answers to questions
related to the work of government agencies.

There is a good level of accountability in government
agencies.

Thank you for your time and effort.
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Separation of power: the existence of separation between | Very High | Medium | Low | Very
the functions of the basic political authorities (legislative, | high (5) | (4) 3) () | Low (1)
executive, and judicial)

Each branch (legislative, executive, and judicial) performs
its functions independently from other authorities in
Jordan.

Each branch monitors and holds accountable the
performance and functions of other authorities.

There is no domination by one specific political branch
(legislative, executive, and judicial) over other authorities.

There is a balance in the powers among political branches
in the country (legislative, executive, and judicial).

Part Three: Consists of questions related to the degree to which government agencies are responsive to public
demands and needs. Responsiveness includes several components such as: adaptation, problem-solving, clients'
satisfaction, output quality, feedback, integrity, taming technology, transparency, and accountability.

Adaptation: the extent to which government responds to | Very High | Medium | Low | Very
the changing and diverse needs of citizens. high5) | (4) | 3) (2) | Low (1)

Governments' services reflect the actual needs of citizens.

Government updates its services according to citizens'
changing needs.

The government is keen to conduct regular studies of
citizens' needs and their opinions on the services

provided.
Problem-solving: the extent to which government pays | Very High | Medium | Low | Very
attention to citizens' problems and complains that are | hioh (5) | 4) | (3) (2) | Low (1)

related to government services.

Government shows serious concern for citizens
complains.

Government works on improving its skills and abilities to
respond to citizens complains.

Government is keen to find and facilitate channels and
means through which citizens can submit their

complaints.

Government responds to the Parliament's oversight and

interrogations.

Clients' satisfaction: the extent to which government | Very High | Medium | Low | Very
care about achieving citizens' satisfaction and enhance its | high (5) | 4) | (3) () | Low (1)

relationship with them, and contact with them with
respect and courtesy while providing them the services.
And the extent to which citizens are satisfied by
government's performance

Service users are treated with respect and courtesy.

Government employees do not treat citizens with
superiority and arrogance.

Government continuously improves its performance to
satisfy citizens.

I am satisfied with the government level of performance
in providing services.

Government is concerned with the level of citizens'
satisfaction from one time to time.
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level of to all segments of society.

There is a close level of service quality among different
areas in the country.

The government provides equal opportunities to
qualified candidates to occupy leadership positions in
public administration.

Rule of Law: the extent to which there is a commitment | Very High | Medium | Low | Very
and implementation of the published rules and high (5) | (4) 3) 2) Low (1)
regulations.

Government is committed to implementing the published
rules and regulations.

Government imposes strict punishment on those who
violate rules and regulations within governmental
agencies.

Government imposes strict punishment on those who
violate rules and regulations within private institutions or
corporations.

Rules and regulations are applied in a fair manner
regarding similar citizens' cases.

Protection of human rights: the extent to which there is | Very High | Medium | Low | Very
freedom of expression of opinions and receiving or | high (5) | (4) 3) @) | Low (D)
getting information.

The government encourages citizens to freely express
their opinions.

The government enables citizens to reach out the
information that they need when they ask for it.

The government enables citizens to hold public meetings
that aim to discuss issues related to the public interest.

Independent judicial branch: the extent to which the | Very High | Medium | Low | Very
judiciary is independent from other government devices. high (5) | (4) 3) (2) | Low (1)

The judiciary makes its judgments without government
interference.

The government depends on the judiciary to hold officials
accountable.

The government depends on the judiciary to settle
disputes (conflict resolution).

The judiciary plays a neutral role in cases referred to it by
executive authority.

The judiciary examine the constitutionality of laws.

Free media: the extent to which media and press are free. | Very High | Medium | Low | Very
high (5) | (4) (€)] (2 | Low (1)

The government support local media.

The government provides the correct/right information for
media.

The government does not impose restrictions on the
content of topics published in the media.

The government accepts media's criticism about its
performance.

The government grants the licensing for private media.
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Appendixes
Appendix No.1: The Questionnaire
Dear citizen:

This questionnaire is part of a study investigating the impact of democratization on the level of government
organizations responsiveness to public demands from citizens' perspective. Please, read the following questions
and answer them carefully, noting that the answers will be securely and privately kept and will be used only for
academic purposes.

Part One: please choose the answer that reflects your status:

1) Gender:
1- Male 2- Female
2) Age:
1- 25 years or less 2- 26-40 years
3- 41-55 years 4- 56 years and more
3) Level of Education:
1-  High school or less 2- Diploma
3- Bachelor 3-  Master or higher degree
4) Job status:
1- Public sector employee 2- Private sector employee
3- Retired 4-  Soldier
5- Have my own business 6- Unemployed
7- Others (please mention it ...............coovvevennenn... )

5) Monthly income:
1- 499 JD or less 2- 500-999 JD
3- 1000-1499 JD 4- 1500 and more

Part Two: The following questions are related to democratization process in Jordan. The questions pertain to
various elements of democratizing such as: political participation, equality, rule of law, protection of human
rights, independent judicial branch, free media, and separation of power. Please read the questions choose the
answer that reflects your true opinion.

Political participation: the right to nominate and be | Very High | Medium | Low | Very
nominated in the public elections, and to participate in High 4) 3) ) Low (1)
political parties and influencing the decision making. )

Parliamentary elections are conducted transparently
without government interference in the outcomes.

Municipal elections are conducted transparently without
government interference in the outcomes.

Results of parliamentary elections represent the actual
votes and wishes of the voters.

Results of municipal elections represent the actual votes
and wishes of the voters.

Government encourages citizens to participate in
political parties.

Government allows citizens to protest against its

decisions.

Equality: equality in distributing government's services | Very High | Medium | Low | Very
between citizens and among all different areas within the high (5) | (4) 3) 2) Low (1)
country.

The government is committed to providing the same
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Conclusion

Findings of the study indicated that democratization and responsiveness of government agencies
to public demands in Jordan are at medium level. Democratization and responsiveness levels are found
to be significantly and positively correlated with a correlation coefficient (R=80.9%). Testing research
hypothesis revealed a statistically significant impact of democratization level on government agencies’
level of responsiveness. Democratization level explained (R*= 65.4%) of the variations in the level of
agencies’ responsiveness to public demands. These findings seem to be consistent with the findings of
Khasawneh (2015) which indicated a high positive correlation (65.4) between level of political reform
and improvement in overall performance of government agencies. Political reform according to
Khasawneh study explained (42.7) of the variation in the overall performance of government agencies
in Jordan.

