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indicative of health ¢lub patrowage. An integrative model of self-concept, self-congruity, health cinb image, and
lrealth club patronage provides the foundation of owr hypotheses, This paper presenis an overview of the research
in this area, fiypothesis development, and a discussion of methodology.  Data collection Is in progress, with a
crrent saniple of n=153,
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INTRODUCTION

It has been noted that individuats “behave in a Fashion consistent with the pictures they hold of themsclves
and interpret any experience contradictory to this scll-picture as a threat” (Rosenbevg 1979, p.57). Additionally,
many scholars seem to agree thal a consumer's attitude, purchase intention, and prefcrence toward a brand are
fargely affected by a perceived similarily between the brand’s image and the consumer’s sell image (Birdwell 1968;
Dolich 1969; Graefl 1996; Hughes 1976; Landen 1974; Sirgy 1982). The perceived similarity between an
individual’s sclf-image and the image of a product has been referred to as self-congruity (Graeff 1996; Sirgy 1985},
Tt has been suggested that consumers wiil likely purchase products which they perceive as being more congrucnt to
their self-cancept, or, further, that the acquisition of the produet will enhance the individual's self-concept (Grubb
and Grathwohl 1967; Landon 1974). Moreover, past rescarch has indicated that individuals tend to prefer
environments {Pervin 1967} and stores (Stern, Bush, and Hair 1977) which maintain images they perceive as being
more similar to the self-coneept (Pervin 1967), and that “consumers feel uncosnfortable if they visit a store which
does not refllect their perceptions of themselves” {Ibrahiim and Najjar 2007, p.220). Aaker (1997) suggests that the
image of a brand is molded by the brand’s user imagery, and the type of clienielc a store caters 1o will affect the
consumer’s purchase intentions (Blackwetl, Miniard & Engel 2006). According to Sirgy, Grewai, and Mangleburg
(2000, p.127) an individual will perceive storcs differently based on a store’s patron-image, and, “the greater the
congruence between the store patron image and the consumer’s setf-concept, the more likely thai the consumer has a
[avorable attitude toward that store (and the move likely that he would patronize that store).” Therefore, a consumer
is likely 1o patranize a store whose image is congruent 1o the self-image. Furlher research into seli-concept has
resulted in the identilication of multipte seif-concepts or “possible selves” (Markus & Nurius 1986, p.954).Such
findings have allawed rescarchers 10 examine the role of multiple self-concepts in consumer behavior (e.g. Graeff
1997; Tbrahim and Najjar 2007; Mathotra 1988).

The purpose of fhis study is to examine the refationship berween consumers® self-concept and their
patronized health club under the image congruence hypothesis, First, we intend to explare the refationship between
the consumer's health club image and their actual self canccpt, proposing that there is o posilive eorrelation
consistent with the image congruence hypothesis. Then we plan to explore the relationship between ideal scif-
concept and heabth club image, given the conspicuousness of the consumption situation. By exploring both actual
and ideal self, we plan to determine which is more strongly correlated with patronized heaith club image. It should




be noted that the research agenda proposed here allows us to explore an intcgralive modcel of store image, store
patren imape, self-congruity, and retail patronage provided by Sirgy, Grewal, and Mangleburg (2000). We focus
primarily on the retationships among self-congruity, health club image, and liealth club patronage. These guestions
have significont marketing and managemen implications for heatth clubs. A thorough review of the seminal
tescarch on self and self-concept, as well as more recent explorations of these concepts, provides the foundation for
each hypothesis.

HEALTH CLUB INDUSTRY OYERVIEW

In 2006, 29,069 health clubs were operating in the United States, The number of health clubs operating in
the U.S, from 1998 to 2006 more than doubicd its size, up from around 14,000 health clubs operating in 1998. An
industry sevicw conducted by Active Marketing Group {(wwiw.activemarketinggroup.com, 2007) reported that "-N-)fFormattem Font: {Default) Times New "
revenues generated in 2005 from the top U.S, chains and franchises totaled over $5.1 billion. At the time, the Rorman, 10 pt, No underline, Font color: Auto
industry’s leaders were Curves, Gold's Gym, Lady of Amcrica, Health Fitness Corp,, and Bally Total Fitness to
name a few. The median age of health club members was 41, with a gender breakdown of 57% male and 43%
femate. Moreover, the 2007 Health Club Industry Review, again conducted by Active Marketing Group, reported
that in 2005 52% of the total hcalth club market was held by California, New York, Texas, Florida, Pennsylvania,
Obio, Hllinois, Massachuselis, Michigan, and Alabama. By 2005, 15.5% of Americans owned a health club

membership and in 2006, revenues in the health club industry jumped to $17.6 billion (Mercanti Chronicle 2007)., [ Formatted: Font: (Default} Times New }
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experience possiblc when they sclect the best “fitting” gym. These health clubs include, but are not lisnited to,
“express” elubs, pender-specific, community fifness centers, and coliege recreation centers (Health Club Industry
Review 2007). The Mercanti Chronicle (2007) suggests that “positive demographic trends have helped drive the
growth of the U.S, health club indusiry over the last 10-plus years 43 the awareness of the benefits of heaithy living
has increased among aging Baby Boomers, their Echo Boom children {a.k.a. Gen-Y) and a health conscious Gen-X
generation” {p.1), Today, over 45 million Americans own a health club membership (Cloud 2009). An individual
will choose to join a health club for a variety of reasens: the attabnwent of a healthier lifestyle;
improvemenis/changes to the body habitus; meeting new peopie; socializing with other individuals who share a
common intcrest in working out, to name a few. Cash and Pruzinsky (1990} offer that an individual’s evaluation of
his body-image strongly corrclates to his evaluation of self. According to Rogers (1931, p.487), “the organism has
one basic tendency and striving- 1o actualize, maintain, and euhance the experiencing organism.” I this vein, it is
believed that consumers may alse patronize a hiealth club because they are attempting to enhance their body-image,
and, therefore, striving 10 cnhance their concept of self,
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SELF CONCEPT IN CONSUMER BEHAVIOR,

Self-concepl has been defined a number of ways, Some of these definitions include seif-concept as “the -\[ - ]

totatity of the individual's thoughts and feelings having reference to themselves as subjecls as well as objects™ ™ [;g:n“;:“l"‘}d;tﬁ’“t‘ {Default) Times New ]
-, ;

‘\‘[ ]

(Malhotra 1987, p.7), “a person’s perception of his own abilities, limitations, appearance, and characteristics,
including his own personality” (GraefT 1996, p.481), and peoples” “impressions of the type ef person they are”
(Blackwell, Miniard, Engel 2006, p.306). According 1o Carl Rogers (Regers 1951, p.501), the concept of self ... is
composed of such elements as the perceptions of one’s characteristics and abilities; the percepts and concepts of the
sell in relation to others and to the eovironmnent; the value quolities which are perceived as assoeciated with
experiences and abjects; and goals and idcals which are perecived as having positive or negative vatence.” Prior
studies in the conswner behavior literature have examined an individual’s concept of self in relation to his purchase
behavior, The notion that consumers' self<oncept serves as a predictor of their purchasing behavior was proposed in
the tate 1960s by Grubb and Grathwohl (1967). They suggested that an individual will purchase producis that have
symbolic value possessing self-cnhancing capabilities, and, further, that these products are perceived as being
similar 1o the individual’s self-concept. Rogers® view of the person was that the individual will continually strive for
enhancement ol the self. The inclusion of self-concept in consumer behavior has been aided by Rogerian Humanistic
‘I'heory, which posits “people act and respond on the basis of their understandings of how things arc rather than how
things gcrally are,” (Schneider, Bugental, and Pierson 2001, p.83). Woods {1960} suggested that there exists a
group of consumers who are responsive to the symbolic value or meaning inherit in produets, and that these
consumers are inflaenced by their perception of a product’s image. Simifarly, Baumgartner {2002) recently
developed a framework for categorizing eight dimensions of purchase behavior. One of the dimensions identified
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was symbolic purchasc behavior, which he defined as “buying a brand fo project a cenain image” (Baumgariner
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demonstrate that an individual’s sclf-image was related to his purchasing behavior, rcporting evidence that
suggested “an awtomobile owner’s perception of his car is essentially congruent with his perception of himself.”
Similarly, Dotich (1969) was focused on the notion that individuals are accepting of brands that maintain images
similat to their self concept and teject brands that naintain images dissimilar to their self concept. Specifically, his
proposition was that “real-self image congrucnee with product brands differs from ideal-self image congruence with
product brands” (p.81). Although his study did provide support for the image congrucnce hyposhesis, no significant
differences were found between ideal-sctf image and real-self image in relation to most preferred brands. Landon Jr.
{1974), in his study on the link between self-concept and purchase intention, propesed that some consumers matelh
product-image with their actual self-image, while others maich product-image with their ideal self-image. Idea} self-
image provided a more dominant intluence on purchase intentions for the male group with produets such as snow
skis, eleciric toothbrushes, and card table and chairs. Generalty, most products in this study showed a higher

caorrelation fo real scif-image rather than ideal sclf-image,, . . .| Formatted: Font: (Default) Times Mew
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2004), and, since the enviromnent of a health club maintains similar attributes of a store {k.c. atmosphere, patrons,
products), it is inferred that the brand image of & health club derives from aspects of the health club’s atiributes and
image. Consumption conveys the cndorsement of the brand of a given health club. ln this sense, heaith ciub
members are not only relaling their self-image to the health club brand s image, but alse to health club environment
iiself. Qur ficst proposition will test the applicability of the image congruence hypothesis to the likelihood of

consumers patronizing a health club based on its perceived similarity to their actuai self-image, | Formatted: Font: {Defauk) Times New
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Model A suggests that when an individual's actual sclf-concept is perceived 1o be congruent to the image of
a health ciub, scif-congruity will occur. Based on the preceding discussion, it is then Likely that seif-congruity wiil
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way in which a person wouid like to sce himself. “Social sel" s the way in which a person believes others sce hitn.

Markus & Nurius (986, p.934) expanded the domain of self-concept through the proposition of “possible setves.”
referring 10 the selves an individual would like, fear, or wish to become. The treatnent of the self-concept through
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multiple dimensions has aliowed rescarchers to expand the role and imporiasice of such self-images in consumcr
behavior,
N

Jkesearch on fmage congruence has sought to examine which concept of self (actual vs. idcal) correlated

more sirongly to produet brands based on product conspicuousness. The results have been inconsistent. Ross
(1971} posited that an individual would relate his ideal setf-concept 1o produets that were consumed publicly, and
conversely, an individual would relatc his actual self-coneept to products that were consumed privatcly, however
results were not significant. One of the subsequent criticisms of the study was that restricted lists of product brands
miay have significantly affected the resulis of the study (Hughes 1976, p.531). Using a partiat replicatinn of the Ross
{1971) study, Hughes' (1976) found that ideal seif, rather than actual setf, was more congruent to most preferred
brand of automobile. Additionally, results indicased that the actual self-image was more closcly related to the nost
preferred product brand of toothpaste. Hughes (F976, p. 532) found mixed support for his second hypothesis that
“the individual will express a brand prefercnce for a privately consumed product when the pereeived brand image is
more congruent with the individval's actual self image than the individual's ideal self image." A( times a consumer
may wish to express his idea! self-image through a purchase decision in the event that he is uncomfortable with his
actual sclf-iznage or if his actual seif-image is negatively portrayed (Landon 1974). Graeff {1996) notes nn
sipnificant difference between actual and ideal self-image congruence for privately consumed brands. interestingly,
& larper congruence between brand image and ideal self-image existed for publicly consumed brands, suggesting
that “product evaluations might be more strongly refated to ideat congruence than actuat congrucnce” {Graeff 1996,
pA8g),

Ross’ {1971) siudy received additional criticism when Gracff (1997} asseried that products do not vary in

their conspicuousness; rather, consumption situations are what vary in level of conspicuousness. Consumption
situation ¢an be defined by the situation in which the consumer belicves he or she wilt use the product or service
{Assacl 1984). Accordingly, Schiffman & Kanuk (2004) suggest that in various situations, a consumer’s bchavior
will be directed by the self-image he chooses to poriray. One of the features of a situation is the individual’s social
surroundings (Belk 1975), which includes the characicristics of significant others as well as interpersonal
interactions, Graeff {£997) cxamined the effects of actual and ideal self-image on products/evaluations when the
consumption situation was experimentally manipntated. Results suggest that consumers whose self-image was
congruent to the brand's image held a more favorable aifitude and purchase intention toward the brand,
Additionally, results indicated fhat “within each situation, there were no significant dilfercnces bepwveen the
correlations for actual and ideal congruence” {p.53). Although there were ne significant diffcrences found between
the effects of actual and ideal self-image, it should be noted that ideal seif-image did have slightly more favorabie
image congruence for subjects in the public consumption situation. Accordingly, Sirgy {1982, 1.289) notes that
“consumption of a brand may be highly congruent with self-image in one situation and not at atl congruen: with it in
another.” Based on Graeff's (1997) netion that consumption situations arc what vary in their conspicuousness as
opposed to products/brands, results from Landow’s {1974) stedy may have been better explained if the researcher
had asked subjects to evaluate their purchase intcntions based on the effect of consumption conspiciousness, not
product conspicuousness,

Jt is important to note under what circumstances a hiealth club membership is consumed. For the purpose of

this study, it is assumed that the situation in which health elub membership is consumed is highly conspicuous,
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_ H (2} Since the consumption situation of health club membership is highly conspicuous, consumers
will patronize a health club whesc iinage exhibits a stronger positive correlation te their ideal sclf-kmagpe,
rather than their actual self-image,

Reman, 10 pt

Formatted: Font: {Default) Times New
Roman, 18 pt, No upderline, Font calor: Auto

Formatted: Font: (Default) Times New
Roman, 10 pt

)

! )
) ' { Formatted: Fant: (Defauk) Times New ]
| |




Individual Ideal
Self-Concept

/

tdeal Health Club
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health club image, ideal sell-congruity wili oceur, When tleal self-congruity occuss, it is Jikely that a consumer will
choosc to patronize a given health club, We are suggesting that both actwal and ideal self congruily will influcnce
the health club patronape decision; howcver, it is proposed that ideal sclf-congruity will be the stronger indicator of
health club patronage. ,
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This rescarch_makes contribution 1o the consumer behavios literature in a number of ways. First, we
explore the carly theorics and rescarch on self-concept in consumer behavior as they sclate to image congruence,
actual self, and health club members. Sccondly, we extend the tesults of more recent self-congruity studics to
consumer behavior in the health ¢lub industry. No prior research cxisls examining the image congruence
relationship between a consumer’s self-cancept and their patronized health club. For many products, marketers have
very little cuntrol over the consumption cnvirenment, However, in the conlext of a health club, marketers and
managers can cxerl o large degree of control over the situation in which their services are consumed.

METHODOLOGY,

A two parl study was designed consisting of in-store (heaith club) data coltection and onlinc survey
distribution. Four different health clubs located in upstate New York permitied access to their members aliowing for
the distribution of paper and pencil surveys on site. A similar vession of the survey was ereated in an electronic
format using the online survey tool Qualtrics. Bascd on previous rescarch, a semantic differential sealc was used to
assess poth actual and ideal self concept {e.g. Birdwell 1968; Dolich 1969; Cricksen 1996; Hughes 1976; Malhotra
198%; Ross 1971; Sirgy 1985}, Subjects were instructed to rate their actual and idcal self-concept (image) on 7-point
semantic differential scales confaining 20 bipolar adjectives. The dimensions used in the current study were:
excitable-calin; personal-impersonal; masculine-feminine; insecure-confident; humorous-serious; positive-negative;
foltower-leader;  dominating-submissive;  popular-unpopular;  extravagani-economical;  mature-immature;
unsuccessful-successful; sporly-businesslike; weak-strong; inmteresting-dull; happy-sad; friend ly-unfriendly; bold-
shy; young-old; modest-vain. In order to minimize the social desirability response bias, ideal self was measured
before actuai seif, consistent with the recommendations of Ross {(1971}.,

The semantic differcntial has also been used to measure product/brand/siore image {Malhotra 1988; Stern, _

Bush & Hair 1977). This technique involves applying the same set of items which are used for describing a
participant’s self-image to describe product/brand/store image. Based on posilive results from past research (Graeff
1596: Hughes 1976; Stern, Bush & Hair [977), the scale used to measure actuul and ideal seif-image was alsu used
for the evaluation of health club image. Brands, like consumers, can be nerceived as having personalitics {Graeff
1997). Far instance, some consumers may view Apple as being young, hip, and trendy, while IBM is perceived as
older and more conservative (Aaker 1997). Other brands such as Mercedes Benz and Acura may be portrayed as
rich, elegant, and sophisticated, while Honda and Toyota convey safety, intelligence, and dependability. Theretore,
heaith club image was measured with the same 28 image dimensions used to measure actual and idcal self-concept
(image}, however, the itlems on this scale were set in a randomized order to avoid response bias (Hughes 1976}
Following the questions dealing with ideal scif, actual self and health club image, participants were presented with a
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Grand Street Community Arts - Leading Sustainable
Organizational Change
External Communications Area

Amber Ethier, Siena College
Vincent Petraccione, Siena College
Bryan Serafin, Siena College

Class: Marketing and Management 425 - Organizational Development and Change

COMMUNITY PARTNER

Our community pariner during this course was Grand Street Community Arts (GSCA). Located in the
South End of Albany, GSCA was founded in 2004, The organization’s mission is “to create unity and connection,
especially througls the arts, in an inner-city neighborhood with racial and cconomic diversity. The arts center creates
a supporttive community and focuses on its youth. The center presents a broad spectrum of arts programs and
performances that encourage art as a natural tool of expression available to everyone. By restoring historic St.
Anthony’s church as its home, the arts center creates and nurtures a link with the unique living history of the local
community {ww.grandarls.org/abou().”

PROJECT DESCRIPTION

Professor Thurston’s fall 2009 MKMG 425 Class was partnered with Grand Street Community Arts for the
purpose of assisting the organization through the organizational change process. GSCA ideutified six specific areas
of study it wished the students to work on. Our group became responsible for assessing and recommending chauges
to GSCA’s exlernal communications plan, We analyzed the organization's current communications efforts (such as
the website, Facebook page, and other media), helped the organization to identify its goals for externat
communications, identified challenges facing the organization, created alternatives to overcome thesc challenges,
and ultimately, made recommendations to GSCA of which alternatives to pursue and provided an implementation
plan to do so, The set of deliverables required during the semester included: a eantract between our team and
GSCA, a paper describing tbe challenges and alternatives, and a paper providing GSCA with our recommendations
and implementation plan. At the end of the semester, each team presented their analyscs to the leaders at GSCA.
Grand Street Community Arts is currently in the process of implementing some of our recommendations.

REFLECTION

This project was important to us because we recognized we had a responsibility to provide GSCA with our
best work and recommendations in order to help the organization succeed. GSCA was relying upon us to use our
education and fresh ideas to help them face some difficult challenges and decisions they had encountered. Since the
staff is made of mostly part-time volunteers, the organization did not have much time or many resources to dedicate
to analyzing and revising a lot of the programs or internal operations. For these reasons, the project was very
importtant to GSCA; it has appeared to be a large learning expericnee for the organization, as well as our group. This
project was important to Siena Collcge, for a two main reasons, First, it demonstrated what kind of students Siena is

5™ Annual Siena College Student Conference in Business

Aprif 16, 2010




producing, and what kind of faculty it values. Second, this project was an application of the Franciscan values that
Siena is rooted in and instills in each student.

