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WOMEN IN SCIENCE

In March 2018, more than a century after the first manifestations of gender equality, we observe that
the participation of women in science is still limited. Moschkovich and Almeida (2015) analyzed the
teaching career data at Universidade Estadual de Campinas (UNICAMP) and revealed that although
competitive admission claims to allow for an egalitarian selection of teachers, women are less likely to
occupy higher positions within the university; moreover, while men are found across different areas,
women are concentrated in specific areas of the institution and take more time to reach the top.

Valentova, Otta, Silva, and McElligott (2017), inastudywith Conselho Nacionalde Desenvolvimento
Cientifico e Tecnolégico (CNPg) scholars, showed that the proportion of senior female scientists in Brazil
is still below the average found in other countries. The authors analyzed 13,625 productivity fellows
and 3,836 researchers who received funds from the CNPq Edital Universal (Universal Call for Proposals)
and concluded that women are less likely to reach the top of the career, and if they do, they take longer
time than men. The lower index was found in the field of Life Sciences and Biomedicine, with slightly
better indicators for Humanities and Social Sciences. The reasons for this under-representation can be
attributed to our cultural and institutional roots. These data on the Brazilian reality are also observed
in other countries, even though in this case, meritocracy seems to standardize the development of
academic careers among men and women (see, for example, Cech & Blair-Loy, 2010; Morley & Walch,
2002, Settler et al., 2006). Albeit women are concentrated in Humanities and Social Sciences, this
inequality is also evident in Business Administration (Vincenza, 2007).

Although there are several Qualis A2 Business Administration journals, for an initial
conversation, we organized preliminary data from some journals and observed a significant difference
in the publication of articles between men and women. Thus, we can affirm that women are still a
minority in the authorship of scientific articles in the area, as evident from Table 1:

Table 1. Distribution of authorship in Business Administration journals - 2017

RAE RAP RAC RAUSP RBGN
Men * 80 89 70 71 52
Women * 39 45 48 44 35

Note: Data collected by Andréa Cerqueira and Ana Paula C. Soares, members of the RAE team, from the online editions published by
these journals. It should be noted that the number of editions and articles published in the period analyzed is different for each journal.

*Gender diversity was not considered in this collection, maintaining the traditional binary classification between men and women.

RAP-Revista de Administracdo Piblica (Brazilian Journal of Public Administration) had the
highest number of authors (134) in 2017, of which 89 (66%) were males and 45 (34%) were females. RAE-
Revista de Administracdo de Empresas (Journal of Business Management) had a total of 119 authors, of
which 80 (67%) were male and 39 (33%) were female. RAC-Revista de Administracdo Contempordnea
had a total of 118 authors, of which 70 (59%) were males and 48 (41%) were females, the smallest gap
between genders in 2017. RAUSP-Management Journal had 115 authors, of which 71 (62%) were males
and 44 (38%) were females. RBGN-Review of Business Management had fewer editions throughout the

ISSN 0034-7590



RAE-Revista de Administracao de Empresas (Journal of Business Management)

year compared to the other journals: four editions and a total of 87 authors, 52 (60%) males and 35
(40%) females.

Although the perspective presented here only considers data of 2017 and a restricted group of
publications in the Business Administration field, the results point to a predominance of male authors
and agree with the trends presented by Valentova et al. (2017). Therefore, it is necessary to obtain in-
depth the knowledge on the participation of women in the Brazilian academic context of Business
Administration.

In conclusion, many people question why so much emphasis is being placed on the discussion
of women’s presence in science or business. Therefore, it is important to reiterate that women’s rights
and their participation in all areas of knowledge are a matter of human rights and democracy.

Within the pluralistic approach of RAE, this edition presents articles from different areas of
knowledge (Marketing, Finance, People Management, Organizational Studies, Entrepreneurship,
Operations, and Logistics), as well as the Perspective section, in which Eduardo H. Diniz and Fabio
Frezatti discuss the theme plagiarism in the Business Administration academic context. This issue
is complemented by the review of the books Avaliacdo econémica de projetos sociais, by Naercio
Menezes Filho, and Cultura do consumo: Fundamentos e formas contempordneas by Isleide Arruda
Fontenelle, and the book recommendation Governance & charity: The benefits of corporate governance
and charity association by Grazielle Rigotti da Silva.

Maria José Tonelli | ORCID: 0000-0002-6585-1493
Felipe Zambaldi | ORCID: 0000-0002-5378-6444

Fundacdo Getulio Vargas, Escola de Administracao de
Empresas de Sdo Paulo — S3o Paulo — SP, Brasil
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DISMISSAL: IMPORTANT CRITERIA IN
MANAGERIAL DECISION-MAKING

Demissado: Critérios importantes na tomada de decisdo dos gestores

Dimisién: Criterios importantes en la toma de decisiones de los gestores

ABSTRACT

Knowledge about dismissal decision-making, particularly concerning the criteria used by managers in
choosing who will be dismissed and why, is scarce. Considering the implications of such decisions for
organizations and society, in this paper, we identify the seven most frequently used criteria in dismissal
decisions and examine their importance for managers. We collected data through a survey among 385
managers and used the rational ranking and the multicriteria Analytic Hierarchy Process (AHP) to analyze
them. The results show that commitment, performance records, and trust have the greatest impact on the
dismissal decision, whereas interpersonal relationship, growth potential, and professional experience
are considered secondary criteria. These results contribute to extending our knowledge about dismissal
decisions and showing the most relevant criteria in these choices and the relevance assigned to each of
the criteria so that greater transparency can be achieved.

KEYWORDS | Decision-making, dismissal, dismissal criteria, human resources, analytic hierarchy process.

RESUMO

O conhecimento sobre a tomada de decisées de demissdo € escasso, em particular sobre os critérios
que os gestores utilizam para a escolha de quem serd demitido e por qué. Considerando as implicacbes
desse tipo de decis@o para as organizagdes e a sociedade, neste artigo, identificamos os sete critérios
mais utilizados nas decisbes de demissdo e sua importdncia para os gestores. Os dados foram coleta-
dos por meio de um survey com 385 gestores e analisados com base no ranking racional e no método
multicritérios Andlise Hierdrquica do Processo (Analytic Hierarchy Process [AHP]). Os resultados mos-
traram que o compromisso, o histérico de desempenho e a confianca tém maior impacto na deciséo de
demissdo, enquanto a relagdo interpessoal, o potencial de crescimento e a experiéncia profissional sGo
considerados critérios secunddrios. Esses resultados contribuem para ampliar o conhecimento sobre
decisdes de demissdo e para dar mais transparéncia a essas decisées, mostrando os critérios que mais
influenciam essa escolha, bem como a relevancia atribuida a cada um deles.

PALAVRAS-CHAVE | Processo decisério, demissdo, critérios de demissdo, recursos humanos, andlise
hierdrquica do processo.

RESUMEN

El conocimiento sobre la toma de decisiones de despido es escaso, en particular en lo que se refiere a los
criterios utilizados por los gestores para elegir a quién despediry por qué. Considerando las implicaciones
de este tipo de decision para las organizaciones y para la sociedad, en este articulo identificamos los siete
criterios mds utilizados en las decisiones de despido y su importancia para los gestores que toman estas
decisiones. Recopilamos datos en una encuesta a 385 gestores y usamos el ranking racional y el método
multicriterio Proceso Analitico Jerdrquico (Analytic Hierarchy Process [AHP]) para analizarlos. Los resulta-
dos mostraron que el compromiso, los registros de desempefio y la confianza tienen mayor impacto en la
decision de despido, mientras que la relacién interpersonal, el potencial de crecimiento y la experiencia
profesional se consideran criterios secundarios. Estos resultados contribuyen a ampliar el conocimiento
sobre las decisiones de despido y a dar mayor transparencia a dichas decisiones, al mostrar los criterios
que mds influencian la eleccién, asi como la relevancia asignada a cada uno de dichos criterios.

PALABRAS CLAVE | Toma de decisiones, despido, criterios de despido, recursos humanos, proceso ana-
litico jerdrquico.
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INTRODUCTION

Managers and human resource professionals are regularly
involved in employee appointment, appraisal, training,
compensation, promotion, and dismissal as part of their normal
functions (Armstrong &Taylor, 2014).

Most literature on human resource management focuses
on the criteria, techniques, and methods about the processes of
recruitment and selection, development programming, promotion,
payment, and performance appraisal (Ulrich, Younger, &
Brockbank, 2008). However, the literature on contract termination
issues, succession, and dismissal is scarce, and knowledge
concerning the reasons why managers make dismissal decisions
is limited. Thus, a gap exists in the research about issues of how
individuals are replaced and what leads to their being dismissed
(Hilger, Mankel, & Richter, 2013), in addition to the circumstances
prior to dismissals (McDonald, Waterhouse, & Kellner, 2008).

In a decision-making process, managers must evaluate the
alternatives available and choose one option over others based
on specific criteria (Mintzberg, Raisinghani, & Theoret, 1976; Nutt,
2011; Simon, 1997). This study identifies the hierarchy of criteria in
dismissal decision-making from a managerial perspective. Based
on the criteria presented in the literature, we identify those deemed
the most relevant by managers during dismissal decision-making.

This study contributes to encourage research in the field
of dismissal, and is justified by the necessity to understand the
managers’ cognitive processes during this kind of decision-
making so that the dismissal process can be more transparent.

The rest of the paper is organized as follows. The second
section covers the literature on dismissal and criteria used in
the process. The third section explains the research method and
the results. The last section summarizes the conclusions and
limitations, as well as identifies future research agenda.

DISMISSAL

Constant changes in markets, globalization, introduction of
advanced technologies, increased competitiveness, mergers
and acquisitions, and new working systems have made the
management of surplus employees an important activity of the
human resource management department (Bratton & Gold, 2012).

The process of dismissal, compared to other decision
processes, involves substantial efforts, and despite being a
mandatory role assigned to managers, is a distressing activity.
However, as organizations are forced to reduce the size of their
labor force or restructure their staff teams, dismissal has become
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a frequent activity in strategic human resource management, and
although the dismissal decision-making process is specific to
each organization, itis inherent to all types of companies.

Dismissal consists of discharging an employee from the
organization, that is, terminating the individual from work and
from the performance of duties. Ending the labor contract extends
beyond the individual interests of the parties involved and reflects
the social dimension, especially in organizational restructuring
due to downsizing (Tylcsak, 1991).

Williams and Livingstone (1994) state that it is necessary to
analyze the reasons and the criteria for dismissal considering the
relevant costs as dismissing an employee also involves expenses,
particularly to promote new recruitment, selection, and training.

Dismissal decision-making research includes studies
on the practices and strategies in restructuring processes and
downsizing (Caldas, 2000; Campion, Guerrero, & Posthuma,
2011; Freitas, 2006; Giniger, Dispenzieri, & Eisenberg, 1983;
Harcourt, Hannay, & Lam, 2013; lverson & Zatzick, 2011; Juhdi,
Pa’wan, Hansaram, Kaur, & Othman, 2011; McDonald et al.,
2008; @sthus & Mastekaasa, 2010; Shah, 2000; Tonelli, 2000;
Tsai & Yen, 2008; Tylcsak, 1991; Tzafrir & Eitam-Meilik, 2005).
Works on the succession or removal of top executives and chief
executive officers (CEOs) include those by Crossland and Chen
(2013), Ertugrul and Krishnan (2011), Goldman (2011), Hilger et al.
(2013), Ohana and Meyer (2010), and Wiersema (2002). In these
studies, the dismissal process has been analyzed predominantly
from the employee’s perspective. We did not find studies on the
managers’ viewpoint.

For dismissal, some criteria are applied to decide who
will be dismissed or whether option will be pursued (Hilger et
al., 2013). In the next section, these criteria and how they are
hierarchized in the dismissal process are discussed.

Dismissal criteria

Dismissal decision-making involves planning and selecting from
among choices—which are often sensitive—, besides time. The
choices are always based on criteria, that is, who will be dismissed
and who is vested with the authority to dismiss (Tylcsak, 1991).
Moreover, choices are made from a limited range of possibilities
(Simon, 1997). Sometimes, they are based on politics and power
relations (Child, Elbanna, & Rodrigues, 2010).

According to Shah (2000), companies opt for the
dismissal process mainly to maintain or increase their levels of
competitive advantage and to respond to technological changes;
that is, companies do not adopt this practice only when they
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face declining performance. Other reasons for dismissals are
harassment (pregnancy, incapacity, gender, age, appearance,
health, race, personal issues), bullying (sexual, verbal, physical
contact, or persecution without specific reasons), discrimination,
unethical behavior, misappropriation, misconduct, fraud, personal
situation, operational reasons, violation of the psychological
contract, alteration to job contracts, complaints over salary, low
performance, lack of commitment, problems in interpersonal
relationships (misunderstandings between managers and
employees or CEOs and investors), limited professional experience
and growth potential (Campion et al., 2011; Giniger et al., 1983;

McDonald et al., 2008; Quifiones, Ford, & Teachout, 1995; Uppal,
Mishra, & Vohra, 2014).

The criteria are inter-related, and often the managers’
motivations for dismissing workers are considered subjective.
For a better understanding of the process, existing literature is
reviewed to identify and categorize the main reasons/criteria used
by managers in dismissal decisions. Thus, Exhibit 1 shows the
most recurrent dismissal criteria in the management literature,
which are personal situation, trust, commitment, professional
experience, interpersonal relationships, growth potential, and

performance records. These criteria are discussed in detail below.

Exhibit 1. Main criteria for dismissal and their respective definitions

Criteria Definitions

Personal situation

Circumstances such as diseases, damage, personal reasons, absenteeism without explanation, inability to
work during the required hours, relationships inside or outside wrk, friends or family issues, requests of leave
of absence from the employee for several reasons (McDonald et al., 2008).

Trust

The company’s expectation that the employee will not abuse of the vulnerabilities of the company if he/she has
the opportunity to do so (Krishnan et al., 2006).

Commitment

The effort of the employees so that the organization can obtain success and the degree of adjustment between
the values of the employees and the values of the organization (Juhdi et al., 2011).

Professional experience

The amount of experience achieved in a specific occupation (McDaniel et al., 1988). Accumulation of
experience originating from previous work in other organizations (Uppal et al., 2014).

Interpersonal relationship

Capacity of an individual to work in teams, or the efficient relationship between superiors and subordinates
where there is mutual trust (Morgeson et al.,2005; Tzafrir & Eitam-Meilik, 2005)

Growth potential

The previews about the future performance of the employee, i. e., about his/her development and contribution
in the organization (Moser & Kraft, 2008).

Performance records
(McDonald et al., 2008).

General issues of performance, mistakes/imprecision, inadequate attitudes, communication problems

Although many personal situations mentioned in Exhibit
1 are employee rights, companies do covertly appropriate them
during the dismissal process. This criterion also includes gender,
age, educational level, and individual attributes (Stumpf &
Dawley, 1981).

Issues concerning the termination of contracts, payments,
complaints over wages, salaries, and repayments of loans from
employers are other reasons that have led managers to opt for
dismissals (McDonald et al., 2008). Dismissals for theft, bad
faith, and fraud have also been alleged. In the present study,

such issues are contained in the category of trust.

Trust involves the confidence individuals have in each other.
It relates to availability, competence, consistency, discretion,
honesty, integrity, loyalty, transparency, promise, achievement,
and receptiveness (Butler, 1991). Regardless of the organizational
context, a behavior that inspires trust is the result of a series of
actions taken by those involved (Tzafrir & Dolan, 2004).

Trust is also related to ethical issues. Although Ertugrul
and Krishnan (2011) do not directly mention the term trust, they
attribute the involvement of CEOs in illegal or unethical activities
(even when theiractions do not have any negative impact on the
results of the company) as being the cause for their dismissal.
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Another criterion for dismissals found in the literature is
commitment. For Meyer, Bobocel, and Allen (1991), commitment
is related to turnover, absenteeism, and performance at work.
Strongly committed employees are less likely to leave the
organization (Allen & Meyer, 1990). Commitment can be identified
by the effort that the employee expends for the organization to
succeed, and it is related to the willingness to engage in the
company’s projects and performance at work. If employees are
more committed, it can be inferred that managers would prefer
to retain them in the organization; thus, they are less liable to
be dismissed (Juhdi et al., 2011).

Professional experience of the employee is another
criterion used for dismissal (Giniger et al., 1983; Uppal et al.,
2014). Quifones et al. (1995) consider this criterion to be one of
the most important as itis also related to staff selection, training,
and career development. On this criterion, Adkins (1995) states
that previous professional experience is related to how and to
what extent the individual will socialize within the company
on the job. Based on the studies by Harcourt et al. (2013) and
Kirschenbaum (1992), it is possible to consider professional
experience as the amount of working years of the professional
and the capacity to integrate relevant information and make
competent decisions.

Interpersonal relationships are also listed as one of the
relevant criteria in the dismissal process. In work environments
where high performance and teamwork are required, the
collaboration of an individual with the rest of the group is
even more evident. In this sense, the “social skills” of the
individual are relevant as they reflect his/her ability to adjust
to different situations and demands, in addition to influencing
the behavior of others and acting cooperatively (Tzafrir & Eitam-
Meilik, 2005).

This ability of knowing how to work with the group is closely
linked to growth potential. For Campion et al. (2011), predicting
growth potential is a commonly used practice in dismissal
decision-making. However, the authors observe that the criteria
for measuring this potential are subjective and that older people
have fewer years of career ahead; therefore, any criteria related
to the age of the candidate should be avoided in a dismissal
decision. According to the authors, this aspect can be measured
by the previous performance of the employee.

Kraft (1991) stresses the relevance of professional
performance for the organization: without good performance
by individuals, it is impossible for the company to achieve its
expected productivity. Thus, in addition to making clear that
employees who do not perform as expected can be dismissed,
a practice used by some companies to incentivize better results

from employees is to pay them based on merit and efficiency, in
addition to profit sharing.

Contrary to the results found by McDonald et al. (2008), the
study by Hilger et al. (2013) reveals that performance (individual
or organizational) is a criterion that significantly influences the
chances of dismissal of top executives. The study by Crossland
and Chen (2013, p. 83) demonstrates the same trend: “A second
important assumption in the literature about dismissal is that the
top management board has the power to dismiss CEOs (Chief
Executive Officers) with low performance.”

In such cases, the CEOs can be discharged: for disagreeing
with the administrative board, board of directors, or shareholders
concerning the strategic objectives that the organization must
follow (Ertugrul & Krishnan, 2011); due to pressure exerted by
investors to increase the company’s performance (Ertugrul &
Krishnan, 2011; Wiersema, 2002); and due to the intervention
of shareholders who analyze, in addition to performance, the
competence of the CEO (Ertugrul & Krishnan, 2011). Nevertheless,
performance affects the dismissals of both CEOs and employees
in general (Stumpf & Dawley, 1981; Williams & Livingstone, 1994).

METHODOLOGY

The methodological procedures adopted in this study, descriptive
guantitative approach was adopted as the methodology.
Considering that the purpose of the study was to identify the
hierarchy of criteria for dismissal during managers’ decision-
making, we conducted a survey among managers and
professionals involved in decision-making and management
activities.

For this research, we adopted the analytic hierarchy
process (AHP). The use of AHP method is justified in those types
of decision-making which involve the selection of multiple
alternatives and criteria. As a general rule, decision-makers have
mutually exclusive objectives and can process information in
different ways because of their previous experience and value
judgments. Therefore, methods based on multiple criteria
decision-making (MCDM) have emerged to facilitate situations
in which more than one criterion are assessed and considered
in the decision-making process (Chen, 2006).

Among MCDM methods, the AHP assesses the possible
criteria involved in the decision in a faster and easier manner
based on decision matrixes. Huang, Keisler, and Linkov (2011,
p. 735) indicate that the AHP consists of a “systematic and
scientific method capable of solving complicated and subjective
problems of decision making.” Thus, as a result of the application
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of mathematical methods to the variables of the research, a
hierarchy is obtained. This hierarchy is considered an abstraction
of the structure of the system being studied (Saaty, 2008).

A set of criteria grouped together can then be classified as
the combination of pairwise comparisons among them (taken in
groups of two), with eventual inconsistencies found (due to the
multiplicity of pairwise comparisons among all of the criteria of
the group, performed separately) being interpreted as errors of
the cognitive process. Errors are typically eliminated, taking some
convenient average of the results of the pairwise comparisons.

About the index of consistency of the method, Saaty (2006)
states that the pairwise comparisons are obtained by directly
questioning people who can or cannot be specialists but are
familiar with the problem. A central point in this approach is that

Table 1. Profile of research respondents

people are frequently inconsistent, even though the priorities
must be defined, and actions must be taken concerning the
inconsistency (Saaty, 2008).

Over a two-month period, the link of the 20-item
qguestionnaire was sent by e-mail to 2,150 managers and
professionals in Brazil who work in several sectors of the
economy. We used two databases of professionals: one from
the Brazilian Association of Human Resources (Associagao
Brasileira de Recursos Humanos [ABRH]) and another from the
Fundacao Getulio Vargas. Our target was executives/managers
who had subordinates. The respondents were invited to resend
the invitation to their colleagues, in the manner of a snowball
sampling (Goodman, 1961). After 60 days, 385 valid answers were
collected, and the respondents’ profile is presented in Table 1.

Gender
Male Female
51.17% 48.83%
Age Range (Years Old)
Up to 24 From 25to 34 From 3510 44 From 45 to 54 Over 55
11.69% 48.31% 25.71% 11.17% 3.12%
Education (Degree)
Graduate MBA/Postgraduate Master Doctorate
54.03% 38.44% 3.90% 3.64%
Time of Professional Experience (Years)
Uptos From 6 to 10 From 11to 15 From 16 to 20 Over 20
27.27% 28.57% 19.22% 12.21% 12.73%

Source: Research data (385 respondents).

There is a predominant profile of male decision-makers
(51.17%), aged from 25 to 44 years old (74.03%), with a higher
education or graduate/MBA level of education (92.47%), and with
up to 10 years of professional experience (55.84%).

The research instrument was subjected to a pre-test
to exclude possible questions with double interpretations
and improve their formulation. It was applied to a group of
26 managers, which allowed spelling out and general scale
adjustments in the data-gathering instrument.

At the beginning of the questionnaire, the respondents
read directions regarding the context of the research so that all
of them had similar acquaintance with the dismissal situation
they were evaluating. The guiding question of the research is
described as follows:

You have just been hired to conduct the process of a merger
of two companies that conduct business in the food industry.
These companies have redundant departments—with the merger,
it cameto be that, for example, 2 departments were managing the
same operations. In this moment, the duplicated operations will
be eliminated. Facing this situation, you will have to dismiss a
group of professionals. In this research, we want to know which
criteria you would use to choose the people who will be dismissed.

From this moment, the respondents were instructed to
rank the seven criteria for dismissal (selected from the theory),
randomly presented, according to the degree of importance that
they attributed to each: (1) personal situation, (2) performance
records, (3) commitment, (4) trust, (5) professional experience,
(6) growth potential, and (7) interpersonal relationships. After this
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process of ranking, the next step was a pairwise comparison of

the first four dismissal criteria ranked based on the AHP method.

In the first part of the instrument, the respondents listed
among the seven possible criteria their order of importance in
his/her evaluation during the process of dismissal. Then, the
top four criteria were compared in pairs, evaluating the high or
low preference by one or another. Thus, each respondent made
the pairwise crossing of up to four criteria, that is, six pairwise
interactions for each respondent. In this manner, we evaluated
the consistency between the rational ranking and the pairwise
hierarchy among the criteria. The survey form used can be
accessed at https://dismissaldecisionmaking.qualtrics.

For assigning the degree of importance, a scale ranging
from 1to 9, presented in Exhibit 2, was adopted; here, 1 means
that compared to each other, the criteria are given the same
importance whereas 9 means that one of them is strongly
preferable at the expense of the others.

Fabricio Stocker | Eduardo Guedes Villar | Karina De Déa Roglio | Gustavo Abib

Exhibit 2. The fundamental scale of absolute numbers

Intensity of importance Definition
1 Equal Importance
3 Moderate Importance
5 Strong Importance
7 Very strong Importance
9 Extreme Importance

Source: Adapted from Saaty (2008). Intensities of 2,4,6 and 8 can be used to
express intermediate values.

Table 2 represents four criteria chosen by each respondent.
Following the methodological steps, it is possible to find the
eigenvector of each criterion and, subsequently, the main

eigenvector (A Based on the main eigenvalue and the number

).
MAX:
of alternatives, we obtain the consistency ratio (CR=(\,,,, —n) /

(n —1)), calculated according to the following formula:

Table 2. Example with four main criteria from one respondent

Interpersonal X Performance . .
Goal Trust i X Commitment Relative weights
relationship records
Trust 1 5 5 5 0.6181
Interpersonal o ) s o 0.106
Relationship ’ -5 .1069
Commitment 0.2 1 1 1 0.1236
Performance records 0.2 2 1 1 0.1514
1.6 9 8 7-5
Ay =[(0.6181 X 1.6) + (0.1069 x 9) + (0.1236 x 8) + (0.1514 X 7.5)] = 4.0757 (®
CR=((4.0757 - 4) ~ (4-1)) = 0.02523 (2

According to this method, the consistency ratio must
be below o.1. Using the main eigenvector and the number of
criteria, we determined the consistency ratio. In the example
of the respondent above, the ratio was 0.02523 (2). In all cases
(385), the consistency value was reached.

After generating a set of weights for each alternative (WI.),
we combined the single priorities across all criteria to determine
the global priority (w), presented by formula (3). Transparent
Choice software was used to calculate all answers and combine
the total weight of the criteria.

w,= > w, X v, ( v,— number of observations of the criterion)

3

Normality of distribution of each criterion was verified using a one-sample Kolmogorov-Smirnov test. The results are presented

in Table 3.
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Table 3. Kolmogorov-Smirnov test for one-sample

Criteria N Average Standard deviation K;:::rfJ;v_ Azgﬁej;g
Trust 301 0.2623 0.165 1.429 0.034
Interpersonal relationship 219 0.2206 0.156 1.569 0.015
Commitment 354 0.3050 0.154 1.379 0.045
Professional experience 176 0.1592 0.125 2.065 0.000
Personal situation 30 0.2387 0.210 0.954 0.323
Performance records 301 0.2685 0.168 1.325 0.050
Growth potential 159 0.2123 0.152 0.558 0.016

Note: n=385 respondents

The results (Table 3) show that six criteria (trust,
interpersonal relationships, commitment, professional
experience, performance records, and growth potential) have a
normal distribution (95% Confidence Interval, o < 0.05). For the
personal situation criterion, a normal distribution was not seen
(0> 0.05); thus, the results of this criterion are not statistically
reliable and were not considered in the analysis.

RESULTS

Based on the criteria presented in Exhibit 1, the respondents made a
rational classification of the criteria between the first and the seventh,
in which the first consists of the criteria considered to have the
highest weight in their decisions of dismissal whereas the seventh
is the last criterion to be considered. From this classification, the
criteria were ranked according to the results in Table 4.

Table 4. Hierarchy of dismissal criteria by rational sequencing

Trust Profes.sional e S Inter;.wersor?al P‘erso?al Performance Growt'h
experience relationship situation records potential

12 24.94% 9.61% 29.35% 5.19% 1.30% 25.97% 3.64%
29 23.12% 10.13% 31.95% 11.17% 1.56% 17.14% 4.94%
32 13.77% 11.95% 20.78% 19.22% 2.08% 18.44% 13.77%
42 16.36% 14.03% 9.87% 21.30% 2.86% 16.62% 18.96%
52 11.95% 22.34% 3.12% 15.58% 9.35% 10.65% 27.01%
6° 7.53% 23.38% 3.38% 19.22% 16.36% 8.83% 21.30%
7° 2.34% 8.57% 1.56% 8.31% 66.49% 2.34% 10.39%

Note: n=385 respondents

We found that trust (61.82%), commitment (82.08%),
and performance records (61.56%) form a group of criteria
predominantly used by the respondents in their dismissal
decisions, given that they are concentrated in the first, second,
and third hierarchical positions.

Professional experience (59.74%), interpersonal
relationship (56.10%), and growth potential (67.27%) form an
intermediate group as they are more frequently considered
between the fourth and the sixth hierarchical criteria positions.
The personal situation criterion was ranked last by 66.49% of

the respondents; it represents the last criterion used by the
respondents in their dismissal decision.

In addition to the rational ranking of the dismissal criteria, a
cognitive hierarchy was constructed, conducting pairwise analysis
based on the AHP method. Because the respondent assigns more
relevance only to the first criterion, the four first criteria listed by
each respondentin the rational ranking process were compared
pairwise. The subsequent criteria, having a smaller impact on
the perception of the respondent, would not have an impact on
his/her real cognition (see Table 5).
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Table 5. Hierarchy of dismissal criteria by cognitive sequencing (AHP)

Criteria Average LI LS ME Min Max StDev Count
Commitment 0.3050 0.2915 0.3185 0.0135 0.0344 0.75 0.154 354
Performance records 0.2685 0.2526 0.2844 0.0159 0.0188 0.6654 0.168 301
Trust 0.2623 0.2467 0.2780 0.0156 0.033 0.7018 0.165 301
Personal situation 0.2387 0.1757 0.3017 0.063 0.0279 0.6729 0.210 30
Interpersonal relationship 0.2206 0.2033 0.2380 0.0173 0.0188 0.69 0.156 219
Growth potential 0.2123 0.1925 0.2321 0.0198 0.0254 0.6683 0.152 159
Professional experience 0.1592 0.1437 0.1746 0.0155 0.0301 0.6057 0.125 176

Note: n=385 respondents

From Table 5, it is clear that the criteria of commitment
(average 0. 3050), performance records (average 0.2685), and
trust (average 0,2623) hold the highest averages among the
criteria assessed. From the confidence interval of 31.85% and
29.15%, we find that commitment is the most relevant criterion
and holds the top hierarchical position. For the criteria of
trust (given a confidence interval of 24.67% to 27.80%) and
performance records (with a confidence interval of 25.26% to
28.44%), no significant difference in importance between the
two is observed, and they rank second in the hierarchy of the
dismissal decision.

Using a dummy variable, we verified that 205 respondents
(N = 385), that is, 53.25%, indicate these three criteria
(commitment, trust, and performance records) among the four
most relevant.

Interpersonal relationships and growth potential, with
averages of 22.06% and 21.23%, respectively, represent
the third group of criteria. Considering the reliability in a
normal distribution of 95%, both criteria are not significantly
different in the hierarchy constructed by the respondents of
the research.

For the personal situation criterion, only 30 cases (7.79%)
classified it as among the four main criteria. Thus, it is clear that
only few professionals recognize this criterion when deciding on
dismissal. This result is also reflected in the confidence interval
of this criterion, which is between 17% and 30%; that is, it holds
little reliability.

In a comparison of the rational and the AHP methods
we verified whether the four main criteria maintained their
positions even when the classification method was changed.
Only 65 respondents (16.88%) maintained the same order in
the classification by both methods; 224 respondents (58.18%)
maintained two criteria with the same classification, with two

criteria changing positions; and 96 respondents (24.93%)
changed the positions of all of the criteria.

AHP analysis of the criteria for dismissal was also compared
according to gender, respondents’ prior experience with dismissal,
and professional experience. Table 6 presents the separation of
the sample by gender, with 197 respondents being male (51.17%)
and 188 respondents female (48.83%).

We believe that the personal situation criterion holds low
representativeness (30 respondents) and a margin of error (ME)
greater than 0.05% for both male (0.1107) and female respondents
(0.0704). Therefore, despite the difference in the positioning of
this criterion in the hierarchy, this result is not statistically reliable
and was not considered in the analysis of this comparison.

For the male respondents, performance (29.82%),
commitment (27.79%), and reliability (26.43%) are considered
the most relevant. For the female respondents also, these
three criteria (commitment—33.25%, reliability—26.03%, and
performance records—23.75%) appear to have the greatest
impact on their decision. Given the confidence interval of these
criteria, only commitment shows a significant difference for female
respondents, statistically ranking (reliability of 95%) first.

Among the second group of criteria, interpersonal
relationships, growth potential, and professional experience
were identified for both males (22.16%, 21.89%, and 5.10%) and
females (21.95%, 20.47%, and 16.79%). Although these criteria
present the same hierarchical order in the comparison between
genders, only professional experience shows a confidence interval
of 95% for male respondents, taking the last position.

Besides gender comparison, AHP analysis of the criteria for
dismissal was compared for the experience with dismissal. The
respondents who had ever actively participated in at least one
dismissal decision were considered. This comparative analysis
is presented in Table 7.
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Table 6. Hierarchy of dismissal criteria by cognitive sequencing (AHP) with gender comparison

Male (N = 197)

Average ME StDev LI LS Min Max Count
Performance records 0.2982 0.0240 0.1785 0.2742 0.3221 0.0339 0.6654 150
Personal situation 0.2951 0.1107 0.2427 0.1844 0.4059 0.0309 0.6108 13
Commitment 0.2779 0.0186 0.1512 0.2593 0.2965 0.0344 0.6654 178
Trust 0.2643 0.0237 0.1787 0.2406 0.2880 0.0336 0.7018 154
Interpersonal relationship 0.2216 0.0246 0.1617 0.1970 0.2462 0.0188 0.6900 117
Growth potential 0.2189 0.0280 0.1568 0.1909 0.2469 0.0337 0.6683 85
Professional experience 0.1510 0.0240 0.1394 0.1270 0.1750 0.0339 0.6057 91
Female (N = 188)

Average ME StDev LI LS Min Max Count
Commitment 0.3325 0.0189 0.1527 0.3135 0.3514 0.0391 0.7500 176
Trust 0.2603 0.0204 0.1501 0.2399 0.2806 0.0330 0.6523 147
Performance records 0.2375 0.0202 0.1516 0.2172 0.2577 0.0000 0.6326 152
Interpersonal relationship 0.2195 0.0244 0.1501 0.1951 0.2439 0.0280 0.6644 102
Growth potential 0.2047 0.0281 0.1469 0.1766 0.2327 0.0254 0.6181 74
Personal situation 0.1955 0.0704 0.1764 0.1252 0.2659 0.0279 0.6729 17
Professional experience 0.1679 0.0191 0.1072 0.1488 0.1870 0.0301 0.4757 85

Note: n=385 respondents

Table 7. Hierarchy of dismissal criteria by cognitive sequencing (AHP) with comparison of experience in dismissal

Dismissal experience (N = 230)

Average ME StDev LI LS Min Max Count
Commitment 0.2955 0.0174 0.1536 0.2780 0.3129 0.0344 0.6729 210
Performance records 0.2834 0.0217 0.1747 0.2617 0.3050 0.0188 0.6644 176
Trust 0.2759 0.0200 0.1669 0.2558 0.2959 0.0336 0.7018 188
Interpersonal relationship 0.2251 0.0227 0.1611 0.2024 0.2478 0.0280 0.6900 136
Personal situation 0.1888 0.0623 0.1693 0.1265 0.2510 0.0279 0.6108 20
Growth potential 0.1820 0.0229 0.1351 0.1590 0.2049 0.0254 0.6057 94
Professional experience 0.1534 0.0199 0.1183 0.1335 0.1732 0.0301 0.5853 96

Without dismissal experience (N = 155)

Average ME StDev LI LS Min Max Count
Personal situation 0.3385 0.1325 0.2547 0.2061 0.4710 0.0339 0.6729 10
Commitment 0.3190 0.0212 0.1544 0.2978 0.3401 0.0396 0.7500 144
Growth potential 0.2561 0.0336 0.1648 0.2225 0.2897 0.0339 0.6683 65
Performance records 0.2476 0.0228 0.1552 0.2248 0.2704 0.0266 0.6654 125
Trust 0.2398 0.0248 0.1601 0.2150 0.2646 0.0330 0.6644 113
Interpersonal relationship 0.2133 0.0267 0.1479 0.1866 0.2400 0.0188 0.6644 83
Professional experience 0.1661 0.0244 0.1327 0.1417 0.1905 0.0339 0.6057 80

Note: n=385 respondents
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The personal situation criterion was ignored, due to its
low representativeness (7.79%) and an ME greater than o.05
(0.06 and 0.13).

For the 230 respondents with experience with dismissal,
commitment (29.55%), performance records (28.34%), and
reliability (27.59%) are the most important. Considering the
reliability of 95% on a normal distribution curve, there is no
significant difference among them.

For this same group of respondents, it was observed that
interpersonal relationships, growth potential, and professional
experience showed averages of 22.51%, 18.20%, and 15.34%,
respectively; therefore, they form a second group of criteria.
Although interpersonal relationships (limit inferior—LI—20.24%)
and growth potential (LI—20.49%) criteria present a merely
tangential approximation, they cannot be considered significantly
different, given the sample size.

Forthe 155 respondents without experience with dismissal,
commitment carried the highest weight in their cognitive

simulation, and it presented an average of 31.90%. Given a
confidence interval of 29.78% to 34.01%, it is significantly
different from the other criteria.

Continuing with the analysis of the respondents without
experience with dismissal, we found that growth potential
(25.61%), performance records (24.76%), reliability (23.98%),
interpersonal relationships (21.33%), and professional experience
(16,615) form a second group in the hierarchy of criteria. In contrast
to the previous analyses, the growth potential criterion holds a
higher average value than that of reliability and performance
records; considering their confidence intervals, they are not
significantly different and, therefore, are part of the same group
of criteria.

We also compare the results by dividing the sample
group into respondents with more than ten years of professional
experience (N = 170) and those with less than ten years of
professional experience (N = 215); the results are presented in
Table 8.

Table 8. Hierarchy of dismissal criteria by cognitive sequencing (AHP) with comparison of professional experience

Group up to ten years of professional experience (N = 215)

Average ME StDev LI LS Min Max Count
Commitment 0.3225 0.0183 0.1555 0.3041 0.3408 0.0366 0.7500 195
Personal situation 0.2614 0.0835 0.2269 0.1780 0.3449 0.0279 0.6729 20
Trust 0.2511 0.0199 0.1537 0.2312 0.2709 0.0330 0.6523 162
Performance records 0.2443 0.0192 0.1528 0.2251 0.2634 0.0266 0.6644 172
Interpersonal relationship 0.2246 0.0226 0.1529 0.2020 0.2472 0.0188 0.6900 124
Growth potential 0.2183 0.0214 0.1273 0.1970 0.2397 0.0254 0.5599 96
Professional experience 0.1692 0.0234 0.1357 0.1458 0.1926 0.0301 0.6057 91
Group with over ten years of professional experience (N = 170)
Average ME StDev LI LS Min Max Count
Performance records 0.3008 0.0262 0.1810 0.2746 0.3270 0.0188 0.6654 129
Commitment 0.2837 0.0196 0.1504 0.2640 0.3033 0.0344 0.7165 159
Trust 0.2755 0.0247 0.1771 0.2507 0.3002 0.0336 0.7018 139
Interpersonal relationship 0.2155 0.0271 0.1607 0.1883 0.2426 0.0303 0.6183 95
Growth potential 0.2030 0.0381 0.1840 0.1649 0.2412 0.0337 0.6683 63
Personal situation 0.1932 0.0898 0.1726 0.1035 0.2830 0.0309 0.5284 10
Professional experience 0.1433 0.0199 0.1132 0.1235 0.1632 0.0000 0.5849 88

Note: n=385 respondents

Just as in the previous analyses, the personal situation criterion is ignored due to its low representativeness (30 respondents)

and an ME greater than 0.05 (0.08 and 0.09 approximately) as seen in Table 7.
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Forthe 215 respondents with up to ten years of experience,
who are considered less experienced in this study, commitment
holds the highest average (32.25%), and considering the
confidence interval of 30.41% to 34.08%, it is significantly
different from the others and ranks first in the hierarchy of criteria.