Dimensions of democratization have, collectively, shown significant impact on the level of
government organizations’ responsiveness. Transparency ranked first (R*= 54.1%), whereas taming
technology ranked last (R*= 37.3%). A significant impact of free media and separation of power on the
level of government organizations’ responsiveness has been provided. Free media and separation of
power explains (R?=61.3%) of the variations in level of responsiveness. By the same token, the
dimensions of human rights protection, free media and separation of power have accounted for a
(65.3%)in the level of government organizations’ responsiveness to public needs and demands. Free
media alone explains (R*=53.7%) of variations in responsiveness to public demands. The combined
effect of equality, free media, separation of power and protection of human rights amount to (67.5%)
of the variation in responsiveness. These findings are in line with the findings of Danju, Maasoglu, &
Maasoglu (2013), which indicate that social media and networks largely inspired the events of the
Arab Uprising and protests of the Middle East and North Africa (MENA) societies against their
governments. Therefore, the media should significantly present more specific points of view of the
people and their government, especially with regard to public interest. Interestingly, no statistically
significant impact of political participation, rule of law, and independence of judiciary on agencies’
responsiveness to public demands have been reported by the findings of the study.

Based on the findings of this study, further studies are needed to investigate the impact of level of
democratization on public agencies’ responsiveness by including other variables relevant to
democratic transition, such as a pluralistic system of political parties and citizens’ affiliation and
participation in political organizations. The government needs to increase its openness to the media
and improve its channels of communication with citizens. Openness to the media helps providing
feedback that the government can rely on.It should be added that polls and research need to be given
more consideration by government to monitor the changing needs, interests, and demands of all
segments of society. Citizens’ involvement and participation in the decision-making, particularly, in
areas pertaining to interest articulation and aggregation should be enhanced and encouraged by
government. Citizens’ engagement in assessing and prioritizing public needs and interests is essential
if we are to be able to make our government more responsive to citizens’ demands. Citizens’
engagement can be facilitated by decentralizing decision making in government agencies and
encouraging the establishment of civil society institutions where citizens’ engagement can become
operational. Equally important is that the quality of government agencies online platforms needs to be
improved. These platforms need to be promoted so as to make them easy to use and more attractive to
citizens. All e-government programs need to be more expanded and implemented in various spheres
and sectors at both national and local levels. Last, but not least, government agencies need to
periodically and systematically measure citizens' satisfaction with the quality of services so as to
identify shortcomings and take proper actions to tackle them. Similarly, tracing and addressing clients'
complaints and grievances will, undoubtedly, assist agencies not just to take corrective actions, but to
augment citizens' trust and increase agencies’ overall responsiveness to public demands.
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Protection of human rights came in the third place, accounting for (R?= 65.3%), along with free
media and separation of power, (individually 4%), of the variation in government organizations’
responsiveness with correlation amounting to (R= 0.808). Equality ranked last, accounting for (R*=
67.5%), along with free media, separation of power, and protection of human rights, (individually
2.2%), of the variation in government organizations’ responsiveness with correlation amounting to
(R=0.821).

The positive strong correlation (R=80.9%) between democracy and responsiveness, as shown in
table (7), indicates that as democracy disseminates and expands, government responsiveness to public
interests and demands increases. The core objective of democracy is to increase the participation of
citizens and to give them the opportunity to express their feelings, opinions, and demands. Moreover,
in a democratic atmosphere, citizens can freely express and share their opinions and articulate their
demands, either through political channels and institutions, the media, public meetings, or through
marches and protests. Under democratic circumstances, the government would be more familiar with
the issues that concern the general public and be more aware and receptive to the citizens' needs and
demands.

The proliferation of democracy practices encourages decentralizing in decision-making and
citizens' active involvement in interest articulation and aggregation, which, in turn, brings the
government closer to the citizens' needs and demands. Various aspects and dimensions of democracy
are not only complimentary to each other but they make the government more responsive to the
citizens' demands. For instance, achieving accountability, integrity, and transparency within
government agencies and among public officials is almost impossible if there is no independent
judicial branch to whom public officials are held accountable. In addition, dividing the power among
three main branches (judicial, legislative, and executive) enhances government responsiveness. The
functions performed by each branch make it possible to observe and fulfill the constitutional interest
and objectives while monitoring and observing the functioning of other branches of the government.

Furthermore, the findings of table (8) showed that transparency is the prime dimension affected
by democratization. This might be due to the complementary relationship between democracy and
transparency. When the government is open, decentralizes its processes, and gives citizens the chance
to participate in decision-making, citizens will get an in-depth look at how public decisions are
finalized, which might lead to an increase in the level of transparency.

On the other hand, table (8) showed that the taming technology ranked last among the dimensions
of responsiveness, which are affected by democratization. This might be due to the fact that employing
new technologies in public service-delivery is affected by factors more related to technical and
financial capabilities than to democratization.

The figures of table (10) indicate that free media has a direct and positive influence on
government organizations’ responsiveness to public demands. Thus, the government needs to
encourage the freedom of media. Therefore, the media and press are perceived by citizens as the main
channels of communication with the government. Moreover, by depending on the media, it will be
easier for the government to reach out to most citizens to justify how decisions are finalized and
mobilize support for new laws and regulations relevant to the government's work. By the same token,
citizens can also present their feedback about the government’s work, which, in turn, makes their
voices heard by the various agencies. These findings are in line with the findings of Danju, Maasoglu,
& Maasoglu (2013), which indicate that social media and social networking largely affected the events
of the Arab Uprising by showing the objections of various segments of the societies against their
government in the Middle East and North Africa (MENA). Therefore, the media should significantly
present more specific points of view of the people and their government, especially with regard to
public interest.
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(R*= 41.7%). Multiple liner regression is conducted to test the extent to which each dimension of
democratization has a significant impact on the level of government organizations responsiveness to
public demands.

Table (9): Multiple Liner Regression for the Impact of Democratization on Agencies' Responsiveness.