'

FUTURE

This project has helped us prepare for the tuture by allowing us to apply our skills and education from our
four years of schooling to the real world. It also gave us an opportunity to gain some experience in the non-profit
sector of the business world, opposed to the for-profit emphasis that is so often used in classes. The project did not
necessarily change what we want to do in the future, but has changed our attitudes on how we wilt do it, We now
understand the importance of keeping change in development in line with the mission statement of an organization,
articulating ideas clearly, and working with others to achicve (heir goals. We learned skills that we have already
begun to use in other classes, and that will be valuable in future situations. For example, although we did not do the
sustainable funding piece of the project, we did learn skills and ideas from that team during class discussions that
have been helpful in our Strategic Management courses. Although it may not have been as clear at the beginning of
or during the course of the semester, it is evident now that we have been privileged to have this experience.
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DETERMINANTS OF A PERFECT SCORE

Witliam Allan, Siena College

INTRODUCTION

It’s past midnight, your internet goes out, all stores are closed, but you need to complete a project on your
wireless laptop. So what do you do? Let's look at another example. In this example you work for a local company
based in Chicago, Illinois. However, for budgetary and quality reasons the company outsources their financial
planning to a separate corporation based in New York. What do you do to keep track of your financial planning? In
both of the above cases you would pick up the phone and talk to a corporate operated call center. A lot of people
wonder just how good these call centers can be and what they are doing in order to make sure their employees are
communicating correct information. In response to this some companies have created graded call reviews in order
to make sure the highest standards of quality are being upheld within their company. Now what exactly is a call
review? For quality control and training reasons more and more companies today have their call center phone calls
tracked on a recorded line. The client is usually made aware that they are speaking on a recorded line for quality
control reasons ahead of time. After a given amount of time, specific for each company, the consultants will go
through call reviews. In these call reviews the consultants managers will listen to the recorded phone call, look over
the consultant’s notes, and go over any comments or survey results provided by the customer. Throughout the
review the manager will discuss with the consultant the call flow to ensure its objectivity with the company
standards. In the end, the consultant will be graded on a given scale based on the reviewed call’s characteristics (in
this case it will be on a 1 to 5 scale, 5 being the highest). The consultants call reviews can be used for many
different reasons; it all depends on the specific company,

Currently | am interning in a company which conducts such call reviews, but for quality control reasons I
cannot disclose the name (will now be referred to as XYZ Company or simply XYZ). Throughout the last 5 months
I have been at XYZ I have wondered what facters may influence the call review score given to the consuitants at
XYZ and other consultants’ employed by its peer companies. After analyzing the characteristics of call review
scores, 1 concluded that the main variables involved in detérmining the call review score are the consultant’s age,
months of service, gender, and their education Jevel. The following research will look to prove the significance of
the above variables in determining the consultants score on the call review. A priori, I believe that when ali other
variables are held constant, the months of service a consultant has with the company will have the greatest
significance in effecting their corresponding call review score.

LITERATURE

Calt centers have been around for years where they have changed and evolved with our growing economy.
Today, improvement in customer satisfaction has been the key focus for companies who are looking to develop their
image, advance their customer satisfaction, and expand their customer base. In 2007, Susan Campbell from
TMC net wrote that “the [call] center must ensure that customers are satisfied enough to remain loyal, spread the
positive word about the company and produce a return on the investment.”'  There are many different ways
companies may use to try and reach these goals. Such ways may be through electronic, phone based, or personal
surveys, retention statistics, and call reviews. The primary concetn in my research is based upon call reviews
because of their in-depth context as well as their variability, As a note, the analysis will be representative of
nationally based call centers. The use of outsourcing call centers into countries such as India has played a roll in the
current use of call centers. However, this factor will not take them into consideration because of their discrepancy
and variability. More specifically, my research and analysis will not focus on the use of outsourcing for call centers
and the impacts such companics have had on companies such as XYZ, or call reviews as a whole.

One of the most critical points concerning the call review is the actual consultant. “According to a recent
study on hiring costs at 54 Fortune 1,000 companies [2001], hiring the wrong call center representative often cosis
nearly 26 times the average salary.” This figure includes such factors as the consultants’ salary and benefits as well
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as how much their mistakes could cost the company, the amount of money lost because of lost customers, and the
time, money, and cnergy spent on training the consultants to perform their duties, The use of call reviews enables
employers to weed out their stronger cmployees from their weaker counterparts in order to insure the highest level
of performance across the board, It also enables the employer to figure out which consultants may need more time
training on a particular subject or conversely, which consultants may prove to be eligible for a promotion.
Companies will conduct call reviews at specific time perjods for their employees and will use the results to benefit
the company and the consultants. Aside from working as benchmarks, call reviews can also allow a particular
company to see what items are being brought up the most by the clients, They can then use this information to
change their training tactics, company immage, customer base, and any other facet of the company that will benefit
them as a whole and increase their profitability.

The Global Contact Center Benchmarking Report illustrates research regarding customer satisfaction with
call centers over the past few years, Their research found that on average, the percentage of customer satisfaction of
cail centers has decreased in the years 2006 to 2007. Tnierestingly enough the researchers believe that “it's not so
much because customers are not happy, but because contact centers are doing a better job of measuring
satisfaction.,, [t]hey're more realistic and better at understanding scores. People are paying more attention to
analytics, recorded calls and automated survey options. It's a positive for the indusiry. Tt shows they're focusing on
the customer expericnce and doing things that will make a difference.”® Truthfully, these findings do seem to holl
justice, Call centers are intricate parts of businesses that must succeed in order for the business to succeed.
Companies have realized this and, as the quote sugpests, they have increased their standards within the call centers,
In effect, when you increase the standards and sources of measurement for customer satisfaction, there is likely to be
some form of change within the results,

Call reviews are good ways for both the companies and their employees o learn from each other and help
cach other in the long run. Studies have shown that “[pleople who are happy and fecl appreciated in the workplace
are likely to pour more passion into their work and see their input as an investment. Those who do not are likely to
produce lackluster results,™ Call reviews can be seen as a way to do just this. Call reviews focus on an individual
within a company and what they can do to improve their quality of work. This focus and attention can be vsed to
boost the consultant’s moral which i turn will make them feel like their work imeans something for the company.
The call reviews can also keep the consullants happy because of their ability to reward, promote, and encourage a
consultant to succeed. In the end, the use of call reviews might work to provide consultants with the big promotion
or bonus that they have worked hard to attain.

DATA

The data obtained for my analysis is based on cross sectional data from my internship with XYZ Company,
which is a firm in the Albany area that specializes in telecommunications between their employees and their clients,
Unfortunatcly, T cannot disclose the company’s name for quality control reasons as well as reasons that stretch far
along the corporate ladder structure. However, in my research with XYZ I was able to obfain substantial
information to develop the most relevant, objective, and unbiased data possible. T was able to take the average of
100 call reviews from the company and use those figures to accurately simulate my own call review data. The
variabies | considered to be relevant in effecting the call review score are the age of the consultant, the number of
months of service the consultant has prior to the call review, the gender of the consultant, and the level of education
the consultant has. The approximate numbers which were provided by XYZ Company can be seen throughout Row
71 in Table {, In summation, Table I shows that the average call review score was approximately 3.75 out of 5, the
average age of the consultants is 26, the average number of months of service the consultant has prior to the call
review is approximately 45 (based on 6 month intervals for the given data), about 42 of the consultants are males
(60%), and about 53 consultants have a bachelors degree (75%). Once these figures were objectively obtained I was
able to manipulate my simulations to comespond with these figures. The only major change T made was thal my
sample size (n) is 70 call reviews instead of 100 call reviews to further protect the identity of XYZ Company and its
employees. In doing so I made sure that the sample numbers represented the population numbers which were
provided by using reflective percentages in order to transfer the figures accurately. This transformation only really
occurred within my two dummy variables.

To make my data more interesting and realistic it seemed justifiable to add two dummy variables into the
simulation which are the gender of the consultant and their education level. Seme peopie may argue that men are
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better consultants than woman or vise versa so it will be interesting who ends up on top, Also, there are common
arguments regarding the actual application of higher degree’s of education in the work environment foday. To lest
the theories about higher education in the telccommunications consulting industry I set a bachelor’s degree equal to
1 and if the consultant has completed additional education to a bachelor’s degree (MBA, PhD, CPA, CFA, CFP,
etc.) equal to 0, or the base, To test the theories about gender biases in the telecommunications consulting industry |
set males cqual to 1 and females equal te O, or the base. Both of these bases may or may not prove 1o be crucial
determinants of the consultants call review score. In order to assess this it is necessary to run a few tests,

STATEMENT OF FINDINGS

Once the variables were established and the data was collecied, the next step in my research was to create a
multiple linear regression model using the most relevant explanatory variables. Equation 1, shows how the call
review score (¥) is a function of the age of the consultant [Xy], the number of months of service the consultant has
prior (o the call review [X3;], the gender of the consultant [Dy;], and the level of education the consuHant has {Ds;}
where U, is there error term.) In addition, there may be some form of interaction between the qualitative dummy
variables Dy and Ds. In other words, the two variables might have a multiplicative effect on the mean Y. To
compensate for it was necessary to add an interaction dummy to the model which will be able to show the
concurrent effect of the two dummy variables D, and Ds,  This interaction dummy is represented by D4Ds and is
attained by multiplying the Dy variable by the corresponding Ds variable. Using this form of interaction is the best
and most realistic form of interaction within the model that would show the most statistical significance.

Equation 1
Y= By + BXy; + B3Xy; + ByDy -+ BsDsi + Bg DyiDsi + U
where Y = call review score

X, = age
X; = months of service
Dy == pender Male = 1, Females =0
D = education level Bachelors degree = 1, Additional Education = 0

D,Ds = gender*education level

Using the data previously discussed, I was able to aftain the following results in Eguation 2 through a
regression analysis on Microsoft Excel and STATA. The data is available in Regression 1 in thc Appendix.
Equation 2

¥, =2.734 + 0.0003X,; + 0.027X3; — 0.473D4 — 0.572D5;+ 1.056(Dy; Ds;y + U;

Table 2
B, B, B, D, D D,Ds
Coefficient | 2.73398 | 0.000364 | 0.027111 | -0.47383 | -0.57159 | 1.056383
se 1.277519 | 0.052353 | 0.006123 | 0.376965 | 0.339637 | 0.428047

t-stat 2.14007 | 0.006946 | 4.427911 | -1.25696 -1.68294 | 2.467913
p-value 0.036167 | 0994479 | 3.79E-05 | 0.213336 | 0.097259 | 0.016274

To test the significance of the above values my rescarch will primarily focus on the cocefficients, t-stats, and p-
values that were provided from the regression analysis. [n addition, the foliowing rescarch will analyze a Ramsey
regression etrot specification test (RESET} and a Breusch-Pagan/Cook-Weisberg test to see if there are any omitted
variables or if the data is hetcroscedastic. From the regression on Excel I will go based on the fact that if the
absolute value of the t-stat is greater than 2, then the variable is statistically significant in effecting the call review
score, if the p-value is less than alpha of 0.05 then it is statistically significant in effecting the call review score,
However, more focus should be put on the significance of the p-vatue due to its reliability and accurancy. Using
STATA I will follow the same procedures for the RESET and Breusch-Pagan/Cook-Weisberg test. For these tests it
is necessary to analyze the F-value given as well. For these tests, if the F-value and/or p-value is less than the alpha
of 0.05 then we will reject the null hypothesis and if the t-stat is greater than 2 we will reject the mull hypothesis, We
can interpret the following from Equation 2 and Table 2 which are based on Regression I of the Appendix.

The R? shown in Regression [ is equal to 0.44955 and the adjusted R? is equal to 0.40655. The significance of
having a high or a low R? has of constant debate both inside and outside of the classroom. Therefore, 1 will just
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comment on the fact that it is low, but that does not mean that the data is not irrelevant, insignificani, or inaccuraie.
More thorough analysis would need te be done with hypothesis testing and other economic theorics in order to prove
its importance for each particular case study. However, due to certain restraints 1 will not be able to go into such
detail or testing.

When the consultant’s age increases by one year, the consultants call review score will increase by 0.0003
points, holding all other variables constant, According to the corresponding t-stat (0.006 < 2) as well as the p-value
{0.994 > 0.05) in Table 2, the consultant’s age is not statisticaily significant in effecting their cail review score.

When the consultant’s months of service increases by one month, the consultants call review score will increase
by 0.027 points, keeping all other variables constant. According to the corresponding t-stat (4.428 > 2) as well as
the p-value (3.79E-05 < 0.05) in Table 2, the consuftant’s months of service is statistically significant in effecting
their call review score.

On average, male call review scores ave 0.473 less than female call review scores with all other variables held
constant. When all other variables are held constant, the mean call review score for females is 2,734, For males it is
(2.734 - 0.473) or about 2.26. According to the corresponding f-stat (1.257 < 2) as well as the p-value (0.21 > 0.05)
in Table 2, the consultant’s gender is not statistically significant in effecting their call review score.

On average, the consultants with a bachelor’s degree had a call review score that was 0.572 less than the call
review scores of the consultants who had additional education, with all other variables held constant. When all other
variables are held constant, the mean call review score for the consultants” with additional education is 2.734. For
the consultants with a bachelors degree it is (2.734 — 0,572) or about 2.2162. According to the corresponding t-stat
(1.683 < 2) as well as the p-value (0.097 > 0.05) in Table 2, the consultant’s education: level is not statistically
significant in effecting their call review score,

Holding all other variables constant, if we add all of the dummy coefficients from Equation 2 together we attain
(-0.473 — 0572 + 1.056) = 0.011. As a result, the mean call review score of male consuitants with a bachelor’s
degree is greater than other consultants by about 0.011 points. The p-value of DyDs is equal fo 0,016 which is less
than the aipha of 0.05 and the t-stat is equal to 2.468 which is greater than 2, therefore it is statistically significant in
the regression model. Oddly enough, the interactive dummy variable (D,Ds) proves to be significant whcreas the
individual dummy’s (D, and Ds) are not significant. I believe that this is because the majority of the sample of
consultants were males and a majority of the consultants have a bachelor’s degree. In turn, this will reflect the
significance of the interactive dummy which tells us that males with bachelor’s degrees will score greater than other
consultants.

Therefore, the months of service as well as the interactive dummy variable of gender and education level are the
two main variables that have the most significance in effecting a consultants call review score. To confirm that
there are no CLRM violations within the cross sectional data it is necessary to run the RESET and Breusch-Pagan
tests on STATA, which can be found in the Appendix. The null hypothesis for the RESET fest is that the model has
no omitted variables. Using the guidelines previously established, the test found that the Prob > F is equal to
0.3382. Since this value is greater than the alpha of 0.05, we do not reject the null hypothesis stating that therc are
no omitted variables. The null hypothesis for the Breusch-Pagan test is that there is constant vartance. Again, using
the guidelines previously established the test found that the Prob > chi2 = 0.8214. Since this value is greater than
the alpha of 0.05, we do not reject the null hypothesis stating that there is constant variance and the data is
homoscedastic. As a further note about the CLRM violations, the values of the explanatory variables are not
random. As a result, the model does not violate the assumption of non-stochasticity. Also, the estimators do not
violate BLUE, meaning that they arc the Best, Linear, Unbiased, Estimators, Some may argue that there is
multicolinearity in the data because of the signs of the dummy coefficients as well as the low number of significant
variables, However, | would arguc that there is no multicolinearity because of the data collected, there are imperfect
relationships between the variables, and there is not a strong linear relationship between the variables. As a quick
note, advanced economic theory would show that there is a functional relationship between the explanatory
variables as well as a relationship hetween the explanatory variables and the overall call review score. However,
due to the analytical and investigative relevance of the current subject matter my analysis will not go into such
detail.
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The graphical results shown in the Appendix under Graph [ and Graph 2 were created using the regression
analysis on Excel. Graph I shows the residual plots for the consultants’ age and Graph 2 shows the residual plots
for the consultants” months of service. Both graphs have "no discernable sggstcmatic pattern... [between the X and
Y axis’s] suggesting that perhaps there is no heteroscedasticity in the data.”™ These results concur with the Breusch-
Pagan test which was run on STATA to prove that the data is homoscedastic. The two different graphs also prove
that there is no autocorrelation between the emor ferms in either of the graphs, meaning that the crror terms are
random.

CONCLUSION

In conclusion, my a priori statement was correct in stating that when all other variables are held constant,
tire months of service a consultant has will have the greatest significance in effecting their corresponding call review
score, Also, after thorough analysis the research was able to prove that on average, males with bachelor’s degrees
will score higher than any other consultants with any additional education, with all other variables held constant.
Thankfully the data did not have any violations of the CLRM assumptions which primarily prove the accuracy,
objectivity, and unbiasedness of the research results attained. When my research combines with the research of the
literary sources described, it is safe to conclude that if an employcr increases a consultant’s happiness, then the
consultant’s months of service will increase, which wilk cause their call review score to increase, thus increasing the
company’s customer satisfaction, and in the end increasing the company’s overall revenue,
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Appendix

Table 1
Call Review Age Months of Gender Education  Gender* Education
Score Service Level Level
1 2 21 6 1 1 I
2 2 22 12 0 I 0
3 2 24 6 i i 1
4 2 25 i8 0 1 0
5 2 26 36 | 1 1
6 2 22 16 0 0 0
7 2 23 30 1 1 1
8 3 24 36 0 1 0
9 3 25 42 1 0 0
10 3 26 48 0 l 0
1t 3 28 42 1 1 I
12 3 27 48 0 0 0
13 3 25 54 I 0 0
14 3 23 12 0 1 0
15 3 22 6 1 0 0
16 3 29 52 0 | 0
17 3 21 6 1 1 |
I8 3 30 48 0 1 0
19 3 28 12 1 0 0
20 3 27 48 0 1 0
21 3 26 42 1 0 0
22 3 22 6 0 I 0
23 3 25 42 1 0 0
24 3 27 30 0 1 0
25 3 22 18 1 0 0
26 3 23 30 0 1 0
27 3 26 66 1 - 0 0
28 3 29 72 0 1 0
29 4 28 42 1 1 1
30 4 27 72 0 1 0
31 4 26 36 1 1 I
32 4 29 72 0 0 0
33 4 26 42 1 i 1
34 4 25 36 0 1 0
35 4 24 42 I 1 1
36 4 24 30 0 1 0
37 4 28 72 1 1 1
Call Review Age Months of Gender Education  Gender* Education
Score Service Level Level
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38 4 29 72 0 1 0
39 4 26 66 1 1 !
40 4 25 54 0 1 0
41 4 30 72 1 1 1
42 4 27 54 1 1 1
43 4 23 40 1 1 J
44 4 29 54 1 0 0
45 4 28 40 1 1 1
46 4 29 72 0 1 0
47 4 25 54 1 1l 1
48 4 26 66 0 I 0
49 4 27 54 t l 1
50 4 25 54 0 t 0
51 4 24 42 1 0 0
52 4 28 72 0 1 0
53 4 29 66 1 1 1
54 5 25 54 1 1 1
55 5 26 64 1 1 i
56 5 29 52 1 1 I
57 5 30 66 1 1 i
58 5 28 42 0 0 0
59 5 25 54 1 1 1
60 5 28 66 1 1 1
61 5 27 42 1 1 1
62 5 26 66 1 0 0
63 5 25 54 1 1 1
64 5 29 28 0 0 0
65 5 24 42 1 ] 1
66 5 28 . 72 0 0 0
67 5 29 72 1 1 1
68 5 27 64 0 1 0
69 5 25 54 I i 1
70 5 27 72 1 i 1
71 3.7428 26.0429 46,0571 42 53 31
72 0.7571

Equation 1

Yi= By + By + BiXy + ByDyi + BsDs; -+ Bo{DgiDs) + U

where

Y = call review score
X;=age

X5 = months of service

D, = gender

D5 = education level

Dy4iDsi = gender*education level

Male = 1, Females =0
Bachelors degrec = 1, Additional Education = 0
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Equation 2