The next criteria that the less experienced respondents
consider are reliability, performance records, interpersonal
relationships, and growth potential with the following average
probabilities of 25.11%, 24.43%, 22.46% and 21.83%, respectively.
Given the confidence interval of each of these criteria, as shown in
Table 7, they cannot be considered to occupy significantly different
positions, and hierarchically, they would be in a second group of
criteria. The professional experience criterion held an average of
16.92 among the less experienced respondents, and considering
its confidence interval, it ranks last in this sample group.

In the analysis of the respondents with more than ten
years of experience, it was observed that performance records
(30.08%), commitment (28.37%), and reliability (27.55%) are the
criteria most important in the dismissal decision. Although these
criteria do not show significant differences among themselves,
considering the confidence intervals of each, they appear to be
significantly different from the others and, therefore form the
group of criteria that the more experienced managers consider.

Interpersonal relationships and growth potential form a
second group of criteria with averages of 21.55% and 20.30%,
respectively. Observing the confidence intervals, they appear to
be situated between the group containing the most important
criteria and the professional experience criterion, which ranks
lowest in the hierarchy with an average of 14.33%.

DISCUSSION

Considering the results presented in this paper, commitment,
performance records, and trust appear to be the criteria with the
greatestimpact on the dismissal decision by the sample group of
the survey (N =385). In some sampling separations, commitment
appeared to be the most important criterion for male respondents
and those with less than ten years of professional experience. This
result agrees with the findings of Allen and Meyer (1990), who
argued that when there is commitment, the employee has greater
chances of staying in the organization; that is, it is an important
criterion to be assessed in the process of dismissal.

For the criterion of performance records, also called
accomplishment, studies by Hilger et al. (2013) and Crossland
and Chen (2013) have established that it significantly influences
the dismissal of top executives; it also demonstrated that

this criterion was included in the group of criteria which had
the greatest impact on the decision. Furthermore, as noted by
Stumpf and Dawley (1981) and Williams and Livingstone (1994),
accomplishment is not only evaluated for top management jobs
but also for all hierarchical levels, which this study has also
confirmed, through a hierarchy of criteria applicable to dismissal
in a group of managerial and operational activities.

Interpersonal relationships, growth potential, and
professional experience form a group of secondary criteria; that
is, they are statistically considered by the respondents to be
of lower relevance than the criteria of the first group. In some
comparisons among sample groups, the professional experience
criterion can significantly differ from the others and rank last, as
shown by the male respondents and those with more than ten
years of experience.

Professional experience, as noted by Quifiones et al.
(1995) and Adkins (1995), is a relevant criterion in the process
of recruitment as it is related to possible career development,
socialization of the individual, and his/her performance based
on the experience. Nevertheless, itis not so important during the
dismissal process. According to Watrous, Huffman, and Pritchard
(2006), professional experience is related to the performance
of the professional in the process of dismissal; comparing and
hierarchizing the criteria of performance and experience, what
prevails is the current performance.

For the criteria of growth potential and interpersonal
relationships, which are connected to each other according to
Moser and Kraft (2008), they are also close in the hierarchy
of criteria for dismissal. For Morgeson, Reider, and Campion
(2005), interpersonal relationships, that is, the social abilities
of the employee, are important to ensure the development and
growth of the working group, and therefore, in the dismissal
decision, performance will be more important than interpersonal
relationships. Similarly, growth potential, according to Campion
et al. (2011), is considered in the dismissal decision-making;
however, it does not have a great impact on the decision,
appearing in the intermediate group of criteria for dismissal.

The personal situation criterion, due to its low
representativeness in the sample studied (7.79% of the
respondents), did not present reliable intervals and was not
considered in the comparative analyses. However, in the study
by McDonald et al. (2008), even though personal situation, which
is linked to personal circumstances, is noted as being one of the
most evaluated criteria during the process of dismissal, several
other reasons were also indicated such as inability to work
(which in this study matches the criteria of accomplishment),
relationships inside or outside of work situation (addressed
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here as interpersonal relationships), and trust. Therefore,
considering the clear and specific definition of the criteria for
this study, personal situation, which concerns the situation of
the employee outside of the workplace (health, family, etc.), is
scarcely evaluated in the dismissal decision.

The dismissal criteria were also analyzed through sample
comparison (gender, experience with dismissal, and professional
experience), and no significant differences in the between-groups
analysis were found. Thus, further research can deepen the
analysis of the impact of the decision-maker's background on
the dismissal decision and its criteria.

CONCLUSION

In this study, we sought to identify the hierarchy of criteria in
dismissal decision-making from the perspective of managers.
Based on criteria identified in the literature review, those
considered to be the most relevant to managers when making
dismissal decisions were identified through field research. The
data analysis of 385 questionnaires supported the hierarchy
of criteria and comparison of the cognitive styles by using the
MCDM AHP.

In summary, the data indicated that the criteria of
commitment, performance records, and trust have the greatest
impact on the dismissal decision whereas the criteria of
interpersonal relationships, growth potential, and professional
experience form a group of secondary criteria. The personal
situation was considered to be a criterion with little relevance
in dismissal decisions in the opinion of the managers surveyed.

One contribution of these results is the expansion of
knowledge about dismissal decisions, which, as noted above,
is a scarce subject in the strategic human resource management
literature, despite its growing relevance as an organizational
practice. Another contribution is the possibility of making the
dismissal decisions more transparent as the criteria used for
the choice are learned, in addition to the relevance assigned
to each. The data of the sample studied also allow reflections
on the processes of performance appraisal in organizations as
commitment was considered the most important criterion for
dismissal by the managers surveyed.

About the method used for data analysis, this study makes
contributions to comparing and understanding the cognitive
styles and profile of the respondents based on the AHP method,
which allows managers to build scenarios to help in decision-
making and, therefore, make better decisions. While choosing
this method, we wanted to overcome the limitation that people

do not always answer exactly how they would act when they had
to decide and are not able to evaluate all of the criteria in a
hierarchical form. For this reason, we chose the AHP and pairwise
comparison, which enabled a more transparent analysis regarding
the hierarchy of the dismissal criteria identified.

Another contribution is the application of the AHP method
to large samples as studies that have used this method so far
had few respondents: two, three, or up to ten people at most. In
our study, the method was used to delineate the profile and to
compare answers in a population of 385 respondents, showing
the viability of its application in large samples.

One limitation of the study was the definition of the criteria
fordismissal, given that they were specified through the literature
review, and there are few papers published on this subject. We
acknowledge other criteria for dismissal can also be categorized
and hierarchized, and further qualitative research to understand
dismissal decision-making or more experiments for identification
orvalidation of these criteria are recommended.

As an agenda for future research, by recognizing that
the backgrounds of managers—such as their age, experience,
background, values and other personal characteristics—can
influence the rationalization and the process of ranking the
criteria for dismissal, assessing these characteristics when
delineating the profile of the managers and performing
a comparison of the hierarchy of criteria based on these
characteristics are recommended. Another possibility for future
research is comparison among countries as the order of the
criteria can also be linked to the cultural aspects of each region,
and a cross-country study can reveal differences in the hierarchy
of criteria.

REFERENCES

Adkins, C. L. (1995). Previous work experience and organizational so-
cialization: A longitudinal examination. Academy of Management
Journal, 38(3), 839-862.

Allen, N. J., & Meyer, J. P. (1990). The measurement and antecedents of
affective, continuance and normative commitment to the organiza-
tion. Journal of Occupational and Organizational Psychology, 63(1),
1-18. d0i:10.1111/j.2044-8325.1990.tb00506.x

Armstrong, M., & Taylor, S. (2014). Armstrong’s handbook of human
resource management practice. London, UK: Kogan Page Publishers.

Bratton, J., & Gold, J. (2012). Human resource management: Theory and
practice. Basingstoke, UK: Palgrave Macmillan.

Butler, J. K. (1991). Toward understanding and measuring conditions of
trust: Evolution of a conditions of trust inventory. Journal of Manage-
ment, 17(3), 643-663. d0i:10.1177/014920639101700307

ISSN 0034-7590


https://www.jstor.org/stable/256748?seq=1#page_scan_tab_contents
https://www.jstor.org/stable/256748?seq=1#page_scan_tab_contents
https://www.jstor.org/stable/256748?seq=1#page_scan_tab_contents
http://onlinelibrary.wiley.com/doi/10.1111/j.2044-8325.1990.tb00506.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.2044-8325.1990.tb00506.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.2044-8325.1990.tb00506.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.2044-8325.1990.tb00506.x/abstract
http://journals.sagepub.com/doi/abs/10.1177/014920639101700307
http://journals.sagepub.com/doi/abs/10.1177/014920639101700307
http://journals.sagepub.com/doi/abs/10.1177/014920639101700307

ARTICLES | DISMISSAL: IMPORTANT CRITERIA IN MANAGERIAL DECISION-MAKING

Caldas, M. P. (2000). Enxugamento de pessoal no Brasil: Podem-se
atenuar seus efeitos em empresa e individuo? RAE-Revista de
Administracdo de Empresas, 40(1), 29-41. d0i:10.1590/S0034-
75902000000100004

Campion, M. A., Guerrero, L., & Posthuma, R. (2011). Reasonable hu-
man resource practices for making employee downsizing deci-
sions. Organizational Dynamics, 40(3), 174-180. doi:10.1016/j.0rg-
dyn.2011.04.004

Chen, C. F. (2006). Applying the analytical hierarchy process (AHP) ap-
proach to convention site selection. Journal of Travel Research, 45(2),
167-174. d0i:10.1177/0047287506291593

Child, J., Elbanna, S., & Rodrigues, S. (2010). The political aspects of
strategic decision making. In P. C. Nutt and D. Wilson (Eds.), The
Handbook of Decision Making(pp. 105-137). Chichester, UK: Wiley.

Crossland, C., & Chen, G. (2013). Executive accountability around the
world: Sources of cross-national variation in firm performance-
CEO dismissal sensitivity. Strategic Organization, 11(1), 78-109.
doi:10.1177/1476127012460946

Ertugrul, M., & Krishnan, K. (2011). Can CEO dismissals be proactive?
Journal of Corporate Finance, 17(1), 134-151. doi:10.1016/].jcorp-
fin.2010.09.008

Freitas, M. E. D. (2006). Por uma ética na demissdo? RAE-Revista de
Administragdo de Empresas, 46(1), 102-106. d0i:10.1590/S0034-
75902006000100007

Giniger, S., Dispenzieri, A., & Eisenberg, J. (1983). Age, experience, and
performance on speed and skill jobs in an applied setting. Jour-
nal of Applied Psychology, 68(3), 469-475. doi:10.1037/0021-
9010.68.3.469

Goldman, A. (2011). Demagogue to dialogue: An alternative to toxic lead-
ership in corporate downsizings. Organizational Dynamics, 40(3),
235-241. d0i:10.1016/j.0rgdyn.2011.04.011

Goodman, L. A. (1961). Snowball sampling. The Annals of Mathematical
Statistics, 32(1), 148-170.

Harcourt, M., Hannay, M., & Lam, H. (2013). Distributive justice, em-
ployment-at-will and just-cause dismissal. Journal of Business Ethics,
115(2), 311-325. d0i:10.1007/510551-012-1400-9

Hilger, S., Mankel, S., & Richter, A. (2013). The use and effectiveness
of top executive dismissal. The Leadership Quarterly, 24(1), 9-28.
doi:10.1016/j.leaqua.2012.07.001

Huang, I. B., Keisler, J., & Linkov, I. (2011). Multi-criteria decision analy-
sis in environmental sciences: Ten years of applications and trends.
Science of the Total Environment, 409(19), 3578-3594. d0i:10.1016/].
scitotenv.2011.06.022

Iverson, R. D., & Zatzick, C. D. (2011). The effects of downsizing on labor
productivity: The value of showing consideration for employees’ mo-
rale and welfare in high-performance work systems. Human Resource
Management, 50(1), 29-44. doi:10.1002/hrm.20407

Juhdi, N., Pa’wan, F., Hansaram, R. M., Kaur, S., & Othman, N. A. (2011).
HR practices, organizational commitment and turnover intention: A
study on employees in Klang Valley, Malaysia. In /Il World Multicon-
ference on Applied Economics, Business and Development (AEBD ’11)
(pp. 30-36). Recent Researches in Applied Economics: lasi, Romania.

Kirschenbaum, S. S. (1992). Influence of experience on informa-
tion-gathering strategies. Journal of Applied Psychology, 77(3), 343.
doi:10.1037/0021-9010.77.3.343

Fabricio Stocker | Eduardo Guedes Villar | Karina De Déa Roglio | Gustavo Abib

Kraft, K. (1991). The incentive effects of dismissals, efficiency wages,
piece-rates and profit-sharing. The Review of Economics and Statis-
tics, 73(3), 451-459. doi:10.2307/2109569

Krishnan, R., Martin, X., & Noorderhaven, N. G. (2006). When does
trust matter to alliance performance? Academy of Management jour-
nal, 49(5), 894-917. doi:10.5465/AM).2006.22798171

McDaniel, M. A., Schmidt, F. L., & Hunter, ) E (1988). Job experience cor-
relates of job performance. Journal of Applied Psychology, 73(2), 327-
330. d0i:10.1037/0021-9010.73.2.327

McDonald, P. K., Waterhouse, J. M., & Kellner, A. (2008). Sacked! Young
worker’s dismissal and the psychological contract, Proceedings
22nd Conference of the Association of Industrial Relations Academics
of Australia and New Zealand (pp. 305-315). Melbourne, Australia.

Meyer, J. P., Bobocel, D. R., & Allen, N. J. (1991). Development of orga-
nizational commitment during the first year of employment: A longi-
tudinal study of pre-and post-entry influences. Journal of Manage-
ment, 17(4), 717-733. d0i:10.1177/014920639101700406

Mintzberg, H., Raisinghani, D., & Théorét, A. (1976). The structure of
“unstructured” decision processes. Administrative Science Quarterly,
21(2), 246-275. d0i:10.2307/2392045

Morgeson, F. P., Reider, M. H., & Campion, M. A. (2005). Selecting in-
dividuals in team settings: The importance of social skills, person-
ality characteristics, and teamwork knowledge. Personnel Psycholo-
gy, 58(3), 583-611. d0i:10.1111/}.1744-6570.2005.655.X

Moser, K., & Kraft, A. (2008). Eskalierendes Commitment gegeniiber Mi-
tarbeitern: EinRahmenmodell. Gruppendynamik und Organisations-
beratung, 39(1), 106-125.

Nutt, P. C. (2011). Making decision-making research matter: Some
issues and remedies. Management Research Review, 34(1), 5-16.
d0i:10.1108/01409171111096 441

Ohana, M., & Meyer, M. (2010). Should I stay or should | go now? Inves-
tigating the intention to quit of the permanent staff in social enter-
prises. European Management Journal, 28(6), 441-454. d0i:10.1016/].
€mj.2010.06.007

@sthus, S., & Mastekaasa, A. (2010). The impact of downsizing on re-
maining workers’ sickness absence. Social Science & Medicine, 71(8),
1455-1462. doi:10.1016/j.socscimed.2010.06.045

Quinones, M. A., Ford, J. K., & Teachout, M. S. (1995). The relation-
ship between work experience and job performance: A conceptual
and meta-analytic review. Personnel Psychology, 48(4), 887-910.
d0i:10.1111/].1744-6570.1995.tb01785.x

Saaty, T. L. (2006). Rank from comparisons and from ratings in the an-
alytic hierarchy/network processes. European Journal of Operational
Research, 168(2), 557-570. d0i:10.1016/].€j0r.2004.04.032

Saaty, T. L. (2008). Decision-making with the analytic hierarchy process.
International Journal of Services Sciences, 1(1), 83-98. doi10.1504/
1)SSci.2008.01759

Shah, P. P. (2000). Network destruction: The structural implications of
downsizing. Academy of Management Journal, 43(1), 101-112.

Simon, H. (1997). Administrative behavior: A study of decision making
processes in administrative organizations. New York, NY: The Free
Press.

Stumpf, S. A., & Dawley, P. K. (1981). Predicting voluntary and involun-
tary turnover using absenteeism and performance indices. Academy
of Management Journal, 24(1), 148-163. doi:10.2307/255830

ISSN 0034-7590


http://www.scielo.br/scielo.php?script=sci_arttext&pid=S0034-75902000000100004
http://www.scielo.br/scielo.php?script=sci_arttext&pid=S0034-75902000000100004
http://www.scielo.br/scielo.php?script=sci_arttext&pid=S0034-75902000000100004
http://www.scielo.br/scielo.php?script=sci_arttext&pid=S0034-75902000000100004
https://www.sciencedirect.com/science/article/pii/S0090261611000337
https://www.sciencedirect.com/science/article/pii/S0090261611000337
https://www.sciencedirect.com/science/article/pii/S0090261611000337
https://www.sciencedirect.com/science/article/pii/S0090261611000337
http://journals.sagepub.com/doi/abs/10.1177/0047287506291593
http://journals.sagepub.com/doi/abs/10.1177/0047287506291593
http://journals.sagepub.com/doi/abs/10.1177/0047287506291593
http://journals.sagepub.com/doi/abs/10.1177/1476127012460946
http://journals.sagepub.com/doi/abs/10.1177/1476127012460946
http://journals.sagepub.com/doi/abs/10.1177/1476127012460946
http://journals.sagepub.com/doi/abs/10.1177/1476127012460946
https://www.sciencedirect.com/science/article/pii/S0929119910000787
https://www.sciencedirect.com/science/article/pii/S0929119910000787
https://www.sciencedirect.com/science/article/pii/S0929119910000787
http://www.scielo.br/scielo.php?script=sci_arttext&pid=S0034-75902006000100007
http://www.scielo.br/scielo.php?script=sci_arttext&pid=S0034-75902006000100007
http://www.scielo.br/scielo.php?script=sci_arttext&pid=S0034-75902006000100007
http://psycnet.apa.org/record/1983-33726-001
http://psycnet.apa.org/record/1983-33726-001
http://psycnet.apa.org/record/1983-33726-001
http://psycnet.apa.org/record/1983-33726-001
https://www.sciencedirect.com/science/article/pii/S0090261611000404
https://www.sciencedirect.com/science/article/pii/S0090261611000404
https://www.sciencedirect.com/science/article/pii/S0090261611000404
https://projecteuclid.org/euclid.aoms/1177705148
https://projecteuclid.org/euclid.aoms/1177705148
https://link.springer.com/article/10.1007/s10551-012-1400-9
https://link.springer.com/article/10.1007/s10551-012-1400-9
https://link.springer.com/article/10.1007/s10551-012-1400-9
https://www.sciencedirect.com/science/article/pii/S1048984312000690
https://www.sciencedirect.com/science/article/pii/S1048984312000690
https://www.sciencedirect.com/science/article/pii/S1048984312000690
https://www.sciencedirect.com/science/article/pii/S0048969711006462
https://www.sciencedirect.com/science/article/pii/S0048969711006462
https://www.sciencedirect.com/science/article/pii/S0048969711006462
https://www.sciencedirect.com/science/article/pii/S0048969711006462
http://onlinelibrary.wiley.com/doi/10.1002/hrm.20407/abstract
http://onlinelibrary.wiley.com/doi/10.1002/hrm.20407/abstract
http://onlinelibrary.wiley.com/doi/10.1002/hrm.20407/abstract
http://onlinelibrary.wiley.com/doi/10.1002/hrm.20407/abstract
http://psycnet.apa.org/record/1992-37237-001
http://psycnet.apa.org/record/1992-37237-001
http://psycnet.apa.org/record/1992-37237-001
https://www.jstor.org/stable/2109569?seq=1#page_scan_tab_contents
https://www.jstor.org/stable/2109569?seq=1#page_scan_tab_contents
https://www.jstor.org/stable/2109569?seq=1#page_scan_tab_contents
http://amj.aom.org/content/49/5/894.abstract
http://amj.aom.org/content/49/5/894.abstract
http://amj.aom.org/content/49/5/894.abstract
http://psycnet.apa.org/fulltext/1988-28102-001.html
http://psycnet.apa.org/fulltext/1988-28102-001.html
http://psycnet.apa.org/fulltext/1988-28102-001.html
http://journals.sagepub.com/doi/abs/10.1177/014920639101700406
http://journals.sagepub.com/doi/abs/10.1177/014920639101700406
http://journals.sagepub.com/doi/abs/10.1177/014920639101700406
http://journals.sagepub.com/doi/abs/10.1177/014920639101700406
https://www.jstor.org/stable/2392045?seq=1#page_scan_tab_contents
https://www.jstor.org/stable/2392045?seq=1#page_scan_tab_contents
https://www.jstor.org/stable/2392045?seq=1#page_scan_tab_contents
http://onlinelibrary.wiley.com/doi/10.1111/j.1744-6570.2005.655.x/full
http://onlinelibrary.wiley.com/doi/10.1111/j.1744-6570.2005.655.x/full
http://onlinelibrary.wiley.com/doi/10.1111/j.1744-6570.2005.655.x/full
http://onlinelibrary.wiley.com/doi/10.1111/j.1744-6570.2005.655.x/full
http://www.emeraldinsight.com/doi/full/10.1108/01409171111096441
http://www.emeraldinsight.com/doi/full/10.1108/01409171111096441
http://www.emeraldinsight.com/doi/full/10.1108/01409171111096441
https://www.sciencedirect.com/science/article/pii/S0263237310000502
https://www.sciencedirect.com/science/article/pii/S0263237310000502
https://www.sciencedirect.com/science/article/pii/S0263237310000502
https://www.sciencedirect.com/science/article/pii/S0263237310000502
https://www.sciencedirect.com/science/article/pii/S0277953610005824
https://www.sciencedirect.com/science/article/pii/S0277953610005824
https://www.sciencedirect.com/science/article/pii/S0277953610005824
http://onlinelibrary.wiley.com/doi/10.1111/j.1744-6570.1995.tb01785.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.1744-6570.1995.tb01785.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.1744-6570.1995.tb01785.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.1744-6570.1995.tb01785.x/abstract
https://www.sciencedirect.com/science/article/pii/S037722170400311X
https://www.sciencedirect.com/science/article/pii/S037722170400311X
https://www.sciencedirect.com/science/article/pii/S037722170400311X
https://www.inderscienceonline.com/doi/abs/10.1504/IJSSci.2008.01759
https://www.inderscienceonline.com/doi/abs/10.1504/IJSSci.2008.01759
https://www.inderscienceonline.com/doi/abs/10.1504/IJSSci.2008.01759
https://www.jstor.org/stable/1556389?seq=1#page_scan_tab_contents
https://www.jstor.org/stable/1556389?seq=1#page_scan_tab_contents
http://amj.aom.org/content/24/1/148.abstract
http://amj.aom.org/content/24/1/148.abstract
http://amj.aom.org/content/24/1/148.abstract

ARTICLES | DISMISSAL: IMPORTANT CRITERIA IN MANAGERIAL DECISION-MAKING

Fabricio Stocker | Eduardo Guedes Villar | Karina De Déa Roglio | Gustavo Abib

Tonelli, M. J. (2000). Demissdo: Causas, efeitos e alternativas para em-
presa e individuo. [Review of the book Demissdo: Causas, efeitos e
alternativas para empresa e individuo, of M. P. Caldas]. RAE-Revista
de Administrag¢do de Empresas, 40(4), 103-108.

Tsai, C. F., & Yen, Y. F. (2008). A model to explore the mystery between
organizations’ downsizing strategies and firm performance: Integrat-
ing the perspectives of organizational change, strategy and strate-
gic human resource management. Journal of Organizational Change
Management, 21(3), 367-384. d0i:10.1108/09534810810874831

Tylcsak, L. (1991). Downsizing without disaster: A thoughtful approach
to planned workforce reduction. Los Altos, CA: Crisp Publications.

Tzafrir, S. S., & Dolan, L. S. (2004). Trust ME: A scale for measuring em-
ployee managertrust. journal of Management Research, 2(2), 117-134.

Tzafrir, S. S., & Eitam-Meilik, M. (2005). The impact of downsizing on
trust and employee practices in high tech firms: A longitudinal anal-
ysis. The Journal of High Technology Management Research, 16(2),
193-207. doi:10.1016/].hitech.2005.10.008

Ulrich, D., Younger, J., & Brockbank, W. (2008). The twenty-first-centu-
ry HR organization. Human Resource Management, 47(4), 829-850.
doi:10.1002/hrm.20247

Uppal, N., Mishra, S. K., & Vohra, N. (2014). Prior related work experi-
ence and job performance: Role of personality. International Journal
of Selection and Assessment, 22(1), 39-51. doi:10.1111/ijsa.12055

Watrous, K. M., Huffman, A. H., & Pritchard, R. D. (2006). When cowork-
ers and managers quit: The effects of turnover and shared values on
performance. Journal of Business and Psychology, 21(1), 103-126.
doi:10.1007/510869-005-9021-2

Wiersema, M. (2002). Holes at the top. Why CEO firings backfire. Har-
vard Business Review, 80(12). Retrieved from https://hbr.org

Williams, C. R., & Livingstone, L. P. (1994). Another look at the relation-
ship between performance and voluntary turnover. Academy of Man-
agement Journal, 37(2), 269-298. doi:10.2307/256830

ISSN 0034-7590


http://rae.fgv.br/rae/vol40-num4-2000/demissao-causas-efeitos-alternativas-para-empresa-individuo
http://rae.fgv.br/rae/vol40-num4-2000/demissao-causas-efeitos-alternativas-para-empresa-individuo
http://rae.fgv.br/rae/vol40-num4-2000/demissao-causas-efeitos-alternativas-para-empresa-individuo
http://rae.fgv.br/rae/vol40-num4-2000/demissao-causas-efeitos-alternativas-para-empresa-individuo
http://www.emeraldinsight.com/doi/full/10.1108/09534810810874831
http://www.emeraldinsight.com/doi/full/10.1108/09534810810874831
http://www.emeraldinsight.com/doi/full/10.1108/09534810810874831
http://www.emeraldinsight.com/doi/full/10.1108/09534810810874831
http://www.emeraldinsight.com/doi/full/10.1108/09534810810874831
http://www.macrothink.org/journal/index.php/jmr
http://www.macrothink.org/journal/index.php/jmr
https://www.sciencedirect.com/science/article/pii/S1047831005000209
https://www.sciencedirect.com/science/article/pii/S1047831005000209
https://www.sciencedirect.com/science/article/pii/S1047831005000209
https://www.sciencedirect.com/science/article/pii/S1047831005000209
http://onlinelibrary.wiley.com/doi/10.1002/hrm.20247/abstract
http://onlinelibrary.wiley.com/doi/10.1002/hrm.20247/abstract
http://onlinelibrary.wiley.com/doi/10.1002/hrm.20247/abstract
http://onlinelibrary.wiley.com/doi/10.1111/ijsa.12055/abstract
http://onlinelibrary.wiley.com/doi/10.1111/ijsa.12055/abstract
http://onlinelibrary.wiley.com/doi/10.1111/ijsa.12055/abstract
https://link.springer.com/article/10.1007/s10869-005-9021-2
https://link.springer.com/article/10.1007/s10869-005-9021-2
https://link.springer.com/article/10.1007/s10869-005-9021-2
https://link.springer.com/article/10.1007/s10869-005-9021-2
http://amj.aom.org/content/37/2/269.abstract
http://amj.aom.org/content/37/2/269.abstract
http://amj.aom.org/content/37/2/269.abstract

RAE-Revista de Administracdo de Empresas (Journal of Business Management)

FERNANDO CAIO GALDI
fernando.galdi@fucape.br
ORCID: 0000-0001-6231-0010

ARTHUR MARTINS GONCALVES
arthgonc@gmail.com
ORCID: 0000-0003-2380-9809

Fundagao Instituto Capixaba
de Pesquisa em Contabilidade,
Economia e Finangas, Vitoria,
ES, Brazil

ARTICLES

Submitted 09.19.2016. Approved 08.14.2017
Evaluated through a double-blind review process. Guest scientific editor: Wesley Mendes-da-Silva

Translated version

DOI: http://dx.doi.org/10.1590/S0034-759020180203

PESSIMISM AND UNCERTAINTY OF THE
NEWS AND INVESTOR BEHAVIOR IN BRAZIL

Pessimismo e incerteza das noticias e o comportamento dos investidores no Brasil

Pesimismo e incertidumbre de las noticias y comportamiento de los inversores
en Brasil

ABSTRACT

How investors impound qualitative information released by the media into prices, especially in a less efficient
market such as Brazil, helps understand the types of news most sensitive to investors. This study investigates
the relationship between the content of the daily editions of specialized financial media in Brazil, captured
by a metric of textual tone, and returns and volatility of market indexes. Our database contains 1,237 daily
editions of the newspaper “Valor Econémico,” between 01/02/2012 and 12/30/2016. The results indicate that
the market put more weight on the words “uncertainty” and “negative” in the news. “Uncertainty” has negative
relation to current market-returns and weak evidence that news with “negative” terms have positive associa-
tions with current market-volatility. The evidences obtained point to the existence of informative content in the
news published by specialized media in Brazil, especially with the words “negative” and “uncertainty.”
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RESUMO

Investidores formam suas expectativas sobre os fluxos de caixa futuros das empresas considerando as informa-
¢bes quantitativas e qualitativas a que tém acesso. O entendimento de como os pre¢os de mercado incorporam
as informagdes qualitativas divulgadas pela midia, especialmente em um mercado com menor nivel de eficién-
cia como o Brasil, ajuda na compreensdo de quais tipos de noticia mais sensibilizam os investidores. Nesse
contexto, este trabalho estuda a relagdo entre o teor das edi¢cbes didrias da midia financeira especializada no
Brasil, capturado por uma métrica de tom textual, e a rentabilidade e volatilidade dos indices de mercado. A
base de dados estudada contém 1.237 edigbes didrias do jornal Valor Econémico, compreendendo o periodo
entre 2/1/2012 e 30/12/2016. Os resultados indicam que o mercado avalia com maior peso palavras de incer-
teza e negativas divulgadas nas noticias. A aparigdo de termos do tipo “incerteza” tem rela¢do negativa com
a rentabilidade, e hd indicios mais fracos de que termos relacionados a palavras “negativas” tém associagcdo
positiva com a sua volatilidade. Tomadas em conjunto, as evidéncias obtidas neste estudo apontam para a
existéncia de contedido informativo nas noticias veiculadas pela midia especializada no Brasil, especialmente
noticias com palavras “negativas” e de “incerteza”.

PALAVRAS-CHAVE [ Andlise de sentimento, andlise textual, midia financeira, Brasil, mercado eficiente.

RESUMEN

Los inversores forman sus expectativas sobre los flujos de caja futuros de las empresas, considerando la
informacién cuantitativa y cualitativa a la que tienen acceso. La comprension de como los precios de mercado
incorporan las informaciones cualitativas divulgadas por los medios, especialmente en un mercado con menor
nivel de eficiencia como Brasil, ayuda a la comprension de qué tipos de noticias mds sensibilizan a los inver-
sores. En este contexto, este trabajo estudia la relacién entre el tenor de las ediciones diarias de los medios de
comunicacién financieros especializados en Brasil, capturado por una métrica de tono textual, y la rentabilidad
y volatilidad de los indices de mercado. La base de datos estudiada contiene 1.237 ediciones diarias del perié-
dico “Valor Econémico”, que comprenden el periodo del 02/01/2012 al 30/12/2016. Los resultados indican
que el mercado evaliia con mayor peso palabras de incertidumbre y negatividad divulgadas en las noticias.
La aparicién de términos como “incertidumbre” tiene una relacién negativa con la rentabilidad, y hay indicios
mds débiles de que las palabras “negativas” tienen una asociacion positiva con la volatilidad. Las evidencias
obtenidas en este estudio muestran la existencia de contenido informativo en las noticias difundidas por los
medios especializados en Brasil, especialmente noticias con palabras “negativas”y de “incertidumbre”.

PALABRAS CLAVE | Andlisis de sentimiento, andlisis textual, medios de comunicacién financieros, Brasil, mer-
cado eficiente.

130 © RAE | Sdo Paulo | 58(2) | March-April 2018 | 130-148 ISSN 0034-7590



ARTICLES | PESSIMISM AND UNCERTAINTY IN THE NEWS AND INVESTOR BEHAVIOR IN BRAZIL

Fernando Caio Galdi | Arthur Martins Gongalves

INTRODUCTION

Specialized media is an important data source for companies,
especially those involved in the capital market, where regulations
require that information be disclosed to investors equitably.
The association between published reports (journalistic texts,
financial blog reviews, posts in social media, rumors, etc.)
and market behavior became the subject of study for several
researchers, including, Antweiler and Frank (2004), who related
financial blog reviews to the return of certain stocks; Tetlock
(2007), Tetlock, Saar-Tsechansky, and Mackskassy (2008), Fang
and Peress (2009) and Chen et al. (2011), who studied the
relationship between journalism and the profitability of certain
companies; Porshnev, Redkin, and Shevchenko (2013) and Bogle
and Potter (2015), who discussed the possibility of predicting the
market based on the tone of Twitter posts; Rogers, Skinner, and
Zechman (2015), who evaluated if the way in which news stories
are spread by the media affects the response of asset prices;
and Bushman, Williams, and Wittenberg-Moerman (2016), who
investigated whether media coverage of a borrower influences
syndicated loans.

In this context, this study investigates if it is possible
to identify any relationship (positive or negative) between
profitability and market volatility indices (Sao Paulo State Stock
Exchange - Ibovespa - and Brazil Broad-Based Index - IBrA) and
positive or negative content (referred to as “tone”) extracted
from reports published by primary news sources that specialize
in economic issues in Brazil.

The database used to formulate the main variables of this
research was the daily edition available on the Valor Econémico
website, which is the largest specialized newspaper in Brazil.
This was the only vehicle of communication used for this research
because after Brasil Econémico stopped circulating their print
versions in 2015, Valor Econémico remains the only player in the
market and the only source that generates information on the
economy, finance, and markets in Brazil on a daily basis. According
to data from the Brazilian Association of Newspapers (ANJ, 2017),
in 2015, the average daily circulation of Valor Econémico was 41,431
copies. Asample containing all the editorial sections was included,
as wellas a sub-sample, called a filtered sample, considering only
the following sections: Brazil, Politics, International, and Finance.
Both samples were extracted over a full five-year period, from 2012
to 2016. A computational method called sentiment analysis (or
opinion mining), which extracts the opinion of a text (Liu & Zhang,
2012), was used to process the database.

The sentiment analysis was performed using an algorithm
that, along with word dictionaries, processed the daily editions,

transforming textual information into quantitative data. This made
it possible to quantitatively evaluate the tone of news stories
and perform statistical analysis. The algorithm and dictionaries
were based on the equivalents developed by Pagliarussi, Aguiar,
and Galdi (2016).

The results indicated a negative association between
returns on the day that an edition of Valor Econémico is put into
circulation (print or online) and a higher number of terms denoting
uncertainty in the said edition. In addition, weaker evidence
showed a positive relation between news with a negative tone
and the increase of volatility of Ibovespa.

Itis necessary to understand that this study contributed to
the literature of the country in both Finance and Accounting, as
thisis a widely researched subject internationally and is gaining
popularity in Brazil. Moreover, combining sentiment analysis
with machine learning algorithms can help the investor and/
or regulators predict market behavior (Cambria, 2016; Tripathy,
Agrawal, & Rath, 2016).

THEORETICAL FRAMEWORK

News and their influence in the market

The theory says that the value of a company should be equal
to the present value of their expected cash flow, considering
the appropriate cost of capital (Cochrane & Culp, 2003). The
projection of this cash flow is conditional on other sets of
information, such as a qualitative description of the business
environment of companies, their operations, and the prospects
presented by the financial press (Tetlock et al., 2008). The
literature shows ample evidence that specialized financial
media discloses information relevant to capital and credit market
participants. This is in addition to the information provided
by market analysts and annual reports (Bushman et al., 2016;
Tetlock et al., 2008).

Generally, new relevant information about a specific
company, industry or economy, may change the market’s
view of implied risk and expected financial profitability.
Consequently, the market may rebalance the value of these
companies owing to their new expectation of financial returns
(Tetlock et al., 2008).

As most market investors and participants have access to
the media, they could predict changes in the projected cash flow
based on the tone of collected information (for instance, positive
or negative news about a company, industry, or economy, in
particular). This would result in the valuation or devaluation of a
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company (stock), and therefore, the exchange of equity holding
of companies compromised by others with better performance
(Mitra & Mitra, 2011). In this way, considering the market as an
aggregate, it is expected that the tone of the news on a given
day be associated with the performance and volatility of market
indices.

Sentiment analysis

Evaluating the influence of investor sentiment in making decisions
goes backto early studies in the 1980s, when economists began
using psychological tools to explain investor behavior (Boussaidi,
2013). Barberis, Shleifer, and Vishny (1998) were the first to model
investor sentiment to show the formation of beliefs based on
psychological evidence and extreme reactions (overreactions
or underreactions). Such research was characterized within the
field of Behavioral Finance.

As such, the sentiment analysis used in this study
is different, as it can be defined as a computational study of
opinions, evaluations, attitudes and emotions directed toward
entities, individuals, editions, events, as well as topics and their
attributes (Liu & Zhang, 2012).

For an average human being, it is a difficult task to follow
and read the available news in the vehicles of information (i.e.
specialized media, blogs, forums, social networks, etc.). In
addition, given the amount of published information, news will
not always be easily decoded (understood) by the reader, which
further complicates the decision-making process (Liu & Zhang,
2012).

Furthermore, usually, people tend to pay more attention to
information and opinions that go against their own preferences
(Liu & Zhang, 2012).

Therefore, a big advantage of using computational methods
is the ability to process large volumes of text very fast, yielding
consistent results, and mitigating the effect of bias by individual
opinions and predilections (Liu & Zhang, 2012).