Dimensions of Democratization Beta Sig. R R? F Value  F Sig.
Political Participation 0.118 0.058

Equality 0.127 0.036*

Rule of Law 0.058 0.343 0.826  0.683 50.485 0.00
Protection of Human Rights 0.219 0.004*

Independent Judicial Branch 0.027 0.664

Free Media 0.210 0.008*

Separation of Power 0.293 0.00*

Dependent Variable: Responsiveness

eSignificant at (o < 0.05) level

Results in table (9) indicate that there is a statistically significant correlation between
democratization and responsiveness. The F value (50.4857) was significant at (Sig. 0.00). The R?
(68.3%) signifies the proportion percentage of variation for responsiveness that could be attributed to
democratization.

The extent that each dimension of democratization affects responsiveness is determined by the
beta () coefficient. The dimension that has the highest impact on responsiveness is separation of
power with a 3 value of (0.293), followed by the protection of human rights (f = 0.219), free media (B
=0.210), and equality (p = 0.127), respectively. It is noteworthy to say that the dimensions of political
participation, the rule of law, and an independent judicial branch did not have a significant impact on
the responsiveness of government agencies. Stepwise linear regression is performed to test the level to
which each independent variable influences the dependent variable as a whole. Results of stepwise
regression are shown in table (10).

Table (10): Stepwise Multiple Regression for the Impact of Democratization Dimensions on
Government Organizations Responsiveness.

Model R R? Beta t Sig.

1 (Constant) 5.440 0.000
Free Media 0.733 0.537 0.733  14.034 0.000
(Constant) 3.713 0.000

2 Free Media 0.783 0.613 0.450 6.561 0.000
Separation of Power 0.395 5.759 0.000
(Constant) 2.563 0.011

Free Media 0.808 0.653 0.257 3.268 0.001

3 Separation of Power 0.341 5.139 0.000
Protection of Human Rights 0.308 4.393 0.000
(Constant) 2.163 0.032

Free Media 0.821 0.675 0.223  2.900 0.004

4 Separation of Power 0.316 4.872 0.000
Protection of Human Rights 0.252  3.591 0.000
Equality 0.181 3.369 0.001

eSignificant at (a < 0.05) level

Table (10) shows that free media ranks first, accounting for (R>= 53.7%) of the variation in
government organizations’ responsiveness to public demands with correlation amounting to (R=
0.733). Separation of power came in the second place and explained, along with free media, (R*=
61.3%), (individually 7.6%) in the variation in government organizations’ responsiveness with
correlation amounting to (R=0.783).
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Testing research hypothesis
The research hypothesis states

There is a statistically significant impact at (a < 0.05) of the level of democratization (political
participation, equality, rule of law, protection of human rights, independent judicial branch, free
media and separation of power) on the level of government organizations’ responsiveness (adaptation,
problem-solving, clients’ satisfaction, output quality, feedback, integrity, taming technology,
transparency and accountability) to public demands in Jordan.

To test research hypothesis a multicollinearity test was applied to detect the degree to which the
independent variables correlate to each other. The normal distribution of the data is examined via
using Skewness and Kurtosis tests. The results show that the Variance Inflation Factor (VIF) values
for all dimensions of democratization are less than 5, and the Tolerance Factor values are more than
(0.05). Therefore, there are no clear correlations between the independent variables.

As to whether the research data are normally distributed, the values of Skewness and Kurtosis for
all democratization and responsiveness dimensions are found to be less than 1, meaning that they are
within the accepted range. Consequently, the data are normally distributed. Table (7) presents the
results of simple linear regression for the impact of democratization on the overall level of government
organizations' responsiveness to public demands.

Table (7): Simple Liner Regression for the Impact of Democratization on the Level of Government
Organizations' Responsiveness.
Variable Beta Sig. R R? F value F Sig.
Democratization 0.809 0.00 0.809 0.654 322.011 0.00
Dependent Variable: Responsiveness

oSignificant at (o < 0.05) level.

As highlighted in table (7), democratization has a significant impact at (o < 0.05) on the level of
government organizations' responsiveness with a correlation coefficient (R=80.9%) and interpreting
(R?=65.4%) of the variances in the level of government organizations' responsiveness to public
demands. Based on these findings, the research hypothesis is accepted. For further analysis, a simple
linear regression is conducted to test the impact of democratization on each dimension of
responsiveness. Table (8) displays the results:

Table (8): Simple Liner Regression of the Impact of Democratization on Dimensions of

Responsiveness.
Rank  Dimension Beta  Sig. R R? F Value F Sig.
1 Transparency 0.736  0.00 0.736  0.541 238.126 0.00
2 Feedback 0.714 000 0.714 0.510 211.445 0.00
3 Problem-Solving 0.709 0.00  0.709 0.503 201.059 0.00
4 Accountability 0.690 0.00 0.690 0476 181.525 0.00
5 Integrity 0.686 0.00 0.686 0471 175974 0.00
6 Outputs Quality 0.682 0.00 0.682 0.465 175.244 0.00
7 Adaptation 0.652 0.00 0.652 0425 149.347 0.00
8 Clients' Satisfaction 0.646 0.00 0.646 0.417 141.703 0.00
9 Taming Technology 0.610 0.00 0.610 0.373 117.546 0.00

oSignificant at (a < 0.05) level

As highlighted in table (8), democratization has a significant impact at (o < 0.05) on all the
dimensions of responsiveness. Transparency is the most affected dimension by democratization with a
correlation coefficient of (R= 73.6%), explaining (R*= 54.1%) of its variations, whereas the taming
technology dimension reported the least level of influence by democratization with a correlation
coefficient of (R= 61%), explaining (R*= 37.3%) of its variations. On the other hand, feedback came
in second place as (R*= 51%), followed by problem-solving (R*= 50.3%), accountability (R*= 47.6%),
integrity (R*= 47.1%), output quality (R*= 46.5%), adaptation (R*= 42.5%), and clients' satisfaction
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There are many factors that may impede the implementation of a democratic transformation in
Jordan one of which is the weak economic situation, which makes it extremely difficult for
governmental agencies to meet all needs and demands of citizens. In addition, there has been a
noticeable increase in the country’s unemployment rate in the third quarter of 2020 by (23%)
compared to (19%) in the first quarter (Department of Statistics, 2020). This increase is due to the
coronavirus crisis that struck the country and the world. Moreover, over the past years, Jordan has
received and dealt with two million Arab refugees, which has increased pressure on public services
and the Jordanian economy as a whole.