V= 2.734 + 0.0003 X, + 0.027X5; — 0.473D4 —0.572D5+ 1.056(Dy; D5 ) + U

Table 2
B, B, B; Dy Ds D,Ds
Coefficient 2.73398 0.000364 | 0,027111 | -0.47383 -0.57159 1.056383
se 1.277519 § 0.052353 | 0.006123 | 0.376965 | 0.339637 | 0.428047
t-stat 2.14007 | 0.006946 | 4.427911 { -1.25696 | -1.68294 | 2467913
p-value 0.036167 | 0.99447% { 3. 79E-05 | 0.213336 | 0.097259 | 0.016274
Regression 1
SUMMARY OQUTPUT
Regression Statistics
Multiple R 0.67048
R Square 0.44955
A"Sj(‘]’s;ﬂR 0.40655
Standard Error 0.72652
Observations 70
ANOVA
df S5 MS F Significance ¥
Regression 5 ©27.5897 | 551795 | 10.4538 2.317E-07
Residuat 64 33,7816 | 0.52783
Total 69 | 61.3714
Coefficients Stgf;{ﬂd t Stat P-valye L;;;r %@a/ir 5?5; gfﬁ;;
Intercept 2.73397 127751 | 2.14006 | 0.03616 § 0.18184 | 5.28611 | 0.18184 | 5.28611
Age 0.00036 0.05235 | 0.00694 | 099447 | -0.1042.{ 0,10495 | -0.1042 | 0.10495
Months of Service 0.02711 0.00612 | 4.42791 | 3.791E-05 | 0.01487 | (.03934 | 0.01487 | 0.03%934
Gender -0.47383 037696 | -1.2569 0,2133 -1.2269 | 0.27924 | -1.2269 | 0.27924
Education Level -0.57158 0.33963 | -1.6829 0.09725 -1.2501 | 0.10691 | -1.2501 | 0.106%1
Gender*Bducafion | 'y 5635 | 042804 | 246791 | 001627 |020126 | 19115 | 0.20126 | 19115
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STATA 1

source S5 df MS rmumber of ohs = 70

FC %, 647 = 10.45

Mode] 27.58Q7619 5 5.%179%239 prob > F = 0, 0000
residual 33.78160666 64, 927838541 R-squared = 00,4494
A f-squared = 0.4066

Total G6l.3714286 09 L, 889440094 rRoOGt MSE = 720652
callreaview.e coef, std. Err, t Pt} fasx conf. rntarwvall]
age Q003637 L0523527 G.01 G, 994 -, 1042228 L1049501
nonthsofse-g L0271 L 0061227 4,43 0,000 L 01l48794 . 0393425
gender -.4738307 L 3769654 -L.28 0,213 =-1.226906 L 2702442
degree -, 53715893 L 339637 -1, 68 0,097 =-1.250092 1069135
genderdegrees 1.056383 4280471 2.47 0.016 . 2012607 1.911505
—~<ons 2.73398 1.27751% 2.14 0. 036 1818424 5.280117

estat hettest
Brausch-Pagarn / cook-weisberg test for heteroskedasticity
Ho: Constant variance
variables: Fitted values of callreviewscore

chiz(l) & 0,05
Prrob > chi2 = a, 8214

B5TaAT OvYTestT

Ramsey RESET test using powers of the fitted wvalues of callreviewscore
Ho: model has no omitred varjablas

F(3, 1) = 1.14
prob > F = 0.3382
}
BIBLIOGRAFHY

" Campbell, Susan J. "Customer Satisfaction with Call Center Largely Relies on First Call
Resolution and Offshoring." The World's Largest Communications And Technology Community.
Technology Marketing Corporation, 12 June 2007. Web. 10 Dec. 2009.
<http./Awww.tmenet.com/news/2007/06/12/2706248 htm/>.

? "Tools to Improve Employee Reletention and Cut Turnover Costs." Keep Employees, Inc. Call
Center Magazine, 2001, Web, 12 Dec. 2009. <http://www keepemployees.com/callcenter. htm>.

* Beal, Barney. "Customer satisfaction falls despite call center efforts.” SearchCRM.com.
TechTarget, 20 Mar, 2007. Web. 12 Dec, 2009, <hltp://searcherm.techtarget.com/news/t 248148/Customer-
satisfaction-falls-despite-call-center-efforts/>,

* "Talking Shop: Strategies to boost morale and retention in call center environments."
TechRepublic.com. CBS Interactive, Inc., 23 Oct. 2003. Web. 10 Dec. 2009.
<http:/articles.techrepublic.com.com/5100-10878 11-5088913.hunl>,

> Damodar, Gujarati N., and Dawn C, Porter. Essentials of Econometrics. Fourth ed. New York:
MeGraw-Hill/Irwin, 2006. Print,

s Annual Siena College Student Conference in Business
April 16, 2010




MACRO-ECONOMIC INDICATORS &
DETERMINANTS OF SALE: WAL-MART
CORPORATION

Josh Bean, Siena Collepe

ABSTRACT

This study will look to explore the effects of overall macro-economic indicators on the net sales of Wal-Murt, The
main focus will be analyzing how influential four main factors really are on Wal-Mart’s net sales. The numerical
results and findings show that Wal-Mart actually does perform better during times of economic recessions or
downturns.

INTRODUCTION

The purpose of this paper is to discuss the correlation and influence of various macro-economic factors on
Wal-Mart and their net sales. This paper aims to look at four main variables, including GDP, Inflation, Interest rates,
all coupled with the number of store locations. One of the main goals of this paper is to look at and analyze how
overall econontic performance can influence and hinder Wal-Mart’s net sales. Some say that Wal-Mant is “recession
proof” and actually performs better during economic downturns. (Light, 2009) This argument can be mainly
reflected through the analysis of the GDP rates connected to Wal-Mart’s net sales. Also other factors such as interest
rates and inflation rates have different tendencies during economic reccssions as well, so these too will be
investigated to see how these macro-economic factors influence the net sales of Wal-Mart. So the main question
here is: Does Wal-Mart actually performs better during times of economic instability and recession? This analysis
will seek to answer this question using econometric models,

LITERATURE REVIEW

Other studies similar to this one have shown that retail sales, which include stores like Wal-Mart generally,
have a tendency to follow the trend of GDP growth and reduction. (Graph ){Thoma, 2006) Also for the most part,
this makes sense because consumption can make up for a significant amount of GDP, which would peg the two
{GDP and Retail Sales) directly to one another, Some researchers have gone as far as looking ahead to see what
actual retail sales have done to see how the economy will be doing. If retail sales take a hit, or show growth, then
GDP growth and/or reduction should directly correlate, (Lien, 2008} This however s not nccessarily the case with
Wal-Mart, a recent article displayed: “In spite of both the impact froin the hurricanes and the recent challenges to
consumer confidence as a result of the economic environment, Wal-Mart U.S. had another period of solid
coimparahle store sales performance,”(Wright, 2008) This, again, shows that when things have a tendency to get bad,
Wal-Mart somehow prevails.

When looking at inflation, a 2008 article reviewed the fact that growth in retail sales isn’t necessarily
growth, but in some cases it can simply be inflation, By dividing out the inflation factor you could actually get
negative growth rates. (Chart 1)(Retail, 2008) Another article reports as expectations for inflation are increasing,
stores and store owners are slowly acclimating by also slowly raising their prices, and this leads to overall higher net
sales, (Hagenbaugh, 2004) Despite raising net sales for many retail companics, some of the time this is misleading
information because it is simply inflation and not really increased performance by the companies.

Finally, other studies and articles inciuding interest rates and retail sales, such as Retail sales slowdown
may not kalt interest rate rise (Padgham, 2007}, have shown similar findings to the results of this study: a nepative
correlation, One attiele in particular states that: "It's clear recent (inlerest) rate rises are now beginning to affect
customers' willingness o spend" (Padgham, 2007) People are simply saving and investing more instead of
consuming, which hits these large retail companies relatively hard, Also in times of threatening economic downturn,
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to counter inflation, many national banks including the Federal Reserve are forced to raise interest rates and hinder
consumption.

DATA

Within this study there were four main variables used to describe “ Y™ or net sales. Thesc four variables
include nominal GDP, nominal interest, inflation, and number of store locations, The sample size (n) of these five
factors (including Y which is net sales) is 42. This includes quarterly data from 1999 all the way to the second
quarter of 2009, making for 42 observaiions per variable. The quarterly GDP and inflation data sets were obtained
from the Bureau of Economic Analysis (www.BEA.gov } website. The interest rate data sel was acquired from the
Federal Reserve website (www.federalreserve. gov). Finally, the quarterly net sales information and number of Wal-
Mart store locations were obtained through the Bloomberg and Reuters computer financial programs. (Swmmeary
Statisties 1) (Data 1}{Residuals 1)

RESULTS

When initially running the first linear regression within STATA, the results displayed an t* of 9236, and
only two significant variabies including number of store locations and interest rate, Store Locations displayed a t-
statistic of 19,33 and a p-value of .00, and interest rate had a t-stat of -2.50 (which is greater than two in absolute
terms) and a p-value of 0,017, making these two variables extremely significant to this analysis, GDP and inflation
both had t-statistics lower than two and p-values greater than (.05 making them insignificant in this regression.
(Analysis T) From these results you might gather that there are missing variables. However, after running the
Ramsey RESET test, this displayed a p-value of .1834 which is greater than the alpha of .05 meaning that we do
NOT reject the H, : model has no omitted variables. After clearing up this issue, there was also the need to run the
Breusch-Pagan/Cook-Weisberg test for heteroscedasticity. This test displayed a result of 0625 which again is
greater than ,05 meaning that you do NOT reject the H, : Constant variance. This means that there is constant
variance and no heteroscedasticity, However, generally speaking anything between .05 and .1 is considered
somewhat of a gray area when locking at heteroscedasticity.

The next step in correcting this issue was to take the initial linear regression and regress it again, but this time using
the Robust test. The Robust test essentially uses constant variances and standard errors (n/{n-k}) to correct for the
inconsistent variances. This now showed a higher t-statistic of -2.55 (absolute valuc) and a lower p-value of 0.G/5
for GDP, now making this variable significant as well, (Analysis 2) Now knowing that the test showed that there
were no omitted variables and heteroscedasticity was no longer an issue, there was still the need to use the Durbin
Watson test to check for autocorrelation for time-series data.

These results showed a d-statistic of 2,669 . The calculated d-statistic with an “n” of 42, and a *k” of | provides a
critical value of 1.455, Afler calculating the rejection and acceptance regions table, the Durbin Watson statistic of
2,669 fell into the rejection region of 2.545 or above. This means that we reject the H,: NO negative autocorrelation,
therefore there is negative autocorrelation.
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reject [no Not no reject
concl. | Reject concl.
l
|
1
(8] il dnr 2 d-ctu d—cil )
1455 1.552 2.4 3 545

D-statistic = 2.669 This falls is rejfect region, so we rejfect’
H, : No negative autocorrelation

The final analysis to alleviate this negative autocorrelation included running a Prais-Winsten regression
which automatically transforms the Durbin Watson statistic to an acceptable value. After running this regression, the
transformed d-statistic was 1.8898, which fell directly into the do not reject region, meaning that there is no longer
any positive or negative autocorrelation. This Prais-Winsten regression, however, did knock the GDP variable down
to a 1.6/ t-stat and bumped the p-value up to 0.716, making the GDP aspect not as significant, (dnalysis 3) Now
that the corrections have been made to all of the violations of the CLRM, it is time to interpret the results.

Final Economnetric Model: Yi=-3533.422 + 13.28X, -.0092X; - 1403.3X,+ 744.36X;

{(intercept) (# stores) (GDP}  (interest) (inflation)

INTERPRETATION

Starting with the first variable of GDP, generally speaking one might assume that as GDP for the country
increases, as would the sales of many retail stores. This may actuaily even be the case for many retail distributors;
however, this is not the case for Wal-Mart. Looking at quarterly data from 1999-2009, in regards to GDP growth
and Wal-Mart net sales actually reflects that there is a negative correlation between these two factors. After running
a linear regression in STATA, the resulting coefficient for GDP in relation to Wal-Mart’s net sales was  -.0092437.
This negative coefficient shows the negative relationship between the two factors and how if GDP increases, net
sales decreases and vice versa, Essentially this means that as GDP increases by $£,000,000,000 Wal-Mart net sales
decreases by § 9,243,700 respectively, while all other variables are held constant,

The second macro econornic indicator analyzed was interest rate. When thinking about interest rate and its
effect on Wal-Mart net sales, one would probably assume as interest rates rise individuals would have the tendency
(o invest more and receive higher yields and rates of return for their investments. As investment increases, overall
consumption generally has a tendency to drop in response, and this would most likely decrease Wal-Mart’s net sales
meaning that there would be a negative corelation between the two. When looking at the numerical results of the
regression this holds true. The coefficient for interest rates variable is -1403.342 showing a rather large negative
relationship between net sales and interest rates. This means that as interest rate increases by 1 unit, Wal-Mart net
sales decrease by $1,403,342 respectively, while all other variables are held constant.

Yet another macro economic indicator used in this study which influences the net sales of Wal-Mart is
inflation. When looking at inflation and its potential persuasion of sales, one would most likely assume that there
would be a positive relationship between the two because as inflation or general prices increase, as would the net
sales for Wal-Mart. The statistical analysis of this actually reflects the same. The coefficient of the inflation variable
is 744.3652 showing that there is indeed a positive relationship between the two. This means that as one tncreases,
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as does the other, and as one decreases, the other will as well while all other variables are held constant. This means
that as the inflation increases by 1 unit, Wal-Mart net sales increases by $7,443,652. Some may think that Lhis is a
significant increase, however when logically thinking about this it makes sense. As overall prices for a country
increase, so will all of the prices within a retail store clearly making for a large increase in net sales.

The last variable analyzed in regard to responsiveness of Wal-Mart’s net sales is the number of store
locations. When thinking about this issue reasonably, onc would think that with each new store a company opens
there would absolutely be an increase in net sales. Would it make sense for a company fo open new locations that
would not increase their net sales? If so, this is most likely an cxfremely inefficient company, and is not the case
with Wal-Mart. When looking at the regression results for number of store locations, the coefficient shows a value
of 13.28045 . This essentially means that when the number of store locations increases by one unit, or more simply
put as Wal-Mart opens one new store; their net sales increase approximately $13,280,450 while all other variables
are held constant,

So do all of these factors actually reflect improved performance for Wal-Mart during economic downturns
or recessions? The only way to truly answer this question is to look at these variables and to see their tendencies
during economic recessions and how this is relates to the numerical findings for Wal-Mart, With the first variable as
GDP, this is one of the forcmost indicators that an economic stowdown or downturn may be underway. When the
growth rate for GDP slows, becomes stagnant or begins to decrease, this is an obvious sign that the economy is
underperforming. The main factors which make up GDP are(C) consumption, (I} Investment, (G} Government
spending and (NX) Net exports. As one of, or several of these factors begin to slow or decrease, as does GDP. When
GDP is in times of slowdown and recession, there are fewer jobs, less output, lower income levels, and fower
consumption which most might assume would hurt Wal-Mart. However, during these economic hard times even
though there is reduced overall consumption, people are looking to cut costs and purchase more inexpensive goods,
so more people take advantage of Wal-Mart’s affordable prices. On the contrary, when the economy is performing
better, Wal-Mart’s net sales decrease because there is more output, more jobs, more overall output, and higher
incomes. When this occurs people are less likely to shop at Wal-Mart because they would want to buy higher end
goods and goods with more quality.

During times of recessions or slowdowns, inflation or a general increase in prices has a tendency to
increase as well, When looking at the US econonly, it is generally said that the US economy is a consumption driven
economy. So during times of recession, how would one go about getting people to consume? You simply have to put
more money itto the consumer’s hands, This can be accomplished by giving tax breaks or even printing more
money (which isn’t generalty recommended because this decreases the value of the dollar). Even uncertainty about
potential infiation rates can discourage consumption and investment, which would again decrease GDP and in furn
helping Wal-Mart’s net sales.

When look at interest rates and their behavior during economic furbulence, they have a tendency to
fluctuate depending on the situation. When inflation increases, the Federal Reserve generally increases interest rates
in response to keep inflation in check., When this happens it hurts Wal-Mart’s net sales, again, because as interest
rates increase net sales for Wal-Mart decrease. Also when interest rates increase, people’s demand for money or
their holding money also decreases, meaning that they consume and invest more which will generally help the
gconomy grow, and again hurts Wal-Mart and is represented with the negative coefficient.

CONCLUSION

Overlooking these general economic indicators and their effect of Wal-Mart’s net sales, it is safe to say that
Wal-Mart performs better when there is an economic slump, “While many businesses struggle during the reccssiont,
a handful of U.S. and global companies — from health care giant Abbott Laboratorics (ABT) to retail king Wal-
Mart (WMT)— are riding out the financial storm in good shape.”(Iwata, 2008) Wal-Mart shows its highest net saies
when GDP’s growth slows or declines, and there is threat of, or actually is inflation, Given the current situation,
where interest rates are at 40 year lows, there is a huge threat of inflation and GDP is close to stagnant, Wal-Mart is
continuing to grow and benelit from the situation.
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Graph 1

Retail Sales Growth and Nominal GDP Growth
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Data 1

Net
Time Sales # of Locations GDP(uominal) (r)nominal  Inflation
1999;
Q1 29,819 2,980 9,184.60 4,74 1.67
Q2 33,152 3,120 9,252.60 4.75 2.11
Q3 33,509 3,440 9.401.50 5.09 243
Q4 40,785 3,925 9,607.70 53 2.62
2000,
Ql 34,717 3,993 9,709.50 5.68 324
Q2 38,470 4,020 9,945.01 6.27 3.33
Q3 40,432 4,063 10,017.50 6.52 3,51
Q4 51,394 4,117 10,129.80 6.43 3.43
2001,
Q1 42.985 4,189 10,165.10 5.6 3.39
Q2 46,112 4,241 10,301.30 4.5 3.44
Q3 45,676 4,020 10,305.20 3.45 2.9
Q4 56,556 4,347 10,373.10 2.16 1.72
2002;
Qt 48,052 4,383 10,498.70 1.73 1.45
Q2 52,799 4,455 10,601.90 1.75 1.3
Q3 52,738 4,518 10,701.70 1.74 1.59
Q4 64,210 4,598 10,766.90 1.42 22
2003,
Ql 54,970 4,688 10,888 .40 i.25 2.87
Q2 59,694 4,717 1§,008.10 1.24 2.13
Q3 58,797 4,750 11,255,770 1.02 2.19
Q4 66,400 4,835 11,416.50 0.99 1.89
2004;
Ql 56,718 4,906 11,597.20 1 1.79
Q2 62,637 5,101 11,778.40 1.01 2.87
Q3 62,480 5,135 11,950.50 1.43 3.1
Q4 74,494 5,207 12,144.90 1.95 2,79
2005;
Ql 64,763 5,289 12,379.50 2.47 3.04
Q2 69,722 5,315 12,516.80 2.94 2.94
Q3 68,520 5,398 12,741.60 3.46 3.83
Q4 82,216 5,477 12,915.60 3.98 3.74
2006;
Ql 70,908 6,141 13,183.50 4.39 3.65
Q2 76,811 6,452 13,347.80 4.89 4.01
Q3 75,436 6,629 13,452.90 5.25 3.4
Q4 88,418 6,672 13,611.50 5.25 1.94
2007,
(6] 79,613 6,779 13,795.60 5.26 2.43
Q2 84,524 6,956 13,997 .20 5.25 2.65
Q3 83,543 7,597 14,179.90 5.07 2.33
Q4 98,090 7,131 14,337.90 4.51 3.94
2008;
Q1 85,387 7,239 14,373.90 3.18 4,09
Q2 91,990 7,320 14,479.80 2.09 4,38
Q3 90,880 7,854 14,546,70 1.94 53
Q4 106,269 7,529 14,347.30 0.51 1.6
2009, 94,122 7,873 14,178.00 0.18 -0.04

5" Annual Siena College Student Conference in Business

April 16, 2010




Q1
Q2

101,598 7,928 14,151.20 0.18 -1.15

Residuais 1

# of Locations Residual Plot
20000

10000 -

-

1] @ 4 y fhs. @
' S & o
} 2000 © 4008 o~ 6080 S0 10000

3
& -10000
] # of Locations
=
( r ) nominal Residual Plot
20000
8
a
o
=
{ r } nominal
GDP(nominal) Residual Plot
20000
& 10000
3
5 0 . oo
} 5000 20000
-10000
GDP{nominal)
Inflation Residual Plot
20000
ﬁ 10000
T g
o
-2 -10000%

Inflation

5™ Annual Siena College Student Conference in Business
April 16, 2010




Analysis 1

Saurce

rriminatl ~'i4 21
inflar :

inear re o

IF

yoaon o

o
infiat

estat ovIest

tsset  time
time var) v Time,
1 unit
estat dwatson

b n-wia

5" Annual Siena College Student Conference in Business
April 16, 2010




Analysis 3

Lource

e’ 58e+l0
O0e+09

T orrominal

1)
2)

3)

4}

5)

6)

7)

8}

WORKS CITED

Thoma, Marc. "Retail Sales and Nominal GDP." Economist's View, £5 Aug. 2006, Web. 10 Dec. 2009.
<hitpi//economistsview.typepad.com/economistsview/2006/08/retail_sales_an.html>.