Previous studies

Antweiler and Frank (2004) affirmed that messages about the
financial market in forums influence its behavior. While studying
the effect of more than 1.5 million messages posted on Yahoo!
Finance and the Raging Bull about 45 companies belonging to
the Dow Jones Industrial Average and Dow Jones Internet Index,
they verified that the tone of the comments helps predict market

volatility. Their results showed that the impact of the messages
over the stock returns was statistically relevant, despite being
economically small.

Tetlock (2007) evaluated the interaction between the media
and the stock market by measuring the tone of The Wall Street
Journal column “Abreast of the market” from 1984 to 1999. This
column discusses the reasons for the market’s behavior on the
previous day, and includes predictions by analysts. The author
found evidence indicating that high levels of pessimism predicted
a negative effect on stock prices, while average, high, and low
levels of pessimism predict a high volume of negotiations. He
also suggested that low profitability in the financial market leads
to increasing pessimistic news.

Tetlock et al. (2008) expanded the analysis by Tetlock
(2007), measuring not only the tone of a column, but also the
entirety of The Wall Street Journal and the Dow Jones News Service
from 1980 to 2004. They followed stock returns and investigated
whether a higher number of negative words could be used to
increase the expectancy of future cash flows. The results found
that a higher number of negative words in specific news relating
to the firm predicted low financial results, especially if the news
were related to the company’s financial structure (Tetlock et al.,
2008).

Fang and Peress (2009) begin with the hypothesis that
media influences stock profitability, even when it conveys
incoherent or exaggerated information. They measured the
relationship between media coverage and stock returns, and
found that stock in companies that are not frequently mentioned
by vehicles of information tend to have higher returns than their
counterparts.

Chen et al. (2011), in a similar study as Fang and Peress
(2009), used the hypothesis that the media can bring new
information to the market. They observed The Wall Street
Journal’s coverage of companies listed on the S&P 500 Index
before the disclosure of financial reports, and the behavior of
stocks in terms of their profitability. They argued that the greater
the media coverage on a company, the lower the chance of their
stocks obtaining abnormal gains, which leads to a smaller earning
response coefficient (ERC).

Loughran and McDonald (2011) presented a new
methodology to analyze text. They argued that the use of
dictionaries produced in other fields, such as psychology,
incorrectly classified the tone of financial texts. The authors
developed a new word list (Fin-Neg), using texts from the field
of Finance, and concluded that about three quarters of words
classified as negative by the Harvard Psychosocial Dictionary did
not receive the same classification in the new word list.
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They also proposed using a mathematical equation that not
only takes into account the frequency of words in texts, but also
measures their weight (term weighting: w,;, in line with equation
1 (Loughran & McDonald, 2011; Pagliarussi et al., 2016).

(1+log(tfiz)
= { 1+10i(a/) lo og @ Zf tfw =1 )
Wi 0  Otherwise

Where,
tfw. = Total occurrences of the word 7in a document j;
a,= Proportion of words counted in a document 7;
N =Total number of documents in the sample;

df, = Total number of documents with at least once
occurrence of the word 1.

The argument is that words that appear very frequently
in the text do not necessarily provide more information than
others that appear less frequently. One of the functions of the
algorithm in Equation 1 is to decrease the importance of these
terms (Loughran & McDonald, 2011).

Pagliarussi et al. (2016) used sentiment analysis to extract
opinions from management reports of certain Brazilian companies
from 1997 to 2009, and relate them to their abnormal returns,
abnormal volume of business, and their stock price volatility. The
authors did not find evidence indicating that the management
reports influenced business in the stock market. The authors
also developed an algorithm to analyze texts using the formula
by Loughran and McDonald (2011) and created Portuguese word
dictionaries that they think could be used for any text in the field
of Finance.

The dictionaries built by Pagliarussi et al. (2016) are broad
and consider some relevant points in adapting to the Portuguese
language. Specifically, Pagliarussi et al. (2016) commented:

With the final list containing 22,879 distinct
words, we proceeded with their classification as
positive, negative, contentious, uncertainty relat-
ed and modal. Some words can be classified in
two or more categories (Loughran and McDonald,
2011). So, the uncertainty-related words list might
contain words also occurring in the list of negative
words. Another point mentioned by the authors

is that when including a word in the list of neg-
ative words, for example, consideration should
also be given to the inclusion of its variants. We
considered these issues in examining the words
contained in the dictionary before closing the lists.
The list of negative words contained 1,080 words,

LY 9 6 9«

endividar”, “impacto”,

9 &

such as “crise,
perder
English, “crisis”, “debt”,

”

risco”,

LT

“limitado”, reduzir” and “prejuizo” (in
impact”,

reduce” and “loss”). In addition to

T ”

risk”, “limit-
ed”, “lose”,
the negative word list, we also classified words
into four other categories: positive, litigious, un-
certainty and modal. The list of positive words in-
cluded 701 words. Positive words are usually ex-
pected to have little impact to evaluate a text’s
tone (Loughran and McDonald, 2011). Many of
the apparently positive words have their classi-
fication jeopardized by ambiguity, since they fre-
quently occur in a context of negation (“did not
improve”), although it is more difficult to convey
positive news using negation of negative words
(“did not worsen”). The list of uncertainty-relat-
ed words included 170 words, such as “assum-

r”, “variacdes”, “especulagdo”,
“imaginava”, “instabilidade” and “volatilidade”
(in English, “to assume”, “variations”, “specu-

” ”

eventualidade”,

lation”, “eventuality”, “imagined”, “instability”
and “volatility”). Words sought in this case are
those usually employed in scenarios of uncer-
tainty and risk. As in Loughran and McDonald’s
study (2011), some words from the uncertainty-re-

&

instabil-

AT

lated words list, such as “volatilidade”,
idade” and “risco” (in English, “volatility”,
bility” and “risk™), are also present in the list of

insta-

negative words. The litigious words list contained
492 words, such as “anula¢do”, “contesta¢do”,
“investigacdo”, “legalidade”, “legitimar”, “proces-
sual”, “recorrer” and “suborno” (in English, “an
nulment”, “defense”, “investigation”, “legali-
procedural”, “appeal” and
“bribery”). Finally, building of the modal word list
took into consideration words that express de-

”

ty”, “to legitimize”,

grees of certainty or obligation. Examples of mod-
alwords are “possivel”, “provavel”, “improvavel”,
“necessario”, “talvez”, “deve”, “claramente”,

” &

and “compulsério”, (“possible”, “likely”, “unlike-

ly”,

9 6 9 6 ”

necessary”, “maybe”, “ought”, “clearly” and
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“compulsory”). The modal list contained 81 words.
We prepared the lists out of a corpus that includes
an excess of 8 million words occurring in texts di-
rected primarily to the stakeholders of the Brazil-
ian capital market. (p.57)

Even in Brazil, Nascimento, Osiek, and Xexéo (2015) used
sentiment analysis to investigate the reaction of the population
to news published by the media, and capture the reactions to
comments posted on the social network Twitter.

METHODOLOGY

Data collection and treatment

Three computational programs were used to collect and treat the
data. The first two, developed in Java, download the daily editions
of the Valor Econémico newspaper (just the free part) from their
website. The third was developed in Python by Pagliarussi et al.
(2016), and was used to perform the sentiment analysis of the
files produced by the first two.

The sample period extended from January 2, 2012 to December
30, 2016, due to the availability of the Valor Econémico newspaper
on the website. Days on which the newspaper did not circulate oron
which BM&FBovespa was not open were excluded from the database.
Consequently, the sample consisted of 1,237 daily editions of the
newspaper disseminated in both print and electronic media, from
which the tones of the news stories were extracted.

The editorial sections of the newspaper, which were
considered in the full sample of the news database, are Brazil,
Politics, Finance, Companies, Agribusinesses, International,
Opinion, Legislation, Careers, Culture, and Style. In addition,
a sub-sample was considered, called a filtered edition, from
which the sections that are not primarily related to the
development of Brazilian capital markets were removed. The
subsample with the filtered edition was composed considering
the following sections: Brazil, Politics, International, and
Finance.

Every edition is saved in a .txt format file named by
the year, month, and day of release (for example, “20120307.
txt” for complete editions and “20120307-BPIF.txt” for filtered
editions.) This approach was chosen because it would optimize
data organization.

With respect to the first two algorithms, Exhibits 1 and 2
provide an example of their functionality. The following news
report was taken from the May 15, 2013 edition of the Valor
Econdémico newspaper.

Exhibit 1.First news report from the 5/15/2013 edition
(complete edition)

Auctions attract investments of RS 7 billion in petroleum

The planned investments of the companies that yesterday
purchased exploratory areas for petroleum and gas are
estimated at R$ 7 billion. The 11th ANP bidding round, scheduled
to end today, concluded in a single day and warranted strong
government commemoration.

Source: Valor Econémico (2013).
Note: Text originally written in Portuguese.

In the generated file (“20130515.txt”), presented in the
following image, the text in Figure 1 is transformed into:

Exhibit 2. Part of the text in the file “20130515.txt”

Auctions attract investments of R$ 7 billion in petroleum.

The planned investments of the companies that yesterday
purchased exploratory areas for petroleum and gas are
estimated at R$ 7 billion. The 11 ANP bidding round, scheduled
to end today, concluded in a single day and warranted strong
government commemoration.

Source: Valor Econémico (2013).
Note: Text originally written in Portuguese.

Comparing both images it can be observed in Exhibit 2
that all special characters or those with accents were removed or
replaced with their non-accented counterparts. For example: “a”
was replaced with “a”, “€” with “e”, and “¢” with “c”. Meanwhile,

“2” was eliminated, and so on.

These replacements became necessary owing to compatibility
issues with the compiler (Python) used. When these characters were
present, the algorithm did not identify the words that they contained,
indicating that they were missing from the sentiment analysis process.
This would generate incorrect values for the primary variables. The
same error was also reported by Pagliarussi et al. (2016).

The controlvariables used are the three factors provided by
Fama and French (1993): Small Minus Big (SMB) and High Minus
Low (HML), with Market Factor (market risk subtracted from a risk-
free interest state) excluded, given that the dependent variable is
directly related to market risk. Factors provided by Carhart (1997)
and Amihud (2002) were also included: Winners Minus Losers
(WML) and Illiquid Minus Liquid (IML), respectively.

The Bovespa and IBrA indices were chosen for the dependent
variables. This choice is because the first is the most used in Brazil
and that the second has the largest number of companies.

To illustrate, Table 1 presents a brief comparison of the
two indexes.
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Table 1. Comparison of Ibovespa and IBrA Operationalization of the Loughran and
[ . McDonald (2011) equation
Number of 59 115 To simplify the construction of the tone variables, we present an
companies
operationalization of the calculations in this section.
I?SLZLEZE 10 55.14% 49.37% In the following example, a dictionary of negative words
was used that contains just the terms “mensalao” (a neologism
Igtnilpzztizg 20 75.04% 67.83% roughly meaning “large monthly payments,” which is linked to
a vote-buying scandal in Brazil) and “loss” (as neither of these
Greatest .
p;:?icei;ation ITUB4 11.29% ITUB4 10.02% words have accents and when used, the Python version 2.7 does
not identify them, excluding them from the analysis. This process
Second greatest BBDC o BBDC 00% .
participation 4 7.99% 4 7.09% was used in all analyses).
: Exhibits 3, 4, and 5 show portions of the June 11, 12, and
Third greatest ABEV 19 ABEV 6.40% L . X
participation 3 7-31% 3 4970 13 editions, respectively, from 2012. Only a small portion of these

Source: Adapted from BM&FBovespa Ibovespa (2015a); BM&FBovespa IBrA newspapers was used, as the ﬁgures would otherwise be very

(2015b, 2015¢). long without affecting the mathematical analysis.

Exhibit 3. Part of file 20120611.txt

Brazil Congress Candidates use CPl against opponents in municipal elections. A coincidence in timing has encouraged politicians to use
research to try to weaken opposing political groups. Revenue for a bad mayor. We can rule out bad mayoral candidates by seeing if they
discuss topics fundamental to the city or if they avoid them. A 2014 dispute is motivating Alckmin and Kassab to search for allies for Serra.
Current alliance is circumstantial and does not rule out confrontation between the two in the next elections. PT chooses name for vice of
Lacerda. Tucano launches candidacy to the City of Rio. International Energy USA buys less petroleum abroad. Country reduces dependency

on imported petroleum, thanks to an increase in domestic production, more efficient engines, and the use of ethanol. Shorts Data dispels
pessimism over China. Numbers released over the weekend indicate a much stronger economy than what many in the market feared one week
ago. Parallel dollar out of control in Venezuela. Bolivar suffers record losses in the parallel market in Venezuela while individuals race due to
the shortage of American currency. March of anti-Chavez. Special Juncture Industrial production suffers but confidence improves in benefited
sectors. Clothing and footwear manufacturing still skates, but entrepreneurs report improved confidence after payroll tax relief. Country

needs to stimulate growth in the private sector, says Araujo valor.com.br. Arrogance reigns there as much as here. With a little tolerance, it is
possible to look upon our southern neighbors without preconceived notions or conservative biases. Flu vaccination slows and specialists are
already discussing the anticipation of campaigns. Flu vaccine delivery delayed and governments and experts anticipate upcoming vaccination
campaigns. Infrastructure Public investment in transportation in 2012 is not jumping off the page.

Source: Valor Econémico (2012).

Note: Text originally written in Portuguese.

Exhibit 4. Part of file 20120612.txt

Some exchange any gift for a ride on wheels alongside the half-face. On Valentine’s Day, we tell stories with a happy ending and hide those

that are not publishable. Brazil Congress Ruralistas defend Mendes Ribeiro. Minister has been stripped of authorization by the president in
negotiations relating to the Forest Code. Curtas Dirceu waiting for Armageddon 4. On the eve of the trial of the mensalao defendants, former
minister calls on students for the “final battle.” Federal pact commission maintains unanimity requirement in Confaz. Group of 14 experts called
on by the president of the Senate, Jose Sarney, also favors the adoption of the IPCA for the indexation of state debts valor.com.br Commission will
investigate Pimentel’s use of plane. Committee decided to deepen investigations of consulting services provided by the ministry. Elections Freixo
launches with appeal for a “Rio de Janeiro” spring. 1 PSOL candidate has the support of artists and composers, like Caetano Veloso and Chico
Buarque. Truth Commission endorses calling agents of the dictatorship. Regional Truth Commissions will be allowed to call alleged torturers by
the national body. At stake is information that can be used to sell advertising on mobile devices. Aviation TAM stock fell by 2.09% on the eve of
the creation of Latam. Brazilian airline closes capital today and the Chilean Lan will negotiate BDRs on the BM&FBovespa. Europeans must have
losses of 1.1 billion US dollars. Airlines offer iPads to passengers to reduce costs. Arezzo shoes starts expanding a more expensive brand. Schutz
franchise project allows a looser gross margin to higher-end stores. Health Sabara must replicate AACD model. Eduardo Carneiro, from the Sabara
hospital, calculates that in 2014, it will reach a balance. Vapza Foods reduces package and attracts women.

Source: Valor Econémico (2012).

Note: Text originally written in Portuguese.
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Figure 5. Part of file 20120613.txt

Sentencing for the mensalao is still delayed. None of the 38 accused in the mensalao will be arrested in the Federal Supreme Court decision,
scheduled to begin on August 1, and unlikely to end before September. Brazil Government CGU prohibits Delta from closing new contracts.
Company inequity, decided by CGU, extends to states and municipalities. The historical crossroads of the mensalao 6. The trial decided

not only the future of the 38 accused, but also the route or path that Brazil will take. Perillo's testimony should lead CPI to back off from

its breach of secrecy. PT and PSDB deny non-aggression agreement in relation to their governors. Cachoeira got a vote for habeas corpus.
Chamber approves MP that simplifies PAC biddings. A new kind of European union. If it seems unlikely that current policies work, | suggest

a combination of two ideas: insurance-based bonds and adjustment-based bonds. Judiciary Resources may take mensalao to 2013.In a
process marked by uncertainty, the only certainty is that no one will go to jail due to the Supreme Court case. Ayres Britto denies pressure

on STF. Companies Oil Comgas will be BG's client in the presal. Comgas will be able to buy the British part of the gas produced in the Lula
field. Featured Bankruptcy motion Accounting Brazil sends more resources to the IFRS. Endowment increases 16%, but the contribution of the
country to the foundation that governs international accounting is still small. Stock offer Facebook investor sues stock market.

Source: Valor Econémico (2012).
Note: Text originally written in Portuguese.

Using the formula proposed by Loughran and McDonald
(2011) presented in Equation 1to complete the sentiment analysis
of the texts contained in the boxes above yields:

In Exhibit 1, neither of the two words was found; therefore,
the result is obtained according to the equations below:

0(A) Q)

wloss, 20120611

=0(B) ®

wm@malao, 20120611

Meanwhile, in Figure 2, both words appear once in the
text; solving the equation for this case yields:

For the calculation of the word “loss,” the values are as
follows:

tflas& 0120612 1 (There is just one occurrence in document

20120612);
N=3 (Document total, three newspapers);
dfzm: 1 (Only occurs in one document).

Calculating ;.

— mc
A 20120612 — "t ©

Where:

nc = Sum of occurrences of words “loss” and

“mensaldo”

nt= Sum of a single presence of each dictionary word in
the document analyzed.

2
Q20120612 — 5 — 1 (D)

Improving on the explanation of the calculation ofa]., in Exhibit

= »

2, both the words “mensaldo” and “loss” appear once, making
equation D the result of this analysis. If, for example, “mensalao”
were to have occurred twice, and “loss” just once, then the new
Value Ofa201206]2 iS a/2()12()6]2

Exhibit 5, it is possible to find the word “mensaldo”

= 1.5 because nc = 3 while nt = 2. For
four times,

while “loss” does not appear. In this way, the result of a is

20120612

4 _
Qo063 — 1T — 4 (]

Replacing the values in equation (1)

__ (+mm(@) , 3 ®
Wioss, 20120612 — (13m(1) T
) n3 ©)

loss, 20120612

w =1.098612289 H)

loss, 20120612

For the calculation of the word “mensaldo,” the values
are as follows:

tfmemm soiz0612 — 1 (There is just one occurrence in

document 20120612);

N =3 (Document total, three newspapers);
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dfmmm 120612 2 (Occurs in two documents, 20120612 The value found in equation K is the weight of the words
and 20120613). (for the dictionary of negative words used in this example) for
the day of June 12, 2012.
Qoensatao, 20120612 — 1 (Result of equation D) Finally, in Exhibit 3, the word “loss” does not occur, making
the result Wyoee 20120612 0. In this case, “mensalao” appears four
Again, substituting the values in equation (1) times. The calculation in this case is as follows:
_ (1+4m(@) 3 — _ _ _
Wmensalao, 20120612 — 11m(1)). l’n? 0] f, mensalao, 20120612 b Woprosrs= B N30 Af o= 2
Replacing these values in equation (1)
W, satan, 20120612 — 0 1.5 0 ()
_ (1+In(4 3
W mensalao, 20120612 — (1+1n(4)) ln ) ()
wmensalaa. 20120612: ln 0 405465 (K)
. . wmensalan, 20120612 =inl5 )
Summing the two values yields
_ = (0)
wloss, 20120612+ W, ensalao, 20120612 In 1.504077 © wmmalaﬂr 20120612 0.405465 ©

The value determined in equation M is the value of the weight of negative words on the day of June 13, 2013.
To calculate the weight of each word in the sample presented in Exhibits 1, 2, and 3, all of the w,  must be summed for “loss

and “mensaldo.” The equations for P and Q simplify as

+w +w =1.504077 ()

wluss. 20120611 loss, 20120612 loss, 20120613

=1.81093 @

wmensulao, 20120611 + w'mensalaa, 20120612 + wmensalao, 20120613

Econometric models

The dependent variables are ibov, ibra, ibov_vol, and ibra_vol. These represent the daily profitability (equations 4 and 12) and
volatilities (equations 6 and 13) of Ibovespa and IBrA, respectively.

The independent variables are the weight of the negative, positive, litigious, uncertain, and modal (primary variables) words
(term weighting) and SMB, HML, WML, IML, and riskfree (control variables). In addition, SMB_vol, HML_vol, WML_vol, IML_vol,
and riskfree_vol, which are the respective volatilities of the control variables, were added when the dependent variables were the
volatility of both the indices.

Equations 2 and 3 represent the econometric models in which the dependent variables are related to the Bovespa Index.

thov =, + B, negatives +f3, positives +p, litigious +f, uncertainty +p, modals +f, SMB +f, HML + p,
WMLAB, IML + 8, riskfree + u @

thov_vol=p, + B1 negatives + 8, positives + B, litigious + B, uncertainty + . modals + ., SMB + . HML
+ B WML + B, IML + B, riskfree + B, SMB_vol + 8, HML _vol + f8,, WML _vol + f3,, IML_vol + j,, (3)
riskfree_vol +u
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In which: In which:

ibov, = In2— (4) n = Number of days (ex: n = 60, value used in this work).

< = A given day, begins on ¢ and goes until ¢t — 59 (ex: ¢t =
In which August 1, 2013, t —1 =July 31, 2013, t —2 =July 30, 2013, ...,, ¢
—59 = May 8, 2013).
t = A date (business day), ranges from January 2, 2012 to

December 30, 2014. x,=Value ofibovt on a given date (ex:ibovmmg/gm =1.86%).

B, = Closing value of the Bovespa Index for a given day T =Mean value ofibovt within a certain period ¢ until ¢t —
(ex.: Bm/ﬂg/w = 49.140). 59 (60 business days).

B,_,=Closing value of the Bovespa Index on the preceding The methodology used to calculate the variables SMB_
day¢ (ex.:Bﬂ/m/jg = 48.234). With respect to the volatility (zbov_ vol, HML_vol, WML_vol, IML_vol, and riskfree_vol was the same
voll), the formula is as follows: as applied to obtain the result for ibov_vol, changing, evidently,

the values for ibov in x, and z forthe respective values of SMB,

tbov_volt = (5) HML, WML, IML, and riskfree.

Similarly to Equations 2 and 3, Equations 6 and 7 now have a dependent variable related to the IBrA.

ibra = B, + f, negatives + B, positives + litigious + f, uncertainty + . modals + f, SMB + , HML + j3,
WMLAB, IML+ B, riskfree + u ©)

tbra_vol = f,+ B, megatives + B, positives + B, litigious + 8, uncertainty + B, modals + B, SMB + f8,
HML + B, WMLAB, IML + j,, riskfree + B, SMB_vol + B,, HML_vol + B,, WML _vol + f,, IML_vol + j,, @)
riskfree_vol +u

Where
ibra_vol, = \/nil Zi:t (z;—x)* )]
ibra, = In4 ®
In which:
In which: n = Number of days (ex: n = 60, value used in this work).
t = A date (business day), ranges from January 2, 2012 to 7 = A given day, begins on ¢t and goes until t — 59 (ex: ¢t =
December 30, 2014. August 1, 2013,¢t — 1 =July 31, 2013,t — 2 =7/30/2013, ...,, ¢

— 59 = May 8, 2013).
A, = Closing value of the IBrA for a given day ¢.
x, = Value of tbra, on a given date (ex: tbra

01/08/2013 =
A,_, = Closing value of the IBrA before day (t — 1) 1,84%).
With respect to the volatility (ibm_volt), the formula is T = Mean value of tbra, within a certain period ¢ until ¢ —
as follows: 59 (60 business days).

138 © RAE | Sdo Paulo | 58(2) | March-April 2018 | 130-148 ISSN 0034-7590



ARTICLES | PESSIMISM AND UNCERTAINTY IN THE NEWS AND INVESTOR BEHAVIOR IN BRAZIL

Fernando Caio Galdi | Arthur Martins Gongalves

The daily Ibovespa closing values (used in B and B_)) were
extracted from the database of the Institute for Applied Economic
Research (IpeaData, 2015), while those for IBrA (referred in 4 and

A,_)) were retrieved from the BM&FBovespa database.

The variables SMB, HML, WML, IML, and riskfree were
obtained from the website of the Center for Financial Economic
Research (Nefin), connected to the Economics Department of the
School of Economics, Business Administration, and Accounting
of the University of Sao Paulo.

In all the econometric models, the applied method to
estimate the parameters was that of ordinary least squares (OLS),
using fixed effects for year and cluster-robust standard errors.

Hypothesis and expected behavior

From the econometric equations presented in the previous section
(profitability: Equations 2 and 6; and volatility: Equations 3 and
7), the tested variables are the weight of the negative; positive;
litigious; uncertainty; and modal words (primary variables). Thus,
using “negative” as an example, the hypothesis is that if 5, is equal
to zero, it means that the “negative” variable does not affect what
returns, this possibly being, ibov, ibov_vol, ibra, and ibra_vol.
Otherwise, it would not be possible to discard “negatives” from
the previously mentioned equations. The same example works with

”

the variables “positives”,

”

uncertainty”, “litigious”, and “modals”;
however, changing the value of Beta (f) for its respective value.

Staying with the primary variables, “negatives” have
negative signs in Equations 2 and 6 (related to daily profitability
of the indices), and positive signs in Equations 3 and 7 (related
to volatility). The opposite effect is expected for the “positives”
or rather, positive signs in Equations 2 and 6 and negatives in
Equations 3 and 7 (Tetlock, 2007; Tetlock et al., 2008).

Like the “negative” variable, the “uncertain” and “litigious”
onesyield a lower profitability (negative sign) in Equations 2 and
6, and positive in Equations 3 and 7. It is believed that a greater
weight of these words in newspapers increases uncertainty about
the direction the market will take.

Finally, there are no expectations on “modals” with respect
to signs of profitability and volatility.

RESULTS
Word analysis (term weighting)

Table 2 shows the most heavily weighted words within the
sample of collected newspapers. When comparing the results in

the two tables, there is significant difference between the most

heavily weighted words in both cases. For instance, the word

“development,” which belongs to the positive category, was the
most weighted (significant) in Table 2 for both every individual

year and all the years pooled together. Nonetheless, in Table

3, this word was not among the top five of the most significant

words, in any case.
Another interesting example is the word “mensaldo,”
which belongs to the negative category. Returning to the tables,

“mensaldo” was the most heavily weighted word in 2012, with a
weight equal to 99.78, according to Table 2. However, in Table 3,
forthe same year, “mensaldo” appeared in the second position,
with a higher weight equal to 103.85. Respectively, “mensalao”
appeared 313 times in the sample that contained all the editions
and 255 times in the sample with filtered editions.

The difference between the results above can be explained
by how Equation (1), used in the algorithm by Pagliarussi et al.

(2016), treats the data.

Descriptive statistics

Table 3 displays descriptive statistics of the main variables for
the complete and filtered editions, respectively. For the complete
editions, the negative words (in average) were weighted more,
followed by the positive and litigious words. Words in the modal
and uncertainty category exhibited the lowest values, respectively.

A similar situation occurs in the case of the filtered editions.
However, these showed lower average, median, maximum, and
minimum values. Besides, the standard deviation also presented
lower values. The lower number of words within that sample
explains this outcome.

Similarly to the study by Davolos, Rogers, Silva, and Oliveira
(2013), to contribute to the understanding of the obtained results,
Table 4 shows the main news published in Valor Econémico over
24 days with the highest returns and 24 days with the lowest
returns in Ibovespa, in the analyzed period. In Panel A, on the
days with the highest returns, reports with a positive tone, of a
political nature, and relating to great impacts on the economy
dominate the news. Similarly, Panel B is dominated by economic
and political news with a negative tone.

Regression analysis

Table 5 displays the results of the estimations from Equation 2
and 6. The dependent variables are: “ibov” and “ibra,” which are
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the daily profitability of the Bovespa Index and IBrA, and “ibov_vol” and “ibra_vol,” which represent the volatility of both indices
calculated over a period of 60 days.

To organize the table better, it was decided to differentiate between the dependent variables of the sample composed of all

the editions and the sub-sample, in which only the following sections were analyzed, Brazil, Politics, International, and Finance.
The results show that the weight of words with “uncertainty” tone is statistically relevant in explaining Ibovespa returns
when all editions are considered, as well as Ibovespa and IBrA returns when only the filtered editions are considered. Words with a

“Negative,” “Positive,” and “Modal” tone were not significant in any of the equations.

Table 2.Term weighting

All editions Filtered editions
loss 468.17 crisis 468.21
discount 454.96 inflation 467.42
Negatives deficit 444.88 deficit 460.46
low 432.67 risk 447.71
cut 431.63 reduction 445.41
development 434.53 growth 484.31
grew 422.64 investments 480.18
Positives invests 421.81 investment 472.50
trust 417.36 grow 454.24
gain 417.03 trust 393.26
judicial 434.78 resources 471.03
law £431.58 disputes 446.57
Litigious contract 429.32 fiscal 444.62
contracts 424.17 rules 427.87
creditors 420.01 law £406.82
risks 447.18 wait 459.93
expectation 438.80 risk 449.52
Uncertainty possible 430.78 expectation 397.10
expectations 423.16 risks 377.11
tendency 417.41 expectations 350.87
high 336.89 less 415.24
little 328.24 smaller 413.83
Modals large 322.16 strong 407.08
majority 321.18 large (pl.) 370.45
greater 314.71 little 354.36
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Table 3. Descriptive statistics

Negatives Positives Uncertainty Litigious Modals

Mean 59.381 33.807 14.576 24.317 6.853

Median 39.015 23.753 15.683 20.963 5.093

Complete editions Maximum 107.302 69.974 34.512 58.325 22.062
Minimum 15.418 8.815 1.909 3.145 0.486

Standard deviation 13.988 10.603 5.711 9.001 3.157

Mean 37.334 18.835 9.199 14.017 6.066

Median 24.620 15.317 5.048 11.821 3.282

Filtered editions Maximum 81.015 55.908 30.563 49.683 25.578
Minimum 10.229 0.000 0.000 0.000 0.000

Standard deviation 11.288 8.147 5.118 7.736 3.613

Table 4. Main news stories published on the days that Ibovespa fluctuated the most between January 2012
and December 2016

Panel A. Most positive returns over the period and the news of the day

Date Ibovespa % day News

Abstentions should reach record level in the 2nd round
Oct. 22, 2014 56,432.03 +7.75%

“Kit elections” still have speculative gains

Clip of Lula and Dilma plunges country into political chaos
Mar. 17, 2016 50,886.40 +6.66%

Federal Reserve cuts interest rate hike

Cunha must become defendant, but says that he will not resign
Mar. 3, 2016 47,288.28 +5.65%

Distant from PT, Dilma seeks to save mandate

Weak economy and strong dollar decrease profits
Nov. 21, 2014 56,055.06 +4.96%

Marina supports Aécio and cites “Letter to the Brazilians”

Government only agrees to linear increase to servant
Jul. 27, 2012 56,515.35 +4.70%

Credit grows and default retreats discretely

Accounting of interest and dollar already impacts balance sheets
Nov. 3, 2015 48,023.72 +4.65%

MP and PF open six fronts of investigation against Lula

Government plans to raise taxes next year
Aug. 24, 2015 44,312.77 +4.63%

Midsize bank profit down 43%

Continue
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Table 4.Main news stories published on the days that Ibovespa fluctuated the most between January 2012
and December 2016

Panel A. Most positive returns over the period and the news of the day

Date Ibovespa % day News
Votes maintain PT-PSDB polarization
Oct. 6, 2014 57,013.57 +4.57%
Performance of Aécio Neves should boost the market
Oil field concessions will be extended
Jan. 29, 2016 40,263.28 +4.53%
Petrobras wants to pull out of various areas
Lula makes three nominations for Fazenda
Oct. 28, 2014 52,294.96 +4.42%
Companies request definitions from Dilma
Renegotiation of state debts raises deficit
Feb. 22, 2016 43,304.60 +4.18%
Commodity manufacturers drop GDP
Government wants to change law to intervene in Oi
Nov. 7, 2016 64,092.86 +4.16%
FBI files new case against Hillary
Interest should continue rising
Oct. 31, 2014 54,666.09 +4.14%
Vale loss of R$ 3 bn surprises
Renan ignores Maranhdo and continues with the impeachment
May 10, 2016 53,051.05 +4.08%
BC president loses minister status
Recession spreads and threatens country
Mar. 4, 2016 49,168.99 +3.98%
Accusation of Delcidio encourages supporters of impeachment
Chamber Commission approves opening impeachment
Apr. 12, 2016 52,068.20 +3.94%
Market already indicates change of government
CGU sees irregularities in FGTS applications
May 21, 2012 56,583.31 +3.83%
Dividend already yields more than real interest
2012 concessions will demand investments of R$ 9o bn
Jan. 3, 2012 59,224.75 +3.82%
Exports feel the weight of the crisis
Impeachment in the hands of the opposition
Dec. 9, 2015 46,082.81 +3.82%
Commodity decline deepens
Measure broad power of BC and CVM to investigate and punish
Oct. 2, 2015 47,012.50 +3.80%
Petrobras investment halves

Continue
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Table 4.Main news stories published on the days that Ibovespa fluctuated the most between January 2012
and December 2016

Panel A. Most positive returns over the period and the news of the day

Date Ibovespa % day News

Russia crisis presses emerging markets

Dec. 17, 2014 48,722.59 +3.67%
For Levy, fiscal adjustment even more urgent
Government will propose the return of the CPMF to cover gap
Aug. 27, 2015 47,689.07 +3.60%
Entrepreneur listens to Dilma and presses Levy
Industry should have a “slack” in costs of 20% in 2013
Jan. 2, 2013 62,761.20 +3.55%
Economists predict GDP above 3%
Deceleration is good for China and the world
Sep. 13, 2012 61,979.58 +3.45%

Companies default at record pace

Panel B. Most negative returns over the period and the news of the day

Date Ibovespa % News

Decay of petroleum puts an end to gasoline lag

Oct. 15, 2014 56,134.11 -3.18%

Dilma could veto new exonerations

Crisis tends to slow recovery for 2013
May 17, 2012 54,022.06 -3.28%

Greek banks lose credit and deposits

Electricity companies push to define contracts
Jul. 10, 2012 53,581.92 -3.31%

Ibama speeds up licenses for petroleum and gas

Decay of petroleum threatens Petrobras investments
Oct. 16, 2014 54,270.88 -3.32%

Deceleration crashes markets around the world

Lack of water becomes a risk factor for credit
Dec. 8, 2014 50,246.99 -3.35%

Government predicts burden increase in LDO

Whistleblowers revealed tipping scheme at Petrobras
Oct. 10, 2014 55,317.26 -3.41%

Equating debt is the main objective of Oi

Fraga suggests a longer deadline to the goal of 4.5%
Jun. 10, 2016 49,337.70 -3.42%

Accusations to mark US election

Bad mood hits market and mega-deal is canceled
Jun. 19, 2013 47,742.76 3.44%

Fed victims spend a day hoping

Banks intensify the increase in tariffs
May 14, 2012 57,411.51 -3.50%

Unpredictable performance of fixed income

Continue

143 © RAE | Sdo Paulo | 58(2) | March-April 2018 | 130-148 ISSN 0034-7590



ARTICLES | PESSIMISM AND UNCERTAINTY IN THE NEWS AND INVESTOR BEHAVIOR IN BRAZIL

Fernando Caio Galdi | Arthur Martins Gongalves

Table 4.Main news stories published on the days that Ibovespa fluctuated the most between January 2012

and December 2016 Conclusion

Panel B. Most negative returns over the period and the news of the day

Date Ibovespa % News
Business profit expected to fall 10% in the 3rd quarter
Oct. 21, 2014 52,373.42 -3.50%
Fundos try to attract resources abroad
CEO of Petrobras says he warned Graca about abuse
Dec. 12, 2014 48,012.83 -3.55%
Electricity bill increases the January IPCA
Judge passes Moro's arrest warrant and Lula will be minister
Mar. 15, 2016 47,098.11 -3.59%
Congress discusses how to remove Dilma
Business debts grow 24%
Apr. 4, 2016 48,746.98 -3.61%
The results of the developers are falling
Dilma, re-elected, promises dialogue
Oct. 27, 2014 50,083.17 -3.63%
Tight win keeps Lula under the spotlight
Government employee earns up to 200% more than a private one
Sep. 9, 2016 57,952.98 -3.70%
Grows reaction to the increase in servers
By decree, BNDES helps in surplus
Jul. 2, 2013 45,244.99 -4.13%
Dilma denies ministerial reform
Agreements to reduce wages and work hours progress
Oct. 13, 2015 47,346.20 -4.19%
Cornered, Cunha dispatches impeachment today
“Trump Effect” increases the value of the dollar and generates turbulence
Nov. 11, 2016 58,827.82 -4.21%
China resumes offensive for TPP without United States
Economy melts and pressure grows due to interest cuts
Dec. 1, 2016 59,466.33 -4.23%
States may win ‘recovery law’
Brazilian bonds pay high interest and see attraction
Feb. 2, 2016 38,770.10 -4.27%
Steel crisis
Levy wants new business financing model
Dec. 1, 2014 52,218.40 -4.43%
Remains to pay already exceed investment forecast
Government starts siege on employment fraud
Sep. 29, 2014 54,599.67 “4.57%
BC resists transaction between BTG and Nacional
Market reflects progress of Dilma
Oct. 24, 2014 51,968.04 -7.91%
Whistleblower also cites corruption at Eletrobras
Janot asks 184 years in prison for Cunha
Aug. 21, 2015 42,352.03 -9.09%
Fear will break out of government articulation
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Table 5. Relationship between news tone and return

Complete editions

Filtered editions

Ibov Ibra lbov Ibra
0.0000274 0.0000334 0.0000325 0.0000471
Negative
(-0.99) (-1.11) (-1.29) (-1.78)
0.00000981 0.000011 0.0000337 0.0000391
Positive
(-0.55) (-0.62) (-1.99) (-1.75)
-0.0000951** -0.0000545 -0.0000801* -0.0000774*
Uncertainty
(-3.51) (-1.83) (-2.52) (-2.43)
0.0000435 0.0000482 -0.0000142 -0.00000187
Litigious
(-1.34) (-1.34) (-0.37) (-0.04)
0.000119 0.000132 -0.0000605 -0.0000659
Modal
(-1.3) (-1.76) (-0.63) (-0.73)
0.324* 0.195 0.321* 0.192
SMB
(-2.54) (-1.23) (-2.51) (-1.21)
0.590** 0.505** 0.584** 0.499**
HML
(-3.90) (-3.04) (-3.85) (-3.00)
-0.357*%* -0.258* -0.357** -0.256*
WML
(-3.74) (-2.43) (:3.76) (-2.43)
-1.205%** -0.963** -1.203%** -0.961**
IML
(-6.48) (-4.26) (-6.35) (-4.18)
1.691 -1.628 0.438 -2.618
Riskfree
(-0.21) (-0.17) (-0.05) (-0.26)
-0.00313 -0.00239 -0.000468 0.000542
Constant
(-0.69) (-0.48) (-0.09) (-0.10)
Fixed year effect yes yes yes yes
N 1237 1237 1237 1237
R? 0.496 0.436 0.494 0.434

Note: Coefficients in the first row and p-value statistics in parentheses in the second row of each variable (a<10%*, a<5%**, a<1%***).
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Generally, the control variables, SMB, HML, and WML and riskfree are statistically significant, demonstrating the estimation
adequacy of the four-factor model by Fama and French (1993).