Level of Government Organizations Responsiveness to Public Demands in Jordan.

To investigate level of responsiveness of government organizations to public demands in Jordan,
arithmetic means and standard deviations (SD) of responses as perceived by sample respondents are
computed. Table (6) discloses the results.

Table (6): Means, Standard Deviations (SD), and Agencies' Level of Responsiveness.

Rank No. Dimensions of Responsiveness Mean SD Level

1 7 Taming Technology 3.5388 0.94725 Medium
2 8 Transparency 3.1699 1.02749 Medium
3 5 Feedback 3.1444 0.91706 Medium
4 6 Integrity 3.1212 0.96411 Medium
5 1 Adaptation 3.0279 1.02824 Medium
6 3 Clients' Satisfaction 2.9899 0.89128 Medium
7 9 Accountability 2.9826 1.03026 Medium
8 2 Problem Solving 2.9277 0.99705 Medium
9 4 Outputs Quality 2.7752 0.97041 Medium
Responsiveness as a whole 3.07528 - Medium

Table (6) clearly shows a medium level of government agencies responsiveness to public
demands and all its dimensions in Jordan. Means ranged from (2.7752) for the output’s quality, to
(3.5388) for taming technology. Transparency reported a moderate response (3.1699), followed in
order by feedback (3.1444), integrity (3.1212), adaptation (3.0279), clients' satisfaction (2.9899),
accountability (2.9826) and problem solving (2.9277).

Variations in the level of responsiveness dimensions may be caused by the variations in
government ministries and departments' abilities to respond to the needs of citizens. Furthermore, the
dynamic and ongoing changes in citizens' needs can influence the abilities or chances of government
agencies to respond to these needs; therefore, government agencies may not always be able to match
their responsiveness level and improve it. In addition, the expansion of e-government and the transfer
to electronic services, especially in 2020 following the aftermath of the corona pandemic, may explain
why taming technology has scored the highest mean among all dimensions of responsiveness. Other
factors may adversely influence the capacity of government agencies to respond to public demands.
On top of these factors is the low level of involvement of citizens in decision-making processes.
Communication with the public tends to be one-way communication in which government decides for
the citizens in a variety of aspects that interest them most without involving them in decisions related
to their demands and interests.

Moreover, the troubled economy and the huge amount of debt that the country struggle with
might impede the opportunities for reaching out at a high level of responsiveness. These constraints
obstruct the provision of many services, needs, and demands due to the lack of financial support.
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Data Analysis and Discussions
Sample characteristics are displayed in this section table (4).

Table (4): Sample Characteristics.

Variable Category Frequency Percentage
Male 217 68.5%
Gender Female 99 31.2%
Missing 1 0.3%
Total 317 100%
25 years of less 81 25.6%
Age 26-40 years 148 46.7%
41 years or more 88 27.7%
Total 317 100%
Education  Intermediate vocational diploma or less 102 31.1%
Bachelor or higher 213 67.2%
Missing 2 0.6%
Total 317 100%
Job Status  Public sector employee 17 5.4%
Private sector employee 123 38.8%
Self employed 80 25.2%
Unemployed 62 19.6%
Others 35 11%
Total 317 100%

Table (4) shows that the majority of respondents (68.5%) were males and (72.3%) of them were
less than 40 years old. The distribution of the sample was largely consistent with the 2019 population
statistics which indicated that the number of males in Jordan exceeded the number of females and
more than half of the population is young whose age between 15 and 45 years (Department of
Statistics, 2019). Respondents who received university education constituted the highest percentage
(67.2%). Respondents from private sectors accounted for the greatest percentage of employment status
(38.8%) as compared to (5.4%) in the public sector.

Level of democratization in Jordan.

To investigate level of democratization in Jordan as perceived by sample respondents, arithmetic
means and standard deviations (SD) of responses to the various dimensions of democracy, individually
and collectively, is calculated, Table (5) displays the results.

Table (5): Means, Standard Deviations (SD), and Level of Democratization and Its Dimensions.

Rank No. Dimensions of Democratization Mean SD Level
1 5 Independent Judicial Branch 3.524 0.864 Medium
2 3 Rule of Law 3.467 0.8819  Medium
3 6 Free Media 3.269 0.9101 Medium
4 7 Separation of Power 3.237 0.9261 Medium
5 4 Protection of Human Rights 3.205 0.9262  Medium
6 1 Political Participation 2.841 0.9383  Medium
7 2 Equality 2.502 0.9453  Medium

Democratization as a whole 3.149 - Medium

Table (5) shows a medium level of democratization in all its dimensions, where the independent
judiciary branch scored the highest average (3.524), followed by the rule of law (3.467), free media
(3.269), separation of power (3.237), protection of human rights (3.205), political participation
(2.841), and equality (2.502). These findings might reflect that the basic principles of democracy are
being theoretically adopted, just as Almeqdad (2007) claimed, but this adoption is coupled with an
implementation crisis; more specifically, Jordan might still be stuck in a gray area, as suggested by
Meng-Hsuan (2013). That is, elements of democracy formally exist, but there are fluctuations in the
level of implementation of those elements.
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accountability (items 65 through 67) .It is worth noting that in developing research instrument the
researchers have partly benefited from Khasawneh study (Khasawneh, A., 2015) .

Several different statistical techniques are used to test the hypothesis of the study. These
techniques are: Descriptive Statistics, Cross Stabilization, Percentages, Simple- Regression, Multiple-
Regression, and Step-wise Regression. As to reliability of the instrument a Cronbach's Alpha was
computed for the research variables. Table (1) displays the values of Cronbach's Alpha for the research
variables.