"Retail Sales." Welcome to Pages al the Stern School of Business, New York University. NYU-Stern School
of Business, Nov. 2009. Web. 10 Dec, 2009. <http://pages.stern.nyv.edu/-nroubini/bei/RetailSales htin>,
Lien, Kathy. "InvestorCentric: Relail Sales Disappoint, U.S. GDP To Drop Significantly." Investment News
- NuWire Invesior. 12 Dec. 2008. Web, 10 Dec. 2009.
<http://www.nuwireinvestor.com/blogs/investorcentric/2008/12/retail-sales-disappoint-us-gdp-to-
drop.html>,

"USA : Wal-Mart same-store sales rise in September - General News USA." FibreZfashion - Premier B2B
Marketplace for World Textile, Apparel & Fashion Industry, Best B2B Textile Portal. Sanbluc Enterprises
Pvt, Lid., 10 Oct. 2008, Web, 10 Dec. 2009, <htip://www fibre2fashion.com/news/textiles-industry-resulis-
reports/newsdetails.aspxnews id=64572>,

Gujarati, Damodar N., and Dawn C. Porter. Essentials of Econometrics. 4th ed. Vol. 1. New York:
McGraw-Hill Irwin, 2006. Print,

"Retail Sales show inflation, Not Growth." The Big Picture, 13 Feb. 2008. Web. 16 Dec. 2009.
<htep:/ibigpicture. typepad.com/comments/2008/02/retail -sales-sh.html>,

Hagenbaugh, Barbara. "USATODAY .com - Wholesale prices surge 0.7% in April.” News. Travel,

Weather, Entertainment, Sports, Technology, U.S. & World - USATODAY.com. USA Today, [4 May 2004,
Web. 16 Dec. 2009, <http://www usateday.com/money/economy/2004-05-13-ppi-retail-

jobless x.htm?7csp=24>,

Padgham, Jane. "Retail sales slowdown may not halt interest ratc rise - Business News, Business - The
Independent." The Independent | News | UK and Worldwide News | Newspaper. The Independent, 21 Apr.
2007. Web. 10 Dec. 2009, <http://www.independent.co.uk/news/business/news/retaii-sales-siowdown-
may-not-halt-interest-rate-rise-445627 . html>.

5" Annual Siena College Student Conference in Business
April 16, 2010




95 Iwata, Edward, “Some companies {like Wal-Mart) thrive despite recession - USATODAY .com.," News,
Travel, Weather, Entertainment, Sports, Technology, U.S. & World - USATODA Y.com. USA Today, 05
Dec, 2008, Web. 10 Dec. 2009, <hiip://www.usatoday.com/money/economy/2008-12-03-recession-proof-
companies N.hem>.

10) Light, Joe, "The recession helped Wal-Mart. Will a recovery hurt ? - Dec. 3, 2009." Business, financial,
personal finance news - CNNMoney.com. CNN, 3 Dec. 2009, Web. 10 Dec. 2009.
<http://money.cnn.com/2009/12/03/news/companics/walmart_stock.moneymag/index. htm>,

5™ Annual Siena College Student Conference in Business
April 16, 2010




UNITY HOUSE PORTFOLIO

Lauren Cassidy, Siena College
Brittany Parahus, Siena College

Class: Finance 315 (Advanced Investment — Theory and Practice) with Dr. Fang (Jenny} Zhao
Community Partner: Unity House
PROJECT DESCRIPTION

The assigned projects involved investing and managing the endowment fund portfolio for Unity House for
a three-month period. The pritnary goal of this project was to gain an understanding of the investment process by
becoming an interested participant. We were required to trade an initial wealth of $600,000 (the size of the
endowment fund of Unity House) in domestic or international stocks, bonds, mutnal funds, options, and futures over
the semester. The trading simulation was managed by Stock-Trak, Inc, of Atlanta, Georgia, a comprehensive
simulation program for Finance students across the 1,8, Through this project, we were able to apply techniques of
risk and return analysis, financial statement analysis, and equity and bond valuation in a real context. We produced a
comprehensive portfolio report by the end of the semester, and we presented our project to the community partner
and to the class. At the end of the three-month-time trading period, we were able to achieve a 5.16% return (the
annualized return was 22.30%) on our portfolio, which was valued at $630,978.44 (a gain of $30,978.44 from the
initial investment of $600,000), At the start of the trading, the S&P 500 was at $1,068.30 and closed the exercise at
$1,094.90, yielding a return of 2.49%. Our portfolio return of 5.16% exceeded the S&P 500 benchmark (the
market) by 2.65 percentage points, or 106 percent. The project worked effectively to achieve the learning outcomes
of the course. The copies of our portfolio report and presentation were delivered to our community partner,

REFLECTION

The service Icaming project reflects the Schoot of Business mission statement, The project was most
effective in teaching us professional development in the business world. We were, in a way, working for the Finance
Department at Unity House, It allowed us to see what is expected of a portfolio manager when he or she is entering
the professional wortd. We worked for our client free of charge, and we did it to the best of our ability. It made us
feel good that our portfolio outperformed the benchmark and that the type of work we completed was comparable to
that of hired professionals, It was truly an enriching experience working with the director of finance at Unity House,
Brian Schneider, who was very engaged with our class. We received direct feedback about our policy statement,
asset allocation, and investment strategy. We are glad to use our knowledge and skills for the benefit of others,

FUTURE

We enjoyed creating a stock portfolio by using our knowledge of actuarial science, probability, and risk
management. By using these concepts we were able to reduce the level of risk that Unity House would acquire, We
enjoyed going to the irading room to learn how to collect data from Bloomberg and Thompson to successfully
complete this project, We have a better understanding of investment concepts and partfolio simulation as a result of
completing this project. We would like to do another hands-on project like this in the future.
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SERVICE COMMERCIALIZATION FOR PRODUCT,
SERVICE, & WARRANTY

Kerry Connelly, Siena College
John Van Denburgh, Siena College
Frank Massi, Siena College

INTRODUCTION

Product, Service & Warranty (PS&W) is a department within the Renewable Energy division of General
Electric (GE). The Renewable Energy division represented almost eighteen percent of GE’s net income last quarter
and represents a large amount of potential growth within its technical services. The revenue is predominaiely
realized from the sales of GE manufactured wind turbines. GE Wind is the world’s largest supplier of wind
turbines, with over 13,000 units instailed worldwide. These turbines are purchased by power utility companies,
municipalities, and venture capitalists, GE Wind has turbine manufacturing facilities throughout the world and
offers instailation, operation and maintenance services for its wind turbines.

PS&W is comprised of many groups that provide support and technical services for its customers. The
primary support groups at the Schenectady headquarters are the Renewable Operational Center (ROC), Fleet
Availability Engineers (FAE), and Services Sales. John Gibson, a manager at PS&W, challenged our team to
coordinate operational activities and to develop new marketing strategies that would align resources in an effort to
commercialize technical services. John dedicated numerous members of PS&W's staff to this project. David
Carlson, a member of GE’s Leadership Program, was the director who led the joint effort. Our team gained the
knowledge and understanding needed to make critical recommendations during a three week period where the Siena
Team made nine separate visils, had over forty hours of group discussions with PS&W personnel, and countless
personal team mectings.

The revenue target for PS&W is to grow to 1 billion dollars; our recommendations were concentrated on
the facilitation of this goal. Primarily the focus was on the coordination of service activities and the development of
processes that relied on collaborative actions designed around market opportunities.

The team quickly realized that this endeavor had many conveluted issues and multiple interests with
conflicting incentives or agendas. The growth of services sales could potentially alienate customers or account
executives and the changing of operational structure could create internal organizational strife. One such dilemma
was the changing of warranty classifications which could result in short-term losses. Preliminary recommendations
would have allowed for PS&W to reposition its Part and Labor (P&L) agreement customers into Parts Only (Parts)
or Operation and Maintenance (O&M) agreements. Many managers agreed that the P&L agreements were not
conducive to the overall growth of services but did prefer to increase the O&M contracts. A structural change such
as this would not be supported by management, because of its potential for short-ferm decreased revenue.

OPERATIONAL OVERVIEW

John gave us exclusive access and insight into the operations and processes at PS&W. This approach
allowed our team to make valid recommendations based on the actual operational framework currently in place.
However, the entive composition of PS&W cannot be completely fathomed in three weeks due to the myriad of
overwhelming processes, our team worked to obtain a surface examination of the operations in place. Dave guided
the team in a way that permitted independent objective suggestions, without sacrificing progress and freethinking
thoughts and questions being brought to light.

GE monitors over 3,500 turbines and can remotely access their systems from its Renewable Operational
Center (ROC). The connectivity is facilitated by a T-carrier line that provides 24 hour monitoring and investment
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protection for its customers. The ROC is responsible for correcting faults by implementing its Fault Handling
Procedures and remotely resetting units. If the ROC cannot correct the faulted condition the issue escalates the fault
to the Fleet Availability Engineers {FAEs).

FAEs can also remotely access the faulted unit and gather information to assess the condition and provide
procedural support to field technicians. Often the FAEs expertise will yield a corrective action, however, some
faulted turbines require a site visit from a FAE fo fix or replace the faulted part, The success rate at which the FAEs
correct faulted units are a differentiator and provides GE Wind a competitive advantage,

Services Sales is a group of professionals that design service agreements and formulate pricing strategies
for an array of offerings, This department interfaces directly with customers and understands their needs. Services
Sales continuously reevaluates services and creatively searches for orderings that will enhance customer satisfaction
and increase service revenue for PS&W.

This value chain aliows GE Wind the opportunity to provide excellent technical support, enhanced
services, and sales. The structure of PS&W is focused on delivering technical information throughout its
departments. Our team determined that a proactive approach centered on marketing concepts should also flow
through its value chain. The existing structure will support a marketing model that should be focused on delivering
econemic opportunities and value to its customers, The convergence of information should generate a report that
identifies a revenue lag at a specific site, The information then should be compiled and packaged into a deliverable
that will address site specific deficiencies. This will produce new innovative services that concentrate on offerings
that increase the sites revenue. Thus, aligning incentives and creating partnerships between PS&W and its
customers. This partnership will not only grow revenue but also facilitate cost reductions for both firms. These
future partnerships should emulate the agreements and relationships that exist between Dell Computers and its
suppliers. PS&W should construct a supply chain with its customers that will grow its revenue while
simultaneously boosting their custemer’s profitability.

MARKET INDICATORS

The initial steps of evaluating potential service customers for PS&W are premised around a simple
approach. Who would benefit the most from partnering with PS&W? The answer was just as simple, the sites that
have Frequently Faulted Turbines (FFT) or sites that consistently underperform. These sites are not optimizing their
investments and wasting valuable resources.

PS&W has procedures that are equipped to evaluate FFTs and underperforming turbines. The 24 Hour
Report is a very powerful tool in detecting problematic units. Sections of this report should be geared toward a
marketing effort that identifies potential service customers and delivers relevant information to the services sales
department.

The ability of a FAE to restore on-line status for a FFT represents a potential business opporiunity and
should be aggressively marketed. FAEs currently provide technical support by phone, email, and often
troubleshooting assistance at no cost to its customers or service competitors. This process must be converted into a
model that allows PS&W the ability to charge for its services and knowledge. This will create a viable revenue
stream and increase the operating expenses of its competitors,

The identification of underperforming turbines represents another growth prospect for PS&W services.
The potential market size for the optimization of turbines appears to be quite substantial and a larger revenue
opportunity than FFTs. PS&W assesses the performance and identifies corrective actions as a routine process in
managing its fleet. Underperforming turbines are defined as having a production ratio of less than 95%.
Corrective steps include parameter validation, sensor report review, and pitch settings. PS&W should segment its
customers based on their production rank. Targeting the under performers should yield a viable business
opportunity and increase services sales.
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FREQUENTLY FAULTING TURBINES (FFTs)

Frequently Faulting Turbines are considered turbines that have ten or more faults per day that are attributed
to the same cause. Wind parks that have cven a limited number of FFTs would be at a scrious disadvantage
considering that most wind parks cost multimillions of dollars. The only way to recoup their initial investment and
eventually profit is to generate power; this of course can only occur if the turbines are operational. For example, one
wind park in Northern New York had a turbine down for about 8 hours due to Fault 119. This is 8 hours of potential
revenue the park could have generated,

One could think of this situation in terms of surfing on the ocean. Surfers wait for hours sometimes on the
water for waves. The surfers on the water are analogous to the turbincs ready to produce power. The turbines need
to be available to produce power, just as surfers need to be on the water to ride waves. Increasing availability would
not only increase the potential profitability of these wind parks but also help maintain GE’s 97% fleet wide
availability target.

As slated above, there needs to be more transpatency between FAEs and Sales Services in order to
maximize PS&W opportunity to recapture revenue. The information contained in the 24 Hour Report should be
communicated to the representatives in Sales Services so that that they can develop appropriate marketing strategies
for each site with FFTs.

UNDERPERFORMING TURBINES

The performance of a turbine is just as important as the availability. The performance of a turbine is
defined by how much energy or megawatts are produced. One of the best sites to illustrate this is Panther Creck in
Texas. Although it has above average availability, the site’s underperformance rate is in the high teens. This
specific park regardless of outstanding availability is considered an operational failure because the amount of power
being generated by the park is significantly less than the park’s optimum level. Therefore, there needs to be a
balance between the availability of the turbines as well as the performance.

Afier the initial two year warranties have expired on GE turhines, many companies who do not use GE
O&M agreements tend to hire 3 party contractors. These contractors do not have the same in depth knowledge
necessary to keep the turbines running at the optimal levels as their GE counterparts. As a result, many turbines in
the GF fieet that are maintained by 3™ parties suffer from underperformance. Most of the underperforming turbines
are atiributed to improper parameter settings, hiade zeroing and pitch settings.

Our target market for underperforming turbines is the lowest 20% of parks or approximately 1800 turbines
fleet wide. It is important to note that because there is no significant GE presence at these wind parks, GE must first
make a case for how it can increase the profitability of these parks. Our team concluded that a free weekly
performance evaluation should be conducted for prospective wind parks to show the owners of the facilities the
potential increase in performance. GE technicians should conduct onsite performance tests and the resulting before
and after power curves compared to show the facility owners the increase in performance.

EMPLOYEE RETENTION

There is a pressing need to further cultivate the level of information control within the PS&W Department
at General Electric. An cxample of this can be seen from the fact that over 25% of their technicians and engineers
on both the parts and labor sites and the operations management sites (O&M) are lost every fime the park comes out
of warranty. This is an extremely high turnover rate and unfortunately leads to a loss in human capital on multiple
levels, firstly you lose the individuals who have experience and training provided for them at the cost of GE and
secondly you have to train new employees to replace them,

The most detrimental cost to GE is incalculable at this time; former employecs are taking knowledge
gained at GE to third party vendors and their competitors. This will hinder GE’s ability to do business with the wind
parks where their former employees are now providing services for and could be costing them countless amounts
lost in potential contracts, GE trained employees are taking all of the experiences, knowledge, and abilities to
competing businesses and the cost of retaining information and learning will continue fo rise if this goes unchecked
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into the future. If management has a suspicion this is occurring it is more likely they are just seeing the tip of the
iceberg and the problem is significantly more pervasive then they could have imagined.

A suspicion for this is the reality that parts and labor sites are outperforming the O&M sites, which are
mote experienced and better staffed. This is a continually puzzling anomaly and is severely hindering GE's ability
i0 sell O&M agreements when their customers can see the parts and labor sites have more availability on average
and arc paying less for the services. From a business standpoint it's tough to imagine someone who wouid want to
pay more for a service agreement knowing on average they could pay less and have the coverage be better. Once
resolved this issue will allow GE's services sales to take advantage of the higher numbers and use it as a sales pitch,
but until then it continues to plague them with questions, Our group believes it is correlated with the 25% employee
turnover ratio.

It is suggested is to have all future employees sign covenants not to compete. GE could even have the
current employees sign these covenants as well but you would need to offer them an inerease in benefit so it could
be a recognized as a legally binding contract. Currently these contracts are not used by GE and would allow them to
potentially slow individuals from leaving the company and going to work for third party operators, This will build a
culture from the day they sign a contract that all of the knowledge and training that GE provides to them is not to be
taken elsewhere. The covenant not to compete should be in effect for at kcast two years after the employee leaves
GE. The two year hiatus would prevent the employee from keeping up with technology curve within the constantly
changing wind industry. When employees break the covenants GE has to be sure to prosecute them to the full extent
to set the tone this behavior will not be tolerated.

Another significant issue is some wind parks under warranty no longer order parts through GE. They are
bypassing the GE supply chain and are obtaining their parts directly from the manufacturer. This means at some
point a park technician gave the information on how to order parts and where to obtain them to the park operators or
the third party vendors. It is likely the GE technician did this to be seen in a positive light by the park employees
because in roughly two years or less the warranty will be up and they will be forced to move on fo the next GE park.
The GE technicians might want to stay in the area and settle down if they have a family and believe if they impress
the park they are stationed at, it witl save them the time and stress of moving and adjusting to a new area.

Upon speaking to the Engineers at PS&W many of them also commented on the close quarters between the
wind park operators and the GE technicians on site. Many of them stated they were literally one trailer away from
one another and worked in an environment where information could be readily shared.

In order to retain a larger portion of the workforce GE should hire individuals who are more open to
moving around on a regular basis. Many of the technicians and engineers currently working for GE in wind parks
under service agreements do so for 2 or more years. By hiring individuals more open to moving on an annual basis
ot even bi-annual basis they could more effectively manage their workforce. Top employees can be targeted by
tracking increased service revenues of each park during an employee’s tenure. The top employee can then be used
to train the next generation of service employees. Conversely GE could more effectively pick out the bottom 10%
of their employees working on sites and either give them additional training or remove them to make room for more
qualified individuals. If employees have a significant number of years on rotation and are outstanding employees,
they could be transferred to sites that have OSA agreements or O&M agreements, thus simultaneously placing lfess
experienced individuals into the parts only agreements. This could also help bolster the high end agreements while
rewarding dedicated employees and give the less experienced workers something to work for and stay with GE,

Employees who consecutively, accurately and regularly refer customers to the ROC, the FAEs and to GE
for parts and necessary services should be rewarded. By offering modest stock options and possibly cash benefits
they would be apt to continue their methods and fee! increasingly connected and loyal to GE rather than the park
they are working in. Furthermore it would be an incentive to halt the giving of supplier information out to the parks
and operators outside of GE. By offering stock to employees it gives them a fong term benefit to the company they
work for and makes them apt to remain at GE to see their investments mature,
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INDEPENDENT OPERATOR TRAINING

GE needs to make sure their customers can still acquire the necessary information to operate the park
smoothly. Onsite training should be provided to third party operators, independent owners, insurance companies
and loaning institutions. The two target markets PS&W should target are parks coming out of warranty and parks
that have recently undergone their PRT (Park Reliability Test). Parks that are coming out of warranty, especially the
parks that do not plan to renew a contract with GE, should be sought out by the Sales Services team in order to gain
back the loss of potential business. The PRT test is performed on new parks coming online and the onsite training
could aid the park administrators in transitioning smoothly so they do not see such a sharp decrease in efficiencies in
the beginning. Both of these groups would also foster a close relationship between GE and its customers. These
educational services should be a collaborative effort between GE Learning Center and PS&W, since the Learning
Center specializes in providing these services.