Table 6 shows the results for the estimates of Equations 3 and 7. These data display less robust evidence and demonstrate
that only words with a negative tone in the sub-sample show a positive association with the volatility of Ibovespa. This result, not
entirely as expected based on international literature (Tetlock, 2007; Tetlock et al., 2008), can be explained by the high volatility of

the Brazilian market when compared to the volatility of the North American market.

Table 6.Relationship between news tone and volatility

Complete editions

Filtered editions

Vol Ibov Vol Ibra Vol Ibov Vol Ibra
0.00000926 0.00000441 0.0000160** 0.00000815
Negative
(-1.59) (-0.92) (-2.99) (-1.10)
0.0000016 0.00000124 -0.00000547 -0.00000639
Positive
(-0.26) (-0.24) (-0.72) (-0.90)
0.00000504 0.00000892 -0.0000104 -0.00000177
Uncertainty
(-0.99) (-1.63) (-1.82) (-0.25)
0.00000551 0.00000737 0.00000116 0.00000374
Litigious
(-0.62) (-0.83) (-0.09) (-0.28)
-0.0000169 -0.00000986 0.00000021 -0.00000071
Modal
(-1.28) (-1.38) (-0.02) (-0.08)
-0.958 -0.948 -0.958 -0.945
SMB_vol
(-1.20) (-1.30) (-1.21) (-1.32)
0.418 0.766** 0.422 0.774**
HML_vol
(-1.26) (3.77) (-1.28) (-3.86)
0.384 0.182 0.381 0.177
WML_vol
(-2.05) (-1.34) (-2.05) (-1.31)
1.783* 1.416 1.783* 1.414
IML_vol
(-2.14) (-1.70) (-2.16) (-1.72)
284.0** 164.5** 284.2** 163.2**
Riskfree_vol
(-3.18) (-2.82) (-3.18) (-2.83)
0.000519 0.000306 0.000824 0.000623
Constant
(-0.20) (-0.13) (-0.32) (-0.27)
Fixed year effect yes yes yes yes
N 1237 1237 1237 1237
R2 0.496 0.436 0.494 0.434

Note: Coefficients in the first row and p-value statistics in parentheses in the second row of each variable (a<10%*, a<5%**, a<1%***).
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FINAL CONSIDERATIONS

The objective of this work was to apply the sentiment analysis
technique to daily editions of the Valor Econdmico newspaper, to
investigate the existence of a relationship between profitability
and the volatility of Ibovespa and IBrA and the tone of news
published by daily, printed media, specializing in Economy and
Finance in the Brazilian market.

There is some discrepancy in “negative” terms, between
the values found on this study and those in the literature. It was
expected that, in line with Tetlock (2007) and Tetlock et al. (2008),
a higher number of negative terms would lead to unfavorable
effects on profitability (decreasing) and volatility (increasing).
This was the case in the Brazilian market, but only for volatility
and with weaker evidence. On the other hand, as expected from
the evidence in the North American market, the terms classified
under “uncertainty” showed a negative association with daily
profitability in both Ibovespa and IBrA

From the dictionaries used in this study, words classified
under “negative” and “uncertainty” were relevant, in contrast
with words with a “positive,” “litigious,” and “modal” tone. In
this sense, a greater number of these terms in the daily edition
of Valor Econémico could have consequences associated
with market profitability and/or volatility. In other words, the
evidence indicates that the market accords greater weight to
words published by the specialized media that are negative or
convey uncertainty.

This study aims to contribute to the research on the impacts
of qualitative information from textual analysis within Brazil.

The evidence obtained from this study points to the
relevance of the specialized media in Brazil, and to the existence
of informative content in published news. The results can
motivate capital market participants to use this method, along
with others such as machine learning, to predict the behavior
of variables in the market (Cambria, 2016; Tripathy et al., 2016).
Additionally, investors can benefit from the results of this study,
as a relationship is evident between the tones extracted from
published news in the specialized media in Brazil and stock
profitability and/or volatility during the day of the analysis.

This study has some limitations. Note that it investigates
a relationship between weight/tone of words and the market
as a whole (using the Bovespa Indices and Brazil Broad-Based
Index). Therefore, a single negative news story, forinstance, about
a company with a great deal of weight on the aforementioned
indices could elicit strong movements in profitability and/or
volatility. However, if there were a potential market prediction

based on these models, the effect would not be felt.

Future studies can attempt to directly establish the
relationship between the tone of specific news stories about a
company and stock returns and volatility. Moreover, they can
adopt other vehicles of financial communication (for instance,
Bloomberg, Google Finance, etc.), as well as information from
social networks, such as Twitter or Facebook. They may also
consider option developing word dictionaries to perform the
textual analysis. Finally, the use of machine learning methods to
create prediction techniques for market or company indicators is
suggested. Therefore, a broad spectrum of research on the topic
of this study is evident.
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BARRIERS TO GREEN SUPPLY CHAIN
MANAGEMENT IN THE AUTOMOTIVE INDUSTRY

Barreiras a gestdao da cadeia de suprimentos verde na indistria automotiva

Barreras a la gestion de la cadena de suministro verde en la industria automotriz

ABSTRACT

This study identified the barriers to Green Supply Chain Management (GSCM) and analyzed their degree
of influence from the perspective of a first-tier supplier in the Brazilian automotive industry. The lite-
rature indicates a total of 43 barriers, of which 13 were validated in the following areas: support and
involvement (five), operational performance (three), economic performance (two), environmental per-
formance (two), and knowledge and information (one). The validation was based on the perception
of technical and academic specialists familiar with environmental and supply chain management in
various sectors. The hierarchy of the barriers by priority was obtained using the Analytic Hierarchy Pro-
cess (AHP) method, with decision makers representing an industry in the automotive sector. The study
showed that cost implications are the most influential barrier to GSCM from the perspective of a first-tier
supplierin the sector.

KEYWORDS | Green supply chain management, barriers, automotive industry, content validation, analytic
hierarchy process.

RESUMO

Este estudo identificou as barreiras e analisou seu grau de influéncia na Gestdo da Cadeia de Supri-
mentos Verde (GCSV), de acordo com a perspectiva de um fornecedor de primeira camada da inddstria
automotiva brasileira. Foram encontradas 43 barreiras na literatura especializada, e 13 validadas: apoio
e envolvimento (cinco), desempenho operacional (trés), desempenho econémico (duas), desempenho
ambiental (duas), conhecimento e informagdo (uma). A validagdo ocorreu por meio da percepcdo de
especialistas técnicos e académicos com familiaridade nos temas gestdo ambiental e cadeia de supri-
mentos de diversos setores. A hierarquia das prioridades das barreiras foi obtida por meio da aplicacdo
do método Analytic Hierarchy Process (Andlise Hierdrquica do Processo [AHP]), tendo como decisores
representantes de uma industria do setor automotivo. A pesquisa mostrou que as implicacées de custo
representam a barreira mais influente d GCSV, do ponto de vista de um fornecedor de primeira camada
do setor estudado.

PALAVRAS-CHAVE | Gestdo da cadeia de suprimentos verde, barreiras, industria automotiva, valida¢do
de conteldo, andlise hierdrquica do processo.

RESUMEN

Este estudio identificé las barreras a la Gestion de la Cadena de Suministro Verde (GCSV) y analizé su grado
de influencia, de acuerdo con la perspectiva de un proveedor de primer nivel (tier 1) de la industria automo-
triz brasilefia. De las 43 barreras encontradas en la literatura, se han validado trece: apoyo e implicacién
(cinco), desempeifio operacional (tres), desempefio econémico (dos), desempefio ambiental (dos), y cono-
cimiento e informacion (una). La validacion ocurrié por medio de la percepcion de especialistas técnicos y
académicos familiarizados con los temas gestion ambiental y cadenas de suministro de diversos sectores.
La jerarquia de las prioridades de las barreras se realizo a través de la aplicacién del Proceso litico Jerdr-
quico (Analytic Hierarchy Process [AHP]), y los decisores fueron representantes de una industria del sector
automotriz. La investigacién mostré que las implicaciones de costo representan la barrera mds influyente
en la GCSV, desde el punto de vista de un proveedor de primer nivel del sector estudiado.

PALABRAS CLAVE | Gestion de la cadena de suministro verde, barreras, industria automotriz, validacion
de contenido, proceso analitico jerdrquico.
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INTRODUCTION

The automotive sector supply chain involves several supply
levels and feature disparities among companies according to
their position. This imbalance in the supply chain introduces
critical aspects in terms of the economic, environmental, and
operational performance of the upstream players in which most of
the companies are constituted by small and medium enterprises,
and small family business. Nonetheless, these are not isolated
phenomena because such aspects affect every relationship along
the chain (Zhu, Sarkis, & Geng, 2005).

The effects of such disparities tend to form a barrier to the
implementation of supply chain management, which involves
the introduction of instruments to adapt the processes and
products to the environmental protection guidelines called Green
Supply Chain Management (GSCM) practices, which include eco-
design, recycling, remanufacturing, green purchasing, life-cycle
evaluation, and reverse logistics (Leigh & Li, 2014; Srivastava,
2007).

Because different organizations interact in a supply
chain, and it is impossible to eliminate all the barriers to GSCM
simultaneously, the players in the chain tend to hierarchize
the barriers and overcome them in according to their priorities
(Govindan, Mathiyazhagan, Kannan, & Haq, 2014). Therefore,
the objective of this study is to identify the barriers to GSCM
and analyze their degree of influence from the perspective of
a first-tier supplier in the Brazilian automotive industry. The
remainder of this paper is structured into five sections. The next
section discusses our theoretical framework, and the succeeding
one presents the methodology used. A characterization of the
researched economic sector is next discussed, with the second-
to-last section presents our results. The final section presents
the considerations and implications of the study.

THEORETICAL FRAMEWORK
Green Supply Chain Management (GSCM)

A supply chain involves several activities. It can be understood
as a set of at least three entities directly involved in the upward
and downward flow of products, services, financial resources
and/orinformation, thatis, from the raw material provider all the
way to the customer. These include planning and control of all
operations involving the supply, purchases, distribution logistics,
and production of goods, from the extraction of raw material to
the post-use disposal of the product (Seuring & Miiller, 2008;
Shibao, 2011).

GSCM integrates all the environmental considerations into
supply chain management, including product design, outsourcing
services, manufacturing processes, and delivery of the final
product to consumers as well as product management at the
life-cycle end (Srivastava, 2007). In terms of limitations, besides
the integration of manufacturing processes and distribution, the
control of GSCM ranges from the design to the product disposal
stage (Sarkis, Zhu, & Lai, 2011).

GSCM activities are known by different names, including
green operations; environmental practices, initiatives, or
capabilities; and GSCM competencies, strategies, approaches,
or tools (Jabbour, Arantes, & Jabbour, 2013; Srivastava, 2007).
This study uses the term “GSCM practices” as defined by Vachon
and Klassen (2006). Note that the literature presents studies
related to different kinds of GSCM practices, and there is not a
general agreement among authors on a unique model. However,
the research converges when dealing with management activities
relating to suppliers, product design, manufacturing, and reverse
logistics (Jabbour et al., 2013).

Several aspects of GSCM require further clarification,
including the imbalance between internal and external practices,
the conflicting results of GSCM practices, and differing economic
performance (Zhu et al., 2005). In fact, the lack of strong evidence
to link GSCM implementation with an increase in any type of
environmental, economic, or operational development represents
a barrier to GSCM, as pointed out by Zhu et al. (2005).

Barriers to GSCM implementation

While there are several driving forces that lead organizations
toward the implementation of GSCM and contribute to corporate
sustainability, some factors challenge the efforts of companies
to adopt environmentally sustainable practices, implying that
the implementation of GSCM is a complex and wide-ranging task
(Giunipero, Hooker, & Denslow, 2012; Haq & Mathiyazhagan, 2013).

The factors that oppose or create barriers to the
implementation of GSCM are classified in different ways in the
literature, as will be shown later.

METHODOLOGY

This study is categorized as applied and exploratory, and
investigates the issue in the Brazilian context, implying that
the study’s findings can be applied to resolve specific problems
(Prodanov & Freitas, 2013). This study was carried out in three
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phases using a mixed method to extract and combine the
strengths of qualitative and quantitative strategies to better
understand the research problems (Creswell, 2010). The first
phase of the study reviews the related literature, while the next
two phases focus on exploring the environmental factors in
order to define and identify the barriers to GSCM (Martins &
Thedphilo, 2009).

Phase 1: This phase first reviews the SciELO and Spell
databases from 1999 to 2015 and the Scopus database from 1999

to 2014 extensively and systematically. The search terms used
for the field titles, abstracts, and keywords consisted of two sets

9 ¢ ”

of words: (a) “barriers” “obstacles” “difficulties” “impediment”
and “impracticable” and (b) “green supply chain management”
and “environmental management in the supply chain”.

The barriers to GSCM implementation extracted from the
research papers that meet the selection criteria were classified
under categories based on other studies, as detailed in Exhibit

1 below.

Exhibit 1. Criteria for classifying the barriers to GSCM

Classification e . . Studies that used the same
Class Justification for adoption .
type classification
Govindan et al. (2014);
. L L . Mathiyazhagan, Govindan, Nooru
Economic Priority for organizations and one of the main reasons for .
. . . . ) Hag and Geng, (2013); Muduli,
performance implementing GSCM practices (Zhu, Sarkis, & Lai, 2012) .
Govindan, Barve, and Geng,
(2013); Balasubramanian (2012)
Environmental | Management of environmental aspects of an organization affects and Balasubramanian (2012),
performance is affected by various stakeholders (ABNT, 2004, 2005) Mathiyazhagan et al. (2013)
Govindan et al. (2014);
Extent of . . . . . .
interaction Operational GSCM practices influence the technical and technological processes of | Mathiyazhagan et al.
with GSCM performance organizations (Zhu, Sarkis, & Lai, 2007). (2013); Muduli et al. (2013);
Balasubramanian (2012)
Knowledge Skills and competences promote transformations in the organizational Govindan et al. (2014); Muduli,
and environment, and these are transmitted to the environment through et al., (2013); Balasubramanian
information multiple channels of interaction (World Economic Forum, 2013; Lee, 2015) (2012)
The competitiveness of companies depends on the relationships
Support and maintained with their suppliers, and aspects such as interaction, Govindan et al. (2014);
involvement commitment, trust, and reciprocity are fundamental requirements for Balasubramanian (2012)
GSCM (Chan, He, Chan, & Wang, 2012; Lee, 2015)
It refers to the posture of resistance, passivity, reactivity, or inactivity
Attitudinal in relation to the environment, skepticism in relation to the benefits
itudi
derived from GSCM practices (Kasim & Ismail, 2012; Mathiyazhagan,
Govindan, & Nooru Haq, 2014)
R Related to the unavailability of human capital, as well as tangible and
esources
Nature intangible means to operationalize GSCM practices (Giunipero et al., 2012) Perron (2005)
. It refers to the restricted access to information or difficulty in
Information . X . .
interpreting and understanding the data (Daily & Huang, 2001)
. Corresponds to the commitment of the processes due to lack of
Technique .
method or procedure (Barve & Muduli, 2013)
Int | Involves internal stakeholders, resources, and actions under the
nterna ; .
control of a single organization (Perron, 2005; Zhu, Sarkis, & Lai, 2012) Balasubramanian, (2012);
Scope Walker & Jones (2012); Zhu et
External It covers the decisions of several players in the chain (Perron, 2005; al. (2012).
Zhu et al., 2012)
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Given the complex and subjective character of the barriers to GSCM implementation, their categorization was based on the

similarity among their definitions, as in Balasubramanian (2012) and Haq and Mathiyazhagan (2013). In addition, from the plurality

of the concepts and purposes of this study, the barriers to GSCM it was assumed simultaneously to have an internal and external

scope and hold up to two different natures, as displayed in Exhibit 2.

Exhibit 2. List of barriers to GSCM

Barriers
"]
;; Description Nature Scope References
Al Zaabi, Al Dhaheri, and Diabat (2013); Drohomeretski, Costa,
and Lima (2014); Giunipero et al. (2012); Govindan et al.
(2014); Luthra, Kumar, Kumar, and Haleem (2011); Mehrabi,
B1 Cost implications Resources External Gharakhani, Jalalifar, and Rahmati (2012); Mollenkopf, Stolze,
Tate, and Ueltschy (2010); Muduli and Barve (2013); Muduli
et al. (2013); Solér, Bergstrom, and Shanahan, (2010); Walker
and Jones (2012); Wycherley (1999).
Mathiyazhagan, Govindan, Nooru Hag, and Geng (2013);
@ - Resources Mehrabi et al. (2012); Mudgal. Shankar, Talib, and Raj (2010);
E B2 Unavailability of cash flow attitudinal Internal Muduli and Barve (2013); Walker, Di Sisto, and Mcbain (2008);
E Walker and Jones (2012)
o
= L Barve and Muduli (2013); Govindan et al. (2014);
(]
o B3 H|gh investment and low Resources Internal Mathiyazhagan et al. (2013); Mollenkopf et al. (2010); Walker
L financial return
g and Jones (2012); Wycherley (1999).
S Unavailability of credit to Resources . .
o .
S B4 finance green initiatives attitudinal External | Govindan et al. (2014); Mathiyazhagan et al. (2013).
Bs High cost of ecological Resources External | AlZaabi et al. (2013); Walker et al. (2008).
packaging
B6 High cost of waste disposal Resources External Al Zaabi et al. (20_13); Govindan et al. (2014); Mathiyazhagan et
technique al. (2013); Muduli et al. (2013).
Lack of competitiveness of Bala, Mufioz, Rieradevall, and Ysern (2008); Bovell-Benjamin,
B7 oreanic rodpucts Resources External Hathorn, Ibrahim, Gichuhi, and Bromfield (2009); Kasim and
8 P Ismail (2012); Mosgaard, Riisgaard, and Huulgaard (2013).
Environmentally Al Zaabi et al. (2013); Barve and Muduli (2013); Giunipero et al.
B8 inappropriate strategic Attitudinal Internal (2012); Govindan et al. (2014); Mehrabi et al. (2012); Mudgal et
planning al. (2010); Walker et al. (2008).
Lack of metrics for internal . . .
Bog performance evaluation Information Internal Mathiyazhagan et al. (2013); Witczak et al. (2014).
Lack of metrics for Internal Al Zaabi et al. (2013); Bala et al. (2008); Govindan et al. (2014);
Bio | performance evaluation Information External Mathiyazhagan et al. (2013); Mollenkopf et al. (2010); Mudgal
° common to chain members etal. (2010).
(&)
s Corporate restrictions I Govindan et al. (2014); Mathiyazhagan et al. (2013); Mudgal et
© ’ ’
g Bu1 regarding the product Attitudinal Intenal al. (2010).
S Competition and Attitudinal Luthra et al. (2011); Mehrabi et al. (2012); Miao, Cai, and Xu
o B12 L . . External
= uncertainty in the market information (2012).
5 Govindan et al. (2014); Kasim and Ismail (2012);
E B1 Decrease in the efficiency Attitudinal Internal Mathiyazhagan et al. (2013); Mollenkopf et al. (2010); Muduli
k= 3 ofGscm External | and Barve (2013); Walker and Jones (2012); Witczak et al.
z (2014); Wycherley (1999).
w
B14 Inadeqyate R Attitudinal Internal Mehrabi et al. (2012); Walker et al. (2008).
regulation
B1s Belief n .the loss of Att|tud|n§l Internal Mehrabi et al. (2012); Walker et al. (2008).
competitive advantage information
. Attitudinal . .
B16 Fear of failure information Internal Govindan et al. (2014); Mathiyazhagan et al. (2013)

Continue

ISSN 0034-7590



ARTICLES | BARRIERS TO GREEN SUPPLY CHAIN MANAGEMENT IN THE AUTOMOTIVE INDUSTRY

Flavia Cristina da Silva | Fabio Ytoshi Shibao | José Carlos Barbieri | Andre Felipe Henriques Librantz | Mario Roberto dos Santos

Exhibit 2. List of barriers to GSCM

Barriers
[}
g Description Nature Scope References
Resistance to innovations Attitudinal Internal Barve and Muduli (2013); Govindan et al. (2014); Luthra et
B1y in technology, materials technique al. (2011); Mathiyazhagan et al. (2013); Mehrabi et al. (2012);
and processes q Muduli et al. (2013).
B18 Lack of implementation of Attitudinal Internal Luthra et al. (2011); Mudgal et al. (2010); Mehrabi et al. (2012);
green practices information External Muduli and Barve (2013)
2
© Disbeliefin the T
€
é B1g performance and quality of ?g;gﬁg;’:ﬁjn Intenal Bala et al. (2008); Mosgaard et al. (2013).
5 green products
(=X
g B20 | Lack of human resources Resources Internal Govindan et al. (2014); Mathiyazhagan et al. (2013); Muduli et
= al. (2013); Witczak et al. (2014).
g
8.
o Al Zaabi et al. (2013); Chen, Chen, Shen, Lo, and Chu (2014);
B21 Il-scilétoif;sriggi:;ee\gerse tA(;EI}:lrJ]?IEael lEr;ttirr:le Mathiyazhagan et al. (2013); Mudgal et al. (2010); Muduli et al.
g P q (2013); Sadrnia et al. (2013).
Baa lc‘gvn\: el(;?('ififg';'iin%ztitto Information Internal | AlZaabi et al. (2013); Govindan et al. (2014); Mathiyazhagan
d 1P P technique External | etal. (2013).
esign
Bo Internal communication Attitudinal Internal Govindan et al. (2014); Mathiyazhagan et al. (2013); Muduli
3 failures information and Barve (2013).
Lack ofimplementation of Information Internal . . .
B24 information technologies () | resources Al Zaabi et al. (2013); Luthra et al. (2011); Mudgal et al. (2010).
B> Poor quality of human Information Internal Barve and Muduli (2013); Luthra et al. (2011); Mathiyazhagan
5 | resources resources et al. (2013); Muduli and Barve (2013).
Govindan et al. (2014); Mathiyazhagan et al. (2013); Mehrabi
< B26 Lack of knowledge or Information Internal etal. (2012); Mosgaard et al. (2013); Muduli and Barve (2013);
= technique Muduli et al. (2013); Witczak et al. (2014); Thun and Muller
£ (2010); Walker and Jones (2012
£
o
S - Attitudinal Internal Al Zaabi et al. (2013); Govindan et al. (2014); Mathiyazhagan et
] B27 | Lackofstaff training information al. (2013); Mudgal et al. (2010).
&
o
= ifficulties in interpretin
z B Difficu P g Attitudinal Internal | AlZaabi et al. (2013); Giunipero et al. (2012); Solér et al.
c 28 | environmental and - .
™ - information (2010); Walker et al. (2008); Walker and Jones (2012).
sustainable concepts
B29 | Environmental Labeling ﬁ:gfnféqun Intemal Chen et al. (2014); Wycherley (1999).
Lack of information Attitudinal Govindan et al. (2014); Mollenkopf et al. (2010); Muduli
B3o | dissemination among information External and Barve (2013); Muduli et al. (2013); Solér et al. (2010);
chain members Wycherley (1999).
B31 I&[ngU|§t|c and cultural Attltudmgl External Setthasakko (2009); Walker and Jones (2012).
iversity information

Continue
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Exhibit 2. List of barriers to GSCM Conclusion
Barriers
[}
E Description Nature Scope References
Al Zaabi et al. (2013); Barve and Muduli (2013); Chen et
Lack of public policies al. (2014); Govindan et al. (2014); Kasim and Ismail (2012);
Bas | and fach))rable povernment Attitudinal External Luthra et al. (2011); Mathiyazhagan et al. (2013); Mehrabi et
3 reculations 8 al. (2012); Miao et al. (2012); Mosgaard et al. (2013); Mudgal
8 et al. (2010); Muduli and Barve (2013); Muduli et al. (2013);
Wycherley (1999).
Lack of corporate . . . .
B33 | socio-environmental Attitudinal Internal SIO\Elznodlaor;.esteatlt.h(;:;lﬁzéf\(/lza;gly)azhagan etal. (2013); Mudgal et
responsibility . ’ 9):
Lack of integration . e .
B34 between members of the Attitudinal External gztlrg)yazhagan etal. (2013); Miao et al. (2012); Mudgal et al.
chain ’
Al Zaabi et al. (2013); Barve and Muduli (2013); Giunipero
et al. (2012); Govindan et al. (2014); Luthra et al. (2011);
Lack of commitment by the I Mathiyazhagan et al. (2013); Mehrabi et al. (2012); Mudgal
B35 senior management Attitudinal Intenal et al. (2010); Muduli and Barve (2013); Muduli et al. (2013);
Setthasakko (2009); Walker et al. (2008); Walker and Jones
E (2012); Witczak et al. (2014).
£ Lack of commitment of Barve and Muduli (2013); Muduli and Barve (2013); Muduli et
—Z B36 emplovees Attitudinal Internal al. (2013); Thun and Muller (2010); Walker et al. (2008); Walker
B ploy and Jones (2012); Wycherley (1999).
© o .
§ B37 ;isﬁgig}:ﬁiﬁ::t'x;?ks Attitudinal External | Govindan et al. (2014); Mathiyazhagan et al. (2013).
S
S Drohomeretski et al. (2014); Govindan et al. (2014); Luthra
A Lack of supplier - et al. (2011); Mathiyazhagan et al. (2013); Miao et al. (2012);
(%] ’ ’ B
B38 commitment Attitudinal External Mollenkopf et al. (2010); Mudgal et al. (2010); Walker et al.
(2008); Walker and Jones (2012); Wycherley (1999).
Bala et al. (2008); Govindan et al. (2014); Kasim and Ismail
(2012); Luthra et al. (2011); Mathiyazhagan et al. (2013);
B39 | Lackof client commitment Attitudinal External | Mehrabi et al. (2012); Miao et al. (2012); Mosgaard et al.
(2013); Mudgal et al. (2010); Muduli et al. (2013); Solér et al.
(2010); Wycherley (1999).
B4o | Resistance to change Attitudinal Internal Barve and Muduli (3013); Mudgal et al. (2010); Mathiyazhagan
et al. (2013); Muduli et al. (2013).
Incompatibility of legal - . .
B41 requirements among Attitudinal Internal JG()I:ZISp(iI;())l'Z; al. (2012); Thun and Muller (2010); Walker and
countries ’
B42 aiﬁbngringgt?lzgﬂgin Attitudinal External | Balaetal. (2008); Thun and Muller (2010).
Bu3 é?aclfe?wgcjtgiratlon with Attitudinal External ?zaorl/:)and Muduli (2013); Mehrabi et al. (2012); Muduli et al.

Phase 2: The barriers to GSCM compiled from the literature
were presented as a questionnaire for validation by technical
experts and academics according to the following standards:

ln “

“essential” “useful, but not essential” and “not essential”.

The study used the LinkedIn network to look for
professionals having at least five years of experience in the area
of consulting and certification of environmental management
systems in small, medium, and large companies from at least

two different economic sectors.

The academics were selected from postgraduate
programs professors in Administration in the metropolitan area
of the Sdo Paulo city and certified by the National Association
of Post graduation and Research in Administration (ANPAD)
for student admission. The minimum criteria required for
the selection are a doctorate degree and specialization in
research fields related to environmental management and
supply chain. The other requirements are the same as for the
technical experts.
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The content validity method followed the criteria proposed
by Lawshe (1975), and reformulated by Ayre and Scally (2014); it
recommends calculating the content validity ratio (CVR) from the
number of experts evaluating the item as essential (ne) and the
total number of respondents (N), excluding those who abstained
from answering. Table 1 shows the CVR for some expert panels.

Table 1. Criteria for validating content

Proportion of  critico
Total number (Minimum
. agreement CVR
of experts in . number of
(Essential (Exact values) .
the panel . experts in
item)
agreement)
17 0.765 0.529 13
18 0.722 0.444 13
19 0.737 0.474 14
20 0.750 0.500 15
21 0.714 0.429 15

Source: Ayre and Scally (2014, p. 85).

Fifty-three technical experts and 21 academics were

contacted via email between August 24 and December 11, 2015.

From this group, 14 technical experts and 6 academics were

validated to participate, with response rates of 26.4% and 28.6%,

respectively. A panel of 20 members required the consensus of
at least 15 experts in order to validate each barrier to GSCM, as
illustrated in Table 1.

Figure 1. AHP decision model adopted in this work

Phase 3: The third and last phase of this research involved
comparing the results obtained in the previous phases with the
current position in the different departments of an organization.
The scope of this research was limited to the automotive sector
and defined, and, as a sample, to a first-tier supplier. This was
represented by up to three collaborators located in strategic
positions in different areas having direct contact with the players
of the supply chain, such as purchasing department managers,
logistics, quality, production, and development.

The study used the Analytic Hierarchy Process (AHP)
method to analyze the degree of influence of each barrierto GSCM,
following examples in the literature (Govindan et al., 2014; Salem,
Salman, Najafi, & Moawad, 2010); moreover, this is a general
theory of evaluation widely accepted by academics (Saaty &
Vargas, 2012). The AHP method is generally divided into three
stages: decomposition of the problem into a hierarchical structure
(with objective, criteria and sub-criteria, and alternatives),
construction of a comparison matrix between the criteria using
the Saaty importance scale, and calculation of the priority vector
(classification) for the alternatives (Saaty, 2008).

For the purpose of this study, this is the most suitable
method, because it can be implemented partially. This is
consistent with the model proposed in this work, which goes to
the third level, as shown in Figure 1. Furthermore, this method
can be easily developed in a spreadsheet, which would facilitate
interaction with the decision makers. Another advantage is that
the method allows a one-to-one comparison of the criteria, fora
more focused analysis.

=
2%
i . .
I Barriers hierarchy
ic O
ER
250m
z2Eg
ST — — -
S5 Criteria 1 Criteria 2 | Criteria 3 | | || Criterian |
[ =N
| B1.1 ” ” B1i.m ” B2.1 ” ” B2.m ” B3.1 ” ” B3.m ” “ B23.n “ “ B23.m |

Third level
Barrierss
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Since the AHP is an information and communication
tool, each index of the comparative scale is given a numerical
value: 1 for equal importance among the elements, 3 for a
moderate difference, 5 for a significant difference, 7 when
one element is much more important than the other, and 9
to show the extreme importance of one element over another.
The values 2, 4, 6, and 8 are intermediaries between two
decisions (Saaty, 2008).

Collective decisions arise from the combination of individual
preferences fora concise and explicit purpose (Gomes, Gomes, &
Almeida, 2009). From the different strategies documented in the
literature for group decision making, and following the example in
Aguardn, Escobar, and Moreno-Jiménez (2014), this study applied
the AHP method integrally to each decision maker, after which
the individual decisions were aggregated into a single decision
using the geometric mean, a technique known as aggregation of
individual priorities (AIP) (Costa & Belderrain, 2009; Cruz, 2011;
Lai, Wong, & Cheung, 2002; Saaty & Peniwati, 2013).

The decision makers analyzed the problem and expressed
their point of view and specific interests separately, and their
decisions were verified in terms of the acceptable inconsistency
patterns of the individual matrices, to obtain a consistency ratio
(CR) lower than 0.1 (Saaty & Peniwati, 2013). In order to obtain
a global picture of the difficulties faced by a given company,
no weight was attributed to the decision of each company
representative.

CONTEXTUALIZATION OF THE SUBJECT
OF STUDY

The Brazilian automotive industrial complex consisted of 624
auto part manufacturing companies, including representative
offices, and 31 vehicle, agricultural machinery, and road
machinery manufacturers (National Association of Motor
Vehicle Manufacturers [Anfavea], 2016). As in other sectors, the
automotive industry’s supply chain is organized in levels or
tiers; thatis, from the focal company—the assembler—toward
the upstream suppliers and downstream customers (Castro,
2005).

The component, module, or pre-assembled subsystem
suppliers are placed in the first upstream tier. Since these
products are directly incorporated into the assembler production
line, closerties allow the focal company to have control over the
consolidation of volumes and activities performed by the supplier.
This occurs whether it is allocated within its own infrastructure,
regardless of the assembler, the so-called single sourcing, or

inserted in a delivery zone on the assembly plant itself or attached
to it (Castro, 2005; Humphrey, Lecler, & Salerno, 2000; Martins,
Souza, & Serio, 2011; Pires, 1998; Pires & Sacomano Neto, 2010;
Salerno, Zilbovicius, Arbix, & Dias, 1998).

A certified environmental management system, waste
management, and the adoption of green buildings (Lopes,
Sacomano Neto, Silva, & Lopes, 2013; Pombo & Magrini,
2008) are some of the most commonly observed GSCM
practices in the Brazilian automotive companies. However,
the pressure to become energy efficient, minimize the
environmental impact, and reduce oil dependence has driven
the automotive industry to look for sustainable solutions (Vaz,
Barros, & Castro, 2014).

This study chose the Alpha Company for analysis, given
the ease of access and availability of information to carry out
this research. Dedicated to the transformation of plastic material,
with a production capacity of 65 tons per day, the company is
consider as a large industry in accordance with The Brazilian
Development Bank (BNDES, 2017) classification. Established
as a first-tier supplier in the automotive supply chain, it relates
with 12 light vehicle and truck assemblers downstream, and
90 suppliers upstream. Thus, they supply the domestic market
with various products, such as tanks, cold start systems, and
safety triangles.

Over the process of hierarchizing the barriers to GSCM,
the Alpha Company is represented by its Quality Engineering
(decision maker 1), Production (decision maker 2), and Purchasing
(decision maker 3) department managers. Decision makers 1 and
2 are qualified in Production Engineering, and decision maker 3 is
qualified in Business Administration and Economics, and together
they have an average experience of about 15 years.

RESULTS

As in other works dealing with the influence of the barriers to
GSCM at the national level (Jabbour & Souza, 2015; Nascimento,
Silva, Nunes, & Sellito, 2014), the conceptual framework of this
study is based on studies carried out in the developed and
developing countries.

As Figure 2 shows, a cut-off line of 15 evaluations from
a panel of 20 specialists is required for a barrier to GSCM to
be defined valid (Ayre & Scally, 2014). Only barrier B35, lack of
commitment from top management, showed total consensus.
From the barriers to GSCM implementation considered least
impactful or irrelevant, B23, B24, and B29 were considered
essential by 10% of the panel.
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Figure 2. Validation of the barriers to GSCM

- N M
mmom

The total number of the valid barriers to GSCM in this study is 13; this is consistent with Zaabi, Dhaheri, and Diabat (2013),
and places this study in an intermediate position among works analyzing the influence of four barriers to GSCM (Giunipero et al.,
2012; Thun & Miiller, 2010) and those investigating up to 26 barriers (Govindan et al., 2014; Mathiyazhagan, Govindan, Hag, & Geng,
2013). Table 2 compares the barriers to GSCM validated with regard to the aspect that they interact with.

Table 3. Comparison of the validated barriers to GSCM

T f i

otal number of barriers Validated % of
Influence over: barriers validation

Qty Description
1- Economic performance 7 B1, B2, B3, B4, Bs, B6, B7 B1, B2 28.6
2 - Environmental performance 9 B8, B9, B1o, B11, B12, B13, B14, B15, B16 B8, B12 22.2
3 - Operational performance 6 B17, B18, B19g, B20, B21, B22 B17, B21, B22 50.0
4 - Knowledge and information 9 B23, B24, B25, B26, B27, B28, B29, B30, B31 B26 11.1
. B33, B35, B33,
5 - Support and involvement 12 B32, B33, B34, B35, B36, B37, B38, B39, B40, B41, B42, B43 B B 41.7
39, B43

Decision makers 2 and 3 exhibited a consistency ratio (CR) of less than 0.1 in their decisions (Saaty, 1991). Meanwhile,
decision maker 1 showed a CR of 0.139, implying a need for reconsideration. After the decisions were made again, the CR value was

confirmed to be equal to 0.091.

Table 3 shows the individual decisions on the extent to which the barriers influence GSCM.

Table 4. Criteria priority

Criteria Decision maker 1 Decision maker 2 Decision maker 3
EP Economic performance 0.214 31 0.537 s 0.232 2nd
EnP Environmental performance 0.076 5 0.079 4t 0.035 5
oP Operational performance 0.134 4t 0.169 2nd 0.107 3%
Kl Knowledge and information 0.230 2nd 0.041 5 0.095 4t
Sl Support and involvement 0.345 s 0.174 31 0.531 s
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Both Purchase and Quality managers agree that the barriers
to GSCM are concentrated around the relationship among the
players, mainly because the first-tier supplier is responsible for
the automaker for the management of the suppliers at later tiers
(Humphrey et al., 2000).

According to Vanalle and Salles (2011), the relationship
among players, which is mediated through cooperation
agreements, generally extends over the supply period of the
product and impacts the final price of the car as well as other
aspects such as quality, warranty, and image.

Decision maker 2, the production manager, finds the
difficulties related to economic factors more critical for GSCM, despite
the need to offer products at lower prices than their competitors and,
atthe same time, reduce production costs (Jabbour & Filhos, 2010).

Figura 3. Influence of the barriers to GSCM

In general, the production strategies in the Brazilian automotive
sector focus on the fulfillment of competitive goals relating to cost,
quality, and flexibility (Vanalle, Salles, & Vieira, 2009).

Forallthe decision makers, the environmental performance
barrier category was less significant, showing little doubt on the
need to align their corporate goals with processes and products
that are less aggressive to the environment. As Pombo and Magrini
(2008) indicated, for more than a decade, the automotive sector
had the largest number of companies with certified environmental
management systems following NBR ISO 14001 (ABNT, 2004).

After aggregating the decision makers’ individual priorities,
the overallinfluence of the barriers to GSCM on a primary supplier
of the automotive supply chain was obtained by determining the
geometric mean, as shown in Figure 3.

B1 0,250
B26 - 0,092
B33 0,091
B22 - 0,090
B43 - 0,089
B35 | 0,059
B39 | 0,045

B2 0,044

B8 0,034
B17 - 0,032
B38 - 0,018
B12 - 0,013
B21 0,011

The Cost Implications (B1) barrier was recognized as
the primary challenge to implementing GSCM. This supports
Nascimento et al. (2014), who identified four primary barriers to
GSCM in the oil lubricant supply chain, of which three related to
economic performance.

The priority index of B1is 22 times more impactful than that
of the lowest rated barrier, B21, lack of proper reverse logistics
practices. This can be better understood by considering the vast
body of the legislation and environmental policies, mainly at
the state and federal levels, such as those for the collection and

final disposal of solid waste like fluorescent lamps, batteries,
lubricating oil, and tires.