Table (1): Reliability of the Questionnaire

Variable Cronbach's Variable Cronbach's
Alpha Alpha
Democratization 0.952 Responsiveness 0.973
Political Participation 0.872 Adaptation 0.896
Equality 0.821 Problem-Solving 0.902
Rule of Law 0.829 Clients' Satisfaction 0.894
Protection of Human Rights 0.824 Output Quality 0.903
Independent Judicial Branch 0.895 Feedback 0.843
Free Media 0.881 Integrity 0.879
Separation of Power 0.880 Taming Technology 0.919
, . . Transparency 0.906
Overall Cronbach's Alpha for the Whole Questionnaire 0.979 Accountability 0.866

The Cronbach's Alpha for all items related to Democratization is (.952), as compared to (.973) for
Responsiveness. Furthermore, Cronbach's Alpha of overall questions of the questionnaire is (.979).
Consequently, there is a high level of consistency and reliability for the answers of respondents

Research Sample

The research covers twenty-six governmental ministries and departments in Jordan. A non-
probability accidental sample was used. Due to Coronavirus circumstances and restrictions in Jordan
during the period of distributing the questionnaires (July 2020), clients of two ministries and two
government departments were accidentally selected and asked to fill out the questionnaire. Table (2)
presents the names of selected ministries and departments alongside the numbers of distributed,
returned, and valid questionnaire forms.

Table (2): Distribution of Research Sample According to Ministry and Department

No. Ministry or Government Department No. distributed No. returned  No. valid
1 Ministry of Industry, Trade &Supply 123 121 106
2 Ministry of Higher Education & Research 50 50 38
3 Income & Sales Tax Department 130 126 96
4  Civil Status & Passport Department 102 102 77
Total 405 399 317

Scale of Measurement

The criteria upon which level of democratization and agencies’ level of responsiveness to public
demands are measured is the following formula: Maximum score-1/3.

Table (3): Scale of Measurements

Extent Degree
1-2.33 Low
2.34-3.66 Medium

3.67-5 High
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Second: The Dependent variable and sub-variables

Responsiveness: The extent to which government agencies are able to respond to the needs,
expectations, and aspirations of stakeholders. Several sub-variables are relevant:

e Adaptation: The extent to which the government is interested in responding and adapting to the
changing needs of citizens.

e Problem-solving: The extent to which the government has an interest in making efforts to solve
the problems and complaints of citizens and providing communication channels to facilitate the
process of resolving problems.

e Clients' Satisfaction: citizens’ satisfaction with government’s performance and the quality of
services it provides. It indicates the extent to which the government pays attention to measuring
citizens' satisfaction and the way public officials treat clients with respect and courtesy and.

e  Qutput Quality: The extent to which the quality of government outputs is consistent with the
expectations of the citizens and whether they are provided in a timely, accurate and credible
manner to all citizens.

o Feedback: The degree to which government agencies are keen to obtain feedback from citizens
and consider it as an important source for developing and improving their performance.

o Integrity: The degree of credibility, accuracy, ethics, and openness of government agencies in
providing services and information to citizens.

e Taming Technology: It relates to government utilization of modern technology in facilitating the
process of service provision to citizens.

e Transparency: It relates to how public decisions are transparent, citizens’ confidence in these
decisions, and government’s openness with the media.

e Accountability: Citizens’ ability to ask the government questions and obtain answers, and to hold
government officials accountable for their actions.

Methodology and Statistics

A descriptive-analytical approach is used to investigate the impact of the level of democratization
on the level responsiveness of government agencies in Jordan. A structured Likert-type questionnaire
was developed and used as the primary tool for evaluating the impact of democratization on
government organizations responsiveness to public demands. To ensure the validity of the
questionnaire, six professors from different Jordanian universities evaluated it and their notes were
taken into consideration.

The questionnaire schedule consisted of sixty-seven close-ended questions related to the variables
under scrutiny. The questionnaire (see Appendix One) was divided into two main parts each of which
includes a group of items related to research variables. The first part (items one through four) focused
on demographic variables whereas the second part consisted of two groups of items. The first group
was related to independent variable, democratization and its components (political participation,
equality, rule of law, independent judicial branch, free media, and separation of power) and the second
group was related to the dependent variable, responsiveness and its components (adaptation, problem-
solving, clients' satisfaction, output quality, feedback, integrity, taming technology, transparency, and
accountability).On one hand, the distribution of items designated to detect the level of each
dimension of democratization is as it follows: political participation (items 1 through 11),equality
(items 12 through 14),rule of law (items 15 through 18) , protection of human rights (items 19 through
21), independent judiciary (items 22 through 26) , free media (items 27 through 31) and separation of
power (items 32 through 35).On the other hand, the distribution of items designated to detect the
level of each dimension of government agencies responsiveness to public demands is as it follows:
adaptation (items 36 through 38) , problem-solving (items 39 through 42), citizens' satisfaction(items
43 through 47) , output quality (items 48 through 50), feedback (items 51 through 53), integrity (items
54 through 57), taming technology (items 58 through 61), transparency (items 62 through 64) and
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Research Model

Independent Variable Dependent Variable
Level of Democratization Level of Responsiveness of
Sub-variables: Government Organizations
- Political Participation. Sub-variables:
- Equality. - Adaptation.
- Rule of Law. -

Problem- solving.

- Protection of Human Rights. - Clients' Satisfaction.

- Independent Judicial
Branch. - Output Quality.
- Free Media. - Feedback.
- Separation of Power. - Integrity.
- Taming Technology.
- Transparency.
- Accountability.

*Developed by the authors.

Procedural Definitions of Variables

First: The Independent Variable and Sub-variables

Democratization: The movement of an authoritarian political system towards a system with

separation of power, political participation, equality, rule of law, respect for human rights, independent
judicial system and free media constitute the pivots around which the entire functioning of the state
revolves.

Political Participation: The extent to which elections are transparent, and reflect the actual will of
the people. Furthermore, it reflects citizens' right to participate in political parties, and protest
against government decisions.

Equality: The extent to which the government provides services at the same quality and amount
among different areas of the country. Also, it reflects the equity in the chances of holding leading
public positions in government agencies.

Rule of Law: All citizens and institutions are subject to declared laws where everyone is held
equally accountable to an independent judiciary.

Protection of Human Rights: Citizens’ ability to express their opinions without restrictions and
obtain the information they need without interference by the government, as well as their right to
hold public meetings.

Independent Judicial Branch: The extent to which the government guarantees autonomy to
judiciary to settle conflicts and account officials in private and public sectors independently and
without bias.

Free Media: The extent to which the government guarantees freedom and provides support to the
press and media in expressing their opinions, accessing information they need, and criticizing the
government's performance.