A company who illustrates a learning model for GE to emulate in the future is Generac Power Systems.
Generac is a company founded in 1959 on engineering and developing power generators for domestic and business
use. A significant segment of their business model consists of educating those interested in signing up for their
Factory and Field Service classes held in Wisconsin where their company is headquartered. Individuals aspiring to
gain both introductory knowledge and advanced certifications regarding generators pay over a thousand dollars to sit
in a class for ten days and learn the material. Some of the more advanced courses even build on each other and have
pre-requisites similar to a college curriculum. If PS&W could successfully build a similar modet as Generac and
partner with the leaming center in the future they could be one step closer to expanding their business and further
spread the knowledge of wind parks to others.

The positive outcomes of halting the leakage of information, further einpowering employees and marketing
education and learning would be limitless. As a group we felt the immediate implications would be the increasing
costs of GE's competitors which would over time foree them to exit the market, Increasing education would
alleviate inundated questions from plaguing the FAE and the ROC personnel. The customner provider relationship
would be perpetuated further as wind park managers realized how important GE support can be to achieve their
maximum efficiencies. All of these direct consequences will certainly help PS&W grow to become the one billion
dollar enterprise they aspire to become.

CONCLUSION

As time goes on it is critical that PS&W designs services that addresses its customers’ needs. With the
increasing age of the flect many units will require enhanced maintenance services and innovative service offerings.
Potential options for future service revenue growth could include decommissioning services, turbine leasing options,
hardware upgrades, and authorized third party vender contracts, Consideration should be given toward a proactive
legislative change that regulates the wind turbine industry and forces operators to decommission units under
guidelines that favor GE Wind.

The goal of PS&W is to increase sales services from its current level to one billion dollars. This can partly
be atiained by marketing, FFT’s, underperforming turbines, leakage control, and commercialized education. These
initial recommendations combined with future market strategies should focus on designing services that add
customer value, The first two recommendations can be implemented by management under the current operational
structure, with relative ease. The third and fourth recommendations, although non-guantifiable, if successfully
implemented, have the potential to sustain service market share.
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MARKETING PLAN: FindIT

Ryan Cook, Siena College

EXECUTIVE SUMMARY

Apple Inc. was cstablished on April 1, 1976 and incorporated January 3, 1977, Over the past 33 years
Apple has lead its industry in the development of comiputer hardware, computer software, consumer electronics, and
digital distribution, Apple takes pride in making life easier and more efficient for consumers here in the United
States and internationally, Our innovative and experienced product development team has developed Apple’s newest
and most appealing product: FindIT.

FindIT is one of a kind in the field of locating lost or stolen possessions. Similar products have been
developed, but lacked what FindIT can provide to consumers. The days of using a metal detector on the beach have
come to a screeching halt. FindIT uses superior technology to calibrate possessions such as car keys, cell phones,
and wrist watches to a computer global positioning sysiem.

Once purchased, the consumer can place small stickers containing data locator chips. The sticker is
powered by light and has a life of two years before having to be replaced. Directly connected to a user-friendly
computer system and satellite technology the stickers will provide the precise geographic coordinates of the item. If
the item happens to be inside, the computer will recognize this and give the correct room in which the item is
located. The consumer can accurately locate up to ten different items using FindIT’s features.

FindIT’s target market consists of computer friendly adolescents and adults with a primary focus on adulis
due to the high initial skimming pricing strategy, The upper to upper-middle class demographic segment will be the
primary buyers of the product. In addition, businesses will also be targeted in order to make daily operations run
more smoothly. The product will also be marketed internationally to growing segments in India, China, and Mexico.
Anyone who has trouble searching for lost or stolen possessions is a potential candidate for our newest product
FindIT.

Developing a competitive position for FindIT is crucial for the products success. Our product wil} be
marketed and visible on our frequently visited web page and in our stores located here in the United States and
abroad. Apple witl hire a new teain of salespersons in order to better market to businesscs. Instead of secing our new
iMac on our clever commercials, consumers wilt be introduced to FindIT with witty commercials in order to
develop a need for the product. Seminars and demonstrations will be used at large events to demonstrate the
usefulness and effectiveness of FindIT.

In order to maintain consistency with FindIT Apple Inc. plans on making challenging but atfainable goals.
Sales initially will be to cover costs of research and development; however, speedy growth is expected for FindIT.
We will strive io have our product in all major retail stores within a year of FindIT’s launching. FindIT will have
updated features every six months in order to maintain current business and attract new business. Apple’s stock will
be expected to rise by at least ten percent over the next three years after FindIT s release, FindIT’s primary goal is to
rcach growing markets abroad and obtain 40 percent of its profit from international imarkets.

COMPANY DESCRIPTION

Apple Inc. was established in Cupertino, California on April 1, 1976 by Steve Jobs, Steve Wozniak, and
Ronald Wayne and later incorporated January 3, 1977. Apple’s main purpose was to hand build and sell the Apple 1
personal computer kit, Apple has an exceptional reputation in the consumer clectronics industry and looks to
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enhance its reputation by developing innovative products for consumers. Apple employs over 35,000 people
worldwide and obtained $32.48 billion in its fiscal year ending September 29, 2008,

Apple relies on its high brand and repurchase loyalty of its consumers to assure future survival. Innovation
and more personalized computers position Apple Inc, from its competitors such as Dell Inc., Hewlett-Packard
Company, and IBM. Inventions such as the iMac, iPod, and iPhone have reached millions of consumers in record
timing. Apple’s investment of time and money has many people thinking FindIT can reach millions in record timing
as well.

STRATEGIC FOCUS AND PLAN

Apple ignited the personal computer revolution in the 1970s with the Apple I1 and reinvented the personal
computer in the 1980s with the Macintesh. Today, Apple continues to lead the industry in innovation with its award-
winning computers, OS X operating system and iLife and professional applications. Apple is also spearheading the
digital media revolution with its iPod portable music and video players and iTunes online store, and has entered the
mobile phone market with its revolutionary iPhone. (Apple Ontine)

Goals

Nenfinancial
1. To have FindIT in all major retail stores by December 7", 2010.

2. Upgrade services for current users every six months with innovative features.

3. Ensure FindIT will be affordable for middie-upper class here in the United States and
internationaily.

4. To be regarded the top lost item locater in the industry by 2012,

5. Provide top customer support and be regarded an elite in customer service.

Financial

1. To obtain a profit margin of at least 55% on FindIT before marketing and distribution costs
are calculated

2. Increase Apple Inc.’s stock by ten percent over FindIT’s first three years on the market.
3. To achieve a return equity of at least 15 percent.

4, Have our market sbare of the lost item locater industry reach highs of 40-50 percent,

Core Competency and Sustainable Competitive Advantage

The core competency of FindIT lies in the unavailability of similar or substitute goods. Other iterns such as
metal detectors and lost ftem trackers that have a beeping function, as you get closer to the object are out of date.
The innovative technology provided by FindIT’s computer program accurately displays the location of an item in or
outside of the home. The use of satellite technology is ground breaking to locating a lost or stelen ifem. Precision
and ease in locating items will create a sense of value in FindIT for our consumers.
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SITUATIONAL ANALYSIS

The SWOT {Strength, Weakness, Opportunities, and Threats) analysis supplies Apple with current and
potential influencers to our marketing plat. These influencers are located both internally and externaliy in our

organizaticen in order to implement bencficial operating approaches.

Strengilts

Strengths
-Limited competition
-Brand reputaticon and awareness
-Vast marketing channei
-fwvaifability of prouct

Weaknesses
~Unknown product
-Expensive

-Luxury item =

-Consumar must have computer

Limited Competition

Opportunities
-Product upgrade

-Unlimitted potentiaj

-Avatiabiiity of prouct
internationally

-Growing interest In technology

Threats
~Technological problems
~Niche audience
~Competition
-Economy

As of now there are no direct comparisens to FindIT. Superior technology with use of computers
and sateliites separate FindIT from the other competitors. Other competitors such as Sony and Microsoft will soan
develop sinular products with computer capability, but FindIT is one of a kind at this point of time. A heavy
marketing campaign wili belp consumers identify us from the soon {0 be competitors in this niche market, Consumer
satisfaction with the product will ensure return sajes and also additional sales,

Briand Reputation and Awareness
Over forty years in the congumer electronic indusiry has allowed Apple Inc. to develop both brand
equity and brand awarcness. The brand equity of Apple Inc. will allow FindIT to be priced at a high rate due to the
vatue the consumer will place in the product. Brand personality will allow curvent Apple users and potentiat Apple
consumers fo sdentify a cartain trait with our new product: FindIT. When consumers think Appie, they agsociate it
with innovation and an individual basis, The consumer wili think, " Apple caters to my needs, so FindIT will as weil.
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Vast Marketing Chanel
There is no specific market for FindIT. The target market can be located in several age groups,
ethnicities, and personalities. Everyone misplaces items and has trouble looking for them without additional
assistance. This provides us with the convenience of marketing our product within several different marketing
segments. This also could prove challenging with finding the best place to market our new innovative product.

Availability of Product
With Apple Inc, stores, retail providers, and a comprehensive website; Apple Inc. has the ability to
provide the product to several different segments. Apple stores are located across the country and abroad to provide
consumers with hand on assistance. No Apple store by you? No problem. Retail stores such as Wal-Mart, Target,
and Best Buy, will have the product ready and available for consumers to test and purchase. Ifa store experience
isn’t what the consumer is looking for the Apple Inc. website (www. Apple.com) will provide consumers with
another channel to purchase our latest product conveniently and cheaply.

Wenaknesses

Unknown Product
Similar products have never been introduced to the market, FindIT will not be associated with
other products and therefore may not catch attention with consumers. To overcome this conception Apple Inc. must
provide interactive demonstrations and informative commercials to educate the consumer on how FindIT actually
works, With proper knowledge consumers will have faith in what FindIT has to offer to them and their family.

Expensive
A product such as FindIT must enter the market with a skimming strategy. This skimming strategy
will allow us to recover from research and development costs, However, our skimming strategy will deter the price
sensitive consumer from purchasing FindIT. It will be essential for FindIT to appeal to the innovators and early
adapters due to their education and leadership in the social setting. Our main priority will be to consistently make
our product affordable to the upper-middle class.

Opportunities

Product Upgrade
As emphasized in our goals we plan to upgrade our product every six months. This will keep
current customers satisfied with our product and at the same time encourage new eustomers to value our product.
Advances in technology will allow this all to be possible. Our research and development team will have challenging,
but attainable goals for FindIT’s advancement. Consumers will be aware of the step ahead Apple Inc. is with their
new item location device.

Growing Luterest in Technology
Time and technology have had a positive correlation since anyone can remember. Apple must
utilize this to their advantage as consumers become more technologically savvy in today’s world, The growing
interest of the baby boomers in the Internet and programs such as excel presents an opportunity for FindIT. If a
consumer has confidence in their technological skills they will be more willing to test and purchase Apple Inc.’s
FindiT.

Threats

Competitors
Currently, FindIT has minimal o no competitors in the market. However, with due time
competition will soon arise and we must be ready to adapt. Utilizing our research and development team to
overwhelm the competition will prove to be necessary to keep FindIT at the top of the market. A successful
campaign at creating a position as the top item-locating device in the country will create even taller barriers of
entrance into our market,
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Economy
An ever-changing economy could be both an opportunity and a threat to Findi'T. I the economy
continues to decline a luxury item such as FindIT could have a difficult time appearing 45 8 value 1o consumers.
However, the economy tends o run through cycles continuously. When the economy takes a positive turst FindIT
could end up in the hands of more consumers than expected. Predicting environmental forces effectively and
accurately will allow us to adapt to the market accordingly,

COMPETITOR ANALYSIS

Apple Inc. has several competitors in the consumer electronic industry. Dell Inc., Hewiett-Packard
Company, and Microsoft have all successfully positioned themseives in the Personal Computer indusiry. Other
electronic companies such as Sony have the ability to challenge Apple Ine.’s FindIT with a similer product of themr
own, The average consumer will only purchase one FindIT in their lifetime, This makes i very important to gain
business from first iime customers,

Apple will appear unique to the competition due o the reliance it has on its own operating system. The
competitors rely on the latest version of Windows (o keep their potential item locator program running elficiently.
Having the convenience of its own operating system, Apple Inc. will be ahie to take care of pofential problems
internally and avoid setbacks,

As of yet, there arc no sericus competitors to our exciusive product. FindlT’s compuater based minning
system distinguishes it from other items on the market, Successfully developing and improving our program will be
essential for a sense of brand equity in our product. Pesitioning FindI'T as the personal, casy fo use item jpcater
product will prove to be a challenge.

COMPANY ANALYSIS

Apple Inc,’s principal activities are fo design, manufacture and market personal computers, mobile
communication devices, and portable digital music and video players annd scll a variety of related software, services,
peripherals, and networking solutions. It 2lso sefls o variety of third-party Macintosh {Mac), iPhione and iPod
compatible products, including application software, printers, storage devices, speakers, headphones, and various
oiher accessories and peripherals through its onlioe and relail stores, and digital content and applications through the
iTunes Siore, It sels its products worldwide through its online stoves, its retail stores, its divect sales force, and third-
party wholesalers, resellers, and value-added resellers, The Group operates in the United States, Europe and Japan.
{Corporate Information Online)

CUSTOMER ANALYSIS

The customers of Apple Inc, have been multiplying in recent years. A growing interest in technology and
need fo find misplaced items will benefit Apple Inc. Over the years Apple lnc. has successfully developed a niche
market and more iinportantly a hrand personality fo go along with that market. New and returning customers have a
preconceived image of our brand. Customers will have convenient locations to buy FindiT in Apple stores, retail
stores, and over the Interpet. Our primary custotner is ons who has either a desperate need for the product due to a
somdition such ss Alzheimer’s or has enough disposable income to purchase FindIT.

ENVIRONMENTAL SCANNING

Marketers study external, uncontrollable factors that impact a company's ability to meet needs of
consumers. The key is to gain s competitive advantage by learning to predict and adapt to several different rends.

Social/Cultaral
k. The vise of population i1 China and India presests an opporunity to market to a larger segment.
2. Consumers may feel influenced to purchase Find!T because they find # socialty accepted or want to be
perceived with FindIT’s image.
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Technological
I. The growing use of Internet to buy goods provides another channet for marketers to advertise and scll
FindIT.
2. A growing interest and acceptance of technology allows Apple Inc. to market to more consumers.
(Appendix B}

Ecological
1. FindIT’s energy saving capabilities will allow it to be more marketable to “going green™ consumers.
2. Production of FindIT using natural and renewable resources could also attract “going green” consumers.

Econoniical
1. Animprovement in the economy could shift the demand curve in Apple’s favor causing more consuniers to
have more disposable income and have the ability to purchase a luxury item such as FindIT
2. The same goes in the other instance. If the economy takes a turn for the worse the demand of FindIT will
fall and consumers will find a substitute product,

Political
1. A government regulation requiring all vehicles to have FindIT stickers could epen up a whole new sector of
business.
2. A change in the budget shift towards technology interest could provide additional funding for research.

Market-Product Focus

This section describes the five-ycar marketing and product objectives for Apple Inc. and the target markcts,
points of difference, and positioning for its new product FindIT,

Mavrketing and Product Objectives

Apple Inc.’s marketing aim is to create a sense of vatue for FindIT with current and potential Apple users,
The customer must feel a sense of reliance on our product to find misplaced or stolen possessions, Once purchased
the customer must feel a sense of accomplishment and a need to use the product. Expanding the features FindIT
offers and reinforcing the personalization of Apple Inc.’s products will grow current markets. Repeat purchases are
very unlikely due to the nature of the product. Apple must rely on the satisfaction of the product in order for positive
word of mouth marketing,

By the end of our 3" year Apple Inc plans to have FindIT taping into new markets located overseas, The
international market will provide more sales due to the increasing population and GDP of China and India. If FindIT
can successfully appeat to foreign markets, Apple Inc. will be able to open more stores and expand its product line
in retail stores in five years.

Government regulation of FindIT in their sector and in other businesses could dramatically increase profit,
For example, city cabs and busses decide or are regulated to use FindIT in order to keep track of their vehicles
increasing Apple Inc.’s overall profit. Lobbying to political officials and donating to their campaigns will eventually
help us in the long run.

Target Market

The primary target market for FindIT is a upper-middle class househeld with technologically advanced or
very forgetful people. The family should be making in over $150,000 and have an interest in the latest technology.
Houscholds with frequently lost objects such as car keys, TV remotes, cell phones, etc, International markets will
also be heavily marketed to. The target market will be better understood once sales and research begin. However, the
group initially marketed to will be male with an average age of 30.

Points of Difference

Due to the superiority of FindIt to the competition there are many differences with our product. The biggest
difference would have to be our computer program based system. Other lost item locaters have no computer system
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support. This makes our product more user friendly and efficient. Secondly, FindIT’s satellite capability allows the
consumer 1o locate an item anywhere in the world. Families or people that travel frequently will always be able to
maintain inventory of their items.

Positioning

Apple Inc. plans to correlate its own position in the market with FindIT's. Apple Inc. prides itsclf in the
quality of both its hardware and software items. Ensuring compatibility with all computers including Apple Inc.’s
own computer line will make the product marketable to more consuimers, Establishing and maintaining higher
quality, better efficiency, and “for myself” image will ensure continuous business.

MARKETING PROGRAM

Product Strategy

The product line will contain two different manufactured goods: FindIT home and FindIT business. The
products are virtually identical except for the amount of ifems able to track. A family will utilize FindIT to locate up
to ten items and a business will utilize FindIT to locate up to 100 items whether they may be staplers in the office or
taxicabs in New York City.

Once downloaded on their computer the consumer will be able to place small stickers with micro-sensors to
detect the items location in their house or anywhere in the country. With sateltite technology the items can be
precisely spotted anywhere. The expense of this satellite technology is one of the main factors for the price at which
FindIT will be sold for.

FindIT will require maintenance from Apple’s service teamn, If experiencing a technical difficulty the
consumer can locate an Apple store and bring their product in or if not located by a store, can send the product into
Apple Inc.’s service team, Apple Inc prides itself in cheap efficient service and will charge a maintenance foe of
$50.00 in order to repair the product. Maintaining consistent and superior customer satisfaction will be cssential to
ensure future sales. (Appendix C)

A warranty will also be offered with FindIT. If unsatisfied with the product the consumer has up to two
months to return FindIT for a full refund. Returned FindIT’s will be placed in stores and sold at a discounted rate.
The item must be returned in its original packaging. The packaging comes in one of Apple Inc.’s unique white boxes
similar to their laptops only larger in size,

Place/Distribution

FindIT will be distributed through Apple Inc. warchouses to Apple stores and other retail stores, Steady
growth is expected and will determine the number of new stores and distributing facilities needed. If sales increase
to the point where capacity is challenged, a separate division will be created fo handle FindIT solely.

Muitichannel marketing will be used to blend the different forms of communication and delivery channels,
Shopping online should be similar to the store shopping experience. We want to make sure that consumcrs feel a
sense of balance with Apple Inc.’s marketing campaign and fin it convenient to shop with us. A heavy focus will be
placed on online ordering due to convenience,

Apple Inc. will partner with UPS in order to effectively deliver FindIT to consumers. We will create a
contract giving them a certain rate for the amount of business we plan on giving UPS. Overseas transportation will
be done through UPS as well. Rates will solely depend on how close the home or business is to one of our
distribution locations,

Stock level will be monitored with computer-based stock keeping unit systems. Every Apple store and
primary retailer will keep a suitable amount of FindIT’s in storage depending on previous sales and research.
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Initially a market test will be in effect in the Northeast. Numbers generated from these sales will be essential into
determining how many FindIT’s to have lor backup.