Lack of technical knowledge, B26, was second in degree of
priority. This highlights the need for organizations to sustain a position
or department specialized in environmental issues dedicated to the
diffusion of knowledge (Corazza, 2003). Jabbour, Teixeira, and
Jabbour (2013) identified cases of co-evolution between the level
of planned environmental training following the implementation of
best practices and the environmental management level of Brazilian
companies in various economic sectors.
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Socio-environmental responsibility lies not only with
the top management, but also with the whole organization
(Tachizawa & Andrade, 2008). According to the decision makers
in Alpha Company, the lack of socio-environmental responsibility
impedes GSCM, which is why B33 was treated as the third most
important factor. In a study of the Indian automotive industry,
Mudgal, Shankar, Talib, and Raj (2010) found an interdependence
between the barriers to GSCM and the lack of socio-environmental
responsibility and technical knowledge.

Barrier B22, low process eco-efficiency due to product
design complications, shows a weight of 0.090, rendering it the
fourth most pertinent barrier to GSCM. Although more modern
vehicles consume less resources and are less polluting, it is
difficult to translate legal requirements into technical criteria
(Naveiro, Pacheco, & Medina, 2005).

Barrier B43, lack of integration with stakeholders, isin the
fifth place, with a weight of 0.089. This can be explained by the
difficulty of integrating various interests, such as the interests of
regulatory bodies, the surrounding community, employees, and
class associations (Seles & Jabbour, 2014; Wu, Ding, & Chen,
2012). For more reflections on barrier B43 in the automotive sector,
see Gavirneni (2003).

Some results of this study could not find any comparison
parameters with other works on this theme at the national level
(Drohomeretski, Costa, & Lima, 2014; Jabbour & Souza, 2015;
Nascimento et al., 2014) because they did not address several
of the barriers to GSCM, such as B8, B33, and B3s.

Lack of commitment of senior management (B35) was
found to have high relevance during the second phase of the
research, given that it was unanimously validated by technical
and academic specialists. However, this barrier did not attain the
same distinction for Alpha’s decision makers. Note that Mudgal
et al. (2010) found organizational management barriers to be
the root cause of the problems in implementing GSCM in Indian
manufacturing industries.

Supply chain management finds it increasingly important
to know the barriers to GSCM implementation, primarily from
the pressures and demands for better environmental practices
by governments, significant segments of society in general, and
internal and external stakeholders.

FINAL CONSIDERATIONS

The objective of this study is to identify the barriers to
GSCM implementation and analyze their degree of influence,
specifically from the perspective of a first-tier supplier in the

Brazilian automotive industry. To accomplish this, through a
specialized literature search, this study identified 43 barriers
to GSCM and classified them according to their nature, scope,
and extent of effect. From this total, 13 barriers were validated
using the perception of technical and academic specialists
familiar with environmental management and supply chains in
various sectors of the national economy. Of these 13 barriers,
5 were related to supportive relationships and commitment
among players in the chain. The remaining barriers were related
to economic performance (two), environmental performance
(two), operational performance (three), and knowledge and
information (one).

The degree of influence of these barriers to GSCM in the
Brazilian automotive industry was obtained by applying the AHP
to three representatives of a first-tier supplier. The priorities were
organized separately for each decision maker, with the goal to
understand the extent to which the barriers impact each area of
the company, such as purchasing, quality, and production. At the
end of the process, the barriers to GSCM were ranked by taking
the geometric mean of the provided ratings.

The costimplications barrier (B1) led the ranking of GSCM
impediments, with a weight 22 times more than the 13th barrier,
B21.The decline in sales experienced by the Brazilian automotive
industry since 2009 and the political and economic instability
which the country currently faces may have had a notable
influence on the situation of the company surveyed, which in
turn might have been reflected in priority allocation.

This research used a consistent method, assuming that
it can be replicated in supply chains in other sectors. This
could follow when managers are aware of the potential barriers,
especially when faced with the pressures and demands exerted
by internal and external stakeholders and the society in general
in favor of better environmental practices.

The scope of this academic study was relatively limited
due to the research method adopted and its execution. As far as
samplingis concerned, the barriers were validated by considering
a 95% confidence level and a five-point interval, according to
the CVR indices calculated as recommended by Ayre and Scally
(2014). However, if more experts had been consulted, the range
of validated barriers could have been larger.

This study addressed a frontier topic, and its results
and conclusions are exploratory in nature and restricted to the
company studied. However, it has contributed to the literature by
identifying the main barriers to the integration of environmental
management in the automotive supply chain. The results
presented can be a starting point for action plans to overcome
the barriers to GSCM implementation.
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This study opens up diverse research possibilities. Other
companies can replicate the pattern of this research to delineate
the barriers to their GSCM implementation in various supply
chains. Furthermore, this research model can be extended to other
supply levels by expanding the extent of research and diversifying
the statistical analytic techniques so as to obtain more conclusive
results regarding the Brazilian automotive sector.
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IDORT AND MANAGEMENT DIFFUSION IN
1930s BRAZIL

Idort e difus@o do management no Brasil na década de 1930

Idort y propagacion del Management en Brasil en la década de 1930

. ABSTRACT

Management in Brazil has been considered from different theoretical and analytical perspectives. Some
seek to reveal its relationship with Anglo-Saxon thought, which is the original constitution of this body
of knowledge and organizational practice, and highlights the importance of historical Management
research. Therefore, this study examines how the importation of Management doctrines and its diffusion
through the creation of Idort was marked by a turbulent scenario of political and ideological disputes,
which became the substrate for the consolidation of practices that determined the institutional locus of
Management in Brazil in the following decades.

KEYWORDS | Management in Brazil, Management history research, Idort, Management Institutes, Mana-
gement diffusion.

RESUMO
O Management no Brasil tem sido considerado a partir de diferentes perspectivas tedricas e analiticas.

Algumas delas buscam revelar sua especificidade em relacdo ao pensamento anglo-saxdo, a perspec-

tiva original de constitui¢do desse corpo de conhecimento e pradtica organizacional. Nesse sentido, uma
importante forma de abordagem do Management € pela perspectiva histérica, na qual este estudo foi
realizado. Assim, buscamos revelar como a importagado e difus@o de doutrinas do Management a partir
da criagdo do Idort sGo marcadas por um conturbado cendrio de disputas politicas e ideoldgicas, que se
revelou como o substrato para a consolidagdo de prdticas que determinaram o préprio locus institucio-
nal do Management no Pais nas décadas seguintes.

PALAVRAS-CHAVE | Management no Brasil, pesquisa historica em Administragdo, Idort, Instituto de
Management, difus@o do Management.

RESUMEN

La gestion en Brasil ha sido considerada desde diferentes perspectivas tedricas y analiticas. Algunas
de estas tratan de revelar su especificidad en relacién con el pensamiento anglosajon, que es la pers-
pectiva original de la constitucién de este conjunto de conocimientos y prdcticas organizacionales. En
este sentido, una forma importante de enfoque de la gestion es la investigacion histdrica. Asi, en este
estudio, hemos tratado de revelar como la importacion y la difusion del Management, con la creacidon del
Idort, estdn marcadas por un escenario problemadtico, de disputas politicas e ideolégicas, que resulto en
sustrato para la consolidacion de prdcticas que determinan la direccion del propio locus institucional en
el pais, en las décadas siguientes.

PALABRAS CLAVE | Gestion en Brasil, investigacion histérica de la gestién, Idort, Institutos de gestion,
difusion de la gestion.
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INTRODUCTION

Brazilian researchers face the challenge of understanding the
uniqueness of the country's organizational practices, exercised
in a significantly different context from the great majority of the
management models adopted here. Therefore, one way to verify
the peculiaraspects of Brazilian management and organizational
forms is by scrutinizing the historical trajectory of Management in
the country, and by analyzing the social, economic, and political
references that conditioned this process.

There was a significant difference in the establishment of
modernization processes in Brazil from that of Management in the
United States during the turn of the 20" century. In the United States,
the emergence and dissemination of Management occurred from
an economic and social conjuncture favored by rapid capitalist
and technological development characteristic of the second
half of the 19th century, which conditioned the most advanced
stage of industrialization (Chandler, 1977; Vizeu, 2011). In Brazil,
the introduction of industrial capitalism and the first efforts
to systematize professional management occurred at a time
of political turmoil, when specific elements of the traditional
institutions of a pre-industrial past persisted (Pinheiro, 1977).

Thus, the introduction of Management in our country
was marked by anachronism, creating specific conditions for its
consolidation in reality (Vizeu, 2011). In Brazil, industrialization
began much laterthan other great nations, generating a peripheral
and dependent system, in addition to having conditioned the
pace of technological development and the competitive capacity
of the country (Cardoso, 1972).

That said, the understanding of modern Business
Administration in Brazil necessarily entails the understanding
of the historical context surrounding its introduction and the
first attempts to diffuse Management in the country. Thus, this
study attempts to deal with this process by recovering one of the
first efforts in the institutionalization of Management in Brazil:
the establishment of an institute for the diffusion of Taylorist
principles and techniques of work rationalization and systematic
management. This effort was the foundation of the Rational Work
Organization Institute (Instituto de Organizac¢do Racional do
Trabalho [Idort]), which occurred in Sdo Paulo in the early 19305,
a city and period of great relevance in the consolidation of the
industrial economy in the country.

This institute was the manifestation of an effort to
promote Management similar to that in Europe and the United
States in the period between the great wars, through the creation
of the International Management Institute and the Taylor Society,
respectively. It is important to consider that the statute of the

Taylor Society served as the basis for the elaboration of the Idort
statute, as verified in the historical documents investigated.

From the methodological perspective, this study is a
historiographical study. Our historical analysis is based on that of
Burke (1992), who understands history as a narrative, a personal
and peculiar version of the past, constituted originally by the
researcher. Thus, the analysis of the historical documents was
oriented to indicate a trajectory of construction and development
of the project of diffusion of Management in the country from
the foundation of Idort, in which we tried to identify factors that
portrayed the results, problems, and even the transformations
of Idort.

Operationally, the procedure used in this study was
the documentary analysis of material made available in
the historical archives. The collection of Idort’s historical
documents can be found in the Edgard Leuenroth Archive (AEL)
of the Institute of Philosophy and Social Sciences of the State
University of Campinas. The description of the documents is
available electronically on the website of the archive, in the
collections “ldort” and “Roberto Mange.” These include all
copies of Revista Idort (Idort Journal) (from 1932 to 1961), the
annual board meeting minutes (from 1931 to 1961), and other
documents of Idort and their divisions (leaflets, reports, and
opinions) totaling more than 250 documents. We had the
technical assistance of AEL’s staff for the proper handling of
the documents. In addition to the AEL, we used some documents
from the “Getulio Vargas” and “Lourenco Filho” collections,
electronically available from the Contemporary Brazilian
History Research and Documentation Center (CPDOC) of the
Getdlio Vargas Foundation (FGV) to gather information on the
time contextualization and participation of Idort’s members
in the Department of Public Service Administration (DASP)
and FGV. These documents were consulted from their titles
and descriptions. Finally, considering that the collections
surveyed were composed of a limited number of documents
and information, our narrative was constructed by examining
the Brazilian historiographical literature, to contextualize the
events and other aspects identified, as relevant to the historical
trajectory of Idort. Among the most consulted historiographical
texts are Dean (2001), Faoro (2001), Leopoldi (2000), Luz (1975),
Martins (1974), Pinheiro (1977), Skidmore (1998), Marcovitch
(2005), Cardoso (1972), Wahrlich (1983) and Codato (1997).

The period of coverage chosen for the documentary
analysis was the year corresponding to the year of foundation of
Idort, following up to 20 years later (1931-1951). This historical
cut covers the period in which the first significant industrial
momentum occurs in Brazil (Leopoldi, 2000; Luz, 1975; Pinheiro,
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1977). Therefore, we understand that this is a decisive moment
for the emergence of large manufacturing organizations, and
consequently, when the need arises for a new model focusing
on the rationalization of managerial practices.

HISTORICAL CONTEXT OF IDORT
EMERGENCY

The attempt to introduce Management in Brazil by the Idortian
projectin the 19305 was conditioned by a particular institutional
context, marked by elements of traditional patrimonial
orientation (Cardoso, 1972; Faoro, 2001; Vizeu, 2011). Therefore,
the agrarian institutions that consolidated in nineteenth-century
Brazil played a decisive role in the pace of this modernization
process, which, despite the fact that interest in political and
economic modernization was already present at the beginning
of that century, only substantiated at the turn of the twentieth
century (Luz, 1975; Skidmore, 1998). In other words, the original
institutions in the colonial period conditioned Brazilian business
activity, and the role they played in the modernization process
of the late 19th century resulted in the country's anachronistic
configuration. Especially concerning the Republican state and
the industrial economy, a largely ambiguous caricature was
established, characterized by the paradoxical coexistence
between elements of an archaic Brazil with the promise of
modernity.

Therefore, patrimonialism conditioned the industrialization
at the beginning of the 20 century and its consequent
mechanisms of business management. Thus, the cultural
elements prevailing in the political order of colonial-imperial
Brazil, such as the clientelism of relations between private actors
and public agents (the basis of maintaining the bureaucratic
state), marked the entrepreneurial practice at the beginning
of industrialization. Leopoldi (2000) observes this aspect when
examining the formation of associations of the industrial class
in the early 20th century, characterized by the protectionism of
the elites and the articulation of private interests. This is the
background to the creation of the first Management institute in
Brazil.

IDORT CREATION PROJECT

According to the documentary sources consulted, Idort was
founded on June 23, 1931, by a group of 92 associates, most of
them from social classes and professional categories, which at

the time expressed an explicit interest in the great modernization
projects of the country. The projects that focused on the demand
for industrialization—questions about training factory labor,
rationalization of production, technological improvement of
the national industry, and even the modernization of the state
machinery in support of industrial activity—stood out.

In the heterogeneous set of sympathizers of Brazilian
modernization, a group of intellectuals and professionals stood
out in Sao Paulo during the 19205 (Leopoldi, 2000). This group
began formulating a project to establish an institute focusing
on the doctrines of Management that were proliferating in the
United States and Europe at that time. Since this doctrinal
movement was named Organiza¢do Racional do Trabalho
(Rational Work Organization) in Brazil, this group began
isolated projects of rationalization and systematization of
business administration and industrial work, efforts which
gradually gathered in a unified movement, which founded the
Idort 10 years later (Amaral, 1961).

However, according to the documents, from the 1920s,
under the coordination of Robert Mange —professor of the
future School of Sociology and Politics of Sdo Paulo and one
of the founders of Idort—studies began on the rationalization
of professional selection and physiological problems of work
hygiene, under the supervision of the medical hygienist Paula
Souza (Amaral, 1961). The results of studies by Mange and Paula
Souza resulted in the proposal of an institute to promote these
efforts to rationalize work, first as a society of psychotechnics,
which would deal with issues such as physiology and industrial
psychology.

With the failure of this first initiative, the idea was revived
by Aldo Mario Azevedo, an engineer and businessman. The
proposal was rethought as an institute for the propagation of
the rational work organization, idealized like the American
movement of Scientific Administration and denominated Instituto
Paulista de Eficiéncia (Sao Paulo Institute of Efficiency). For this
second initiative, besides the group linked to the project of the
Institute of psychotechnics, managers, and entrepreneurs from
several organizations from Sao Paulo were recruited. Only a few
months earlier, the denomination was decided as the Rational
Work Organization Institute, abbreviated to Idort. Moreover, Aldo
Azevedo and his collaborators decided to invite engineer Armando
de Salles to preside over it, in order to give weight to the institute
(Amaral, 1961).

Armando de Salles was an important figure in Sao Paulo
society, son-in-law of Jdlio Mesquita, a remarkable businessman
and founder of the newspaper O Estado de S. Paulo (Marcovitch,
2005). When he was invited, Armando de Salles had just become
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the president of the company that owned the newspaper, which
was fundamental to the strategy of promoting the institute in Sdo
Paulo, to increase its membership.

This is how Idort was organically formed, similar to
the Taylor Society and other European organizations of
dissemination of the rational work organization practice,
especially the International Management Institute, based in
Geneva, an organization of which the Brazilian institute was
a member and representative in Latin America (Revista Idort,
1,1932).

However, we must also consider that Idort emerged from
a daring project of association of the political forces that made
up Sao Paulo’s elite in a troubled period of major transformation
in the country. At this point, the foundation of Idort served the
interests of intellectual and entrepreneur groups through the
articulation of national institutions (Leopoldi, 2000). Idort
needed the State’s and that of other institutions in the non-
economic sphere, acting in areas such as education, public
health, and so on, its central element of rationalizing economic
agents for national development. Therefore, in addition to
engineers and industrialists, we find sanitarians, politicians,
educators and even businessmen, and bankers as idealizers
of Idort.

The founders of Idort came from a conciliatory ideological
element, aiming to free themselves from the ideological dispute
between workers and industry and between agriculture and
industry (Leopoldi, 2000, Luz, 1975, Pinheiro, 1977), not only
in the idea of conciliation between different economic niches
(industry, agriculture and commerce), but mainly through the
Taylorist assumption of harmony between employer and employee,
generated by the rational work organization.

During the tense period between the great wars and owing
to national and international conjunctures, those in Sao Paulo
society that supported the Idort project saw, in the creation of
this institute, a neutral ground, capable of joining forces, despite
differences of interest and political differences. That was how, in
the eyes of the founders of the institute, the period of global crisis
only made the need for this “national integration” over efficiency
and rationalization more acute (Amaral, 1961).

Thus, by bringing together the efforts of rationalization
by some medical hygienists, by pedagogues concerned with the
educational system and the professional training of the mass of
workers, and especially by engineers and industrialists interested
in systematizing the work process and management activity, Idort
emerged in the 1930s with the great promise of introducing and
disseminating the principles of Management in the industrial
center of the country.

OBJECTIVES OF THE IDORT AND INITIAL
EXPECTATIONS OF ITS FOUNDERS

As mentioned, the question of cooperation among the different
classes of production in the country remained a central issue
for this organization when it was founded, and this principle
was reflected in its statutory guidelines. The group of scholars
and sympathizers who created Idort justified this project as a
way out of the crisis that plagued the world in the late 1920s
and believed that efficiency was imperative, given increased
competitiveness. The founding partner Moacyr Alvaro argued for
the creation of Idort as follows:

Here, as elsewhere, the general malaise, arising
from an economic-financial debacle, was the el-
ement that gave rise to a new and receptive men-
tality for the ideas long ago defended by some
experts in the issues of scientific organization of
work. Just as Taylor and his American disciples
only saw their ideas of rationalization of work
technique diffused when the crisis resulting from
the immoderate expenditures arising from the
World War forced the industry into intense com-
petition, also among us the acceptance of Tay-
lor's methods, according to the ideas of Fayol
and Emerson, the application of the teachings of
physiology and work hygiene and of psychotech-
nics were only possible when, having been hit
hard by the restriction of easy markets for our
products, we were forced to work harder to be
able to compete with our competitors. (Alvaro as
quoted in Amaral, 1961, p. 8)

Asindicated by the Idort statute, the institute was created
with the mission of studying, disseminating, and applying the
methods of scientific organization of work for the economic and
social promotion of Sdo Paulo and Brazilian society. Although
these broad guidelines imply a broad spectrum of the types of
organizations and industries that the institute should embrace,
the initial intention of the directors was for Idort to turn to the
private sector. This is evident in the type of public initially
approached to participate in the society, which, overwhelmingly,
was that of entrepreneurs, managers, and private sector
technicians. Furthermore, the documents relating to the first years
demonstrate a preference forindustries, as this was the original
sector for the majority of the founding members, especially the
engineers.
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The founding statute of Idort defines the performance
of its activities from the creation of a journal and two technical
divisions, referred to in the documents as First and Second
Technical Divisions of Idort, but with statutory names of Division of
Administrative Organization and Division of Technical Organization
of Work, respectively. The main objective of the technical divisions
was to carry out, together with the companies of Sao Paulo and
other Brazilian states, studies to reorganize the administrative
structure of companies and public agencies. Thus, Idort wanted
its technical divisions to be the direct channel for the empirical
development of the techniques and principles of Taylor and the
other authors in Management, through new arrangements and
systems focused on work optimization and management as a
technically oriented function in Brazilian companies.

A different focus of action characterized the attributions
of the technical divisions. The working regime stipulated for the
First Technical Division was ad hoc, where special commissions
would be formed for each contracted project. According to the
founding statute of Idort, besides the parameters of a modern
general administration, this division would take care of the
simplification, standardization, and efficiency of the methods and
processes in Administration, Production, Statistics, Accounting,
and Legislation of the applicant companies.

As for the Second Technical Division, the focus was the
operational and execution level of the work, following the doctrinal
line of Taylorism. This division brought together technicians
interested in this doctrine and industrial psychology. Therefore,
the Second Technical Division was headed, for a long time, by
the professor of the Polytechnic School of Sdo Paulo, the Swiss
engineer Robert Mange, the main disseminator of psychotechnics
in Brazil in that period.

In addition to the two technical divisions, Idort's other
work center was the institute's journal. Created to be an important
channel for disseminating ideas about the rationalization of
business administration and industrial work, this journal was
also designed to serve as an important vehicle for the promotion
of Idort and its work in Sao Paulo society, becoming a channel of
communication and integration of a true technicist community
of rationalization.

Its editorial consisted of articles by members and experts
on the ideas of important foreign thinkers in this area, summaries
of the reports on the works of the institute's technical divisions,
reports on management experiences and scientific organization
of national and foreign companies. Idort had exchanges with
similar organizations in Europe and the United States for the
publication of foreign studies and articles on issues of interest
to the institute, in its journal. That was how, according to this

editorial line, several translations of articles from American and
European publications acquired by the institute were published
in Revista Idort.

Anotherindication is that the creation of Revista Idort was
mainly for disseminating the Management movement in
the country. Although it was expected that the journal would
become one of the main sources of finance for the institute,
the free distribution of copies was adopted as policy since the
first edition. When analyzing this decision of the Institute, we
perceived it as an oriented mechanism for the diffusion of the
ideology of rationalization. The initial strategy was the distribution
of copies in important class associations and other organizations
considered social centers conducive to the rationalization of
management and work. This measure was direct action to attract
new adherents to the cause of the institute, but also to attract
new partners. In the reports and documents of the institute, the
directors refer to the free distribution of copies of the journal as
a conscious effort to sediment the so-called “rational mentality”
in Brazilian society.

Finally, an important target set by the Idort's directors at the
time of the founding of the institute was to reach 500 associates
quickly. This numberwould convince the founding partners that
it would be easy to establish a rationalization institute in Sao
Paulo, considering that it was the great industrial center of the
country. The following statement of the first-year management
report suggests this: “An institute with the purposes of Idort must
have at least 500 partners in an advanced environment such as
Sao Paulo. Itis not possible that it cannot achieve this.” (Idort's
Annual Report 1932, page 8). In addition, reaching 500 members
indicated was deemed by the founders, as necessary for the
financial balance of the institute, as it was expected that the
journal and the technical divisions would finance themselves,
and the revenue from members’ contributions should maintain
ordinary expenses with facilities, tax obligations, and the
office. We will see below that, in fact, the number of partners
was one of the main problems faced by Idort in its early years,
significantly compromising the institute’s survival. We will also
see that this issue was fundamental in the redirection of Idort's
focus of activity.

FIRST YEARS OF THE INSTITUTE:
DIFFICULT TIMES

From the initial effort of the institute's idealizers, everything
indicated that the creation of Idort would be relatively easy. In
part, this was due to the optimistic spirit of this group, given the
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intense mobilization of the commission to spread the project and
increase members in S3o Paulo. From this initial effort, the Idort
creation commission succeeded in bringing together 92 partners
for the foundation of the institute in June 1931.

However, the documents reveal that the institute’s actions
in its early years were just the opposite. Financial difficulties,
technical divisions that were not functioning due to lack of
projects, and difficulties in terms of growth in the number of
partners were the main problems that challenged the directors of
Idort in disseminating Management to companies in Sdo Paulo.
(Revista Idort, n.1, 1932).

Furthermore, in the first Annual Report of the Board of
Directors, we identified the disappointment of the directors over
the frustrating indifference of society in Sao Paulo to Idort. In
fact, the numbers in the early years are below the 5oo-partner
target (423 partners in the fifth year), a regretful reminderin the
Annual Reports of the Board of Directors of the first four years after
foundation. The low membership of the institute was probably
not due to the omission of the directors, as they were engaged
in the arduous task of recruiting Idort adherents well before its
foundation.

On the other hand, the involvement of the common partner
in this effort to recruit new members is not similar, considering
the weak response to the appeals of the directors, as can be
seen in the following section, referring to the first Annual Report
of the Board of Directors:

On February 15, 1932, we sent the founding
members a circular letter inviting them, as
a matter of urgency for the survival of the
Institute, to advertise it and obtain new partners
among their friends. The result of this circular,
however, was so small that it almost went
unnoticed. (Idort’s Annual Report of the Board of
Directors, 1932, p. 3)

If the low adherence to the appeals of the directors is
explained by the difficulties of the ordinary partner in raising
new members or if this problem was caused by the indifference
of the members to the concerns of the board, is something that
the documents available are unable to clarify. However, in either
case, recognizing the importance of the institute and its cause
was difficult. The late association of some important industries
in Sdo Paulo also shows a certain indifference with which the big
industrialists received the Idort proposal. Companies such as
Companhia Antartica Paulista, Fabrica Votorantim S / A, Inddstrias
Reunidas Francisco Matarazzo and Pirelli S/A only associated

themselves with Idortin 1935 (Idort’s Annual Report of the Board
of Directors, 1935, p.1), shortly after the president of the institute
became the intervenor of the State of Sdo Paulo of Vargas’s
Government. This may indicate that the affiliation was more for
political interest than for the doctrines of Management. We will
return to this issue in the next section.

TURNAROUND OF THE INSTITUTE

Considering that one of the expectations of the founding partners
was that Idort's priority was in the private sector, the frustrated
initiatives to expand the membership and in executing the
consulting services of the technical divisions in the early years
were decisive in questioning this perspective. Thus, from 1935,
the institute began to take a new course due to the financial
problems that jeopardized its survival (Idort’s Annual Reports
of the Board of Directors, 1933, 1934, 1935), but mainly due to
the opportunities that arose with the appointment of Idort’s
president as federal intervener in the government of the State
of Sdo Paulo. This political appointment was instrumental in
the turnaround of Idort.

Two main indicators demonstrate that this was a period
of significant turnaround in Idort’s trajectory. They are, i)
overcoming the financial crisis; and ii) significant increase in the
number of partners, events which occurred specifically after 1935.

Concerning membership growth, the 1936 Annual Report
of the Board of Directors indicates that from 1935 to 1936, there
was a significant increase in the number of partners (from 423
to 791). The Idort board considered the following causes for this:

The remarkable surge in progress made last
year may be largely attributed to the work of the
administrative reorganization of the State of
Sao Paulo carried out by IDORT, which had great
repercussion not only among the statesmen
and officials who were able to appreciate the
excellent results achieved, but also by the
public in general that had knowledge of them
through the press. (Annual Report of the IDORT
Board, 1936, p.3)

According to Idort’s own directors, the increase in the
number of associates, plus the resources from a job performed
by Idort’s technical divisions, was sufficient for the institute's
financial recovery. This consulting work performed by Idort
corresponded to a broad process of reorganization of the
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administrative framework of the state executive power, centered
on the rationalization principles of Management, and was named
the Administrative Reorganization of the State Government. Not
coincidentally, it was hired in the management of the newly
appointed Governor of the State of Sdo Paulo, Armando de Salles
de Oliveira, Idort’s first president.

Support from the Governor of the State
of Sao Paulo

With the appointment of Idort’s president as federal intervenor
in the State of Sdo Paulo in August 1933 (the equivalent of the
governor of the state in the provisional government of Vargas),
a unique opportunity arose for the institute to overcome the
bad phase of its first years. Thus, with Armando de Salles
Oliveira in the highest position of the state executive showed
Idortians that their struggle to disseminate the ideology of
rational organization in Sao Paulo had gained a strong ally— the
State—an actor which, in that troubled political and economic
context, might be able to sensitize large industrialists better, and
implement more effective actions among the masses, something
that even Idort’s sponsor newspaper was unable to achieve.
Thus, in the same decree that recognized Idort as a public
utility institution, Armando de Salles Oliveira authorized RAGE to
be held on January 25, 1934, only five months after taking office
in Sdo Paulo’s government (Idort’s Annual Report of the Board
of Directors, 1934, p.2). The agreement for this administrative
reorganization program determined the payment of 75 “contos
to Idort, corresponding to the execution of work estimated to

”

be carried out in five or six months. This money was sufficient
to end the financial crisis definitively, considering the financial
statements of the institute, and would allow the expansion of
Idort’s activities.

The RAGE was initially undertaken by the First Division,
which analyzed and proposed changes in the first step of the
administration of Sdo Paulo, covering the office of the auditor
and the State Departments. Subsequently, the government of
the State of S3o Paulo requested the services of the Second
Division to analyze the execution of operational processes, such
as paperwork procedures, archiving, and attendance to the
internal and external public. Moreover, the Second Division
was responsible for carrying out studies and proposing new
procedures for the selection and training of public servants.

After a long period of analysis of the administrative
and operational structure of the State administration, the
RAGE program proposed a new structure for Sao Paulo’s

government, centered on the division between administrative
services and technical services. In addition to the creation of a
department of control and flow of managerial information, the
RAGE promoted the rationalization of state government portfolios,
reducing the number of departments and standardizing the
purely administrative functions of these departments, such as
accounting, protocol, and control of personnel. As mentioned,
RAGE also had the participation of Second Division’s services,
which corresponded to the study of times and movements of
protocol services and of furniture and materials used in this
function. Furthermore, the Second Division held the first rational
personnel selection process for a public agency in the country
through RAGE.

New support from other political patrons

After the RAGE was contracted in 1934, other Idort members
made similar commitments as the federal intervenor and
former president of that institute. The route chosen by these
new “political patrons” was the same as the RAGE: by decree
or decision of the person in charge of a specific public body
and who had some formal relationship with the institute. Thus,
Idort was contracted to carry out large services, which always
represented the input of financial resources in times of crisis,
whether for the maintenance of the activities of the technical
divisions or of the journal itself.

In this sense, some examples should be highlighted.
Regarding the contracting of the RAGE in the state of Goias (the
second largest administrative reorganization program conducted
at that time, by the First Division), this occurs exactly after the
intervenor of that state takes office, another politician who had
been a founding partner of Idort. The contracting of Idort services
also took place within the ministries and state departments.
Three important examples were the appointment of Aldo Azevedo
to the Public Service Department (created by the RAGE in the
government of Armando de Salles)—one of the public bodies
that demanded services from ldort’s technical divisions, the
appointment of Abelardo Vergueiro Cesar to the Department
of Justice of Sao Paulo and of Cldvis Ribeiro to the Treasury
Department of that state, all of them founding partners of Idort.

Another interesting case was the increase in revenues
from Revista Idort subscriptions. Before 1936, the journal’s
revenue was never enough to coverits own expenses, and finance
from other sources was necessary. However, in 1935, there
was an almost 250% increase in the number of subscriptions,
which ensured the journal’s self-sufficiency. This was due to 250
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subscriptions held by the Municipal Administration Department
of the State of Sdo Paulo, under the command of Secretary of

State Domicio Pacheco e Silva, Idort’s First Category partner.

According to the 1935 Idort’s Annual Report of the Board of
Directors, these subscriptions were used to supply each city
in the state with a copy of the journal. Although held at a
reduced price, in the following year—when Pacheco e Silva left
the government—the subscriptions were not renewed by the
Department of Municipalities. Each city was granted individual
renewal of its respective subscription, but this appeal had slight
effect.

Furthermore, the Ministry of Foreign Affairs had
contributed with the purchase of 99 copies of Revista Idort to
be distributed at Brazilian embassies and consulates in foreign
countries. However, this favorable attitude to Idort was because
J. C. de Macedo Soares, a founding partner of Idort, held the

top position in this important ministry of Vargas’s government.

Along with the other cases, this event demonstrates that even
considering themselves a vanguard group, Idort’s directors were
not embarrassed to adopt the patronage politics characteristic
of archaic Brazil.

Finally, the political tone in contracting the services
offered by Idort to public administration bodies can be
attested by the interruption of these services after the “political
patrons” left their positions. This orientation was clear in the
aforementioned case of subscription interruption by the cities
of the State of Sao Paulo, when the superintendent of the
Department of Municipalities, Domicio Pacheco e Silva, left
his position and the municipalities were not obliged to renew
the subscriptions. However, the most significant example was
the interruption of the RAGE with the departure of Armando de
Salles from the government.

DISCUSSION: IDORT’S FAILURE AMONG
ENTREPRENEURS AND ITS PIONEERING
SPIRIT IN THE RATIONALIZATION OF THE
PUBLIC SECTOR

The creation of Idort represents a movement very similar to
the spread of Management in the United States and Europe at
that time. Conceived as an institute of work psychotechnics for
medical hygienists and professors of technical schools in Sao
Paulo, Idort was only feasible as a project with the engagement

of certain members of the emerging industrial management class.

This class comprised mostly engineers working as directors and

technical leaders in the country’s industries who, at the time,
felt the weight of inefficiency in their organizations and wanted
to share practical solutions to their managerial problems.

We see that the Idort project began as a vehicle for
interlocution and gathering of practical ideas of the technical
class in the industries of Sdo Paulo, similar to the class
associations and specialized newspapers of the United States,
which at the turn of the 19th century, were the birthplace of
Taylor’s Scientific Management (Jenks, 1960).

However, its history is marked by aspects very different
from similar institutes in the United States and Europe. In a way,
this peculiar trajectory of the institute can be understood from
the historical identity of Brazil itself, marked by privatization
between the economic elites and public power, commonly
noted in the literature on the history of national institutions
(e.g., Codato [1997]; Faoro [2001]; Leopoldi [2000]; Skidmore
[1998]; Vizeu [2011]). We present some possible explanations
about Idort’s history to recognize how its foundation and initial
trajectory can help us understand the formation of Brazilian
management thinking. Because it is a historiographic study with
limited sources and many gaps—such as any historiographic
study in the Brazilian organizational context (Vizeu, 2010)—we
cannot consider the following points as conclusive evidence
and definitive explanations about the history of Management in
Brazil. Indeed, as noted by Burke (1992), the role of writing
history is to constitute an interpretation of the past, a possible
explanation, running away from the presumption of an
absolute truth common to the hegemonic positivist thinking
in the academic field of social sciences. Thus, we consider the
role of Idort as a movement capable of explaining the history
of Management in Brazil.

Despite Idort's initial expectation of wide acceptance of
its program in the business environment (especially in industrial
enterprises, as indicated by the documents), the difficulties
in attracting new partners, conducting consulting projects of
technical divisions of the institute and the financial problems
in its early existence, indicated that theiridealizers were wrong.
The 5oo-partner target was reached only after a turnaround in the
initial direction. The original concern for the broad participation
of the private sector—as did most European and US equivalent
associations—give way to greater emphasis on actions in the
public sector, owing to the appointment of the institute’s
president to the highest position in the government of Sao Paulo.

One possible explanation for the disenchantment of
Brazilian industrialists of the time with Idort is the social matrix
of most of these entrepreneurs. As Pereira (1974) and Cardoso
(1972) observed in their studies on the ethnic and social origins
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of Sdo Paulo entrepreneurship, and in Dean's (2001) study of
the industrial references at the beginning of the last century, the
relationship between entrepreneur and the professional manager
in Brazil did not happen like in the United States and most
industrialized countries of Europe. While in developed industrial
countries, the logic of efficiency prevailed as a determinant
of competitiveness, in Brazil, business growth was through
relationships between industrialist and the political class, not
by improvement in management practices. We have put forth
this thesis already (Vizeu, 2011), noting that this orientation
is the sedimentation of patrimonial mentality among the first
Brazilian industrialists.

Another important point about the history
of Management in Brazil from the initial Idort perspective
concerns the beginning of administrative rationalization in
the public sector. In the literature on the history of public
administration in Brazil, DASP is commonly referred to as
the first rationalization effort in state administration in the
country (Wahrlich, 1983). However, in this study, we have seen
that Idort’s RAGE program was an earlier initiative and that,
unlike usual literature, this program should be considered the
first effort to restructure public administration, centering on
the principles of Management. As this idea was overlooked
in important studies on the history of the country's public
administration, we can infer some possible reasons for this
omission.

One possible explanation is that Idort and its
achievements appear to have been intentionally excluded
from the news and official documents of other organizations
of that time. In the editorials of Revista Idort, we noted some
regrets of the directors regarding the omission of Idort in the
headlines, specifically on the initiatives in which this institute
had direct participation, such as the creation of CFESP, DASP, and
FGV. This posture of the press towards Idort could be explained
by the sharp political differences in the troubled scenario of
that time, highlighted by sharp polarization within the State
of Sdo Paulo (Codato, 1997). Furthermore, we must consider
the tensions between the citizens of Sdo Paulo and the federal
government, which may have encouraged the disregarding of
Idort's participation in the rationalization initiatives of Getdlio
Vargas’s government.

However, our study reveals strong evidence on the
participation of Idort and its members in such management
rationalization initiatives in Vargas’s Government. For example,
Idort documents (especially Revista Idort editorials in the issues
published between 1937 and 1941, as well as the director’s reports
of the same period) reveal that the institute probably played an

important role in the creation of DASP and FGV, although Idort
was not mentioned in the literature as a participant. Similarly,
other institutes and parastatal organizations were associated
with Idort, considering the participation of their directors and
founders, such as the Brazilian Association of Technical Norms,
the Railway Center for Teaching and Selection of Personnel,
the Institute of Psychology, the Brazilian Association for the
Prevention of Accidents, the Free School of Sociology and
Politics, and the University of Sdo Paulo itself.

CONCLUSIONS

We consider that studying the founding of Idort in the 1930s is
important, as it reveals a decisive moment in the configuration
of Management in Brazil and indicates a new understanding of
Brazilian managerial identity, currently investigated by studies
on current organizational and managerial culture.

How Idort dealt with difficulties in achieving its goal of
disseminating Management doctrines—problems caused by the
low adherence of businessmen and industrialists to the institute—
also reveals a pattern of behavior of the Brazilian business class.
In fact, what the directors of Idort did to solve their problems was
a common practice between the nineteenth-century agrarian elite
and the estate. That is, the pursuit of privileges obtained through
good relations between the economy class and authorities in
public power and the advantages from the patronage of strong
men in the state, as was the case in colonial and monarchic
Brazil (Faoro, 2001). Ironically, Idort only adopted this practice
due to the difficulties it faced, suggesting an indifference to the
importance of the management rationalization program by the
business class. In a way, the practice of obtaining economic
benefits through political influence reflects a characteristic of
patrimonial relations, something already noted by Vizeu (2011).
That was how an organization founded under the aegis of the
vanguard, because it defended one of the most important values
of modernity— rationality—was stuck in the same institutional
order that it tried to renew.