Separation of Power: The extent to which there is separation and balance between the political
branches of the state (legislative, executive, and judicial).
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interaction with quality of government. Interestingly, significant correlation between democracy and
quality of government in countries with a high level of education only was manifested. The higher the
number of educated citizens, the more democracy has chances to flourish and the existence of
democracy institutions per se does not ensure the existence of effective government (Fortunato &
Panizza, 2015).

Responsiveness has been reported to be related to accountability and public trust. In a study
conducted in the Palestinian Authority’s institutions in Gaza Strip uncovered a significant relationship
between accountability elements and public trust, in which responsiveness, responsibility, and equity
were the most influencing elements (Abu Hasanein, 2017). Similarly, responsiveness is found to be
positively linked to supporting the political system. Researchers used survey data from the 2012 sixth
round of the European Social Survey to test this assumption. Findings showed a statistical significance
by which responsiveness is positively correlated to support to political system "(Linde & Peters,
2020).

Research Problem

Based on the Economist Intelligence Unit, Jordan experience with democracy is not that good.
According to 2018 democracy index, Jordan ranked 115 worldwide scoring (3.93 out of 10) which
means that Jordan is still considered as an Authoritarian country where there are still problems
obstructing the process of implementing and practicing democracy (The Economist Intelligence Unit,
2019). The research problem stems from our lack of knowledge of the extent to which level of
democratization in Jordan effects the level of government organizations' responsiveness to public
demands? Based on that, the following research question is tackled:

What is the impact of the level of democratization (political participation, equality, rule of law,
protection of human rights, independent judicial branch, free media and separation of power) on the
level of responsiveness (adaptation, problem-solving, clients’ satisfaction, output quality, feedback,
integrity, taming technology, transparency and accountability) of government organizations to public
demands in Jordan?

Research Significance

Published research investigating the impact of level of democratization on government
organizations' responsiveness is meager. This study is expected to add valuable knowledge to the Arab
library and literature therein. It is hoped, however, that this study would provide a base or a frame of
reference for future studies in this area. On the other hand, findings of the study are expected to assist
those in charge of political and administrative reforms to take measures to relate democratic
developments in Jordan to the actual performance of government agencies by introducing democratic
practices and patterns into government agencies at both institutional and personal levels. Democratic
developments and political reforms should go beyond rhetoric and they have to be tangibly embedded
and manifested by government apparatus when interacting with clients. Citizens should genuinely feel
that the behavioral patterns of government agencies and their administrative staff are consistent with
the democratic advances and developments.

Research Objective and Hypothesis

The study aims to investigate the impact of the level of democratization on the level of
government organizations' responsiveness to public demands in Jordan. Based on logic and common
sense, and to achieve the objectives of the study, the following research hypothesis is developed and
empirically tested:

There is a statistically significant impact at (o < 0.05) of the level of democratization (political
participation, equality, rule of law, protection of human rights, independent judicial branch, free
media and separation of power) on the level of government organizations’ responsiveness (adaptation,
problem-solving, clients’ satisfaction, output quality, feedback, integrity, taming technology,
transparency and accountability) to public demands in Jordan.
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very important for democracy. It reflects the acceptance of the leader’s role in running the lives of
citizens by the authorities and state officials as it is a mission they are committed. Responsiveness
generally relates to how quickly and accurately the service provider responds to the service users’
requests for action or information. In this context, speed indicates the time, while accuracy refers to
the degree to which the response of the service supplier meets the expectations and needs of the
service users (Vigoda-Gadot & Cohen, 2004). For the purpose of this study, the following elements of
responsiveness are adopted and focused upon: adaptation, problem solving, clients' satisfaction and
respect, output quality, clients' feedback, integrity, use of technology, and accountability and
transparency.

Literature Review

Speaking of democratization Al Akash study probed the relationship between civil-society
institutions and democratization in Jordan by recognizing the role civil society institution takes to
support the process of democratization, as well as the connection that portrays the relationship
between the two variables. Findings showed that even though civil-society institutions in Jordan have
done much successful work in improving the democratic climate, these institutions are still obstructed
by alienation and centralization, which in turn, gives rise to government interference in these
institutions (Al Akash, 2006).In another study on democracy change in the Arab world with emphasis
on the Jordanian experience it has been concluded that the basics theoretical principles that are
necessary for the democratic change are relatively exhibited, with a significant degree of cooperation
in the Arab political systems, and that the delay of materializing the democratic approach is due to
several social, legal and political factors (Almeqdad, 2007). Investigation of the impact of
democratization on responsiveness and accountability in Bangladesh province Upazila Parishad
revealed that elected representatives were unable to improve their responsiveness and accountability to
the public, as a result of imposing too many rules and regulations, coupled by poor performance of the
representatives. The study also pointed to the low level of bureaucratic accountability due to the lack
of democratic practices at the national level, leading to poor accountability of the upazila Parishad
province (As-Saber & Rabbi, 2009). A broader study of the impact of democracy on the quality of
governance which was based on a cross-national dataset and involved data on democracy and
performance signals of one hundred and ninety-one countries indicated that the mere existence of
democratic institutions does not necessarily facilitate the process of constraining political corruption.
Moreover, the relationship between democratization level and state capacity for constraining
corruption is non-linear. There are more chances for citizens and opposition parties for observing and
punishing public officials who are involved in corruption when there is more consolidate democracy
(Pellegata, 2009). These findings seem to be, partly, compatible with the results of another large- scale
study of whether democracy produces the quality of government. The study was based on the
assumption that economic development was a major condition to determine the type of relationship
that might exist between democracy and quality of government. More than one hundred and twenty-
five countries were included in the sample. Findings showed that there is a non-linear relationship
between democracy and quality of government. Moreover, economic development has been provided
to make democracy more functional and enhance the quality of government (Charron & Lapuente,
2010). In the case of Oman, it was found that the democratization process is slow, and that even
though the Omani political system allows the establishment of civil-society organizations, it restrains
their work by the rules and regulations it imposes. Furthermore, Omani civil society organizations
have a weak influence over the decision makers (Al-Hosni, 2011).