Promotion

Store demonstrations will be used to convey 1o consumers the effectiveness of FindIT. Seminars in Apple
stores and other retuil stores will take place nationally and abroad. Apple’s sales force will run a campaign to make
businesses aware of FindIT’s capabilities. Apple Inc.’s website will also feature the product and display previews of
how FindIT operates and details of its features. These videos will also be available to view on Youtube.com to reach
more markets.

Another promotion will be implemented io appeal to current Apple consumers who buy related products.
For example, when a laptop is purchased the consumer will receive a coupon grantiug them a discount on FindIT,
Apple consumers tend to buy other Apple products for their electronic needs. If a consumer has purchased a
MacBook or iPod they will be that much move inclined to purchase Apple Inc.’s newest product.

The continual ads seen on T.V. contrasting Mac and PC will convert over to FindIT. Clever commercials
stressing individuality and necessity for the product will help drive sales. Showing a mother struggle to lind her car
keys in the morning or locate a missing watch will appeal to consumers and create a sense of value in the product.

FindIT’s will be donated to charitable organizations to show a sense of community concern. Programs such
as Catholic Charities and Chow will receive FindIT’s to use for their non-for profit businesses. Consumers will
associate the Apple brand with a caring attitude and will want to connect with the brand name.

Price

The price of FindIT will be its ultimate weakness. Heavy costs with research, development, satellite usage,
and heavy marketing will force Apple Inc. to usc a skimming strategy. The skimming strategy will allow Apple Inc.
to make up for some of these costs and eventually turn a profit in the future. The markets must sce the value in
FindIT if they are willing to pay the price for this luxury item,

'The initial list price for FindTT will be $3,000 for the home model dollars or about double the price of one
of Apple Inc.’s MacBooks. The business version wili self at $5,000 dollars, The reason for such a steep price also
ties into the factor of recovering a item potentiatly worth more than that amount. Tf a misplaced car or expensive
watch is recovered FindIT has already paid for itself. The computer program is included with the purchase.
However, additional fees will be paid monthly in order to help with sateflite rental costs.

Once registered the consumer will pay a fee of $20 per a month in order to ensure a working program.
Incentives will be offered to consumers who pay on time such as other Apple Inc. products. A system of point
rewards will be sef up for consumers who develop a good history with Apple Inc. The points can be converled into
discount rates for Apple Inc. goods and services. Free delivery or songs on iTunes will be handed out to those who
pay their bill within a certain time period of when it’s due. Similar to the two in ten discount offered by wholesalers
and other companies,

Holiday discounts around Christmas will be offered to encourage consumer spending. Purchasing multiple
FindIT’s will also present a discount o consumers, Paying in full will also allow consumers to receive a discount on
FindIT. If not able to pay in full, consumers can fill out a credit application. If the credit application is accepted our
finance team the consumer may set up monthly payments for FindIT.

FINANCIAL DATA AND PROJECTIONS
Apple Inc. sales revenue has been increasing in the past eight years and is expected to continually do so.

(Appendix A) Projections are all based on sales at $3000.00. Apple Inc. realizes the price will vary due to the
economy, promotions, and inflation. Continual growth is expected due to tbe barriers of entry to competitors, Being
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the first product of its kind and having an exceptional research and development team will help keep these numbers
frue.

Fixed costs will include salaries of the research and development team, satellite rental fees, and store
rentals fees. Variable costs will depend on the cost of raw materials and the sum of marginal costs. Profit is not
expected until the third year after FindIT's launch. This will also be the year FindIT travels abroad and tests the
markets overseas more intensely. Apple Inc. also anticipates growth in the business sector of FindIT business in this
year.

FindIT Home Units Sold Net Sales in Millions Operating Profit (loss)

Projected 2010 250,000 75 (80.50)

Projected 2011 400,000 $120 {$0.20)

Projected 2012 700,000 $210 $2.80

Projected 2013 1,000,000 $300 $3.70

Projected 2014 1,500,000 $450 $£5.10
ORGANIZATION

The complexity of Apple Inc.’s organization would take several pages to display. FindIT will have it’s own
division in Apple Inc, but operate under Apple Inc.’s policies and regulations. The Vice President of FindIT will be
in charge of the head of five different departments: Accounting, Finance, Sales, Research and Development, and
Software Support. Each division will be operating in cotrelation with FindIT and Apple Inc.’s mission and goals.

The head of sales will be responsible for enhancing brand awareness and increasing the brand value and
brand personality. He will work with the data provided by the research and development team. The research and
development team will use surveys and consumer research to gain a competitive advantage.

The head of software support will ensure that FindIT’s will be maintained and taken care of when problems
arise. The head of finance will help with production and marketing costs in the present and predictions for the future.
The head of accounting will be in charge of the current assets and liabilities of Findlt’s division, They all play an
important roll in the development, sales, and future of the division. Apple Inc.’s human resource division will aid in
the operation of FindIT.

IMPLEMENTATION

A Ner market testing the Nottheast, FindIT plans to make movement to the South and tben later the West.
Once the majority of U.S. markets are tapped into then foreign markets can be attacked. Adding new markets will
depend mainly on the research and development team’s findings and the execution of the sales force. Writing ads,
running promotions, and setting prices will all be implemented to achieve our market share goals.
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The market share will be initially ours due to lack of competitors, however, competitors are expected to
arise in both the United States and internationally, These competitors will initially decrease our market share but our
marketing strategy and successful implementation will help gain more market share, Marketing tactics will be
implemented with information on environmenta! forces provided by the research and development team.

Cumulative

Cumulative Percentage of
Percentage of U.S Foreign
Year New Markets Added Cumulative Markets Markets Markets
2010 3 6 90 90
2011 4 10 92 84
2012 2 12 85 83
2013 5 17 87 86
2014 5 22 90 89

One of the first strategies used will be to capture the women demographic. To do this FindIT
demonstrations will take place in shopping centers and advertised on the Soap network. Stay at home mothers and
wives with disposable income will be exposed to FindIT and develop an interest in the product. A promotion in
People magazine for FindTT will spark interest in the product. Donating a certain amount of earnings to a breast
cancer foundation will appeal to women as well.

EVALUATION AND CONTROL

The goals of FindIT will be available for all of the division’s employees to see daily. However, there are
procedures that will not be followed or environmental factors that will keep us from achieving these goals. When
these situations arise it will be the responsibility of the research and development team (o reanalyze the markel and
the sates force to reach the markets effectively,

Possible Deviations

1. People arc unfamiliar with FindIT and are apprehensive to buy it due to its price.
2. A downshift in the cconomy will send demand for FindIT to the bottom of the industry,
3. Overproduction could lead to little inventory space and high debts,

Possible Solutions

1. In the event that consumers are unaware of FindI'T’s innovative technology and offerings we must educate
them on the benefits of the product. Running more ads is always an option, but educating the consumer on
the different features to appeal to particular markets will be essential.

2. If the economy causes demand to fall pricing will have to be addressed. The luxury of FindIT will make it
an elastic good, Consumers do not need to buy FindIT hy any means. A drop in price would be the most
effective sofution when there is a downturn in the economy, A successful prometion would aiso work such
as a rebate offer,

3. lnproper planning could lead to an overproduction of FindIT. This would drive up expenses if demand
does not increase. A successful SKU computer system will help keep an accurate inventory. Having
multiple distribution centers will force Find!IT to invest a substantial amount of money in this computer
system. However, due to Applc Inc. being a computer based company costs should be somewhat
reasonable,
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APPENDIX B
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APPENDIX D
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MEDICAL INFORMATION SYSTEMS

Brian Litz, Siena College
Krista Timpano, Siena College
Alicia Yaccarino, Siena College

Class: Management Information Systems

Professor: Jami Cotler

ABSTRACT

This presentation will discuss the world of information technology and how it applies to health carc in the
United States. This is a major topic in the news today and thus it is important for people te understand the
implications and results that will occur with the implementation of this new method. The presentation will touch
upon the general atiributes of Medical Information Systems, the concept of HIPAA and how one’s privacy will be
affected, as well as President Obama’s plans for the future of health care.

The presentation on Medical Information Systems also is innovative in the fact that it will be presented via
WebEx, an Internet-based web conference program, The presenters will be in a remote location and will be seen on
a screen rather than in person. Furthermore, the presentation material was created using a wiki, a website that the
students created, instead of a traditional Power Point presentation. The use of a wiki allowed the students to create
the presentation while in different locations because the document was shared with each student which allowed them
to edit and add information, This presentation will inform the audience not only about health information
technology, but also the technological methods that are sure to be utilized in business in the futurc.
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GIVING AND RECEIVING: EDITING COMMUNICATIONS FOR A
NON-PROFIT ORGANIZATION

Mary Beth Dineen

Class: MKMG 113 - Business and Organizational Communication
Professor: Dr, Melinda Costello
Community Partner: Homeless and Travelers Aid Society (HATAS)

Project Description: In the beginning of the semester, our class was given a packet of
comniunications materials, including fundraising letters and thank you notes, used by
HATAS, a support system for people who need assistance being placed in homeless shelters.
Jackie Ginnan, a Siena graduate and representative from HATAS, spoke to our class about
the organization’s mission and the purpose for each communication.

We edited each letter and compared our revisions. Dr. Costello extracted our
favorite content into one document. From here, we collaborated on the finished document.
This promoted a group atmosphere that allowed everyone an opportunity to give his or her
opinion until unanimous decisions were made.

After the tevised versions of each letter had been finalized, we constructed an e-mail
to send to HATAS. 1n the e-mail, we summarized our revisions, presented the final versions
of each document, and thanked the organization for the opportunity. We received positive
feedback from HATAS and were told our work would be used in future communications.

Reflection: Through this project, my classmates and I learned how to patiently collaborate.
Because of the interactive and participatory approach to this project, we were able to
recognize the value of others’ contributions,

Furthermore, editing letters for HATAS allowed us to put into practice what we read
in the textbook about structuring communications. This project gave our class real world
experience, and the fact that our revisions might actually be used by HATAS put added
pressure on us to assemble our best work.

The value of an outsider’s viewpoint was emphasized in the positive feedback we
received from HATAS. The fresh perspective of people outside of the organization added to
the clarity of the communications. This will hopefully allow such a worthwhile organization
to raise more money, appropriately thank their donors, and more effectively communicate
with the people they serve.

Fuature:; Doing homework with a bigger purpose than just for a grade emphasized the
importance of communications to non-profit organizations, which inspired us to help
HATAS. This gave us practice in anticipating an audience’s reaction and was a great
experience to learn how to work with a client, understand their mission, and analyze an
audience. These skills are useful with everything from e-mail to school projects, which is
why strengthening them proved worthwhile. For example, I now consider the receiver of
my e-mails more and put into practice what we learned about the “you view”, which was




critical to this project. Through improving HATAS’s communications, we simultaneously
bettered our own communication skills.




THE IMPACT OF THE MAY 2003 DIVIDEND TAX CUT
ON NYSE FIRMS

Kevin Gioia, Siena College
Dr. James P. Murtagh, Siena College

ABSTRACT

The 2003 Jobs and Growth Tax Relief Act reduced the maximum statutory personal tax rate on dividends from
38.1% to 15%. This study analyzes the dividend payment activity of all NYSE listed companies in the thirty-six
month period preceding the tax change and thirty-six months afterward. Specifically, average dividend payments,
returns, shares outstanding, trading volume and market capitalization are compared for di vidend-paying firtns
and non-dividend paying firms before and after the tax change.

INTRODUCTION

The specific factors that drive corporate payout policy have been in constant debate for a number of
decades. Further research conducted in analyzing various components that determine corporate payout policy has
only led to further debate. In theory the two ways a company will return cash to their shareholders are through the
payment of 4 dividend or a share repurchase. In this paper we analyze the specific impact that taxes on dividend
income have on pay out decisions. Specifically we look at the impact of the “Jobs and Growth Tax Relief
Reconciliation Act of 2003.” This act lowered the dividend income tax rate from 35% to 15%. By collecting
dividend announcements from CRSP and sorting them by industry we will look at the impact of this legislation from
a before and after standpoint, Data is collected from 2000-2006 in order to grasp the amount of dividend
disbursements three years before the enactment and three years after,

it is quite clear that prior to the enactment the proportion of dividends being paid out were decreasing
steadily in favor of share repurchases, Fama and Freneh (2001} outline that in 1972 66.5% of publicly traded firms
(excluding utility and financial firmns) paid dividends. By 1999 only 20.8% paid out dividends. Fama and French
(2001) scek to isolate the characteristics of firms that pay dividends in an effort to determine what drives a firm’s
payout decision. It is noted that larger and profitable firms tend to pay out dividends while firms with higher
investment levels tend to not. Fama and French (2001) outline that the decrease in dividends is directly related to
the shift in the types of firms that have never paid dividends (i.c. low earnings, small-cap, with high investment
opportunity). Interestingly enough the overall nature of smaller firms changed post 1978. One secs thal small-cap
firms prior to 1978 exhibited much higher profitability than those post 1978. Both had high growth investment
opportunities therefore making it necessary for developing firms post 1978 to retain earnings and capitalize on
strong growth opportunities, These changing characteristics coupled with a large influx of new listings logically led
to a decreasing trend in dividend payments. These characteristics had elfects on firms considering dividend
initiations and resumptions. Controlling for profitability, market-cap, and investment opportunity it is found that
post 1978 firms had a lower inclination to resume paying dividends if they had stopped, as well as initiate first time
dividend payments, Fama and French {2001) therefore outline that the overall “perceived benefits” from paying
dividends had decreascd.

DeAngelo and DeAngelo (2005) state that dividend payments are of first order inportance to a company’s
pay out decision. It was previously theorized by Miller and Modigliani (1961} that a company’s payout policy is
irrelevant and investment policy is the main determinant of the value of a company. DeAngelo and DPeAngelo
(2005) challenge this assertion and move to say that the M&M Irrelevance theorem itself is iirelevant. They
challenge the asswinption that a firm will always distribute 100% of Free Cash Flow stating that this restraint would
inake it so firms would ignore the ever important decision of payout versus retention. DeAngelo and DeAngelo
move to say that by restricting the only payout choice to 100% payout of Free-Cash Flow M&M theory would
disregard potential agency costs. It is econcluded that managers have to make choices between positive NPV projects
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in order to move the company in a way that will maximize shareholder wealth, Therefore it is impossible for a
company to payout its entire FCF, making payout policy quite relevant. With this established DeAngelo and
DeAngelo move to say that because payout policy is relevant it is safe to say that a company’s payout policy can
determine the overall attractiveness of a Stock to investors, because investors value securities only for the payouts
they expect to receive. It is even documented that while Miller was lecturing about dividend wrelevance fo a
brokerage house he was interrupted when AT&T announced its first dividend in 30 years and rose 10%
immediately.

It is later argued against the points made by DeAngelo and DeAngelo that M&M theory require that a firm
fix their payout policy at an arbitrary level; not the optimal level (Handley 2007). It is argued that a firm does not
need to disburse 100% of Free Cash Flow through dividends but instead can disburse a percentage of earnings as
dividends and use the remaining cash flow to make a stock repurchase with the aim to hold investment policy
constant. The timing of the payout can be accelerated if the company issues shares (decreasing its investment in
Zero-NPV projects) and delayed if the company repurchases shares (increasing its investment in zero-NPV
projects). Handley argues that the timing does not matter because eventually it is assumed that FCF will be fully
distributed. This therefore implies that irrelevance will hold because payout policies will result in the same result in
terms of sharcholder wealth. DeAngelo and DeAngelo reply to thesc assertions pointing out the flaws in Handley’s
arguments. Handley argues that if a firm retains cash only for an instant then they can maintaint investment policy
by quickly supplementing the disbursement with a share repurchase. However, DeAngelo and DeAngelo point out
that by doing this Handley ignores the fact that under M&M theory distributions on the same date are made
simultaneousty. Therefore a firm can cither retain all cash at the same moment or disburse cash at the same
moment; but not both. Under Handley’s arguments any retained cash invested in zero-NPV projects would violate
the M&M assumption that a firn’s investment policy must be fixed level as this would imply an increase in
investment levels. Therefore Handley’s ciaims are proven false as they are based on “prohibited” assumptions about
the M&M model and the original assertions made by DeAngelo and DeAngelo about the relevance of payout policy
hold.

Daniel, Denis, and Naveen (2008) consider that firms will manage their eamings upwards in an attempt to
inaintain dividend levels. They acknowledge the first order importance of dividend payments and believe that this
assumption is consistent with the large negative stock price reactions associated with dividend cuts. Daniel et al,
establish that reported earnings constrain dividend levels and firms do in fact actively manage earnings in order to
maintain dividend levels. Using a sample of S&P 1500 firms from 1992-2005 a few conclusions are made. They
note that dividend paying firms will increase the level of deficit with regards to their discretionary accruals (defined
at the difference between earnings hefore extraordinary items and operating cash flow) while no paying firms will
not. They also find that firms are more likely to decrease dividend payments only after they find they cannot
eliminate an earnings shortfall through discretionary accruals. Because a firm manages its levels of earnings
towards dividends they then must consider dividends to be as important as other risks in carnings management (i.e.
increased taxes, cost of capital), This therefore indircctly show that because the levels of dividends are of such high
importance to eamings management they become extremely relevant and of first order importance to managers.

Blouin, Raedy, and Shackleford (2003} outline the impact of the tax cut on a sample of 1,463 regular
dividend paying companies. The study tested three hypotheses; Increases in dividend payments following the 2003
Act were increasing in the percentage of payer’s stock held by individual investors, firms increased their special
dividends following the 2003 Act, and firms decreased their share repurchases following the 2003 act. Blouin et al,
find evidence that showed an increase in regular and special dividends and a decrease in share repurchases. In the
six months following enactment regular dividends increase $3.8 billion and special dividends $1.2 billion, It was
also found that share repurchases decreased 25% in the final seven months of 2003 relative to the same period in
2002. Although these conclusions are compelling it is important to acknowledge that in 2003 the economy was
expanding. Furthermore, because the tax reduction would impact only individual shareholders (not institutional)
there would have logically been a major increase in dividend disbursements by companies whose majority
shareholders were non-institutional, There was no evidence to support this logic outlining the major caveat of the
research.

It is documented in Chetty and Saez (2005) that after the enactment of the tax reform relative to 2002-Q4
aggregate dividends disbursements increased 20%. Likewise the anthors observe that the number of dividend
initiations rose from 4,9% to 29% post-enactment. However they also outline that it would be difficult to conclude
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these changes could only be attributed to the tax cut as they simply look at raw dividend announcements. They
dismiss the hypothesis that recent accounting fraud had played a deciding role in unconfident investors demanding
steady value from the institutions in which they were invested, They consider that the reform only impacted
dividends that were distributed to shareholders through non-tax favored accounts. By isolating a subset of
institutional investors who would not be affected by the tax decrease (pension funds, insurance companies, non-
profits) and comparing them to institutional investors that would be affected they were able to shed further light on
the impact of the tax reduction. 1t was found that institutions that were unaffected by the tax cut did not change the
initiation rate of dividend payments, whereas the initiation rate of those affected quintupled. The overall conclusion
suggested that the tax reform played a substantial role in the increase in dividend initiations.

The strength of this conclusion is later qualified by Brav, Graham, Harvey, and Michaely (2008). They
consider that the tax decrease was only applicable to retail investors who are usually not considered to be first order
importance in developing a payout scheme. The assertion is made that if retail investors are of secondary
importance in developing pay-out policy then tax levels that impact these investors would fogically be of second-
order importance. It was first acknowledged that the levels of dividend disbursements decreased following the
initial surge in the final half of 2003, However, through 2006 these levels fluctuated displaying little if any trend.
Thus, Brav et al. offered a survey to 7,000 institutional pay-out decision makers that polled them on the factors they
found to be most important in developing their payout policy. They considered hoth private and public firms and
then divided each class into first time dividend initiators versus long-term historic dividend payers. The results
followed that for publicly traded initiators their stability of cash flows, cash on balance sheet, ahility to attract
institutional investors and investment opportunities, all held higher importance in their payout decision than the tax
rate on dividends. Privately held companies reported the same results, excluding the ability to attract institutional
investors. Publicly held firms that had a long tradition of paying dividends reported that their stability of cash
flows, tradition of paying dividends, cash on balance sheet, investment opportunities, ability to attract institutional
investors, ability to attract retail investors, and signal of strength were all of greater importance than the tax rate.
For privately held companies with histories of paying dividends the stability of cash flows, tradition of paying
dividends, and cash on the balance sheet, were all considered of greater importance than the tax rate.