Another important point to consider is the pioneering
spirit of Idort. Founded in 1931, it was a vanguard project, being
contemporary to the introduction of Management in industrialized
countries of that time. Despite this, this effort is commonly
overlooked in most literature that directly or indirectly addresses
the history of Management in Brazil. During our study, we inquired
about this gap and its reasons. Through this study, we intend to
remind the country that Idort should be recognized as a pioneer
organization in the promotion of Management in Brazil.
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Thus, just as the pioneering role of ESAN in business
administration education in Brazil is obscured by the great
impact of FGV-SP and USP Administration schools on the
institutionalization of Management teaching (Bertero, 2006),
or even the role of the Administration courses of FACE/UFMG
(Barros, 2014), the first efforts of Idort were also relegated to
oblivion. Thus, despite this first attempt by Idort to introduce
and establish Management practices in the country, it was only
in the 1950s that that this institution was incorporated into
Brazilian business reality, especially considering presence in
the administrative frameworks of the companies of professionals
trained by the great management schools (Bertero, 2006), but
also due to the greater presence of foreign industries in the
country, which, forced to operate directly in the production of
industrialized goods owing to strict application of law on similar
products, contributed to a widespread professional management
mentality in Brazil (Pereira, 1974; Pinheiro, 1977).

Idort’s history urges future studies on comparative history.
As we focused on investigating events and data in Brazil, we do
not know the extent of exclusivity or similarity with other countries
having similar trajectories in introducing Management. It would
be interesting to examine the constitution of Management in
countries outside the mainstream. It may help understand the
influence of the United States and the industrialized countries
of Europe in the import and diffusion of managerial doctrine.

As the aspects revealed in our study about the role of
Idort have gone almost unnoticed by the specialized literature
shows that in a country as complex as Brazil—and with such
poorly investigated business realities—the history of Brazilian
Administration is not as obvious as it seems. Therefore, it
is important to highlight recent studies that elucidate this
complex reality, such as the historical studies by Amon and
his collaborators on teaching administration in Brazil (Barros,
2014, 2017; Barros & Carrieri, 2013), or studies by Alcadipani
and Bertero (2012, 2014) and Wanderley (2016). Our study aims
to contribute to these efforts, revealing important nuances in
the history of Management in Brazil. Understanding Brazilian
management is the understanding of Brazil in its social, cultural,
economic, and political totality, a task only possible through
broad historical perspectives.
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DIMENSIONALITY AND EFFECTS OF
INFORMATION MOTIVATION ON USERS’
ONLINE SOCIAL NETWORK ADVERTISING
ACCEPTANCE

Dimensao e efeitos da motivagado da informagdo sobre a aceitacdo dos
usudrios da publicidade nas redes sociais

Dimensionalidad y efectos de la motivacién de la informacién en la aceptacion
de la publicidad de las redes sociales online de los usuarios

ABSTRACT

Social media has produced substantial changes in the communication landscape. Online social network sites
(SNS) grew as a common platform for online social interaction. SNS firms generate revenue from the adverti-
sing appearing on SNS. Their survival depends on users’ approval of such social network advertising (SNA).
Marketing literature indicates that users accept advertising if it is consistent with their motivations for using
social media. Information seeking is the most recognized SNS motivation. Yet, research on evaluating the
influence of SNS information motivation on users’ approval of SNA is scarce. Based on SNS uses and grati-
fications theory, this study proposes a multidimensional model that shows the influence of SNS information
motivation on users’ approval of SNA.

KEYWORDS | Social network sites, information motivation, social network advertising, attitude, behavior

RESUMO

i Asredes sociais produziram modificacées significativas no panorama da comunicag¢do. Os sites de rede sociais

(SRS) cresceram como uma plataforma comum para a interagdo social. As empresas de SRS geram receitas de
publicidade que aparecem nos SRS. A sobrevivéncia dessas empresas depende da aprovacao dos usudrios de
publicidade nas redes sociais (PRS). A literatura sobre o Marketing indica que os usudrios aceitam a publici-
dade se esta for compativel com as suas motivagbes para o uso de meios de comunicag@o sociais. A busca de
informagées, assim como as pesquisas que avaliam a influéncia da motivagao da informagdo do SRS sobre a
aprovagdo dos usudrios de PRS, € a motivacd@o mais reconhecida dos SRS. Baseado na teoria de usos e gra-
tificacbes do SRS, este estudo propée um modelo multidimensional que mostra a influéncia da motivagcdo da
informagao do SRS na aprovagdo de usudrios de PRS.

PALAVRAS-CHAVE | Sites de redes sociais, motivacdo da informagdo, publicidade nas redes sociais, atitude,
comportamento.

RESUMEN

Las redes sociales han producido cambios sustanciales en el panorama de la comunicacion. Los sitios de redes
sociales online (SNS) crecieron como plataforma comiin para la interaccién social online. Las empresas de
SNS generan ingresos de la aparicion de publicidad en SNS. Su supervivencia depende de la aprobacién de
los usuarios de dicha publicidad en redes sociales (SNA). La literatura de marketing indica que los usuarios
aceptan publicidad si es consistente con sus motivaciones para usar las redes sociales. La bdsqueda de infor-
macién es la motivacién de SNS mds reconocida. También lo es la investigacion sobre evaluar la influencia de
la motivacién de informacién de SNS en la aprobacion de los usuarios de SNA. Con base en la teoria de usos y

i gratificaciones de SNS, este estudio propone un modelo multidimensional que muestra la influencia de moti-

vacion de informacién de SNS en la aprobacion de los usuarios de SNA.

PALABRAS CLAVE | Sitios de redes sociales, motivacion de informacién, publicidad em redes sociales, actitud,
comportamiento.
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INTRODUCTION

The evolution of social media has modernized the ways of social
and commercial communication (Mir & Rehman, 2013). Social
network sites (SNS) in particular have shown rapid user adoption
globally (Taylor, Lewin, & Strutton, 2011) and have become a
common place for social interaction (Mir, 2014). SNSs are Web
2.0 based applications that enable online user interactivity
(Boyd & Ellison, 2007). Advertising appearing on an SNS is the
principal revenue source for SNS firms, such as Facebook (Trusov,
Bodapati, & Bucklin, 2010). The survival of such firms depends
on the users’ acceptance of social network advertising (SNA)
(Taylor et al., 2011). Mir (2014) suggests that users accept SNA
that relates to their respective SNS motivations. Several studies,
such as Chen (2012) found information motivation as the most
common stimulus that drives people to SNSs. Users join and
use SNSs to gather information that is useful for simplifying
recognized purchase decisions, improving knowledge, getting
inspiration, and verifying existing information (Chu & Kim, 2011;
Kuss & Griffiths 2011; Muntinga, Moorman, & Smit, 2011; Park,
Kee, & Valenzuela, 2009). Despite the relevance of information
motivation in SNSs, few researchers, such as Chi (2011), Mir
(2014), and Taylor et al. (2011) assessed its influence on users’
approval of the SNA. However, these researchers theorized
SNS information motivation as a single dimensional construct.
Literature indicates that it is a multidimensional construct.
Identifying the dimensions of information motivation is
indispensable because they influence attitude and behavior
differently (Bloch, Sherrell, & Ridgway, 1986; Touré-Tillery &
Fishbach, 2014).

In addition, past research (Taylor et al., 2011) measured
the impact of SNS information motivation only on user attitudes
toward SNA. A favorable user attitude does not guarantee
the success of advertising unless it stimulates click-through
behavior. Ad click behavior provides the numerical summation
of users who see these ads. Yet, it does not reveal how it
impacts users’ online buying behavior (Briggs & Hollis, 1997).
For the successful execution of SNA, these points need to
be addressed and therefore, this study identifies the various
dimensions of SNS information motivation. Furthermore, it
examines the mediated and direct effects of these dimensions
on users’ SNS ad clicking behavior. To obtain the complete
picture of SNS ad click exposure, the influence of SNS ad
clicking behavior on users’ online buying behavior is also
measured. The relationship of SNS information motivation
with user acceptance of SNA is modeled using the uses and
gratifications theory (UGT).

INFORMATION MOTIVATION

Information motivation is defined as the goal-directed activities
performed by users to fulfill certain information needs and
motives (Rubin, 1984). It is one of the most common SNS
motivations (Kim, Shim, & Ahn, 2011). Past studies (Chew,
1994; Weigts, Widdershoven, Kok, & Tomlow, 1993; Wilson,
1999) identified information motivation as a multidimensional
construct. For instance, Muntinga et al. (2011) discovered
surveillance, knowledge, pre-purchase information search, and
inspiration as dimensions of information motivation that drive
users to consume social media brand content. Gratifications
studies (Chu & Kim, 2011; Kuss & Griffiths, 2011) identified that
users participate in SNS to gather information to support their
purchase decisions, improve their knowledge, get inspiration,
and verify existing product information. Consistent with a few
past studies (Muntinga et al., 2011; Wilson, 1999), this study
proposes pre-purchase search, inspiration, ongoing search,
and verification as dimensions of SNS information motivation.
These dimensions are derived from different information needs
of users. For example, pre-purchase search is derived from
the need to support purchase decisions (Ha, 2002). Ongoing
search relates to the need of building knowledge banks (Bloch
et al., 1986). Inspiration is based on the need to locate novel
consumption ideas (Muntinga et al., 2011). Similarly, verification
is derived from the need to ensure that a person possesses
the right information (Chew, 1994). According to Petter, Straub,
and Rai (2007), multidimensional constructs are formative in
nature. Formative constructs present the complete portrayal of
the issue being studied. Since the dimensions of a formative
construct capture different aspects of a phenomenon, they may
have different consequences (Jarvis, MacKenzie, & Podsakoff,
2003). Consistent with this argument, previous researches, such
as those by Bloch et al. (1986) and Touré-Tillery and Fishbach
(2014), claim that the dimensions of information motivation
influence user attitudes and behavior differently. Details on
the dimensions of SNSs information motivation are provided
in the following sections.

Pre-purchase search

According to Mir (2014), pre-purchase search refers to information
exploration and management behavior that users exhibit to
streamline recognized buying decisions. Past studies, such as
those by Park et al. (2009), discovered that users use an SNS
to gather valuable facts that helps them in selecting the right
products. Particularly, users collect product-related information
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on SNSs (e.g., on Facebook) to minimize the risk of making
flawed buying decisions. Users usually seek other users’
product views on the web to minimize the perceived purchase
risk. SNSs enable users to obtain the informational tip-offs and
suggestions that are helpful in addressing the product purchase
related issues (Goldsmith & Horowitz, 2006). Some researchers
(e.g., Punj & Staelin, 1983) declared pre-purchase information
search as the principal motivation that drives consumers to use
media. The information provided by the media increases brand
comprehension and helps consumers in making quality purchase
decisions and consumption choices (Ha, 2002).

Inspiration

Inspiration is a significant motivating factor that drives users to
social media. Consuming brand content available on social media
inspires users. Social media brand content helps generate new
consumption ideas (Muntinga et al., 2011). Particularly, users
participate in SNSs to observe consumption patterns of other
users, such as what they purchase, how they purchase, and how
they use products across consumptions situations. Today, users
rely on social media to discover inspiring brand content prior
to acquiring a product (Cisco, 2012). For instance, users visit
online showrooms for inspiration before buying a car. According
to Densten (2002), inspirational motivation is categorized into
two types. One is image-based and the other is concept-based.
On SNSs, such as Facebook, users frequently upload pictures
and video clips of their consumption activities. In addition, they
write about their consumption patterns in the form of opinions,
comments, and views. The user-generated imagery and concept-
based brand content inspire other SNS users to buy specific
products.

Ongoing search

According to Bloch et al. (1986), ongoing search is a notable
motivation that leads users to social media. The motives behind
ongoing search are diverse. Forinstance, users conduct ongoing
search to develop their knowledge banks (Bloch et al., 1986)
and update their knowledge (Grant, 2005). Users’ ongoing
search behavior is not related to some precise need or buying
decision (Bloch et al., 1986). Ongoing search enhances purchasing
efficiencies, leads to impulse buying, and influences opinion
leadership. It acquaints users with product functionalities. It is
an important predictor of media consumption (Diddi & LaRose,
2006). Ongoing search has been found to be an important users’
SNS motivation. Users participate in SNSs to enrich their product

and brand knowledge. SNSs expose them to a copious amount
of information (Kuss & Griffiths, 2011).

Verification

Users receive enormous product information from multiple sources
(e.g., friends, print media, electronic media, and the Internet)
daily. Yet, information obtained from different sources may not be
equally reliable for them. They may perceive some information to
be credible and accurate, while the rest to be erroneous. In such
a situation, users face the challenge of verifying the precision
of the information (Hilligoss & Rieh, 2008). According to Rieh
and Hilligoss (2008), when users suspect inconsistencies in
information obtained from various sources, they attempt to verify
it. Gathering information to verify the reliability of the existing
product information is an important user need (Weigts et al.,
1993). Users use media to find the information useful to verify
the accuracy of the existing product information (Wilson, 1999).
Many users perceive the information presented on social media,
such as on SNSs accurate and credible (Al Jenaibi, 2011). Since
users regard the information that their friends recommend on
SNSs credible and reliable, they may depend on a particular SNS
as a place to verify the credibility and accuracy of the information
that they receive from multiple sources socially (Chu & Kim, 2011).

THEORETICAL FOUNDATIONS AND
CONCEPTUAL MODEL

Motivations are the key stimuli that drive users to join and use
SNSs (Chi, 2011). Understanding the users’ SNS motivations is
therefore critical for the success of SNS firms and SNS advertisers
(Taylor et al., 2011). Papacharissi and Rubin (2000) defined
motivations as inclinations that drive a person to satisfy his
or her needs and wants. Gratifications researches by Kim et al.
(2011) and Chen (2012) found information seeking as the most
common SNS motivation. Information motivation is derived from
the users’ need for information acquisition (Katz, Gurevitch, &
Hass, 1973). The present research employs UGT to rationalize the
SNS information motivation dimensions, as well as their effects
(mediated and direct) on SNS users’ banner ad clicking behavior.
UGT is also employed to explain the impact of SNS banner ad
clicking behavior on users’ online buying behavior.

The review by Ruggiero (2000) shows that UGT lacks
theoretical and operational grounds. Yet, it is considered to
be a valuable theory to grasp users’ media usage motivations
(Ruggiero, 2000). Rosengren, Wenner, and Palmgreen (1985)
state that lack of theoretical explanatory power and operational
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elusiveness in UGT allows researchers to amend this theory
according to the research situation. Previous research by Orchard,
Fullwood, Galbraith, and Morris (2014) and Al-Menayes (2015)
identified UGT as appropriate to measure users’ SNS motivations.
Similarly, Taylor et al. (2011) and Mir (2014) discovered UGT to be
an appropriate theoretical framework to assess the influence of
SNS motivations on users’ acceptance of SNS advertising.
Severin and Tankard (1997) stated that the focus of UGT
is on the user. It explains the reasons that stimulate users to
use different media. By applying UGT, several studies, such as
those by Korgaonkar and Wolin (1999) and Taylor et al. (2011),
identified that users use conventional media (e.g., television)
and online media (e.g., social media) for the fulfillment of
different information-related needs and motives. Similarly, SNS
gratifications literature unveils that people use SNSs to fulfil
various information needs. For instance, users participate in an
SNS to collect the information that they can use to simplify their

buying decisions (Park et al., 2009), improve their knowledge
(Kuss & Griffiths, 2011), get inspiration (Muntinga et al., 2011),
and verify the accuracy of existing information (Chu & Kim, 2011).
These findings indicate that SNS information motivation is a
multidimensional construct. Based on UGT and gratifications
literature, this study proposes that SNS information motivation
is a multifaceted construct comprising pre-purchase search,
inspiration, ongoing search, and verification motivations
(see Figure 1). According to Johnson, Rosen, Chang, Djurdjevic,
and Taing (2012), a relevant theory should explain the
multidimensionality of a construct. Both theory and relevant
literature should specify the underlying dimensions of the
construct. Based on the conceptualization mentioned above,
the following hypothesis is set forth:

H1: SNS information motivation is a multidimensional
construct consisting of “pre-purchase search, inspiration,
on-going search, and verification factors.”

Figure 1. SNS information motivation based user acceptance model of SNA

—————

/ [
1 Direct effect \ -7 T T~
Pre-purchase search \ ! .7 AN
\ K4 ’ \
Ir --------------------------- 1I ( Outcome I
1 I \ J
1
1 . 4
On-going search
i i Online
Informfitlon Attitude Ad-clicking ont
seeking toward behavior uym‘g
motivation , SNA behavior
AY
Verification " \
1
\  Mediated effect /
A v,
So - - P
Inspiration

According to Petrovici and Marinov (2007), information
seeking is the key motivation that positively impacts the users’
attitude towards advertising. SNS information motivation exposes
users to the SNS banner ads (Trusov et al., 2010). Chou, Rashad,
and Grossman (2008) found that exposure to the ads impacts
the users’ attitude towards advertising. According to Fishbein
and Ajzen (1975), attitude is a person’s favorable or unfavorable
emotional state and psychological judgment to execute a certain
behavior. Taylor et al. (2011) found a positive causal association
between SNS information motivation and user attitudes toward
SNA. In marketing literature, the mediating role of attitude is well
established (MacKenzie, Lutz, & Belch, 1986). Mir (2014) found
that users’ attitude towards SNA plays a mediating role between

SNS motivations and users’ ad clicking behavior. An ad click
indicates an action initiated by users that redirects them from the
SNS web page to an advertiser’'s homepage. On the advertiser’s
homepage, users receive more information and may buy the
product there (Mir, 2012). Consistent with past gratifications
research, this study postulates that attitude towards SNA mediates
the causal association between SNS information motivation and
users’ SNS display ad clicking behavior. This causal association
is proposed to be positive (see Figure 1). Yet, this attitudinal
mediation may be partial because each dimension of information
motivation differently affects the user attitudes and behaviors
(Bloch et al., 1986; Touré-Tillery & Fishbach, 2014). Based on the
aforementioned theorization, the following hypothesis is set forth:
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H2: Attitudes toward SNA mediate the causal association
between SNS information motivation and users’ SNS
banner ad clicking behavior.

Besides the mediated effect, motivations have been
found to directly impact users’ ad clicking behavior (Burgess,
2015). Motives to use the Internet expose users to Internet
advertising, which in turn stimulate users’ Internet ad clicking
behavior (Chatterjee, 2008; Yoo, 2008). This study postulates
that SNS information motivation influences users’ SNS banner ad
clicking behavior directly and positively (see Figure 1). However,
all dimensions of SNS information motivation may not equally
influence the users’ SNS banner ad clicking behavior. According
to Bloch et al. (1986), each dimension of information motivation
has a varying effect on the users’ search behavior. Furthermore,
Briggs and Hollis (1997) state that ad clicking behavior provides
the numerical summation of users who see these ads. Yet, it
does not reveal how it impacts the users’ online buying behavior.
Therefore, this study proposes that users’ SNS banner ad clicking
behavior positively influences their online buying behavior (see
Figure 1). This supposition is supported by Mir (2012) who found
that users’ social media banner ad clicking behavior positively
influences their online buying behavior. The following hypotheses
are stated based on the conceptualization mentioned above.

H3: SNS information motivation has a direct and positive
impact on users’ SNS banner ad clicking behavior.

Hs: Users’ SNS banner ad clicking behavior has a positive
influence on their online buying behavior.

METHOD
Sample

Data were collected from 450 undergraduate and graduate (274
male and 176 female) students via two offline surveys. Past
researchers (e.g., Chu, 2011) collected cross sectional data via
surveys to test the causal models on SNA. Students were sampled
from two capital and four provincial universities in Pakistan using
a simple random sampling (SRS) procedure. The aggregate
students of these universities were 47,490. Yamane’s (1967)
formula provided a sample size of 397. Nonetheless, a sample
size of 450 was used. Lists of students were obtained from each
university and each student was given a number. Samples were
drawn from each list using a lottery method of sampling. First, the

data from 200 students were collected to conduct the pilot study.

Inthe second phase of the research, data of the pilot study were

incorporated into the data collected from 250 students to test
the theoretical model of SNA acceptance. According to Lancaster,
Dodd, and Williamson (2004), in case of the SRS pilot study is
part of the main study. It is conducted using data from some
percentage of the total sample size. The data of both the pilot
and main studies were combined to test the theoretical model.
In both phases of this research, the sample size was divided
among the chosen universities based on their student ratios in
the aggregate population. The targeted students were Facebook,
Google+, and MySpace users. The ages of the majority of sampled
students were between 20 and 25 years. Students were targeted
because they actively use SNSs, spend sufficient time on SNSs
daily (Mir, 2012), and are the main targets of SNA campaigns (Chu,
2011). The questionnaire focused on personal wear (i.e., t-shirts
and wrist watches) and personal use devices (i.e., laptops and
mobile handsets) product categories.

Measurement, content validity, and pretest

To measure the SNS information motivation, a pool of 28 items
was developed from past studies (Ancu & Cozma, 2009; Cisco,
2012; Chu & Kim, 2011; Goldsmith & Horowitz, 2006; Grant,
2005; Korgaonkar & Wolin, 1999; Muntinga et al., 2011; Rodgers,
Wang, Rettie, & Alpert, 2007; Weigts et al., 1993). The deductive
method of scale development (Clark & Watson, 1995) was
employed to choose the items. Comprehensive literature review
and theorization of SNS information motivation was performed
to guide the item generation as recommended by Hinkin (1995).
User responses were recorded on a 5-point Likert scale, varying
from 1 (strongly disagree) to 5 (strongly agree). To evaluate
the content validity of SNS information motivation measures,
relevant literature review and two subject experts were used
(Straub, 1989). Before the main surveys, 25 students assessed
the comprehensibility of the questions.

Pilot study

To reduce the pool of items measuring SNS information motivation
and to detect its dimensions, principal component analysis
(PCA) was performed on the data collected from a sample of 200
students. PCA was employed with orthogonal rotation using the
varimax method. In case of data reduction, PCA is performed.
Orthogonal rotation with the varimax method is used because it
yields simple and true underlying factors of a construct (Floyd &
Widaman, 1995) with high and low loadings (Fabrigar, Wegener,
MacCallum, & Strahan, 1999). The criteria of item communalities
»0,40 and factor loadings »0,60 were used to retain the items.
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To retain the components (factors) of SNS information motivation, the criterion of eigenvalue » 1.00 was applied. PCA yielded four
factors of SNS information motivation: “Pre-purchase Search” (F1) (a = 0.81), “Inspiration” (F2) (a = 0.83), “On-going Search” (F3)
(a=0.72), and “Verification” (F4) (a = 0.75) after four iterations. Kaiser-Meyer-Olkin (KMO) measure of sample adequacy = 0.81 and
Bartlett’s test of sphericity = ooo ensured the successful application of PCA on the data. The PCA confirmed the formative nature of
the SNS information motivation as it produced its four factors (dimensions) capturing different themes (Jarvis et al., 2003). Table 1
shows the detailed PCA results.

Table 1. PCA rotated factor solution for SNS information motivation

F1

F2

F3

Fq4

Measures

Pre-purchase
search

Inspiration

On-going

Verification

search

| use SNS:

To find the recommendations and advice to support my purchase

.. 0.714
decisions

To get in-depth information about products 0.757

To get the information to make informed buying decisions 0.781

To learn how to solve problems involved in a purchase decision 0.713

To find information to reduce the risk of making a bad product

0.6
choice 79

To find what people buy - 0.840

To find what people use - 0.859

To find how people buy & use products - 0.819

To update my product information - - 0.720

To enhance my knowledge about different products - - 0.717

Because they give quick & easy access to large volumes of

0.771
information 7

To explore new products - - 0.609

When | hear about a new thing | check it out on SNSs - - - 0.824

When | hear about a product | check it out on SNSs - - - 0.828

To check the authenticity of information which | receive from my

0.6
friends & relatives offline 3

Eigenvalues 4.453 1.996 1.760 1.262

Percentage of item variance explained 29.689% 13.304% 11.735% 8.412%

Percentage of total variance explained 63.141%

To examine the goodness of fit and validity of the dimensional structures of the SNS information motivation measurement
model, “confirmatory factor analysis” (CFA) was conducted on the data as suggested by Floyd and Widaman (1995). The model with
a x> =123.132, df = 84, and P = 0.004 (p < 0.05) failed to yield the goodness of fit. Yet, the model showed a good fit to data on the
alternate model testing technique (i.e., x?/df ratio, with a value 1.466 < 3) (Kline, 1998). The measurement model also presented a
good fit to the data on assessment indices (i.e., GFl = 0.93, IFl = 0.96, CFl = 0.96, NFI = 0.90, TLI = 0.95, and RMSEA = 0.04; GFl, IFI,
CFl, NFI, and TLI » 0.90) (Bentler & Bonnet, 1980; McDonald & Ho, 2002). RMSEA < 0.08 (MacCallum, Browne, & Sugawara, 1996)
indicated goodness fit of the measurement model. Table 2 shows the detailed CFA results.
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Table 2. SNS information motivation CFA estimates

Q c
>
= 2 . Standardized
Measures =l Factors Estimate A SE CR P
£ 2 estimate
e a
| use SNS:
To find the recommendations and
1 advice to support my purchase > F1 1.000 0.619 - -
decisions
To get in-depth information about
2 > F1 1.159 0.734 0.149 7.807 kel

products

To get the information to make
3 . . . > F1 1.081 0.679 0.145 7-471 rxx
informed buying decisions

To learn how to solve problems
4 . . . > F1 1.054 0.672 0.149 7.080 rxx
involved in a purchase decision

To find information to reduce the risk
5 . . > F1 1.036 0.660 0.148 6.995 el
of making a bad product choice

6 To find what people buy > F2 1.000 0.774 - -

7 To find what people use > F2 1.026 0.798 0.099 10.349 ol

To find how people buy & use
8 > F2 1.097 0.792 0.109 10.047 xhk
products

9 To update my product information > F3 1.000 0.611 - -

To enhance my knowledge about
10 X > F3 0.963 0.600 0.164 5.887 faleled
different products

Because they give quick & easy access
11 . . > F3 1.116 0.687 0.167 6.685 *hk
to large volumes of information

12 To explore new products > F3 1.002 0.606 0.167 5.987 xhk

When | hear about a new thing | check
13 . > F4 1.000 0.758 - -
it out on SNSs

When | hear about a product | check it
14 > F4 1.008 0.767 0.114 8.832 faleled
out on SNSs

To check the authenticity of
15 information which | receive from my > F4 0.737 0.622 0.102 7.249 el
friends & relatives offline

Note: ***p < 0.001
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Convergent and discriminant validity

Convergent validity exhibits how closely associated the
measurement items representing a construct are (Gefen & Straub,
2005). Convergent validity of measures representing factors of
SNS information motivation was assessed by evaluating their
loadings and t-indices. Statistically significant item loading
and t<-1.96 and » +1.96 (Byrne, 2001) demonstrate convergent
validity (Anderson & Gerbing, 1988; Dunn, Seaker, & Waller, 1994).
The t-index is represented by the critical ratio (CR) in the Amos
Software output file. The item loading of measures representing
factors of SNS information motivation varied between 60 and 79
and their accompanying t-indices varied between 5.8 and 10.3

ONLINE SOCIAL NETWORK ADVERTISING ACCEPTANCE

at the significance level of .001 that ensured convergent validity
(see Table 2).

Discriminant validity of SNS information motivation was
assessed by evaluating the inter-factor-correlations (r) among
the measures of its factors (Shore, Shore, & Thornton, 1992).
The rvaried between 0.221 and 0.425 that ensured discriminant
validity (see Table 3). Low r (i.e., < 0.70) (Yang, Watkins, & Marsick,
2004) among the construct measures indicates discriminant
validity (Heeler & Ray, 1972). Furthermore, the square root of
the average variance extracted (AVE) was greater than the inter-
factor correlations of SNS information motivation (See Table 3)
that confirmed discriminant validity (Fornell & Larcker, 1981; Gefen
& Straub, 2005).

Table 3. Discriminant validity matrix of SNS information motivation

. . L. Square root of AVE and inter-factor correlation Inter-factor correlation matrix less than o.70
SNS information motivation .
matrix (from Amos output) (from SPSS output)
Dimensions 1 2 3 4 1 2 3 4
Pre-purchase Search 0.674 0.70
Inspiration 0.387 0.788 0.317** 0.70
On-going Search 0.388 0.265 0.625 0.292** 0.221** 0.70
Verification 0.368 0.339 0.534 0.719 0.277** 0.285** 0.425** 0.70

Note: N =200, “P<0.01

Endogenous variables

Six items were adapted from previous research (Mir, 2012;
Taylor et al., 2011) to measure users’ attitude toward SNA. Three
items from Mir (2012) were adapted to measure users’ behavior
to click on SNS banner ads. One measure from Mir (2012) was
adapted to assess users’ online buying behavior. User responses
were recorded on a 5-point Likert scale. Internal consistency of
endogenous variables that demonstrate to what extent all items in
a measurement scale measure the targeted construct (Tavakol &
Dennick, 2011), was assessed via corrected item-total correlation
(CITC) and reliability tests. According to Dunn et al. (1994), CITC
is conducted to refine the measurement scale prior to assessing
its reliability. The criterion of CITC value » 0.50 (Zaichowsky,
1985) was used to retain the items in the scale. The CITC of all
items measuring endogenous variables was » 0.05 (see Table 4).
Therefore, they met the precondition of the reliability assessment
test. Through Cronbach’s alpha coefficient (a), reliability of the

endogenous variables was assessed. Attitude towards SNA
(a0 = 0.810) and ad clicking behavior (a = 0.833) exceeded the
acceptable reliability coefficient (i.e., 0.70) that ensured internal
consistency (Nunnaly, 1978). The online buying behavior scale
was not statistically refined as it contained only one item.

MODEL TESTING

The user acceptance model of SNA based on SNS information
motivation was tested on the sample size of 450. The structural
model failed to yield a goodness of fit with x2 = 12.175, df = 5,
and P=0.032 (P<o0.05). Yet, it showed a good fit to the data on
the alternate model testing technique x?/df ratio with a value
2.435¢3. GFl=0.992, NFI = 0.975, IFl = 0.985, TLI = 0.935, CFl =
0.985, and RMSEA = 0.057 also showed goodness of fit between
the model and the data. Figure 2 presents the structural model
of SNA acceptance.
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Table 4. Correlated item-total correlation (CITC)

Variable Measures CITC
1. Overall, | consider SNA a good thing 0.51
2. Overall, | like SNA 0.57
N id NA i .
Attitude toward 3.1 consider SNA very essential 0.64
SNA . . ..

4. 1 would describe my overall attitude toward SNS banner advertising very favorably 0.62
5. My general opinion about SNA is favorable 0.55
6. | like banner ads of products shown on social network sites 0.52
1. | often click on ads shown on SNS 0.79

Ad-clickin
. § 2. | often click on SNS banner ads 0.70

behavior
3. l often click on ads shown on my SNS profile 0.67

Online buyin
beha 'Zr & 1. | often buy products mentioned in SNS banner ads from website of the company
vi

Figure 2. Structural model of SNA acceptance
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. nspiration 0.19 Attitude Online
towards —»0'32 Ad-clicking 193, buying
( o P SNA behavior behavior
Ongoing search : A*

[ Verification J_ 0.02 |

Structural model and hypc’theses teSting (exogenous variables) and attitudes toward SNA, ad clicking

behavior, and online buying behavior (endogenous variables)
The present research discovered “pre-purchase search, inspiration, ~were examined. The P and t statistics show the significance of
ongoing search, and verification” as the dimensions of SNS  the relationships between variables (Byrne, 2001). The path
information motivation (see Figure 2) that supported hypothesis  statistics among “pre-purchase search, inspiration, and ongoing
H1. To evaluate the hypotheses, the path values (i.e., B, P, andt  search” and users’ attitude toward SNA were B = 0.13, P<0.05, t
statistics) between the dimensions of SNS information motivation =2.489; B =0.19, P<0.001, t =3.724; and B =0.11, P<0.05,t=
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2.255, respectively. These values showed significant and positive
causal associations between the aforementioned exogenous and
endogenous variables. Conversely, the statistics, B = 0.02, P»
0.05, and t = 0.391, indicated an insignificant causal association
between verification and users’ attitude toward SNA. The statistics,
B =0.32, P¢0.001, and t = 7.073 between attitudes toward SNA
and users’ behavior to click on SNS banner ads, indicated a
significantly positive causal relationship. Therefore, the overall
results partly supported hypothesis H2.
The path statistics, B = 0.09, P> 0.05, t = 1.794; B = -0.04,
P> o0.05,t=-0.775; and B = 0.01, P> 0.05, t = 0.262, between
“pre-purchase search, on-going search, verification, and users’
behavior to click on SNS banner ads indicated a non-significant
causal association. On the contrary, the statistics, p = 0.18, P <
0.001, and t =3.681, between inspiration and users’ behavior to
click on SNS banner ads, respectively, indicated a significantly
positive causal relationship. Therefore, the overall results partly
supported hypothesis H3. Furthermore, the path statistics, that
is,B=0.35,P<0.001,and t=7.982, between users’ SNS banner
ad clicking behavior and their online buying behavior indicated
a significantly positive causal relationship, thereby supporting
hypothesis Hg.

DISCUSSION

Since the business model of several SNS firms is based on SNA,
identifying the ways of making it effective is indispensable for
their survival. Mir (2014) indicates that users will approve SNS
advertising if it is compatible with their SNS motives. Past
research, such as Chen (2012), found information seeking as
the most common SNS motivation. This study identified SNS
information motivation as a multifaceted construct containing
“pre-purchase search, inspiration, on-going search, and
verification” aspects. Some researchers, such as Punj and
Staelin (1983) declared pre-purchase information search as
the principal motivation that drove consumers to use media.
The pre-purchase search leads to product comprehension
that is essential for making the right purchase decisions (Ha,
2002). Several online and SNS gratifications studies (e.g.,
Goldsmith & Horowitz, 2006; Park et al., 2009) endorsed the
claim by Punj and Staelin. Consistent with the past gratifications
research, this study identified “pre-purchase search” as an
important dimension of users’ SNS information motivation.
Users gatherinformation on SNS that is helpful in risk aversion
and streamlining purchasing decisions. They do so by reading
other SNS users’ comments, product views, and reviews (Mir

& Zaheer, 2012). This study found “inspiration” as the second
important dimension of SNS information motivation. Users use
SNS to gather inspiring consumption ideas by observing what
products and brands other users buy and use. For instance, users
get inspiration online by observing what dresses, shoes, etc.
other users buy and how they use them (Muntinga et al., 2011).
SNS users often share their product experiences in the form of
views, photos, and videos. This user-generated content may
work as an inspiration for other SNS users and stimulate them
to buy some specific brands. This study recognized “ongoing
search” as the third significant dimension of SNS information
motivation. Users participate in SNSs to explore new products,
update product information, and enrich product knowledge. This
finding supports the proposition made by Bloch et al. (1986)
that along with “pre-purchase search,” users are involved in
“ongoing search” thatis independent of any recognized purchase
need or decision. Finally, this study discovered “verification” as
the fourth important dimension of SNS information motivation.
Users perceive user-generated content on SNSs as accurate,
credible, and unbiased (Al Jenaibi, 2011). Therefore, they may
rely on an SNS as a place to verify the credibility and accuracy of
the information that they receive from multiple sources socially
(Chu & Kim, 2011).

In marketing literature, the mediating role of attitude
is well established (Mackenzie et al., 1986). Mir (2014) found
that users’ attitude toward SNA plays a mediating role
between SNS motivations and users’ SNS ad clicking behavior.
Consistent with past investigations, this research identified
that association between SNS information motivation and SNS
ad clicking behavior is mediated by the users’ attitude toward
SNA. However, only pre-purchase search, inspiration, and
on-going search positively influence users’ attitude towards SNA.
Verification insignificantly affected user attitudes toward SNA.
This indicates that only former dimensions of SNS information
motivation have a mediated effect on users’ SNS banner ad
clicking behavior. Rodgers (2002) proposed that motivations
could directly influence users’ online ad clicking behavior.
Burgess’s (2015) found this supposition true. Consistent with
aforementioned researchers, this study discovered that SNS
information motivation has a direct and positive impact on users’
SNS banner ad clicking behavior. Yet, this effect is true only in
case of inspiration. The “pre-purchase search, on-going search,
and verification” do not directly influence users’ behavior to
clickon SNS banner ads. These results imply that identifying the
dimensions of SNS information motivation is necessary because
they influence users’ attitude and behavior differently (Bloch et
al., 1986; Touré-Tillery & Fishbach, 2014).
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Marketing literature suggests several reasons for
the dimensions of SNS information motivation to behave
differently. For instance, pre-purchase search has a positive
mediated impact on users’ behavior to click on SNS banner ads
because they consider advertising information useful for making
sensible purchase decisions (O’Donohoe, 1994). Verification
has neither a mediated nor direct impact on users’ behavior
to click on SNS banner ads because advertising is not deemed
as a reliable information source for examining the accuracy
of other information (Greer, 2003). Inspiration has a positive
influence on users’ approval of SNA since they consider both
commercial and user-generated online brand content as a source
of inspiration (Cisco, 2012). Furthermore, ongoing search has a
positive mediated influence on users’ behavior to click on SNS
banner ads because advertising is believed to be useful for
improving product knowledge and keeping it current (Jansen,
Sobel, & Cook, 2011).

Consistent with earlier research by Mir (2012), the current
study found that SNS banner ad clicking behavior has a positive
influence on users’ online buying behavior. Briggs and Hollis
(1997) stated that clicking on ads does not depict the overall value
of online banner advertising. Therefore, knowing the aftereffects
of ad clicks is crucial for advertisers. Pavlou and Stewart (2000)
stated that clicking on ads generates users’ interest in the
advertised product that ultimately influences their online buying
behavior (Mir, 2014).

CONCLUSION AND LIMITATIONS

This research identified SNS information motivation as a
multifaceted construct containing pre-purchase search,
inspiration, ongoing search, and verification dimensions. Each
of these dimensions has a differential effect on users’ SNA
acceptance. Therefore, SNS firms and advertisers should focus
on the multi-dimensionality of SNS information motivation to
make SNA effective. This study concentrated on traditional display
advertising. Researchers should work on unconventional SNA,
such as fan pages and brand communities in future studies.
Furthermore, the impact of other important user motives, such
as identity formation and social impressions on SNA acceptance
should also be assessed.