The Jordanian experience of political reform and its impact on the improvement of performance
of government agencies during the Arab spring has been explicated by recent study. It has been
revealed that political reform and performance improvement were both at medium level and political
reform has a significant impact on enhancing the government system's performance (Khasawneh,
2015). The relationship between democracy and quality of government can be better understood when
considering level education in the country as an intervening variable. Within this context, a cross-
country and panel data study revealed a significant positive correlation of education and democracy
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As to the case of Jordan, the country has made a considerable progress with regard to
democratization since its independence in 1946.Surely, the pace of democratization has gone through
ups and downs due to a variety of domestic, regional and international circumstances. The
repercussions of the 1967 Arab -Israel war and the aftermath of the occupation of the West Bank and
the influx of millions of Palestinians refugees have substantially obstructed the process of
democratization if not halted it for about two decades. Late eighties witnessed a resumption of
political reform but unfortunately short-lived due to sever economic crises and the first and second
Gulf war which severely impacted Jordan economically and politically. The Arab spring 2010-2016
has profoundly affected efforts of democratization. The political system, under great domestic and
reginal pressure, introduced more than 40 constitutional amendments and established a constitutional
court. The debate about the extent to which these amendments and political reform efforts have a real
impact on the substance and direction of democratization in Jordan is still going on. It is hoped,
however, that the findings of this study will enable us to identify the level of democratization and
whether it improves government agencies’ responsiveness to citizens’ demands.

Responsive Democracy

Responsiveness refers to having the ability to react purposefully to significant events,
opportunities, or threats in order to achieve or maintain a competitive advantage (Bernardes & Hanna,
2009; Abu Hasanein, 2017). In the area of public administration, responsiveness refers to the ways
public administrators notice and track variations in public demands and needs and then work on
affording them (Liao, 2018). Responsiveness may be envisaged as the way citizens perceive the ability
of public officials to include their demands and how successfully they can fulfill these demands in
their final decisions (Rélle, 2017; Abu Hasanein, 2017). By the same token, responsiveness indicates
the level of acceptance by institutions to the demands of their stakeholders, as well as how the state
and other public agencies perform in response to the requirements and rights of citizens (Abrha, 2016).

Using the political system theory terminology inputs into the political system include both
demands and support while political system outputs come in the forms of laws , regulations and
decisions to respond to citizens’ claims of actions. The Extent to which the political system is able to
respond to public demands influences the size of support it receives from citizens and consequently
affect its prospects to sustain itself (Easton, David ,1965). It is in this sense where political science and
public administration converge and the term responsive democracy becomes more meaningful and
indicative. Being responsive to public demands becomes a political as well as an administrative
requirement. This, of course, does not ignore or underestimate the conflict public administration
confronts when responding to citizens as clients and collaborating with them as partners.
Responsiveness can be described as a "passive uni-directional" response to citizens’ needs and
demands while collaboration tends to be an "active bi-directional" act of contribution, collaboration,
and consolidation of power between two or more parties or groups (Vigoda-Gadot & Cohen, 2004, p.
27). Responsiveness depends on the marketplace view of providing the best services for citizens as
clients. Therefore, responsiveness considers meeting citizens' needs and demands as a core
requirement for government and public administration systems looking to achieve a high level of
performance. The researchers, of course, do not overlook the argument related to the differences
between citizens and clients. Citizens are those who have rights and obligations within a community as
compared with clients who do not share common goals or objectives; instead, each group seeks to
maximize its own benefits and interests (Denhardt & Denhardt, 2007). More importantly, citizens
receive public value jointly, whereas clients receive private value on an individual basis (Alford &
Yates, 2016; Brandsen et al., 2018). Needless to say, that responsiveness requires that citizens are
treated differently by government and public officials. The conventional hierarchal bureaucratic
orientation, centralized power, formal structure, limited communication channels, and strict rules and
regulations do not provide a conducive ground for client- responsive pubic administration. These
bureaucratic characteristics run contrary to the nature, basics, and principles of collaboration or
partnership with citizens. Collaboration is based on negotiation, participation, innovation, an unlimited
flow of information, and equal distribution and redistribution of power and resources. Collaboration is
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indicated that in order to strengthen the rule of law and promote democracy, the government should
support the separation of powers. Rule of law can be strengthened through ensuring that nobody is
above the law and, consequently, everyone receives equal protection under it (UN Commission on
Human Rights, 2005).

Another pillar of democracy is the protection of human rights. Freedom of expression along with
guaranteed access to information, freedom of association and assembly whereby the rights of political
parties to organize interest and professional groups, organize meetings, and discuss certain issues are
sustained are all examples of human rights. (Democracy Reporting International, 2011). Fifty-eight
different human rights have been adopted by various treaties during the past fifty years, starting with
the Universal Declaration of Human Rights in 1948 (Landman, 2013).

The most commonly accepted categories of human rights were reflected in 1966 in the
International Covenant on Civil and Political Rights and International Covenant on Economic, Social,
and Cultural Rights. These categories include civil and political rights, economic, social, and cultural
rights, as well as accessibility to public goods or "solidarity rights".

Independence of the Judiciary is another facet of democratic systems. Having an independent
judicial branch implies that the courts and judges should have the ability to perform their jobs freely
without any kind of interference or control by other governmental or private actors. Judicial
independence reflects the kind of independence courts and judges should have. Independence can be
given to individual judges or the judiciary as a whole (Law, 2019).

Freedom of the media is one of the essentials of democratic systems. Free media can enhance the
creation of open and accountable societies and a more transparent government system (Democracy
Reporting International, 2011). Having an independent and unfiltered press can assist some areas of
the democratization process. This can be in the form of strengthening government responsiveness and
accountability toward all citizens, freedom of expression, or the provision of multiple platforms and
channels for political expression for diverse groups and interests (Sen, 1999; Besley & Burgess, 2001;
Harvey, 2005).In its "watchdog" role, the media can help to enhance government's transparency and
accountability and assist in the public scrutiny of decisions makers by focusing on presenting various
issues, including failed policies, judicial corruption, and mismanagement of public officials (Donohue
et al., 1995; Harvey, 2005).

The last, pillar of democracy is the separation of power. The French philosopher Montesquieu
emphasized that each of the three branches of government has its function. Under the legislative
branch, the president or king (the ruler) legitimates the laws temporarily or permanently and can also
adjust or cancel them. In contrast, within the executive branch, the ruler works on ensuring the inner
peace of the country and developing relationships with other countries or institutions, while the
responsibility of the judicial branch is to account for those who have broken the law and solve
conflicts among members of society (Yousef & Rahal, 2010). Montesquieu argued that the three
branches of the government must be separated from one another as independent bodies. This is
because if the branches were centralized by one person or body, abuse of power would occur, rights of
citizens would be damaged, and their freedom would be at risk.