Based on the conclusions hy Brav ct al. {2008) that for each type of company there were a series of
considerations of greater importance than the tax rate, the findings of Chetty and Saez seem less conclusive.
Although Brav ct al. agree that the tax rate dectease led to an initial increase in dividend disbursements the trend did
not hold or continue in any meaningful way. It is therefore the point of this paper to continue the analysis on the
effect of the 2003 dividend tax cut in order to shed light on the relevance of tax rates to corporate payout policy. By
analyzing the data from CRSP three years before the enactment and three years after, we will be able to analyze any
trends or lack thereof, providing further insight into this question,

HYPOTHESIS DEVELOPEMENT
Hypothesis 1: Dividend-paying firms will increase average dividend payments after the tax cut,

Hypothesis 2: Dividend payment increases the attractiveness of a firm’s shares to investors. Average trading volume
for dividend paying firms will increase after the tax cut.

Hypothesis 3: Payout decisions are influenced by industry specific factors.
3a. Average dividend increases will vary by industry.
3b. Average increases in trading volume will vary by industry.
SAMPLE

The sample selcction is designed to identify patterns in dividend payments before and after Congressional
passage of the bill on May 23, 2003. The initial sample contzins monthly dividend data from all NYSE firms (3766}
in the Center for Research in Security Prices (CRSP) database. To exclude non-corporate disiributions on common
stock, the dataset was further restricted to firms with a CRSP share code of 11 (Blouin et al 2004). To compare
dividend payouts before and after the regulatory change, the data was collected for a 36 month period before and
afer bill passage. The pre-cut period includes May 1, 2000 through April 30, 2003. The post-cut period covers May
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t, 2003 through April 30, 2006, The data anabyzed includes dividend payments, returiis on ineome, returns without
dividends, shares outstanding, average monthly trading volume, market capitalization, stock price and associated
index returns. Deseriptive statistics are shown in Tabie 1. Table 2 shows the differences between the means for
dividend-paying and non-paying stocks before and after the tax cut. Indushy results are shown in Table 3.

RESULTS

The statistics shown fn Table I describe the characteristics of the foll sample tested. On average, dividend
paying firms have nearly twice the market capitalization of the non-paying firms, This size difference is evident in
both time period subsamples. Additionally, dividend paying firms have, on average, higher steck prices and maore
shares outstanding than the non-paying firms. Also, dividend paying firms exhibit slightly higher average trading
volume before and after the dividend tax cut. These results are consisient with previous Hteratore indicating that
dividend-paying firms tend to be larger, more wature firms in mature industries,

Panel A: NYSE Reporting Companies {exciuding Financial and Utilities)

Qur first sample consisied of NYSE traded companies that both paid and did not pay divideads over the
course of the six year test period. Consistent with Chetty and Saez {2005} we initially excluded conipanies that were
clussified within the Financial or Utilities sector. We analyze the differences between means three years before the
tax cut and three years afler the tox cut Tor dividend amount, share price, shares onfstanding, market capitalization,
trading vohune, vetorns on income, and returns without dividends. As a measure of comparison fo the overall
market, we show the average returns on S&P 500 firms in the sample (exchuding dividends).

Cur results show that here was in fact an increase in the avernge dividend payment as well as stock price
for NYSE reporting companies, Over the course of the six year period we note an increase in dividend amount as
welt as stock price. We see that the average dividend amount grew from $.147 t0 $.179 marking 4 nofed increase of
$.032 per share {H i), For firms that did not pay dividends during the period we note an average increase in stock
price of $6.26, Companies who paid dividends saw a greater increase in average steck price ($7.041) compared
with non dividend paying firms respectively, These resuiis were concluded at the 1% level of significance.

It was also found in Panei A that the average amount of shares outstanding increased {or noa dividend
paying firms by 26.3 million. There was also an inerease in market capitalization of $762.279 miflion. These results
were found at the 1% level of significance. There was an increased in dividend paying firms of 8.519 miliion shares
outstanding, We also note an increase in market capitalization of $355.433 million, however these results were nof
Tound to be statistically significant. At the 1% level of significance there was an increase in average frading volume
over the six year period. Non dividend paying {irms noted an increase of 58.291 million, while dividend paying
firms increased 53,054 miliion,

For companies that did not pay dividends throughout the period they saw an increase in average returns on
income of 0.56% as well as in returns without dividends of 0.23%. These results however were not found <o be
statistically significant. For dividend paying cormnpanies there was a noted decrease in returiss on incomne of -2.66%
as well as a decreasc in returns without dividends of -1.21%. However these differences were not found to be
statisticaily significant, From the sample companies on the S&P 500 that did not pay dividends displayed an
increase in gapital gains of 2.1 1%. Those who did pay dividends experienced an increase in capital gains of 2.42%,
Both these results were found at the 1% significance level.

Fanet B: NYSE Reporting Companies {(Including Financial and Uiilities)

Pane] B considers the same variables along the same time frame as Panel A, Fanet B does however include
Financial and Ltilities companies in the sampie, As a resnlt there are some differences between the results of the
two panels.,

Far firms that issved dividends there was an increase in average dividend payinent of $.019. Thig result is
sipnificant at the 1% test level {(H1). For firms who did not pay dividends there was an increase in average stock
price of $92.88, These results were not found to be statistically significant. Dividend paying firms saw an averoge
incrense in stock price of $4.77. These results were found sigaificant at the | % test level.
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We noted that average shares outstanding for non dividend paying firms increased 30.354 million. These
results were significant at the 1% level. The amount of average shares outstanding for dividend paying firms
increased 39.712 million, which was found significant at the 1% level. For firms who did not pay dividend thcre was
an increase in average market capitalization of $1.808 billion, Firms who paid a dividend over the period saw an
average increase in market capitalization of $1.944 billion. Both of these results tested significant at the 1% level.
For firms who did not pay a dividend there was an increase in average trading volume of 33,664 million at the 1%
level of significance, Firms paying dividends noted an increased average trading volume of 37.765 million at the
1% level of significance.

For firms who did not pay out dividends in the period there was an increase in returns on income of 1.78%.
This was not found to be statistically significant. For firms that did pay dividends there an increase in average
returns on income of 10.74%. This difference was found to be significant at the 10% level. For firms that did not
pay dividends the return excluding dividends was found to increase 2.69%. This was not found to be statistically
significant. Firms that did pay dividends noted an increase in returns excluding dividends of 11.53%. This was
found significant at the 10% level, Firms that did not pay dividends on the S&P 500 noted a capital gains increase
of 2.06%. Firms that did pay dividends on the S&P 500 experienced an increase in average capital gains of 2.44%.

INDUSTRY RESULTS

Industry results for forty major industry groups are shown in Table 3, panels A through G, Panel A shows
the differences between the means for the average dividend amount before and after the tax cut. Of the forty industry
groups evaluated, 23 showed a positive and statistically significant increase in average dividend amount. In contrast,
three industries {Electric-gas-water, personal services and motion pictures) show a statistically significant decrease
in average dividend paid. With respect to share price, nearly all industry showed an increase in stock price for
dividend paying firms (35 industries, 24 significant}. Average trading volume also increase for dividend paying
firms after the tax cuf in 35 of the 40 indusiries tested.

CONCLUSIONS

The “Jobs and Growth Tax Relief Reconciliation Act of 2003 reduced the dividend income tax rate from
35% to 15%. Previous research on corporate payout policy indicates that the dividend payment decision is
influenced by both managerial and industry considerations. The present study evaluates some of the characteristics
of dividend paying and non-paying firms before and after the May 2003 dividend tax cut and assesses the
differences in means before and after the regulatory change, As expected, average dividends for financial and non-
financial firms increase after the tax change (H1). Additionally, average trading volume increases for dividend
paying firms after the tax cut (H2), consistent with the hypothesis that the change in tax rates on dividend would be
these shares more appealing to investors. Finally, whilc these results are shown to be consistent across major
industry groups, differences in actual industry results support the hypothesis that industry factors are influential in
the payout decision. Opportunities for further research include specific controls for macroeconornic factors, firm
size and statistical assessment of the differcnces between the means across samnples {(paying vs nonpaying firms).
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TABLE 1: Descriptiva statistics

Panel A1: Nonfinancial Firms, before the tax cut {May 2000 - April 2003)
FIRMS NOT PAYING A DIVIDEND

DIVIDEND PAYING FIRMS

Standard Standard

Variable N Mean Devlation Median N Mean Deviation Modian
Dividend amount 36472 § - 0.00 000 6707 $ 0.147 0.24 0.11
Share price 36472 § 23.26 23.68 19.12] 6707 $ 30.98 31.01 26.37
Shares oulstanding 36472 166,122 494363.98 4188900 6707 248,709 711591.31 54193.00
Capitalization 36472 5004796  20587968.27° 76581375 6707 9,793,360 3158506496  1424387.88
Average Volume 36472 166,269 469233.96 39159.00| 6707 205,353 47203768 53701,00
Returns on incame 36472 -27.958% 430 00| 6707 -2.399% 140 0.00
Retums withoul dividends 36472 -27.459% 4.30 0.00; 6707 -2.697% 140 0.00
SP500 index retuns wilhout dividends 36472 -1 H1% 005 00§ 6707 -1.279% 005 0.02
Panel AZ: Nonfinancial Firms, after the tax cut (May 2003 - April 2006}

FIRMS NOT PAYING A DIVIDEND DIVIDEND PAYING FIRMS

Standard Standard
Variable N Mean Deviation Median N Mean Deviation Median
Dividend amount 33728 0.00| 7089 § 0,179 0.52 012
Share price 33728 $ 2952 2924 2505 7089 % 38.02 3847 33.05
Shares outstanding 33728 182422 555013.04 51629.50| 7089 257,227 742861.99 63485.00
Capitalization 33728 5767075 2000361468 128794545; 7088 10,448,792 2936452919 2115579.22
Average Volume 33728 224,560 58070649 78633.50{ 7089 258,406 529489.20 89027.00
Returns onincome 33728 -27.396% 4.24 0.00| 7089 -5.057% 192 0.00
Retums without dividends 33728 -25.157% 4,28 0.02| 7089 -3.808% 1.92 001
SP500 index returns withoutdividends 33728 0.996% 0.02 0.01| 7089 1.143% 0.02 0.01
All variables are normally distributed using Jarque-Bera
TABLE 1: Descriptive stafistics (continued)
Panel B1: Financial Firms, before the tax cut {May 2000 - April 2003)
FIRMS NOT PAYING A DIVIDEND DIVIDEND PAYING FIRMS
Standard Standard
Varlable N Mean Deviation Median N Mean Deviation Median
Dividend amount 9540 C.00| 3062 0.24 c.18 0.22
Share price 9540 § 20564 4196.64 26,19 3052 3455 2193 30.48
Shares oulstanding 9540 176,179 383783.90, 61847.00| 3052 219138.10 453494,13 79975.50
Capitaiizalion 9540 5942440  19310564.31. 161353347| 3052 896073024 2214128672 2267742.08
Average Volume 9540 165,081 33928821  46837.00; 3052 183983.91 353927.05 B4765.,00
Retumns on income 9540  -31.824% 467 0.00| 3052 0,14 316 001
Returns wilhout dividends 9540  -30.916% 457 0.01| 3052 -0.14 3.16 0.00
SP500 index retums without dividends 9540 -1075% 0.05 -0.01] 3052 -0.01 0.05 -0.02
Panel B2: Financial Firms, after the tax cut {May 2003 - April 2008)
FIRMS NOT PAYING ADIVIDEND DIVIDEND PAYING FIRMS
Standard Standard

Variable N Mean Deviation Median N Mean Deviation Median
Dividend amount 9008 $ - 0.00 000 3037 $ 0255 0728 022
Share price 9008 § 38853 5384,04 31068 3037 § 39.33 25.36 3483
Shares ouistanding 9008 206,533 443113,64 76365.50] 3037 258,850 536472.78 93980.00
Capilalization g008 8,750,453  21980868.09 237530100 3037 10,913,955 25285260.53  3070500.48
Average Volume 9008 198,745 354169.51 76099.00( 3037 221,749 384686.82 91034.00
Retuns onincome 9008  -30.040% 444 0.00| 3037 -3617% 1.69 0.01
Relurns without dividends 9008  -28.227% 444 0.01] 3037 -2.955% 1.69 0.01
SP500 index retums withoutdividends 9008 0.982% 0.02 0.01}] 3037 1.136% 0.02 0.01

All variable s are normaily distributed using Jarque-Bera
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TABLE 2: Differences Between Means for Nonfinanciat and Financial Firms
NON FINANCIAL FIRMS

FIRMS NOT PAYING A DIVIDEND BIYIDEND PAYING FIRMS
Difference Difference
Bafore Atter Atfter - Bafore Afler Afler -
Variable N _ Mean N Mean Befora N Mean N Mean Bofore
Dividend amount 36472 33728 6707 & 0147 7089 % 0479 $ 0032 ¢
Share Price 36472 5 23260 33728 § 29522 % 6.262 ** 6707 $ 30983 7089 § 38024 5 vl ¢
Shares outslanding 6472 156,122 33728 182422 26300 *** 6707 248,709 7089 257,227 8519
Capilaliration B472  5004,796 33728 BTETOTS 762,279 ** 6707 9,793,360 7085 10,148,792 355433
Average Volume 36472 166,269 23728 224,560 58,291 = 6707 205,353  708% 258,406 53,054 ***
Retums onincome 5412 2T96% 33728 -2740% 0.96% 6707 -240% 7089 -506% -2.66%
Relums without dividends 36472 -2746% 3W7728  -25.16% 2.30% 6707 -260% 7089 -381% A121%
SP500 index retums wilhoul dividends 36472 -1.$1% 33728 1.00% 211% 6707 <1,28% 7089 1.44% 242% *+*

FINANGIALS FIRMS, INCLUDING UTILITIES

FIRMS NOT PAYING A DIVIDEND DIVIDEND PAYING FIRMS
Difference Difference

Bofore Atlor After - Bofore After After -
Variable N Mean N Mean Before N Mean N Mean Before
Dividend amount 9540 9008 3052 $ 0235 3037 § 0255 § 0019
Share Price 9540 $295643 9008 $388525 § 92882 3052 § 34556 3037 0§ 3033 § 4776 ¢
Shares outslanding 9540 176,179 9008 206,533 30,354 3062 219,138 3037 258,850, 39742
Capitalization ) 9540 6,942,440: 9008 * 8750453 1,808,013 ** 3062 8,969,739 3037 10,913,955 1,944,216 **
Average Volume 9540 : 465,081, 9008 :  198,745: 33,664 3052 183984, 3037 221,749 37,765 ***
Retums onincome 9540 -31.82% 9008  -30.04% 1.78% 3052 -14,36% 3037 -362%  10.74% *
Relums wilhout dividends 9540  -30.92% 9008 @ -28.23% 265% 3052 -1448% 3037 -256%  1153%°
SP500 index relums wilhout dividends 9540 -1.07% 9008 0.98% 2.06% 3062 -1.31% 3037 1.14% 2.44% ***

1%, 5%, 10%
significance of Lvalues based on pooled melhed, equal variances verified wilh F-test (ot shown)
TABLE 3; Differences Between Means by Major Industry Group

Panal A: Dividend amount FIRMS NOT PAYING ADIVIDEND DIVIDEND PAYING FIRMS

Major industry group N Before N After  ARar-Before N Before N ARer AHer-Heforo
Agriculure 96 80 %8 % 0076 18 % G113 § 0p37
Mining 549 487 124 $ 0274 166 5 0246 § {0.028}
0il, Gas & Pefroleum 2612 2418 515 $ 0.194 505 & 0242 § 0.048
Construgtion 773 806 i 3 0.059 192 § 0.i67 % 0,108 *
Food and kindred spririls 1288 1160 81 % 0.168 384 § DA77 % 0.009
Toebacco products 96 95 48 § 0.584 48 % 0665 & 011%™
Apparel & lextiles 731 510 108 § 0.144 110 § 0114 3 {0.03%)
Wood, fumiture & fixtures 551 480 173§ 0122 171 § 0178 3% p.055
Papor products 853 7T 249 § 0232 238 % 0221 8§ (©.011)
Printing & publishing 1292 118 410 3 0480 401 $ 0207 § 0027
Chemicals 172 1086 407 § 0149 335 3§ 0169 $ op20
Drugs B804 909 168 $§  0.165 167 § 0176 § 0.010
Soaps & cosmalics 30 253 143 % 0156 g5 5 0198 § 043 "
Rubbar 496 471 163 § 0144 150 5 0473 § 0023
Leather 237 229 36 § 0,084 36 5 0074 § 0010 ¢
Stone, clay, glass, concrete 457 304 167 §  0.938 138 § 0218 § 0079 *
Metal producls & machinery 3883 3376 842 § 0145 776 § 0194 § 0049 **
Compulers & slecbonics 3144 2803 401 $ 01432 360§ 0147 5 0015
Transportalion, aerospace, aircrak 1448 1328 42 § 0470 368 § 0160 % {0.0%1)
Measuring, medical, pholo, misc mfg 2005 1957 272 % 0.168 3338 0157 % {0.008}
Tranpentatian, shipping incl air 802 872 151 § 0418 132 8 0438 § o024 -
Telecommynicaiions, Incl radiofty 1221 1172 92 § 04125 158 $ 0303 § [*NT{: I
Elactric, gas, waler' 2891 2477 10718 § 0337 971§ 0325 § ooz
Whaolesale tade -durable and nend 1790 1841 354§ 0401 393 % 0122 8 0031 **
Relail kade 3592 3306 470 § 0.082 615. 8 0128 % 0944
Commercial banks, SLs® 2480 2118 966 § 0214 10083 0251 § 0037 **
Real eslate. morigage barkers,brol 532 415 7§ 04 828 0213 § 0.069
Investmentbanks, deaiers, exchang: 1040 963 257 § 0108 264 § 0174 $ 0085 =
Insurance companies* 2438 ] 2507 651 § 0158° 669 § 0.198 § 0039
Office and Hidg,nolbank™ 298 138 28 § 0.235 33 % 0210 § {0.025}
Hotels & casinos 564 388 46 $ 0052 66 $ 0202 % 0350
Persoral services 261 269 41 5 0167 61 $ 009 § ©.061) ™
Adverising & business services 3077 3166 . 286 § 0081 406 $ 0422 § 0041 ™
Prepackagod sofware 221 228 10§ 0038 17 % 0451 § 0113 **
Rapairsarvices 147 135 26 § 0078 24 5§ 0085 § 0.008
Amusement & recrealion services 574 497 9§  0.089 774 0138 § 0083 ™
Heallh sarvices 832 B20 21 § 0022 64 $ 0098 3§ 0075
tegal, educaton, soclai & mis¢ seryi 159 245 18 § 0049 3 $ 0883 % 08314 *
Molion piclre producton & dist. 141 132 4§ 0088 12§ 0077 & {0.008) ***
Public administation 18 24 63 § 0074 54§ 0121 3 0,047

significance: *'* 1%, ** 5%, * 10%
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TABLE 3: DIfferances Between Means by Major industry Graup (continued)
FIRMS NOT PAYING A DIVIDEND