CONTRIBUTION AND IMPLICATIONS

Unlike earlier investigations, this study identified the dimensions
of SNS information motivation. Furthermore, it applied UGT to

theorize and operationalize both the mediated and direct impacts
of SNS information motivation on SNS users’ banner ad clicking
behavior. Previous research (e.g., Chi, 2011; Taylor et al. 2011)
focused only on SNS users’ attitude toward SNS advertising.
Moreover, this research examined the influence of users’ behavior
to click on SNS display ads on their online buying behavior. The
results of this investigation imply that SNS firms and advertisers
should focus on the dimensions of SNS information motivation
when designing SNS banner ads because they influence SNS
users’ attitude toward SNA and their SNS banner ad clicking
behavior differently.
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PASTORS AS ENTREPRENEURS

Acoplamento e desacoplamento sociais: Pastores como empreendedores

Acoplamiento y desacoplamiento social: Pastores como empresarios

ABSTRACT

Neo-Pentecostal ministers, whose churches follow productive enterprise patterns, seem to be endowed with
the ability to build new social relations—linked to the religious context—while concurrently moving away from
previous links, especially those with family and friends. This coupling (the creation of and linkage to new bonds)
and decoupling capacity (distancing oneself from past relationships) was first observed by Granovetter (2009)
while investigating immigrant entrepreneurs. This article goes beyond the scope of his studies, where the
displacement factor was ethnic-geographical, to analyze a new phenomenon of an ethical-religious nature. In
orderto do so, it introduces the cases of 16 pastors in the metropolitan region of Belo Horizonte, Brazil. Evidence
is found of the importance of the coupling/decoupling phenomenon in the creation of new religious communities,
which are widespread throughout the country. At the same time, this study makes new contributions to the field
and opens up different lines of research.

KEYWORDS | Coupling, decoupling, religious entrepreneurship, neo-Pentecostal pastors, social networks.

RESUMO

Pastores neopentecostais responsdveis por igrejas cujo funcionamento aparenta Sseguir moldes de
empreendimentos produtivos parecem ser dotados da capacidade de construir novas relagbes sociais —
associadas ao contexto religioso —, ao mesmo tempo que se afastam parcialmente de lagos anteriores,
sobretudo familiares e de amizade. Essa capacidade de acoplamento — cria¢do e vinculagdo a novos lagos — e de
desacoplamento — distanciamento de relacées passadas — foi observada por Granovetter (2009) na investigagao
de empreendedores imigrantes. O presente artigo extrapola o dmbito de estudos desse autor, em que o fator de
deslocamento € étnico-geogrdfico, para analisar novo fenémeno, de natureza ético-religiosa. Para isso, analisa
0 caso de 16 pastores da regiGo metropolitana de Belo Horizonte. As evidéncias demostram a importdncia do
fenémeno de acoplamento/desacoplamento para a construgd@o de novas comunidades religiosas, suscitando
reflexdes sobre esse tipo de empreendimento, em franca proliferagdo no Brasil. Ao mesmo tempo, possibilita
contribuigdes a literatura da drea, abrindo diferentes vertentes de investigagées.

PALAVRAS-CHAVE | Acoplamento, desacoplamento, empreendedorismo religioso, pastores neopentecostais,
redes sociais.

RESUMEN

Los pastores neopentecostales, responsables de iglesias cuyo funcionamiento aparenta seguir los moldes
de los emprendimientos productivos, parecen estar dotados de la capacidad de construir nuevas relaciones
sociales -asociadas al contexto religioso-, al mismo tiempo que se alejan parcialmente de lazos anteriores,
sobre todo familiares y de amistad. Esta capacidad acoplamiento — creacion de y vinculacion a nuevos lazos- y
de desacoplamiento — distanciamiento de relaciones pasadas- fue observada por Granovetter (2009) en la
investigacion sobre emprendedores inmigrantes. El presente articulo extrapola el dmbito de estudios de ese autor,
donde el factor de desplazamiento es étnico-geogrdfico, para analizar un nuevo fenémeno de naturaleza ético-
religiosa. Para ello, analiza el caso de 16 pastores de la region metropolitana de Belo Horizonte. Las evidencias
demuestran la importancia del fenomeno de acoplamiento/desacoplamiento en la construccién de nuevas
comunidades religiosas, lo que suscita reflexiones sobre este tipo de emprendimiento, en franca proliferacion
en Brasil. Al mismo tiempo, posibilita contribuciones a la literatura del drea, al abrir diferentes vertientes de
investigacion.

PALABRAS CLAVE [ Acoplamiento, desacoplamiento, iniciativa empresarial religiosa, pastores neopentecostales,
redes sociales.
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INTRODUCTION

Social networks have been widely researched in the literature,
especially after Granovetter’s work (1973, 2005). Among the
possible research approaches, there is one that investigates the
impact of networks on the paths of entrepreneurs. According to
Slotte-Kock and Coviello (2009, p. 31), “In recent years, an interest
in networks has permeated the research on entrepreneurship.”
According to Hoang and Antoncic (2003, p. 165), “Approximately
15 years ago, research on networks emerged as an important new
area of inquiry within the field of entrepreneurship.” The essence
of this association is the notion that individuals are embedded in
social and economic frameworks that are capable of influencing
them (Correa & Vale, 2014; Sexton & Smilor, 1997; Slotte-Kock
& Coviello, 2009; Starr & MacMillan, 1990). This article deals
with the essence of these concepts. It analyzes the evolution
and influence of the social ties of individuals from Catholic
communities who became neo-Pentecostal pastors responsible
for creating and guiding small independent churches.

This theme is particularly interesting in the Brazilian
context, primarily for three interrelated reasons. First, due to
a change in the religious profile of the country with the recent
exponential growth of the Evangelical population (on this subject,
see Neri, Carvalhaes, & Monte, 2011; Pacheco, Silva, & Ribeiro,
2007; Passos, Zorzin, & Rocha, 2011; Rabuske, Santos, Gongalves,
& Traub, 2012). In fact, between 1991 and 2010, nearly 30 million
people became Protestants. Thatis 9.4 million people more than,
for example, the population of the state of Minas Gerais (IBGE,
2010.). Currently, about 40 million people, more than 20% of the
Brazilian population, consider themselves Evangelical.

Second, many neo-Pentecostal pastors originated from
other religious communities: 70% of the population is made up
of Evangelical converts, individuals from other religions (mainly
Catholic) (Rabuske et al., 2012). This religious conversion led
to related changes in the social networks of individuals. Third,
the active and combative attitude of these churches and pastors
identify them as specific types of enterprise and entrepreneur,
respectively.

The entrepreneurship of the pastors derives from religious
pluralism, seen in the possibility of new designations entering and
gaining institutional strength in the country (on this subject, see
Frigerio & Pinheiro Filho, 2008; Mariano, 2003; Passos et al., 2011;
Teixeira, 2008). This emerged in part as a response to the increased
competition among the growing number of churches in the country.
The necessity of adopting a more active, professional, and effective
attitude to survive in the market (Mariano, 2008, 2013; Pierucci,
1999, 2006, 2008) derived therefrom. According to the latest data

from the Brazilian Institute of Tax Planning (Instituto Brasileiro de
Planejamento Tributério, 2017), in 2013, nearly 12 new churches
were opened every day in Brazil—an average of one every 2 hours.
“In an extremely heated ‘religious market’,” evident today in the
country, “those churches, religions [or entrepreneurs] that do not
enter the competitive process of ‘soul dispute’, more incisively,
are ‘left behind’” (Passos et al., 2011, p. 704).

However, despite the obvious relevance of this theme, it
has not received the attention it deserves in the literature. This
can be observed in both the international (Dougherty, Griebel, &
Neubert, 2013; Frigerio & Pinheiro Filho, 2008; lannaccone, 1995)
and national contexts (Borges, Enoch, Borges, & Almeida, 2015;
Seraphim & Alperstedt, 2012). In a search of some of the major
databases (Web of Science, Portal de Periddicos da Coordenacao
de Aperfeicoamento de Pessoal de Nivel Superior [Capes], Scientific
Periodicals Electronic Library [Spell]), journals (RAC-Revista de
Administracao Contemporanea, RAE-Revista de Administracdo de
Empresas, RAUSP-Revista de Administracdao, O&S-Organizagoes
& Sociedade, BAR-Brazilian Administration Review e Cadernos
EBAPE.BR), and conferences in Brazil on administration (Encontro
da Associacdo Nacional dos Programas de P6s-Graduag¢do em
Administracdo [EnAnpad], Encontro de Estudos Organizacionais
da ANPAD [Eneo], Seminarios em Administracdo [SemeAd] e
Encontro de Estudos sobre Empreendedorismo e Gestao de
Pequenas Empresas [Egepe]), no studies that discuss religious
entrepreneurship were found. The search focused on keywords in
the titles and abstracts of papers published in the last 20 years.
There is even a lack of studies on the topic in the international
context. In a search of Web of Science, only one article—by Pearce,
Fritz, and Davis (2010)—was located. It focuses on a particular
context: the specific investigation of a traditional denomination. The
authors were not thorough regarding the micro-level entrepreneurial
behavior of pastors, which is important to this study. As observed
by Pearce et al. (2010, p. 228), the “role of entrepreneurial behavior
in the religious context remains unexplored.” This article—an
innovative one in the area of administration that can be inserted
precisely into this context—seeks to partially fill this gap.

We will use theoretical contributions on social networks,
specifically on coupling and decoupling, to investigate the
phenomenon of interest. The former signals the importance of
networks with strong interactions among actors, and of trust
relationships expressed through bonds capable of generating
reciprocity. The latter points to the relevance of simultaneously
sustaining relative distancing and detachment, which are
important in certain situations. Often, such distancing is how
entrepreneurs avoid excessive requests that could subvert the
productive logic of their ventures.
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This theoretical and empirical article occupies that space.
The article is based on secondary data on ethnic entrepreneurship
(Granovetter, 2009), complemented by and associated with
quantitative and qualitative evidence derived from research on
pastors from neo-Pentecostal churches. It presents a comparative
analysis of the two types of entrepreneurship: ethnic-religious
and immigrant. It aims to investigate, in an innovative way for
studies of administration, the relevance of coupling/decoupling
in an analysis of the dimensions of the phenomenon of religious
entrepreneurship. In doing so, it sheds new light on the study
of this particular type of entrepreneurship, which is growing at a
significant rate in Brazil. At the same time, it makes contributions
to the literature on coupling/decoupling by providing totally
unprecedented theoretical interpretations.

The study focuses on the existence of gaps. The first gap
is related to the association between entrepreneurship and
social networks. When the literature discusses entrepreneurship
associated with religion, the focus shifts to the investigation of
how secularization has intensified the fierce competition among
ecclesiastical agents (see, for example, Frigerio & Pinheiro Filho,
2008; Gracino Junior, 2008; Mariano, 2003, 2008; Rabuske et
al., 2012; Stark, 1999; Stark, lannaccone, & Finke, 1996). When
networks are included in studies of religious ventures, they are
disassociated from reflections (discussed here) on social coupling/
decoupling. The second gap is associated with the lack of research
on coupling/decoupling. Such themes have not received much
attention from researchers in the field of administration. This is
true in the international and national contexts.

THEORETICAL BASIS

Neo-Pentecostal churches seem to enjoy benefits derived from
strong interactions among their members, associated with a
distinctive ability to avoid interference by exploiters. In these
churches, the combination of these benefits originates, on the one
hand, from attributes derived from the entrepreneurial capacity of
the pastors, and, on the other, from interactions among members.
This phenomenon is composed of two distinct and, at the same
time, complementary parts. The first relates to the fact that, after
converting, individuals begin to integrate into groups with strong
religious ties (Ciscon-Evangelist & Menandro, 2011). In fact, it is
their “confessional affiliation [that determines] their sociability
networks” (Hervieu-Léger, 2008, p. 52). Prandi (2008, p. 159)
point out that the “aesthetic and behavioral limits imposed [by]
religion” discourage us from participating in a group bigger than
the one constrained by the church itself. (Scott & Cantarelli, 2004).

The second phenomenon derives from the first and its impli-
cations for strong ties. Due to the primacy of congregational relations,
itis possible to observe how “not rarely, the new [Evangelical] ‘family’
surpasses as [in] an investment of time and affection in relation to
the natural one” (Pacheco et al., 2007, p. 58). Evidence of how

“religion brings similar people together and separates them from
others” (Prandi, 2008, p. 159), how it performs a dual function of

“social identification: internal, because it incorporates believers into
a given community; external, because it separates those who do not
belong there” (Hervieu-Léger, 2008, p. 27).

Such a reflection is consistent with propositions, derived
from the field of social networks, on the benefits derived from a
proper balance between close and distant relations. The works of
Granovetter (1973, 2009), a key author, stand out. He built two pairs
of concepts —strong and weak ties and coupling and decoupling—
that are of interest to this study. Strong ties consist of frequent
and long-lasting contacts between two or more individuals. Weak
ties are characterized by infrequent relationships, created on
occasions for which contacts are fortuitous or of short duration.
Originating from different types of network, weak ties generate
and distribute unprecedented resources, which extrapolate those
available in the set of relationships in which the entrepreneuris
embedded (Granovetter, 1973).

Later, Granovetter advanced his work on social ties by
developing a typology of structures based on two main concepts:
coupling and decoupling. While coupling indicates the presence
of networks with strong interactions among actors, decoupling
suggests less dense and more fragmented networks. An excessive,
and insufficient, level of coupling could be detrimental to
certain activities. Observing the creation of small enterprises by
immigrant Chinese populations, Granovetter (2009) emphasized
the importance of the balance between coupling and decoupling,
and the concomitant presence of a balance between them.

While coupling generates “solidarity” and trust
relationships, expressed through bonds capable of generating
reciprocity, decoupling signals the possibility of distancing
and disconnection, which are important in certain situations.
Often, this relative distancing is how entrepreneurs can avoid

“uncontrolled solidarity” and abuse derived from strong ties
(personal friends, family), which could interfere in their venture
in a harmful way. Free of barriers generated by excessive coupling,
the individual can possess greater autonomy. According to
Granovetter (2005), a strategy based on trust and limitations
on obligations seems to be convenient in the creation of small
prosperous enterprises.

Granovetter states that a lack and excess of solidarity
both have negative impacts on the development of productive
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enterprises. The author points out that successful ventures should
have an adequate balance between coupling and decoupling.
In fact, “as important as the intensity of the interaction is the
clearly defined boundary beyond which such intensity and trust
fall off sharply” (Granovetter, 2009, p. 255). Granovetter (2009)
highlights that groups of entrepreneur emigrants, particularly
Chinese, seem to be more likely to have such attributes than the
native populations.

Essential to Granovetter’s (2009) conception is the notion
thatindividuals need to decouple from their native communities
and move to a new country to prevent uncontrolled solidarity.
Only in this way can they get rid of excess requests coming from
strong ties. In fact, “immigrants have an advantage over natives
in achieving the right balance between what might be called

‘ 99y

coupling’ and ‘decoupling’ (Granovetter, 2009, p. 258). Based on
that, it is clear that the related analyses usually take for granted
the most interesting part of the problem: the factors that make it
profitable to think of the maintenance and manipulation of ethnic
identity as a matter of rational choice.

Although geared to different contexts, it is possible to
observe the existence of certain similarities between the works
of Granovetter (2009) and those related to religious endeavors
(Almeida, 2006; Ciscon-Evangelist & Menander, 2011; Hervieu-
Léger, 2008, among others). As entrepreneurs, they initially, for
ethical-religious reasons, joined cohesive networks that could
eventually provide them with fundamental resources. At the same
time, notice how both types of entrepreneur seemed partially
decoupled from otheractors not embedded in the same religious
or geographical community. These two associations suggest that
religious entrepreneurs, at least theoretically, have the ability,
under certain circumstances, to benefit from the resources coming
from the adequate adjustment of their coupling/decoupling, like
the ethnic communities highlighted by Granovetter (2009).

However, there is something more there—something that
calls our attention to a distinct finding of significant theoretical
relevance. Unlike Granovetter (2009), who claims that the
displacement of individuals from their native communities to
another country is necessary to enjoy the benefits of the balance
between coupling/decoupling, the religious entrepreneurs
emphasized here theoretically do not need to move away from
their countries of origin. Two distinct concepts emerge from this
reflection. The first is based on Granovetter’s (2009) perspective
on ethnic entrepreneurship. The second is unprecedented. It
develops from the junction of Granovetter and authors focusing
on the sociology of religion (for example, Almeida, 2006; Ciscon-
Evangelist & Menander, 2011; Hervieu-Léger, 2008, among others).

Figure 1 illustrates the nature of this line of reasoning.

Figure 1. Views on the requirements for the
development of coupled entrepreneurs

Contemporary theoretical conception (A)
Granovetter

Appropriate Emigrate from Retain ethnic-
balance between their native geographic

coupling and communities differences in
decoupling could and... the receiving

be obtained by
entrepreneurs
who:

communities

Theoretical conception (B)
Granovetter + religious phenomenon

Remain in Show ethic-
their native religious
communities differences

and...

The first design (A) emphasizes the importance of spatial
displacement (change of country). The second (B) suggests that
religious conversion is enough to ensure an appropriate balance
between coupling and decoupling.

METHODOLOGICAL BASIS

Field research was initially conducted with 23 pastors from the
metropolitan region of Belo Horizonte. Of these, 16 contributed
to the empirical evidence. Two interconnected criteria were
employed. The first, methodological in nature, related to the fine-
tuning of the data collection tools. This took place during the
field research. The second derived from the first. The improved
tools allowed the researchers to strengthen the quality and
validity of the previous evidence.

The search strategy was qualitative, featuring
appropriation and triangulation of the qualitative and
quantitative evidence (Creswell, 2007; Meyer, 2001; Neves, 1996).
The method used was the multiple case study approach (Yin,
2010). Evidence collection was based on the combination of two
sets of criteria. The first related to the theoretical categories of
interest, including: i) pastors’ entrepreneurial orientation, i.e.,
their ability to act as entrepreneurs; and ii) egocentric social
structures relating to previous and later religious conversion
periods, investigating the factors and repercussions derived
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from each. For the first theoretical category, a qualitative
technique was used for data collection (semi-structured in-depth
interviews). For the second, two techniques were used: one,
qualitative in nature (in-depth semi-structured interviews),
which was considered the main one; and another, which was
quantitative (structured interviews). They were designed to
strengthen the previous evidence (Yin, 2010).

The second set of criteria related to the respondents’
characteristics, with four theoretical criteria. First, the
individuals had to be pastors. Second, they had to have
been converted from another religion. Third, they had to have
remained in the region where their conversion took place. Finally,
they had to have created and been responsible for a small
religious business. Indeed, pastors can create major religious
denominations. One example is the Universal Church of the
Kingdom of God, considered one of the churches responsible
for leading the emergence of what might be called “enterprise-
churches” (Mariano, 2003, p. 120). However, according to
Pacheco et al. (2007, p. 55), “pastors insert themselves into
autonomous Pentecostalism, [responsible for] creating small
and independent communities scattered around the outskirts
of major urban centers and organized [principally] around the
attributes [...] of their leaders.”

The in-depth interviews were conducted using guided,
but not strict, conversations (Yin, 2010). More than 51 hours of
interviews were recorded. The names of the interviewees were
changed for ethical reasons, with pseudonyms being chosen
at random. They are Abelardo, Antdnio, Benedito, Cristiano,
Damido, Edmundo, Fernando, Humberto, Itamar, Jeferson,
Kaio, Napoledo, Raimundo, Sebastido, Teodoro, and Ulisses.
The structured interviews (Gil, 1999; Yin, 2010) were based
on “social network analysis” (SNA). It was thus possible to
map the egocentric structures of the pastors (Hanneman &
Riddle, 2005, s/p) and understand, through sociograms and
algorithms provided by Ucinet 6.480 (Hanneman & Riddle, 2005),
the impact of interactions among actors (Hanneman & Riddle,
2005; Tomaél, 2007).

The structured interviews were carried out using fixed
questions, which were asked in the same order for all participants.
Since they incorporated a retrospective collection of longitudinal
data (Elliott, 2005), they followed a two-step pattern: i) a request
to the pastors to write the names of 40 people in their close circle,
both before and after their conversion; and ii) the construction
of a sociometric matrix. Together with the researchers, they
described the interactions of the “alters”, and indicated the kind
of relationship, in relation to their egos. The structures of seven

respondents were mapped. There were three reasons for this:
i) the pastors’ lack of availability, ii) their inability to access/
remember the names of contacts from before their conversion,
and iii) theoretical saturation.
The qualitative data analysis consisted of the
“examination [and] the tabulation of evidence” (Yin, 2010, p.
154). The strategy used was “analytic generalization” (Meyer,
2001; Yin, 2010). Sociometric matrices derived from the SNA
were used in the quantitative analysis. Three of them are density,
centrality, and clicks. Network density can be understood as the
“average strength of the connections between us and [...] a form
of closure in which the contacts are also connected” (Burt, 2000,
pp. 374-375). The degree of centrality indicates the number of
connections that the actors have in a given network. It is “a
measure of the direct influence that a vertex has in relation to its
contacts” (Freitas, 2010, p. 2). Finally, clicks refers to subsets of
networks. It comprises “actors connected by cohesive relations
(Burt, 1980, p. 80), tightly intertwined with each other (Burt,

”

1980; Hanneman & Riddle, 2005).

The quantitative Spearman’s rank correlation coefficient
was employed, simultaneously, in an innovative approach for
studies associated with networks. The transformation coefficient,
little used in the investigation of social structures for two
periods of time, together with indicators derived from SNA
enabled broadening of the understanding of the influence of
religious conversion on changes in egocentric networks. Siegel
(1975) highlights that the Spearman correlation coefficient is
a measure of association whose variables must be shown, at
leastin an ordinal scale, so that the objects orindividuals under
study may be ranked in two ordered series. In this study, the
ranks were created on the basis of the number of individuals in
each relationship group. The association that we investigated
referred to the periods before and after conversion. To do this,
the following formula was used:

6>, d
"N'°—N

where “d.” refers to the value of the Spearman rank
correlation coefficient; “2” to the sum; “d.” the difference
between the two ranks (before and after religious conversion);

[ ”

ro=1-—

to the value number 1 (one); “N” to all pairs of sample
values; and Zi:ldf to the “sum of classified differences
squared” (Pocinho, 2010, p. 69). Exhibit 1 details the formula,
elements, and interpretation of the Spearman’s rank correlation
coefficient.
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Exhibit 1. Breakdown of the Spearman Coefficient

Concept Formula Elements Interpretation
Coefficient of 621\1 a2 In which: “Measure that requires both variables
Spearman’s r=1— = at least to have an ordinal scale.”

rank correlation

r.: correlation coefficient;

N’—N

When the ranks are equal: d; difference of ranks.

DDV DI
2027 )y

N: Number of sample values

7: Indexor ranging from 1 to N

xr= X — X :difference of the X
scores and their mean.

(Siegel, p. 228)

The higher the d;:

a) the less perfect the association
between variables;

b) The significance test;

SxZIM—ZT

v
, N'-N

sy =N _sr
_ r—t

I'="1

y=X— Y :difference of the Y
score and their mean.

T: Correction factor;

t: Number of observations equal to
the determined rank

The null hypothesis corresponds to
the absence of correlation between
“before” and “after” conversion

RESULTS OBTAINED

When they convert, evangelicals end up experiencing a transformation
in their social structures that is characterized by the onset of two
movements. The first is their estrangement from family members and
close friends. Napoledo stressed that “people distance themselves
fromyou.” “When we [...] embrace the faith, [...] it is even upsetting
to say, but people avoid us” (Ulisses). “I have testimony of people
who converted to the church and the family did not want to see
them any more” (Edmundo). “Unfortunately, you only meet family
at funerals. It’s even scary to think this. Those who preach life only
find relatives in death. It’s a strange pun” (Humberto).

The second transformation is associated with the
reconstruction of relational structures. After conversion,
individuals begin to interact mainly with other evangelicals. In
fact, “I began to relate more to evangelicals” (Abelardo). “[I made]
great friendships with the brethren of the church” (Jeferson). This
implies, practically, “starting from scratch. Let us re-consider
another bond of friendship” (Edmundo). “It’s natural. At lunch, for
example, you no longer invite the family. You invite the brothers,
and other pastors” (Humberto).

Look at the case of Pastor Jeferson, for example. Figure 2
shows his egocentric social structure from the period prior to his
religious conversion.

Figure 2. Graph representing Jeferson’s social structure before conversion
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Note: For “relationship groups,” i) red circle = acquaintances and ii) blue triangle = family members.
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Note how Jeferson was mainly related to “acquaintances” and family members. This structure was almost totally modified
after his religious conversion, as can be observed from the sociogram shown in Figure 3.

Figure 3. Graph representing Jeferson’s social structure following conversion
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Note: For “relationship groups,” i) Red circle = acquaintances, ii) green diamond = church members, and iii) blue triangle = family members.

Notice how, after his conversion, Jeferson became
especially close to members of his church, dissociating
himself from previous ties, including family and friends. This
transformation was repeated with other pastors whose sociometric
data was collected. Table 1 details the number of people for the
periods before and after conversion.

Table 1indicates how, before conversion, the interviewees’
interactions were mainly with family members (37%), friends
(45%), and acquaintances (15%). Afterwards, however, members
of two new social groupings—church (42%) and pastors (14%)—
were jointly responsible for more than 50% of their relationships.
Note, therefore, the transformation of the pastors’ post-conversion
structures compared to those of the previous period. To show this,
the Spearman correlation coefficient was used in addition to those
indicators already discussed. The results were not significant, with

a p-value greater than 5% (Siegel, 1975). Regarding the probability
of error when rejecting the null hypothesis, the lower the p-value,
the greater the probability that the null hypothesis is false
(Bisquerra et al., 2004). In this study, the hypothesis was Ho =
correlation = zero: the relationship structure before the conversion
differs from that following conversion. The alternative hypothesis
(H1) was that the relationship structure before conversion does
not differ significantly from that following conversion.

This indicator showed that there was no supporting
evidence for correlations between the compositions of the
structures before and after conversion. This indicates that
individuals, after conversion, transformed their relational
frameworks almost completely. This effect could be seen for all
pastors and, therefore, for each interviewee. The case of Pastor
Ulisses (Table 2) details the changes in his social structures.

Table 1. Distribuicao percentual dos grupos de relacionamento dos pastores

Groups A_Abelardo | D_Abelardo | A Benedito | D_Benedito | A_Jeferson D_Jeferson A_Kaio D_Kaio
Family 0% 18% 38% 40% 60% 23% 48% 55%
Friends 55% 5% 30% 30% 40% 18% 23% 8%
Acquaintances 45% 0% 33% 0% 0% 0% 25% 0%
Church 0% 73% 0% 25% 0% 60% 0% 30%
Continue
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Table 1. Percentage distribution of pastors’ relationship groups Conclusion
Groups A_Abelardo | D_Abelardo | A_Benedito | D_Benedito | A_Jeferson D_Jeferson A_Kaio D_Kaio
Pastors 0% 5% 0% 5% 0% 0% 0% 8%
Workmate 0% 0% 0% 0% 0% 0% 3% 0%
Classmate 0% 0% 0% 0% 0% 0% 3% 0%
Total 100% 100% 100% 100% 100% 100% 100% 100%
Correlation
Spearman (p-value) -0.19 p=0.69 0.27 p=0.48 0.54 p=0.21 0.05 p=0.91
Groups A_Napoledao | D_Napoledao | A_Teodoro D_Teodoro A_Ulisses D_Ulisses A_PASTOR D_PASTOR
Groups 5% 38% 90% 43% 20% 13% 37% 33%
Family 75% 5% 10% 0% 80% 15% 45% 11%
Friends 0% 0% 0% 0% 0% 0% 15% 0%
Acquaintances 0% 33% 0% 45% 0% 28% 0% 42%
Church 0% 25% 0% 10% 0% 45% 0% 14%
Pastors 20% 0% 0% 3% 0% 0% 3% 0%
Workmate 0% 0% 0% 0% 0% 0% 0% 0%
Classmate 100% 100% 100% 100% 100% 100% 100% 100%
Correlagao
Spearman; (p-valon 0.02 p=0.96 0.09 p=0.84 0.18 p=0.68 -0.08 p=0.87

Nota: (A= antes; D = Depois da conversao)

Table 2. Spearman’s coefficient relative to Pastor Ulisses’

social structure

Before After BR:POIT'Z E\?‘?ekrs di (di)?
0.20 0.13 6 4 2 4
0.80 0.15 7 5 2 4

0.0 0.0 3 2 1 1
0.0 0.28 3 6 3 9
0.0 0.45 3 7 -4 16
0.0 0.0 3 2 1 1
0.0 0.0 3 2 1 1
Total 36

Notice how the number of draws “before conversion” was
five. Ergo, the correction factor (T) = (53 -5) /12 = 10. At the same
time, only one sequence of draw positions was observed. Thus,

>T=10 (for X). The number of draws was three “after conversion.”
Correction factor = (33 —3)/12 =2 =>3T=2 (forY).

Sx*= (7*=7)/12-10=18
Sx*= (73-7)/12-2 = 26

Therefore, the Spearman’s correlation coefficient is:

DI ED VDI
Wy

r,=(18+26 — 36)/(2 * ((18 * 26))°0,5 = 0,1849

Siegel points out that, for n>10, the r_test should be the ¢
of student, presented in the following formula:
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t=r N—2
s 1_7}2

When the values are replaced,

t=0.1849 *V((7 - 2)/(1-0.18492)) = 0.4207

P-valor = 0.69

Indeed, religious ties take precedence over family
members after conversion. Four factors explain this. The first
is the nature of evangelical interactions. For some, they have
a familial character: “A brother [of the faith] is more than a
relative. Often, you do more for a brother than for a relative”
(Humberto). The second relates to conversion. Afterwards, the
individual’s interactions with evangelicals make up for their
estrangement from their family: “There was a time when I missed
them. Wow! One moment there were loads of people here. Now
there’s nobody. [...] I’'m going to church” (Edmundo). The third is
religious in nature—a manifestation of Divine Will: “For us to do
the will of God, [...] we often have to deny ourselves a lot. House,
family and employment are denied in order to do God’s will”
(Napoledo). Finally, the fourth is associated with cooperative
behavior. Converts get support from evangelicals that they do
not find in the family: “At the time when | was most in need, it
was not my family that helped me. It was the church” (Kaio).

When they create their own churches, pastors seem
capable of stimulating a combination of three sets of attributes
that are fundamental to their endeavors. The first is behavioral
in nature. Pastors seem able, in the creation and development
of their institutions, to act as entrepreneurs. “Six out of every
ten pastors” (Anthony) are like this. In fact, Humberto stressed
the existence of a corporate dimension to the churches: “Do not
think that the religious institution is different from any other
institution. It is not! [...] | can tell you that a church is like any
other private institution.” Herein resides the utilitarian and
entrepreneurial behavior of pastors. It can be observed, for
example, in competitive disputes. Pastors “understand that
church has another name, which is competition. It is my church
which is going to take you to heaven” (Benedito). The dispute
is “so strong that they tend to keep an eye on their brother’s
church” (Cristiano).

In this context, “the vision is of a company” (Benedito). It
is common for “big churches to want to swallow up small ones
(Edmundo). There is “competition as if it were supermarket and

”

advertising” (Fernando). This is evident in the search for new

believers. Two main forms are found here: making disciples or
proselytism. In the first, “you [convert] a person, for example, a
Catholic, whom we evangelicals think will not reach salvation”
(Humberto). For evangelicals, if the person “was not born again,
if he did not accept Jesus, he goes to hell” (Humberto). In the
second, they take members of other evangelical churches and
take them “to the other, only because of the advantages [they]
can bring with them” (Humberto).

The second set of attributes is relational. They relate to the
pastors’ capacity to build a close relationship with the faithful.
In fact, pastors and believers of the same church build and
sustain, among themselves, cohesive networks based on mutual
assistance. “We seek to be a family” (Napoledo). “Everyone
fights the other’s fight” (Theodore). This network is based on a
voluntary and unconditional dimension. Evangelicals mobilize a
wide range of resources to help. “They do what they have to do”

(Cristiano). “They come together and help” (Kaio). “Many prefer
[to] bless rather than receive” (Edmundo). This unconditional aid
manifests in the growth of the churches. In fact, this is largely
a result of the resources obtained by pastors from believers.
“Today, all we have achieved in the church, acquiring things,
[is] through them” (Kaio). In fact, “church is not like this: | have
money, | will build. [...] There must be participation of all who
are committed in this work” (Teodoro).

The third attribute is the outstanding capacity of pastors
to inhibit the actions of profiteers—those people who seek to
enjoy the benefits without contributing. “There are opportunists
everywhere” (Abelardo). They “keep an eye on out. They think
the church is a source of profit.” “It’s everywhere. They see the
big church, and think that it has money” (Fernando). “We see
the mischievousness of the person” (Abelardo). There are two
groups of usurpers. The first is made up of people outside of the
ministries. “They do everything. A person arrives in front of you
and cries. The person is a performer. Just like this, in front of
you. [It is] common” (Itamar). The second group is made up of
believers, by members of the churches. “Unfortunately, people
are so hungry for money. It’s like this: the church has money, it
can help me” (Fernando). “There are cases of outsiders. They say
to themselves: the grass is greener here. They convert in order
to stay. [...] They only want the benefits of the work” (Sebastiao).

Two sets of attributes help pastors avoid profiteers, both
external and internal. The first is of an active nature, carried out
by the pastors in a planned way. It involves investigating need,
helping only those individuals that were recommended, and
postponing the delivery of aid. The second is relational, and
relates to the sustained relationship structure between pastors
and members of their churches. Pastors and believers interact,
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almost exclusively, with members of the same congregation.
They resemble “urban tribes, [whose members] only relate to
each other. [...] But this is [even] clearerin the church, because
it lasts a lifetime. [...] It is natural for you to think [of it] like a
biological family” (Humberto).

Such a delimitation has different implications. Three of
them stand out. The first is the near absence of ties between
evangelicals from different ministries. “They do not mix with
anyone. They are closed, private groups” (Damido). The second
is a reflection of the first. It is the impossibility of other people,
whether family or not, taking advantage of the resources built by
the ministerial structure. These implications are directed mainly
toward the members of the churches. “Many [...] think that the
resources are just for them. This behavior has not changed.
[...] My group is more important than the others. This causes
social stratification” (Humberto). Finally, the third implication
is associated with a non-assisting dimension. Pastors and
believers are partially estranged from others. This enables
them to suppress claims from people not embedded in their
congregational structures. “If you want help, you come to the
Assembly,” said Humberto. “If you go to the Foursquare Church,
the pastor there helps you. | will not help you [...] in this way.
[...] there is no interreligious dialogue.”

FINAL CONSIDERATIONS

The results obtained allow us to make some interesting
observations. The first relates to entrepreneurial activities. As
Granovetter (2009) affirms, empirical evidence suggests that
the successful efforts are based on an appropriate equilibrium
between coupling/decoupling. Excessive coupling of church
members to local communities would stimulate this uncontrolled
solidarity. On the other hand, total decoupling would imply a
rupture between members of the churches and members of
the communities, resulting in essentially occluded networks,
hindering their growth. Thus, the field data obtained propose,
similar to Granovetter, that the total presence and/or absence of
coupling/decoupling would be detrimental to the development
of productive enterprises, whether religious or not.

The second finding derives from the previous one. Like
Granovetter, who supports the notion that ethnic entrepreneurs
are capable of adequately adjusting their coupling/decoupling,
the evidence obtained here suggests that religious entrepreneurs
are also capable of doing this. Two clusters of evidence
demonstrate this. The first relates to coupling. Pastors and
believers build and sustain, among themselves, close structures

of mutual aid and horizontal solidarity. Built within the confines
of congregational coupling, these networks are able to provide
them with resources considered in many ways fundamental.
To the pastors, they provide the creation and development of
their churches. To the believers, they satisfy their varied needs.

The second is associated with decoupling. It unfolds into
two complementary spheres. The first is familial. Pastors and
believers are, after their conversion, partially decoupled from
their previous ties (see, for example, Almeida, 2006; Ciscon-
Evangelista & Menandro, 2011; Hervieu-Léger, 2008; Pacheco
et al., 2007; Prandi, 2008; Scott & Cantarelli, 2004). This was
found in this research. New converts seek to make up for the
absence of family by interacting with other evangelicals. The
second sphere is institutional, as is associated with the scope
of the church as a whole. The congregational collectivity that
couples pastors and believers in cohesive mutual aid networks
also limits their borders of sociability. The research data suggest
that there are pastors and believers decoupled from people
who are not part of their churches. Family members and other
evangelicals are included in this. This presents us with three
additional findings.

The first is that decoupling is partial, not complete.
Pastors and believers maintain interactions, however restrictive,
with individuals outside their structures. The second is that the
services provided by the churches are circumscribed. They are
intended, almost exclusively, for the members of the institution.
The third is a consequence of the previous one. People not
engaged in congregational collectivity are unable to enjoy the
resources and benefits built by ministerial structures.

It is worth noting that, like neo-Pentecostal churches,
pastors and believers seem capable of obtaining an adequate
balance in their social structures due to the religious-
congregational collectivity they share. This finding expands
Granovetter’s (2009) preliminary proposal on the requirements
necessary for entrepreneurs to obtain an appropriate coupling/
decoupling equilibrium. The appropriate balance between
coupling/decoupling, considered essential for the development
of productive enterprises (religious or otherwise), can be
obtained, according to Granovetter, by emigrant entrepreneurs,
and also by religious entrepreneurs and neo-Pentecostal pastors,
as seen in this study,

However, there is something else here that reveals
a third point of considerable theoretical relevance. It is an
unprecedented reinterpretation of Granovetter’s (2009) concept.
He maintains the necessity of displacing individuals from their
native communities so that they can, in other countries, enjoy
the benefits derived from the proper balance between coupling
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and decoupling. However, the empirical evidence obtained here
suggests that it is not fundamentally necessary for entrepreneurs
to move away from their countries of origin for this. That is, itis
not necessary to promote spatial changes.

Neo-Pentecostal pastors are evidence of this. They
achieve, without making geographical changes, an adequate
balance in their social structure. They do this by converting,
partially decoupling from their ties, and then engaging in
and prioritizing close neo-Pentecostal structures. In them,
they become pastor-entrepreneurs and enjoy, like the ethno-
geographic entrepreneurs highlighted by Granovetter (2009), a
singular position regarding the nature of coupling/decouplingin
their social structures. This is an important theoretical finding,
incorporating a totally unprecedented interpretation of the
literature on coupling/decoupling.