The above stated brief description of the pillars of democracy did not intend to be exhaustive nor
exclusive. Surely, students of political science go much more in detail when explicating each of the
aforementioned facets of democracy. Although more details about many controversial issues related to
democracy are beyond the scope of this study it can be said that political systems can become more or
less democratic according to how close they become to the basic characteristics of democracy. It is
true that group of western and non-western countries possess larger proportions of democratic traits as
compared with the developing countries, yet no single country meets fully the ideal tenants of
democracy. The regrettable events of violence which have taken place recently in the United States
capitol are evident of non- democratic behavioral patterns.



Impact of Level of Democratization on the Level of Responsiveness of... 928

Grass- Roots of Democracy

The concept of "democracy” has its origins in the Greek language, being a combination of the
words “demos” (people) and “kratos” (rule or authority). Thus, the term refers to “rule by people.”.
The city-states of ancient Greece are where democratic ideals have originated and transferred to other
parts of the world. Democracy, however, is still being described as a system of representative
government in which representatives are chosen by free competitive elections (Birch, 1993). Within
this context of representative government, public opinions about public policies, laws and regulations,
constitute the pivot around which public decisions revolve (Weale, 1999). Badran & Sari eloquently
summarize the basic Pillars of democratic system of government when they state

"All of the popular should have the right to organize themselves in political parties and civil-
society organizations, and to choose their government, as well as the right of managing their affairs
and make their future by themselves within a frame of fairness, equality, pluralism separation of
power, human rights and citizenship." (Badran & Sari, 2013, p. 14).

To implement a democratic system, several requirements must be met and adopted. Majority rule
and minority participation within free and fair elections, along with the protection of minority rights
and respect for basic human rights and equality in law, represent the basic features of democracy
(Ibrahim, 2016).

The basic elements of democracy have been justified by multiple institutions and organizations.
Based on the Economist Intelligence Unit’s measure of democracy, pluralism and integrity of the
electoral process, civil liberties, effective and efficient government, political participation, and
sociopolitical culture represent the core elements. However, Freedom House—a non-government
organization that supports research on democracy, political participation and human rights—has
indicated that a democratic system can be achieved through practicing the following conditions: the
provision of a pluralistic and competitive political system, giving all adults the right to vote, integrity
in the electoral process, and communication between competing parties and the audience (popular)
through media.

Political participation and citizens’ involvement constitutes the hub of democracy. Political
participation is embodied in citizens playing a positive role in the political process through practicing
their rights in voting, being nominated for elected institutions or organizations, having discussions
with other people about political issues, or participating in intermediate organizations (Weitz-Shapiro
& Winters, 2008; Othman, 2016). Following this definition, indicators of political participation
include citizens being nominated for important political and administrative roles, joining interest
groups or civil-society organizations, being nominated for public office, holding political roles, and
participating in public political meetings (Othman, 2016).

Apart from political participation, equality is an essential part of democracy and the two terms are
entwined and cannot be separated from one another. Equality can be defined as everyone being equal
with each other in every aspect of life. This concept can take on many forms political, legal, social
mobility, economic, and social dimensions (Lasheen, 2019).

On another plane, the rule of law and respect of human rights constitute the pivot around which
the democratization process revolves. These two dimensions are indispensable for ensuring stability in
democratic societies. Rule of law has also been considered as primary aspect in determining the
quality and good governance of a country (OECD, 2013). According to the World Justice Project
(WJP) Rule of Law Index, there are four major principles of the rule of law. First, the government and
all of its fellow bodies are accountable under the law. Second, laws must be published and presented
in a clear, fair, and stable manner. Furthermore, primary rights must also be protected. Third,
accessibility, efficiency, and fairness must be conducted in the process of enacting, administering, and
enforcing laws. Fourth, justice must be delivered by a fair number of competent, ethical, unbiased, and
independent representatives who have adequate resources and reflect the formation of the society they
serve (World Justice Project, 2019). The Office of the High Commissioner for Human Rights
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Abstract

This study aimed to investigate the impact of the level of democratization on the level of government
organizations' responsiveness in Jordan. A descriptive approach was used and a structured questionnaire was
administered to a sample of respondents. Findings reported medium levels of democratization and
responsiveness. A significant impact of democratization on government organizations' responsiveness to public
demands is manifested. Separation of power, protection of human rights, free media and equality dimensions,
respectively, reported significant impacts on the level of responsiveness. It is recommended that employee-to-
client ratios need to be reconsidered in government agencies so as to meet the increasing number of clients.
Furthermore, more consideration for conducting polls and research to improve agencies' capacity to respond to
citizens' needs and demands is highly recommended.

Keywords: Democratization, Responsiveness, Public demands.

Introduction

Since the times of Plato, Aristotle and Thucydides, people have fought against authoritarian and
dictatorial regimes in which rulers had full authority in making decisions without popular
participation. Since then, the idea of participatory government has emerged. People have become more
interested in impacting the decision-making process and have refused to be ignored. When the
industrial revolution began, authoritarian and dictatorial regimes started to decline and the power of
the democratic system grew; rulers started to give up a part of their power and authority and delegated
it to the people who, as a result, started to participate in the policy-making process. Meeting people's
demands, aspirations and expectations became a priority for many governments worldwide.
Nonetheless, responding to citizens' needs was, and still is, a complex and difficult task to achieve. In
a democratic system, the voices of citizens are critical to the success of any leading government.
According to the majoritarian model of democratic government, the government should be responsive
to the opinions of the majority. In contrast, the pluralist model emphasizes that minorities interests
should be focused upon by maintaining and guaranteeing their rights to freely organize and press their
claims. It is noteworthy to say that obstacles are obstructing governments to be highly responsive to
the demands and interests of the majority as suggested by the majority model. Similarly, addressing
the claims and interests of all competing groups, as recommended by the pluralist model, is not always
attainable (Janda et al., 2000).

Jordan was one of the leading Arab countries to adopt the democratic system. Even though it is
not fully implemented because of many political, social and economical factors, the country is still
trying to follow its standards and fundamentals. This study investigates the impact of the level of
democratization on the level of responsiveness of government agencies to public demands in Jordan,
from the clients' perspective.
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