In addition to the above conclusions, this article makes
original contributions in the theoretical and methodological
dimensions, with practical implications. In the theoretical
dimension, i) it extends the current understanding of coupling/
decoupling (Granovetter, 2009), revealing unprecedented
criteria related to its appropriate adjustment; ii) it expands
Granovetter’s proposition that emigrant entrepreneurs have
advantages over natives in achieving a balance between coupling
and decoupling to religious-entrepreneurs; and iii) it shows and
expands Granovetter’s conjecture that it is not fundamentally
necessary for entrepreneurs to leave their countries of origin in
order to achieve an adequate balance between coupling and
uncoupling.

In the methodological dimension, this research was
innovative because of its use of Spearman’s coefficient in the
analysis of social networks to investigate transformations in the
social structures of individuals, based on a sociometric survey
of different periods. In doing so, its relevance and use, not yet
emphasized for studies of this nature, was highlighted. There are
important practical implications. First, the need to incorporate
themes related to social structures in entrepreneurship
programs is evident. Second, the importance of administrators
who understand churches as productive enterprises creating
and formatting implementation and development strategies
for those churches was revealed. Third, it reemphasized the
prominence of the Brazilian religious context as a fertile field for
research and new discoveries by researchers of administration.

New theoretical and empirical studies are necessary. They
could advance the coupling/decoupling conceptualization that
was merely outlined here. In this sense, we suggest i) investigating
the existence of other relevant factors, in addition to those of a
religious or ethnic-geographic nature, ii) using SNA in the study

of pastors’ social structures and theirimpact on the development
of churches, iii) comparing the entrepreneurial trajectories of
different pastors, relating them to the evolution of their religious
organizations, and iv) defining and delimiting reference criteria
for entrepreneurial behavior in the religious context.
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COPYCAT: SIMILARITIES AND ACADEMIC
PRODUCTION IN THE DIGITAL AGE

INTRODUCTION

My experience as a RAE editor allowed me to learn about the difficulties of dealing with the issue
of similarity of scientific publishing in the digital age. | had to deliberate on sensitive issues
constantly, and in several opportunities | expressed myself, in oral presentations and in RAE’s
editorials, how | was dealing with this complex subject. In this brief article of the Perspectives
section, | discuss some concepts using editorials of that period.

| will avoid, whenever possible, the expression, “plagiarism,” as this discussion aims at
informing and educating authors. Plagiarism presupposes deceit, and in most cases | faced, the
main problems were errors of interpretation and lack of understanding of the academic publishing
process. In cases where an explicit bad intention is identified, the problem has a different nature,
and | will not discuss them here because they happen less frequently and must be addressed
according to legal precepts, which is not my specialty. The purpose of this article is to help well-
meaning authors in situations they may face when preparing papers for publication in high-level
journals.

Firstly, to better understand the complexity of the problem of similarity and the diversity of
situations in which it occurs, | recommend consulting the infographic Did | plagiarize? (The Visual
Communication Guy, 2014). This infographic introduces a typology that comprises 13 different
situations in which some degree of similarity in an paper is possible. The gravity of the problem
varies according to the situation faced. Authors can learn about the limits of reusing texts in
scientific works by answering the questions in the infographic.

Secondly, we are in the process of cultural adaptation to an increasingly digitized world.
Until a few years ago, copying text from one place to another was much more laborious than writing
an original text. The copy & paste practice is relatively recent in our lives, and due to technical
issues was only introduced by the spread of digital technologies. As it is an easy and convenient
practice, it has spread rapidly, and we are not yet fully aware of the risks it involves.
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Thirdly, and herein lies the most complicated problem,
we (scholars) are under pressure by the publish or perish logic.
The perverse thing is that the evaluation of scientific production
is better fit to compute “quantity”, with much less consensus
on how to identify the “quality” of this production. This is the
origin of so-called “productivism,” a harmful behavior for the
evolution of scientific knowledge, which has been discussed
constantly in the academy, and generated good papers, some
published in RAE (Machado & Bianchetti, 2011).

After this introduction, we will advance the discussion
on similarities by addressing two topics. The first is about
differences and similarities in full papers, i.e., how to consider
two papers that are actually one or a paper that has been divided
intwo. The second is about similarities found in parts of papers,
i.e., material that is copied from one paperand used in another.

REPUBLICATION AND SALAMI

Initially, | will present a discussion from the editorial, “Ethics,
and discernment against productivism” (Diniz, 2013), written
in response to a question addressed to the editorial team
on whether the journal would accept a second version of
one previously published, either in another language or with
modified text.

Although the obvious answer should be “no,” the
question allowed me to reflect more deeply on the situation of
a hypothetical author who, having originally published a paper
in Chinese, would like to share ideas with other audiences, for
example, in Brazil. On the one hand, it cannot be denied that that
paperwould be original in the Portuguese, what could justify its
republication. On the other hand, by accepting this paper, the
journal could tarnish its image for publishing a paper already
published, even though it was in a language unfamiliar to most
of its readers. Although this may seem a somewhat Byzantine
question, it gains relevance if we consider the hot debate in the
academic environment about which language national journals
should adopt.

However, the editorial moves in another direction and
poses a different question: Who does a magazine intend to
serve by republishing a paper? If the answer concerns needs
of the hypothetical author to publish in a more relevant journal
because the Chinese version was published in a lower ranked
journal, then we are facing the productivist logic. Alternatively,
ifthe paperis explicitly identified as a reproduction, preventing

it from being registered as a new production of the author, and
the editorial team evaluates that it is of interest to the journal’s
community, it is possible to accept the idea of republication.

What is important in this case is to understand that one
journal’s primary commitment must always be to its readers,
and not to the logic of productivism. Although scientific journals
are committed to their authors, they should be predominantly
committed to their readers and the principles of the ethical
dissemination of knowledge. Thus, the best response to the
question addressed to the editorial is, “It depends.” Publishing
simply to meet the hypothetical author’s needs should receive a
resounding “No,” while republishing a paper, communicating to
readers the existence of the original version, and emphasizing
the relevance of the dissemination of that knowledge in an
ethical manneris acceptable.

A similar situation occurs when a modified version of
another paperis published. Would it be possible to extract more
than one paper from a single different empirical investigation
analysed on the same theoretical approach? Or, otherwise,
to publish different papers from the same empirical basis?
Once again, we have to isolate the logic of productivism
and evaluate the possible contributions of the paper to the
primary target audience of the journal, its readers. If the similar
version brings no new contribution, there is no interest in the
publication. Alternatively, if using a new conceptual approach
over the same data or using the same conceptual approach
on different empirical data sets brings a new contribution to
a given academic area, the second version could be accepted.

Avoiding what is popularly called “salami research,”
a practice in which the author divides content for the sole
purpose of producing a greater number of papers, it is perfectly
acceptable to imagine one single research work as a source for
different papers. Again, the important thing is not the number of
papers but the diversity of contributions. Although any publisher
might prefer a more complete contribution in a single paper
instead of two partial contributions in different papers, what
should be avoided is the logic of productivism.

Identifying whether two papers are actually a single paper
is not always an easy task. Many authors would like journals to
state in their publication guidelines the conditions for acceptance
of modified versions. However, as noted above, not everything
is crystal clear. Although journals are obliged to define what
is acceptable within their editorial line, each case is unique.
Moreover, as the editorial concludes, “more than any rule, ethics
and discernment are the best medicine against productivism.”
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LIMITS OF SIMILARITY IDENTIFICATION
TOOLS

Another editorial (Diniz, 2015b) addressed the implementation in
RAE of a new tool for identifying similarities. As an increasingly
common editorial instrument for scientific journals, | nominated
similarities detection systems as the “second stage of the digital
revolution in scientific journals” (Diniz, 2015a).

Given the higher level of digitization in our society,
journals must care about ensuring integrity on what they publish
and felt pressure to identify similarities in papers they receive.
Although ethics is most obvious issue to influence adoption of
similarities detection tools, dealing with intellectual property
rights in an academic context cannot be ignored.

When using a similarity detection tool, journals must
make decisions on conflicting situations they have not
experienced in the past. With the system’s implementation in
RAE, | realized that classifying and addressing different cases
of similarity had become a much more complex activity and
therefore caused potentially rising attrition between the editorial
team and authors.

These systems aim to prevent journals from publishing
excerpts from third-party texts without referring to the original,
although these cases are not very problematic, since many authors
are trained to avoid such situations. Moreover, if this happens,
authors usually acknowledge their error, and generally accept
the request for a change, revising the citation to bring itin line
with ethically acceptable ways of referring to the work of others.

Concerning the problem of incorrect, incomplete, or
misquoted citations, in another editorial (Diniz, 2014), | drew
attention to an article in the Times Higher Education journal
that describes a situation in which the respected Polish
intellectual, Zygmunt Bauman, the creator of the concept of

“liquid modernity,” reacted to an accusation of plagiarism by
a doctoral student. According to the opinion editor of this
journal, in his response to the indictment, Bauman claimed
that “high-quality scholarship does not depend on obedience
to technical rules on referencing”, an opinion not supported
by most journals and probably by the scientific community at
large. Although Bauman also made clear that he “never once
failed to acknowledge the authorship of the ideas or concepts
thatinspired the ones” he coined, this episode would not have
happened without the existence of similarities detection tools.

There are other cases in which attrition between journals

and authors may increase because of the use of these tools. It

is very common, for example, to identify similarity in different
texts by the same author. Authors usually reuse parts of their
previous work, a practice known as “self-plagiarism,” and do
not generally consider this a wrong practice, as the text they
reuse is their own. However, from the perspective of journals,
this situation is not so simple.

Depending on the original source, the innocent and well-
intentioned author’s practice of reusing parts of his own text
can cause problems forthe journal. In less serious cases, when
the original does not imply assigning copyright to a publishing
entity, as in a conference paper, for example, many journals even
take in account the similarity and adopt the understanding that
in some cases previously published versions are only natural
stages in the development of a paper.

Itis different when the original source is associated to a
copyright contract, which is common in most journals. In such
cases, the contract between author and publisher usually limits
its use, in whole orin part, by another publication. Thus, when
this type of similarity is found, the journal is obliged to ask the
author to rewrite the text to eliminate similar excerpts, under
penalty of being sued for misappropriation. Authors who have
difficulty understanding the separation between “authorship”
and “ownership” of an intellectual work feel offended, as they
believe that they have done nothing wrong. However, by signing
a contract with the original publisher, the issue ceases to be
purely ethical and becomes related to commercial law.

The extension of problems resulting from the identification
of similarity goes beyond what has already been exposed. What
if similarity is found in different papers published by the same
publisher? Take as an example this article you are reading now.
| set out to write about a topic | had previously discussed in
RAE editorials, and | reported this in the first paragraph of this
article. After being analyzed by RAE’s similarity detection tool, |
discovered that this article has a 9% similarity with the editorials
| wrote myself and published in the same journal. Even if RAE
does not wish to sue itself, there will be people claiming that
| am “rehashing” old texts, because they would prefer to read
new unpublished ones.

This is only a small sample of the enormous variety of
situations that occur when a journal begins to check for similarity
in its editorial processes. Aside from the origin of the text, many
otherissues are also considered in similarity assessment. One
of these issues is the amount of similar content. How much
is “acceptable”: a sentence, a paragraph, a page, or half of
the paper? Moreover, in which part of the text is the similarity
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found: in the introduction, theoretical review, methodology
or conclusions? All of these questions open doors to many
situations that do not always have easy solutions.

Otherissues emerge with the increasing use of automatic
similarity detection tools. By exclusively verifying textual similarity,
i.e., identifying similarities between a submitted text and others
already published, these tools automatically check word by
word, and are unable, for example, to compare published texts
in different languages or even identical ideas written differently,
something that humans are perfectly capable of doing.

A case that is worth reporting, and which illustrates
the limits of these tools, is it was when a reviewer suspected
similarities in an paper that had not been detected by the
RAE’s system. The reviewer requested further checks, and it
was discovered that the identification included a large number
of double quotations (such as Author 1, 1900; Author 2, 2000),
which is quite unusual. The author could not escape the
reviewer's watchful eye, despite not having been detected by
the tool of translating excerpts verbatim from another paper,
and copying even the references. The similarity was high butin
another language, and the paper was not published.

As similarity detection tools continue to evolve, artificial
intelligence capabilities will soon be incorporated as well. |
suspect that the process will become more complex for journals,
and they will have to adapt to an even more sophisticated
typology of similarities.

RAE explains the whole process of tracking similarities
in its guidelines (RAE Guidelines, n.d.), clearly stating that the
report generated by the tool is used in addition to decision
making on the acceptance of an paper. Following this process, the
paperis evaluated by editorial staff before any communication
is forwarded to the authors. Regardless of the results reported
on similarities, the tone used in communication with the authors
should never be one of accusation. It is always better to ask for
clarification on the points where similarity exceeds reasonable
limits, and give the author the floor.

CONTINUOUS LEARNING ON A COMPLEX
AND EVOLVING SUBJECT

As has been affirmed from the beginning of this brief article,
dealing with the issue of similarities is not a simple task,
because it involves cultural issues in a constantly evolving
technological environment. The mechanisms for scientific
knowledge dissemination, including academic journals, are
changing rapidly for technical and economic reasons.

Furthermore, the traditional perception of the evolution of
science is that it rests on the pillars of knowledge that is freely
shared, new concepts developed from a preexisting base, and
community identification of what is new in a given area. Although
these principles may look simple and obvious, their applicability
is complicated due to economic, social, and even political factors.

As Professor Maggiolini (2014) teaches us, even ethics
have been affected by the growing digitalization of society. The
Bauman case mentioned previously is especially emblematic,
because itis associated with a thinker who greatly contributed
to the knowledge of our interconnected society.

Academic authors, pressed by the wave of productivism,
use digital resources the best as they can to expand theirimpact
on respective scientific communities. Organizations such as
the Committee on Publication Ethics (COPE) help us to better
understand the limits of what we can do and what we should
not do to reach this goal, and everyone engaged in academic
activity should be in touch with its principles of transparency
and best practices for scientific publications (COPE, 2015).

To conclude, the key pointis to avoid “copycat” behavior
(whereby one copies ideas from others and presents them as
one’s own) on any of its possible levels. Let us use all available
digital resources, endeavoring to always act ethically and avoid
productivism.
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DEJA-VU IN ACADEMIA: | HAVE SEEN THIS
BEFORE!

HAVE YOU SEEN THIS OR NOT?

There are things that enter our lives that make us think: again? The plagiarism issue is one of those

things that never seems to be resolved and it will probably not be eliminated.

Academic activity, regardless of its form, is mobilized around the search for solutions to the
problems in action areas that result from new knowledge in any dimension. According to the word
ontology, merit recognition to a given subject or group of subjects based on discovery, identification,
or creation is a great honor for a researcher. In a broader sense, it is the recognition by peers,
authorities, organizations, and society that fit in a given area of knowledge.

In Applied Social Sciences, which comprises an extensive range of focused knowledge, there
are peculiar aspects, including the relatively lower tangibility. We do not have a vaccine, a chip, a
sticker, a medicine for fungus, a new comet (I exaggerated the concept of tangibility) to present
for display. | would like to acknowledge the merits of the ancestor who mastered fire, because we
still benefit from it today. It is an example of a “seminal” contribution that benefits many areas.
Anonymity prevents this person from be recognized today, but certainly this brilliant researcher must
have received tremendous recognition and considerable power in the community.

In the areas comprised by Applied Social Sciences, contributions affect institutions. When
this path is trodden, people welcome new contributions as solutions to problems, thus providing
a relatively long way between innovation and use. Ruptures are rare, and the preponderance
of innovation is incremental in essence and in the form of communication. In this combination,
uniqueness is only identified and valued by a specialist, an aware and informed researcher. Publishers
of books, articles, and academic journals in educational institutions have much to do with the
problems and, especially, the solutions to valued recognition.

PLAGIARISM IN THE GENERATION OF KNOWLEDGE

Some activities do not add value in the academic environment, while others destroy it. This is a set of
inadequate practices incorporated into the research process that socially tarnish the entire process
of generating and communicating knowledge. Among them, plagiarism is a practice that always
destroys value in the short and long term. It damages authors and the publishing macro-environment
of authors, reviewers, readers, and other stakeholders. It destroys the logic of meritocracy, and the
very motivation of a researcher when he is not identified, reported, and penalized. Someone wins
while someone else loses, and a sense of justice is not maintained.

A sensitivity to the problems of plagiarism has developed among researchers, government
agency employees, research institutions, and the public. It regards ethical conduct as essential to
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scientific research; consequently, collaboration and trust among
agents may provide conditions for project development (Shamoo
& Resnik, 2009).

The definition of plagiarism from Shamoo & Resnik (2009),
would be: “Plagiarism is the appropriation of ideas, processes,
results, or words without giving appropriate credit” (p. 148).

It is believed that the environment can be improved if
plagiarism is an issue to be solved according to its moral sense
thanin the legal sense, although this is not our researchers’ way
of thinking.

Even though there are qualitative parameters to identify
plagiarism, the qualitative logic is very strong. In some cases, the
percentage of texts that are equal or even similar to what has been
previously published facilitates the decision-making process of
whether to treat a given case as plagiarism. | dealt with a case
in which a single sentence unrelated to the citations made the
article contribution innovative although it was not. Moreover, it
had already been reported by another researcher. In other words,
the qualitative issue of something relevant that has already been
reported by others is crucial to tackling this issue.

Without exhausting the possibilities and even relating them to
how they are captured, there are several practices that may be linked
to plagiarism, according to the concept placed in this reflection. This
includes plagiarism of the following: literature review texts, analysis,
conclusions, references when cited by an author, but not read by him
orherinthe original source, texts in different languages, and tables
and figures. This also includes self-plagiarism.

The question of self-plagiarism requires careful analysis
because the argument that it does not harm other people is
too simplistic (Shamoo & Resnik, 2009, p. 101). It does harm,
since it fosters recognition of something that has already been
communicated. Moreover, an author who develops such practices
is more favorably placed in rankings and assessments than others.
In the world of Creative Commons, this has no limit and it cannot
be forgotten.

THE ONLY WAY TO SOLVE THIS PROBLEM
IS TO UNDERSTAND THE CAUSES

What would be the causes of plagiarism? There may be several,
and some of them are correlated. | am going to take a relatively
heuristic approach to focus on reasons found in routine activities,
not necessarily stemming from studies developed from rigorous
statistical treatments. Considering several possibilities, |
would like to highlight the following reasons, regardless of
circumstances:
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Disinformation

Let’s start with the benefit of the doubt. Among the several
preventative, elucidative mechanisms on inadequate research
practices, including plagiarism, the following ones may be
mentioned: subjects that deal with ethical issues in the
research process, ethics committees, Committee on Publication
Ethics (COPE), extensive literature available in books, articles,
and websites. Still, it is possible that a lack of awareness in
implementing the citation commitment occurs (TurVifes, Fonseca-
Mora, & Gutiérrez-San-Miguel, 2012).

Ways of working in teams

9

| cannot tolerate the catchphrase “Blame it on the intern
anymore. A research group must have a leader, someone who
is committed to tutoring, coordinating, checking, and compiling.
Students in scientific initiation projects, as well as master’s,
doctorate, or post-doctoral degree students, integrate any group
activity, whether it is a study among peers or even tutoring. In
summary, someone should ensure that ethical procedures be
followed. It is rather disappointing to see the widespread use
of the intern’s strategy.

Pressure to look pretty in the picture and
rapidly generate production

The career pressure (Goodstein, 2010) and the logic of
productivism have been used to justify countless problems
(Martins & Lucena, 2014). It is not that the pressure does not
affect people, but to consider that this is the main great reason
to justify fraud means to ignore people’s character. In the famous
Enron case, an article was published defending the cause of
fraud as the organization’s existing budget. It might be a good
theme to employ the Attribution Theory. | understand that itis a
variant of “blame it on the intern.” The difference is that there is
no subject to counter.

An environment of impunity that pervades the
world, in varied dimensions

| experienced a fraud situation in that the agent used this exact
argument: If all do it, but nothing happens, why not do it?
Unfortunately, it must be considered that, although there are
set, publicized rules, people may perceive them as mere advice,
not something to seriously respect. The academic environment is
not excluded from this moment experienced by society as a whole.
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Dishonesty, nature

| left this for last because | believe that the community is generous,
smart, and it has a propensity to be honest. Leadership and
clear rules can bring the benefit of guidance and reference to
the environment. However, | must admit that there are those who
do not stick to this rule and use plagiarism with or without ease
(Trzesniak & Plata-Caviedes, 2012, p. 72). In some cases, they
may adopt plagiarism as a strategy, with high technical efficiency
and “professionalism.”

SO WHAT? WHAT CAN BE DONE TO REDUCE
DEJA-vU?

| offer this list of possible drivers to act against plagiarism:

1. Understanding that this is something that can only
be tackled by a joint effort from several agents. This
includes focusing on people in several roles (students,
teachers, authors, reviewers, and editors), and on
institutions directly related to people (journals,
publishers, educational bodies, regulatory bodies,
and financial institutions). Cavalcante (2006)
identifies the university as the main center for the
ethical aspect, under the focus of competences.
However, each agent has a share in an environment
surpassing national borders. In the United States, the
Senate became involved in this issue with a very active
committee engaged in coordinating efforts.

2. Regarding the institutional environment, there are
actions that may be taken in undergraduate and
graduate courses, congresses, and journals to
repeatedly train through different perspectives and
habits (Cavalcante, 2006). Whether we like it or
not, repetition is a type of action that fosters the
institutionalization of a habit. In view of the changes in
technology, including plagiarism, training should be
viewed as something recurrent, in the short, medium,
and long terms. Divulging information on a website
may be a start, but it is too little to bring change in
the preventive approach to the subject.

3. Discussion groups/inter-institutional forums for more
specific clarifications, about different real cases of
plagiarisms. The idea to avoid internal discussions
is a try to avoid corporatist, group aspects. The idea
is to have an advisory body resembling that of COPE,

but focused on local demands and specificities
(Cavalcante, 2006).

Greater availability of devices that may identify
potential plagiarism in academic journals: personnel,
software, and allowing reviewers more time (Ara(jo,
Azevedo, Vieira, Araljo, & Nascimento, 2017, p.
57). The existing software help identify potential
plagiarism. Nonetheless, they do not function without
human intervention, either judging convergence
percentages or evaluating an essay clearly similar
to another one that was not cited. Consequently, we
will continue greatly depend on people’s involvement
and maturity (Shamoo & Resnik, 2009, p. 118) until
artificial intelligence reaches this stage.

Showing that “crime does not pay,” highlighting
existing cases and what plagiarists have lost when
they were identified. | understand that this suggestion
may be easier said than done as itis complex and quite
hard to implement. Thus, it may demand reasonable
institutional support to develop. This must happen
in one way or another.

Increased support for journals in terms of proactive
mechanisms to avoid plagiarism. This is not just
about IT tools, but more human resources for support
structures or reviewers (Pearson & Sharma, 2015),
investment in training, and greater dialogue with
the community. This is only possible if the journals’
administrative bodies respond to such a challenge.
Although | see this as hard to implement, | believe
that the functionalist view requires some incentive
within a graduate program evaluation, for example.

Attention to what happens in other areas of
knowledge, whether they are close or distant, that may
be perceived as similar and bring relevant learning.
Some of them present extensive traditions to tackle
the issue. Its importance is not only related to the
mimetic opportunity, but the reflection of someone
who is also learning to deal with such a complex
question.

The internationalization movement, in which
students and teachers are sent to and received from
other research centers, provides an opportunity
to emphasize the subject and note idiosyncrasies
and solutions. | do not believe that this occurs in
relationships with any center, but, in general, some
benefit from promoting the theme is expected.
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9. Thisissue cannot be overlooked, even when it seems
as if the plagiarism cases have become extinct. It is
possible to alter the doxa over time; however, the
essence of the problem must be revisited and treated.

10. Practice of ethics in the broad sense, in a personal way,
by everyone, in the various contexts of participants
within the academic community, i.e., at home, in the
research environment, and in the classroom. This one
was placed in the end, but it should be the first to
be challenged and developed. Without it, nothing
changes. There is no use in complaining about other
agents’ actions without doing your/our part. This is
the Attribution Theory, inverted.

FINAL REMARKS: WILL THIS HAPPEN
AGAIN?

Several movies have somehow dealt with déja vu or something
similar. There comes a time when the will to change the end of the
movie becomes relentless and infectious, and something changes.
This does not happen because we pray to God to do something,
but because each one of us, in our various roles, has mobilized
to change. We believe that this is possible, and we do our part,
as small as it may seem, as a personal yet collective commitment.
Even the movies show that the end may be different. Let’s go?
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ECONOMIC EVALUATION OF SOCIAL PROJECTS

Naercio Menezes Filho (Org.). Sdo Paulo, SP, Brazil: Itad Foundation, 2016, 2nd ed., 293 p.

Avaliagdo Econdmica de Projetos Sociais, an initiative of Ital Social Foundation, is the
second edition but the fourth book in the series published by the institution. It has 8
chapters and 293 pages. The database introduced by the first edition of the book, pu-
blished in 2012, helped in the development of this work. The other two books in the se-
ries are Private Social Investment Evaluation: Organizational Strategy and Evaluation
for Private Social Investment: Methodologies.

Each chapter has a different author. According to these authors, the primary
objective was to present theory and practice in economic evaluation of social projects.
The main features of the book and some suggestions on form and content that could
help achieve the established objectives are presented in this review.

The first chapter in the book generically introduces the theme. It explains, for
example, that economic evaluation is divided into impact evaluation and economic
return evaluation. The chapter presents the reasons for and importance of evaluations
and explains that there are experimental and non-experimental methods for
performing these evaluations. It also clarifies concepts such as program impact and
helps in understanding effective and potential impacts. The text also addresses cost-
effectiveness and cost-benefit, when to evaluate—before oraftera program, limitations
of evaluation, and methods to find out if a social program has contributed to improving
the lives of participants and whether the amounts invested are fair.

The second chapter describes how to constitute control and treatment groups,
i.e., to develop a counterfactual and thus measure the impact of certain government
actions on society. Furthermore, it explains naive comparisons, i.e., those in which
the control group is divided into treated and untreated, or even the state of the group
before and after government action. The text presents the methods of comparison that
try to reduce self-selection bias.

The third chapter is dedicated to presenting the experimental Randomization
Method. In this model, individuals with homogeneous characteristics are selected to
the control and treatment groups. Public policy evaluators disseminate this model.
The chapter, besides demonstrating the difficulties of randomization, also presents
a review of the external validity and internal validity of an evaluation, costs, and
statistical analysis of the model.
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The fourth chapter of the book introduces non-experimental
methods. The first method is Differences in Differences (DD),
which consists of, as the name suggests, the difference of two
means. In this chapter, the naive methods are criticized and a
statistical analysis of the DD model is performed, highlighting
its disadvantages.

The fifth chapter is dedicated to explaining the method of
pairing. In this model, a control group similar to the treatment
group is constructed with observable characteristics. In this
chapter, a statistical analysis of the model is performed and the
pairing estimators such as Simple Matching, Propensity Score
Matching, Linear Regression, Rebalancing, and a combination
of these methods are shown.

The sixth chapter of the book is dedicated to Instrumental
Variables, a model that aims at analyzing the unobservable
variables. This chapter presents multiple instruments and
continuous instruments, focusing on mathematical and
statistical analyses.

The seventh chapter introduces the method of Regression
Discontinuity Design,
hypotheses than the other non-experimental models explained

which allows the use of weaker

in previous chapters. In this chapter, the Sharp and Fuzzy cases
and the Estimation are detailed, graphic analysis is performed,
and the method is compared with the other methods described
earlier.

The last chapter emphasizes the calculation of economic
return. While the previous chapters served to measure the
impactofapolicyonthetreatmentgroup compared tothe control
group, this chapter presents several ways of transforming the
benefits of a program into economic benefits using project cost
evaluation, sensitivity analysis, and economic return measures.

After discussing the content and structure of the book, we
must consider some aspects that could be improved in the
work. The first is its form. All chapters have questions at the
end. However, there is no section with answers. This may
make reading difficult for those who use the book as a tool for
evaluating policies. Ideally, there should be an appendix for
this purpose. Second, the text could be given in the format of

an instruction manual. The layout is clean and well organized,
but without a standard font type. The first, second, and eighth
chapters are instructive and explanatory, while the others are
mostly technical. Given that each chapter has a different author,
there is a clear difference in the style of argumentation and
construction of text. Therefore, the organizer could be more
attentive, presenting the content in a more didactic format.

Some aspects of the content must be pointed out. The
introduction of the book explains that the text is directed at
people with a degree in social sciences and knowledge of basic
statistics. However, the concepts of statistics are explained in
detailand, therefore, those who do nothave a deeperknowledge
of this subject may not understand the content completely.
Moreover, many statistical formulas are not explained, and this
compromises the objective of disseminating the evaluations.
Although the book has a section listing books that may help
answer questions relating to statistical formulas, presenting
only the formula and not explaining how to obtain a given result
does not help. Providing examples in all chapters will help the
reader understand the subject.

Another aspect that could be improved is the concept
of counterfactual. In some parts of the book the term

“counterfactual” is used, while in others the term “control

groups” is used. This usage of terms could be standardized
to ensure clarity. Furthermore, the text could be targeted not
only at people with a certain degree of public policy knowledge,
but also managers with lesser knowledge of public policy, by
adopting a less technical writing style.

In any case, the book fulfils its objective of clarifying the
importance of evaluating policies and how this should be done
in a more appropriate (expert/sophisticated) way. This book
could be used more widely if simplifications and adjustments
to form and content are carried out, insofar as the decision
maker has more grants to direct actions towards the public
policies established by him. The promotion of free-of-charge
distribution of the book on the Ital Social Foundation website
helps with its dissemination. However, the proposed changes
are fundamental to achieve the primary objective of the book.
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CULTURA DO CONSUMO. Fundamentos e formas contemporaneas.

Isleide Arruda Fontenelle. Rio de Janeiro, RJ: Editora FGV, 2017. 220 p.

How can one explain the role of consumption in the contemporary capitalist socie-
ty from a more holistic view compared to the one usually taught in business schools?
This is the ambitious goal that Professor Isleide Fontenelle, PhD, aims to reach in the
book Cultura do consumo: Fundamentos e formas contempordneas. Building on her
career as a researcher and professor of this subject at the Fundacdo Getulio Vargas,
the author summarized 150 years of history of the relationship between consumption
and capitalism, and proposed two main theoretical axes underpinning it.

Fontenelle considers the studies on marketing, advertising, and consumer behavior
as part of the object of analysis, and not as a field of research as such. She goes
beyond the more traditional approach of the Consumer Culture Theory (CCT), which
seeks to understand the consumers’ choices and behaviors not only from economic
and psychological standpoints, but also from a sociocultural one. The book is
ambitious because it links these two perspectives. Moreover, it considers the fields of
marketing, advertising, and consumer behavior as object of analysis, using theoretical
foundations of economics and psychology/psychoanalysis to explain the framework
of the contemporary capitalist society.

Even though the book is composed of five chapters, the author’s intention in
dividing her work into two major parts is clear. The first one (chapters I to Ill) covers
almost two thirds of the work, conducting a retrospective study of nearly 150 years
of changes in capitalism and consumption. Fontenelle adopted a subdivision of its
own despite being inspired by reference authors. She divides this story into three
stages: foundations of consumer culture (1880-1945); consolidation of consumer
culture (1945-1990); and contemporaneity (1990 to present). The first part of the book
offers a more descriptive character without deepening the theoretical aspect. The
second part of the book (chapters IV and V) provides a deeper theoretical perspective,
summarizing the historical development of capitalism and consumption into two
theoretical perspectives.

Chapter | (Fundamentals) constitutes what the author calls the first phase of
consumer culture, spanning 1880 to 1945. This stage results from two key historical
movements, one economic, the Industrial Revolution, and the other political, the
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French Revolution. Together, these movements paved the
way for the so-called “modern age,” and consequently the
“modern individual.” The Industrial Revolution was essential
for two reasons: it increased the amount of goods produced
that needed to be sold and laid the foundations of a type of
consumption that works in a different way in capitalism than
other modes of production: the consumption of commodities.
Commodities, in the capitalist system, may take different forms
and suffer resignification in comparison to their original form.
That means they can satisfy more extensive needs than those
foreseen for when it was produced. The French Revolution
was key to supporting this new role of goods in the capitalist
system, since it established new possibilities of social mobility,
enabling individuals to be freer in their identity choices.
Therefore, the consumption of commodities was not associated
with a historical sense of destruction. However, it gained new
positive meanings, sustaining a world of freedom and individual
expression.

Several other social changes occurred due to which such
transformation in the meaning of consumption could happen
and the capitalist system could expand. For instance, there
were improvements in urbanization, transport, communication
and distribution systems, creation of department stores
and consumer credit, acceleration of commodities life cycle
and, most importantly, the creation of public relations (PR),
marketing, advertising, and market research. It is possible
that some readers disagree of the separation made by the
author regarding the roles of marketing, PR, and advertising.
Nevertheless, it is undeniable that they generally helped build
the foundations of the contemporary capitalism.

Chapter Il depicts the consolidation of consumer culture,
between 1945 and 1990. One of the most remarkable features
of this period is the abundance and the subsequent pursuit
of differentiation of commodities by changing their image. For
that to happen, market research, commercials (advertising),
and branding (brand management) were essential to the
consumption management, since production management
had already been solved. The chapter presents more examples
of how companies have managed investments in their image,
besides a theoretical analysis of the subject.

Chapter lll (Contemporary Forms of Consumption) examines
how the culture of consumption has been reinventing itself from
two central events -- the new information technologies and the
environmental crisis. The author summarizes recent changes in

9, &«

two large “forms”: “consumption of experiences” (or hedonic

consumption) and “responsible consumption.” The first reflects

the companies’ efforts to go beyond the satisfaction of utilitarian
needs, that is, providing the consumption of experiences. The
consumption of experiences is based on the notion that we
are going through the passage of a buy-and-sell economy to
an access economy. The responsible consumption is anchored
in the environmental, social or individual implications of the
act of consuming. That is, it is a reaction to the exacerbated,
predatory consumerism that prevailed throughout the greater
part of capitalism.

The highlight of the book for readers with a more academic
profile will probably be chapter IV, since the fifth and last
chapter provides only a summary of work. It is in Chapter IV
that Fontenelle gets more theoretical and less descriptive
about the culture of consumption. She summarizes this
culture in two connected theoretical foundations: the Theory
of Capitalism and Theory of Passions. The Theory of Capitalism
is based on the notion that there is a central economic axis
in the culture of consumption. That is, to understand the
operation of the capitalist system is to understand the
culture of consumption, especially that the essence of this
system is the production of surplus capital and its continuous
expansion. According to the Theory of Passions, the selling of
commodities and the permanent expansion of capital can only
occur through the mobilization of human “passions”. That is,
people need to renew their consumer desires constantly. To
support her argument, the author investigates main theorists
of capitalism and psychology/psychoanalysis, associating the
two theoretical aspects.

The bookisambitious becauseittriesto describe the culture
of consumption in about 200 pages. Obviously, such limited
space in terms of pages would not allow a thorough analysis,
which does not mean that the book does not have virtues. It
has several. First, it is a good source for a reader who wants
to have a coherent glimpse of a complex historical process.
Second, it features a relevant set of works and reference
authors for those who want to deepen their understanding
of consumption, either in its historical, economical, and
psychological/psychoanalytical contexts. Third, it is a well-
written, organized, and structured book, providing the reader
with a pleasant, didactic experience of traveling in time to
understand the world of consumption. The book stands out
for its more “horizontal” than “vertical” view on the culture of
consumption. That is, a reader who is new to the subject may
possibly be satisfied with the approach. However, it is likely
that readers who have already been initiated will consider the
book shallow in some points.
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Governance & charity: The benefits of corporate governance and charity
association

Grazielle Rigotti da Silva | irgrazielle@gmail.com | ORCID: 0000-0003-4442-1555

The scope of the concept and applicability of corporate governance encompasses the most diverse sectors and aspects of organizational
life and society. Some factors—such as social responsibility and the practice of charity—understood as a characteristic of donor behavior,
whether individual or organizational, are of great social relevance and have gained attention in recent studies, mainly to cope with high-
impact socio-environmental problems. Thus, the benefits of a governance system that encourages charitable activities, generating positive
results, and a charity motivated and legitimized by transparent practices, guaranteed by good governance, are becoming more evident
each day. Grazielle Rigotti da Silva (FGV EAESP), a master’s student and researcher of the theme, suggests five books.
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TRANSFORMATIONAL GOVERNANCE: How boards achieve extraordinary
change
Beth Gazley and Katha Kissman. Hoboken, USA: Jossey-Bass, 2015. 288 p.

Corporate governance tools have been occupying an increasing place in non-profit
organizations in an increasingly competitive market. Composed of eight chapters,
this book, using a technical approach, but still with real examples, proposes a
course of transformation comprising the professionalization and deepening
of these tools. It also presents the steps for building good governance in these
organizations.

THE ROUTLEDGE COMPANION TO PHILANTHROPY

Tobias Jung, Susan D. Phillips and Jenny Harrow (Orgs.). London, UK: Routledge:
Routledge Companions in Business, Management and Accounting, 2016. 532 p.

Organized into seven parts, this book offers an international view of contemporary
researchers on the role of philanthropy in hybrid structures, such as partnerships
established between the public, private, and non-profit sectors despite global
challenges such as increased inequality and poverty. Addressing topics such as
philanthropy and governance, and philanthropy in the digital era, the authors offera
qualitative perspective on the impulse to donate and the donation’s impact.

CAPITAL AND THE COMMON GOOD: How innovative finance is tackling

approach, the work defines on the world's most urgent problems

0 n \ \ T
a "step-by-step" process GO é%\ Georgia Levenson Keohane. New York City, USA: Columbia University Press, 2016. 264 p.
for organizational reflection

that allows a strategic and
engaging philanthropic
positioning considering its
three components: consumers,
owners, and employees. The
author explains this process
in 15 chapters, from reasons
to donate to its impact,
even confirming greater
retention of employees and
increase of revenues for
more generous companies.

Climate change, public health, economic inequality, and urban revitalization are
themes addressed in this book. The author presents the social importance of
innovations in the field of finance. Organized into five chapters, the book argues
in favor of the need for integrative and borderless thinking and proposes the
resolution of problems often caused by the market using its own tools.

DIMENSIONAL CORPORATE GOVERNANCE: An inclusive approach

Nicholas Capaldi, Samuel O. Idowu and René Schmidpeter (Orgs). London, UK:
Springer International Publishing, 2017. 281p.

The transformations required of private companies in the fields of corporate
governance, social responsibility, and sustainability, as well as the importance
of reporting these actions to stakeholders are addressed in this book. As part of
the fundamental relationship between company and society, this book, which
is organized into four parts, addresses these aspects in 11 different countries,
showing how corporate social responsibility (CSR) can reinforce aspects of
corporate governance.
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