Panel C: Shares outstanding

DEVIDEND PAYING FIRMS

Major Industry group N Before N Altar Aler-Befora N Bafore N After Aftar-Before
Agiiculure 95 30,079 90 29,320 -159 18 44,261 18 33,034 5227
Mining 549 56,260 487 80,214 23954 = 124 46,642 186 65312 18669 **
O, Gas & Pelreleun 2612 138,704 2418 178,532 39,738 516 279968 505 347,242 67277
Constction 773 37602 906 63,745 16,143 ** 1M 44,664 192 63,988 19,324 ***
Faod and kindred sprrils 1288 231861 1160 252,090 20,229 381 3588686 384 349,553 -8.335
Tobageo preducls 96 458,365 ;1] 595,696 137,31 48 480,345 48 596,064 116,719
Apparel & lextles 731 40,771 5%0 51,665 10,893 ** 105 Myig 10 55,711 16972 "
Wood, fumilye B fixturos 551 54,173 480 8838 218 173 66,210 571 99,743 33,533
Paper producls 858 93,160 77! 109,106 9,946 249 125280 233 121,789 =349
Prinling & publishing 1292 §7,707 1138 111,273 53566 *** 470 65,210 401 95,450 30,240 '
Chemicals 1172 137470 1086 147,009 9,540 407 78385 335 169,790 15,406
Drugs 804 644,407 908 668,028 23.821 168 1,314,041 167 1487943 183,872
Soaps & cosmelics 340 200617 253 398,808 196,191 ** 143 233005 a5 479,567 246,563
Rubbar 496 49304 471 63,244 13,640 163 52,230 150 51484 8245
Lealher 237 o622 229 69424 33,002 36 13,535 36 M.224 690
Slone, ciay, gfass, concrale 457 BE,091 304 47,782 -38,308 *** 167 72428 136 47,806 24621
Melai products & machinery 3883 57,826 3376 78.191 20,368 Y 842 90,580 776 91910 1,329
Compulers & eleclranics 3114 286,330 2803 400,315 113985 ** 401 626016 360 TI5.775 148,759
Transpoerafon, asrospace, alrcrafl 1448 147,935 1328 153,636 5601 342 245239 369 236,931 -8,308
Measuring, medical, pholy, misc mig 2005 95602 1957 126,644 28,042 *= 272 154,733, 333 172,727 17,994
Tranporiaton, shipping incl air 8O2 81920 872 90,328 8,407 151 135486 132 190,847 55,360 ***
Telecommunications, incl radioftv 1229 603,820 1172 619,423 -60497 ™ 92 1,388,922 168 681,827 -708,095
Eleclic, gas, waler® 2691 140369 2477 168,120 27,751 1079 115448 o7 163,144 3696
Wholesaie rade -durabie and nong 1790 69,796 15417 81,957 12,160 *** 354 119928 393 118259 -1,569
Relait rade 3692 172,933 3306 184,340 11407 470 377203 615 310,894 -86,309
Commarcial banks, Sis* 2480 301,900 2418 380,421 o 5a521 966 360,133 1008 424485 64,352 **
Real estale, morigage bankers, brob 592 39657, 415 99,482, 59,825 *** 71 73,731' 2. 187917 114,185 =
Invesimonthanks, dealers, exchang: 1040 209743 963 161,098 48,645 * 257 361,129. 264 248,74 -114336 =
Insurance companies® 2439 117,328 2597 440,090 22764 ™ 651 143,262 669 182,34 32112
Office and Ridg, nai bank* 268 86,051 138 89,048 B 28 179,686 33 163,971 -25,715
Hotels & casinos 564 20531 308 116,462 25531 48 176,935 66 143429 33,505
Personai services 261 193510 259 118,235 -75276 *** 41 52328 61 84,027 31701
Advenlising & business sefvices 3077 133835 3106 102,566 -31.368 "' 286 204277 406 142916 61,361 '
Prepackagod seftware 221, 178431 228 196,907 18,476 10 360,821 17 299,991 60,630
Repair services 147 32693 135 31,740 953 28 47,247 24 49.788 2,542
Amusement & recrealion services 574 107,841 497 183412 75,571 *** 19 228257 77 131,668 -86,590
Healhservices 832 113388 820 142,183 28,795 *** 21 360,948 654 224517 -136432 **
Lagal, education, social & misc servi 159 34,148 246 35,790 2,543
Moton piclure production & dist, 41 340946 132 895,151 654,208 *** 18 343,646 30 512,005 168,359
Public adminiskation 8 6,136 24 8,562 2,426 " a 6,135 12 8468 2,333
slgnificance: *** 1%, ** 5%, * 10%

TABLE 3: Differonces Between Moans by Major Indusfry Group (conlinuad)
Panel B: Shavre price FIRMS NOT PAYING A DIVIDEND DWIDEND PAYING FIRMS

Major Indusiry group N Belore N After Afer-Bofore N Befere N Aftar Ater-Bofora
Agriculture 96 3 2076 90 % 3002 § 9.26 18§ 2397 18 % 2477 § 0.80
Mining 549 § 5233 487 § 2653 § 1421 = 124 § 659 156 § 3504 $ 1974
Oil, Gas & Petoleum 2612 § 2397 2418 § 3448 § 1081 = 515 § 61 506 8 4473 % 1042
Conslruction 773§ 2421 906 § 4208 3 1787 " 14§ 374 492 § 5262 % 2188 ™
Food and kindred spririls 1208 3 2850 4160 § 2039 § 189 * 381 § 3462 384 § 3349 8 (1.12)

T ebageo products 99 § 3983 96 5 4696 § 743 48 % 3801 43 § 4688 § aga ¢
Apparel & lextilas T3S 1535 510% 747§ 1292 ** 05 & 21796 110 5 3475 3 13.00 **
Wood, lumilure & fixtures 551 % 18.85 48C § 3074 % 1189 73 3 2492, 171 8 3550 1058 ***
Paper producls 856 $ 25.36 TS 2722 % 187 ¢ 249 § 3522 238 % 3BLH § 038
Printing & pubkshing 4292 § 3510 1118 $ 4663 3 154 410 $ 4813 401§ 5912 § 10.98
Chemicals 1172 § 2199 1086 5 2810 % 611 ** 407 § 2584 336 § 0241 § 647 '
Crugs 84 § 4231 99 5 3434 § (a7 = 188 % 46.54 187 % 3955 § (5.99)
Soaps & cosmelics M0 3555 253 8 3855 % 300 * M3 §  40.11 95 § 4527 § 516 *
Rubbar 496 § 2363 471 5 3179 § a15 ' 163§ 2478 150 § 3397 % g18 '
Laather 237 § 18438 229 § 26501 % 684 36 § 1336 36§ 2357 § 022 **
Stona, clay, glass, concrele 457 § 27.87 304 § 4594 § 18.07 ** 167 § 3660 136 § 4753 § 1093 **
Matal products & machinery 3883 % 2140 3376 $§ 3146 § 1005 842 § 25.68 776 § 3902 § 1335
Computers & elechonics 3114 § 2138 2803 $ 2284 § 168 " 401§ 342 360§ 316 5 574
Transporlation, aerospace, alrrafl 1448 § 2589 1320 § 3194 § 585 "' 342 § 3688 369 § 3946 % 228
Meastring, medicat, phote, mise mfy 2006 § 2703 1957 & 3232 § 53¢ *** 272 § 354t 333 % 3941 5§ 4,00
Trenportaton, shipping incl air 802§ 2122 872§ 2741 . % B.1g% “* 16t § 2848 132 3 4385 § 1547
Telecommunications,inclradiofty 1221 § 2433 1172 § 2067 § {3.86) ** 92§ Z7y4 158 % 2684 § {0.90)
Elactic, pas, water” 269t § 2757 2471 % 2097 % 241 1078 % 30.08 a7t & 3354 % 389 '
Wholesals lade -durable and nond 1790 5 1866 1541 & 2678 $ gpg " 354 % 2702 393 % 3551 § 849
Retail rade 3592 § 2054 3305 § 2671 § 617 " 470 % 23.23 615 % 3120 § 797 **
Commercial banks, SLs* 2480 $ 3050 2418 5 3647 § 597 ' 986 % 3697 1008 $ 3988 % 291
Roalestate, morigage bankers,brot 592 $ 1875 415 § 2646 $ g7z 71 % 3081 92 § 3757 % 676
Investmenl banks, dealers,exchang: 1040 § 3016 963 § 4163 § 1147 - 267 §  39.21 2684 § 5441 % 1520 **
Insurance companias* 2439 % 107585 2697 $ 126403 § 188.18 651 $ 3687 669 § 40 $ 407
Offica and Hidg, mot bank* 208 § 1797 138§ 2659 § g2 28 % 3JTH 338 3288 % (4.82)
Holefs & casinos 564 § 14.32 388 % 2491 § 1089 ** 48 % 2018 66 % 3187 % 168
Parsenal servites 261 3 1463 259 § 2266 § §.03 41 $ 2802 61 & 2985 3§ 383
Adverlising & business services 3077 $ 2394 3106 § 2609 % 206 ' 286 $ 3148 406 $ 3214 % 066
Pwepackagad softwars 221 % 1875 228 8§ 2195 % 520 10§ 2698 78 307§ 408
Repairservices 147§ 17.43 135 § 2342 % 599 28 § 2255 24§ 2677 % 422
Amusemen| & recraation services 574 8§ 1504 497 $ 2212 % 67 ™ 9% 11e2 778 2824 % 641
Health services 832 § 2881 8720 § 3283 § 4902 **

Legal, education, social & misc servi 159 § 18.81 245 % 2684 & 8oz ' 215 3919 64 3 4320 % 4.02
Motion picture producton & disl. 141§ 16.70 132§ 1639 & 0.31) 18 % 2891 30 % 1600 § (12.82) **
Public administration 8 % 1340 4% 1459 % i 8% 13 12 § 1427 % 073

significance: “** 1%, ** §%, * 10%
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TABLE 3: Dlfferences Betwsen Means by Major [ndustry Greup (continued)

Panel D: Capitalizallon FIRMS NOT PAYING A DIVIDEND DIVEDEND PAYING FIRMS
Major indusiry group N Bolore N After After-Before N Before N Alter After-Before

Agriculuie 95 628,023 80 793,221 165,197 ** 48 1092525 18 965,631 126,694
Mining 549 BG7,200 467 1785904 1218704 ** 124 687452 156 2,637,520 + 850,068 ***
Qil, Gas & Patroicum 2612 5,349,120 2418 8,378,120 3,030,000 ** 515 13,1006i5 505 17.717.81B 4,617,304
Conslruction 773 B47846  OD6 2,122,544 1,274 898 *** 134 1,2810B5 192 3,071,823 1,799,738 ***
Food and kindred sprils 1280 8305185 1160 9271373 965,189 381 13378,101 384 13,474,163 203,938
Tobaceo products 96 20,720,022 96 34,204,863 13544841 ** 48 20,826,763 48 34409448 13,562,684
Apperel & texlles 731 808,080 5310 1,590,386 762,308 105 1,024374 110 2,100,396 1,076,022 ***
wood, umiure & fixtures 55% 1,238,873 4RO 3,257,107 2018234 = 173 1763745 171 3865005 2,414,269
Paper produgls 88B  4,i34263 779 383,107 303,156, 249 8559792 238 5554,101 1,006,680
Printing & publishing 1202 1,883,828 1118 3,143,346 1259518 410 268272 401 3,630,106 947,385
Chemicals 1172 4420809 3086 5350350 920441 407 6146574 336 7797944 1651340 *
Drugs 804 31,368,534 909 25,800,839 -5567.695 " 168 66,050453 167 55542652 -10,517.806
Soaps & cosmelics 340 11,822,060 253 20593610 8770,750 ™ 143 13,996,707 g5 27095643 13,096938 **
Rubber 495 1,286,976 471 1,597,907 710931 " 163 1426849 160 2,351,395 924,446
Laalher 237 630,952 229 2,060,162 429210 ** 36 411,163 36 721,508 10352
‘Stone, clay, glass, concrele 487 2545920 304 2318243 -226 877 167 3357186 336 2379788 977,398
Melal products & machinery 3083 1634B3 3376 282,795 1,169,312 **  B42 2936623 776 4239433 1,302,811 **
Compulers & elacronics 3114 8679404 2603 8932539 254,135 401 23877397 360 26157612 2280214
Transpenation, aeraspace, aicrall 1448  4,802732 1329 5405277 602,545 342 9060420 169 B9I6ET6 -143,744
Maasuring, medical, photo, miscmfg 2005 3.312912 1957 4,863,144 1650232 ™ 272 6045389 333 7,566,355 1.520.966
Tranpartation, shipping incl air 302 2470081 B?2 3656478 1386397 ** 151 4445349 132 104232,28% 5,076,936
Telacammunicalicons, incl radio/tv 1224 14,605,189 1172 §4556911 -5,149278 *** 92 44822612 158 19984310  -24838.302 ™
Electric, gas. waler* 2691 2868032 2477 4700538 832,506 * 1079 3741971 971 6,185550 1443579 '
Wholesale rade -durable and nond 1790 2234481 1841 2825317 BS0,A36 *** 354 4486605 393 4944459 477 B55
Relait rads 3592 5360,314 3308 6154812 786498 470 §3767480 616 11,852,179 -1.855.302
Commarcial banks, SLs* 2480 11960,608 2418 15016,564 3055957 ** 966 14,536,348 1008 18.077.519 3,541,770 **
Raal aslals, marigage bankers.brol 532 902290 415 2,836.159 4932869 74 2438254 g2 6,636,603 3,098,349 ***
Investment banks, dealars, exchang: 1040 B,71073 963 7413562 -1,287,172 257 16841757 264 12,356,340 -4.485417
Insurance companies* 2439 6,481,154 2697 8485456 2,004,302 *= 851 7,040,188 669 8,764,227 1,724,039
Offica and Hidg, noibank* 298 2546460 138 3,755,178 1,208,719 * 28 7547689 33 7,686,834 +39,145
Holels & casinos 564 15632677 388  3,552.76% 2020084 *** 48 3,735941 66 4539761 803,819
Personal services 261 2953717 269 2.609.974 343,793 41 2033983 61 2,447,932 413,969
Advertsing & business services 077 3897609 3106 2,726,188 R vy B 286 6,706,722 406 4977742 -1,728,980 **
Prepackaged sofiware 224 3612456 228 4,362,495 750,040 * 10 10249511 47 8,408,770 -1,840,741
Repair services 147 696741 136 879,825 284,084 " 28 1073253 24 1496860 423607 **
Amusament & recrealon semvices 574 2015731 497 4593637 2577906 " 19 4143120 77 4230227 87,106
Hoalth services 832 1701673 820 5475613 1774041 21 15719990 04 70,080214 5859776 **
Lagal, education, soctal & misc servi 159 760,128 245 1,067,222 297,084

Motion picture produciion & dist, 141 11,596,017 132 15,197,816 3,601,799 18 19,019,872 30 8895711 -10,124,16%
Publls administration 18 82,187 24 124,120 41934 = 8 83,032 12 119,040 35,908 ***

significance: *** 1%, ** 5%, * 10%
TABLE 3: Dlfferences Between Means by Major Indusiry Group {conlinuad}

Panel E: Average velume FIRMS NOT PAYING A DIVIDEND DIVIDEND PAYING FIRMS

Major Induslry group N Befara N Afler  AHor-Befora N Bafore N After After-Be fora
Agricuiture 96 29619 20 39,275 9656 18 39,776 18 62,742 229668 **
Mining 549 64,005 487 208,35% 140,346 *** 124 42938 166 186,766 122,830 ***
Qil, Gas & Peiolevm 2812 167,275 2418 244,044 86,769 516 227,995 503 416,216 188,221 ***
Canstucion 773 60230 906 140,113 79,883 = 1 85,04 192 172,130 87,148 **
Food and kindred spririls 1288 446566 1160 174,046 27481.* 381 212860 384 232.244 19,384
Tobageo products 96 362,043 96 461,786 99,743 48 437,961 48 508,899 70,916
Apparal & laxtiles 731 40519 510 58,466 27848 105 33,684 10 11,303 43,619 ™
wood, mituro & fixtures 551 850071 480 131,890 70883 173 66681 171 134.816 68,135 **
Paper producis 858 89,558 171 407,183 17,634 249 112654 238 124972 12,318
Prinfng & publishing 1292 43366 1118 99,807 56441 ' 410 47291 404 89,049 41808
Chemicais 1172 120596 1086 158,217 37622 407 156802 335 182,57¢ 38,768 *
Drugs 804 470,068 B09 680,657 110490 ** 168 9621 167 1,046,394 246,773 **
Soaps & cosmelics 340 163845 253 259,219 145374 ™ 43 180,366 a5 359,755 179,389 **
Rubbor 498 68,761 471 126,175 54414 " 163 63504 150 85,656 22152
Leather 237 50,078 229 109,486 59416 " 36 24,397 36 38691 14,294 ~**
Siono, clay, glass. concrele 457 140,991 304 77.583 63,008 ** 167 99,701 138 87,187 42514
Melal products & machinery 3863 61243 3376 126,534 65291 *** 842 B2,767 776 128,854 46,086 **
Computers & electronics 3114 360,934 2803 571,351 210418 " 401 488451 360 659,703 171,262
Transpoitation. aerespace, alrerafl 1448 61620 1329 214,937 63317 32 273205 369 324.027 50,821
Measurng, madical, photo. misc mig 2005 127,778 1857 158,803 44,026 *** 272 159518 333 206,793 47,278 **
Trenponation, shipping incl air 802 108,884 872 136334 27870 ' 151 126,381 132 207,355 81974 '**
T elecammunications, ind radia/ty 1221 B47,913 172 523,985 -123,926 92 1081453 158 552,635 528918
Electric, pas. waisr® 2691 169,760 2477 201,703 1,843 4079 120,373 971 143932 23,769 "
Wholesale Fade -durable and nond 1790 71234 1541 96.880 25646 T 364 115959 393 121,654 5595
Rolail rade 3592 195,197 3308 234,655 19458 470 315348 815 351,357 36,008
Commerciaf banks, SLs* 2480 240367 2418 281,646 41379 566 276,875 1008 5783 39,108
Real estale, morigage bankers, brot 592 27,141 415 124,942 97,831 *** 7t 45,131 92 227,784 182,653 ***
Invesiment banks, dealers, exchang: 1040 197212 963 194,855 -2,276 257 323556 264 275605 -47,951
Insurance companies® 2439 113,808 2697 136,168 21,290 *** 651 §11,222 &69 170,011 58,789
Offce and Hdg, notbank® 298 78750 138 139,204 69,545 28 207 887 a3 240,357 32470
Holsis & casinos 564 79,268 288 138.234 53,966 *** 48 149,543 66 199,278 49,735
Persenal services 281 250,272 259 117,697 -132575 4 74,057 51 100.802 26,745
Advartising & business sorvices 3077 142,959 3108 118.540 23419 * 286 248641 408 161,397 -97.244
Prepackaged sollware 21 274,504 228 305,279 30678 10 394,982 17 264,668 -130,324
Repalrsemvices 147 42569 135 40,284 -2,285 28 46,048 24 70,967 24870 "
Amusement & rag¢reaton services 574 106,689 497 204,485 97797 19 170,403 7 131,430 -38.973
Healthservices 832 170,008 820 209,765 39,759 21 488,240 64 301,554 -184,686 **
Legal, education, social & misc serri 159 35831 245 62,847 27,017 =
Maton picture producton & dist. 141 198206 132 819,246 621,041 18 263,573 30 783,840 499,567
Pubfic adminisiration 18 1413 24 2,061 648 * 8 1563 12 2044 49%

significance: ™™ 1%, ** 5%, * 0%
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TABLE 3; Diiferences Betwesn Means by Major ladushy Group {¢ontinued}
FIRMS RGT PAYING ADIYIGEND

Panal F: Redurng enincome

DiVIDEND BAYING FIRME

o2 ]er tndiw by group N Belorr L] Aler  ARar-Hglomn N Bofore N After  Aliprflafors
Agifeulie #H AET 50 D B2.750% 18 030 14 04715 [E5{: Tar Wl
Midisg 518 AB0O7% 487 S AWAR 0.322% 124 1% 156 0.767% -0.61%
O#, Gas & Parolzum 2G1T ANITHU BB AIETIY [IWF% 515 A596% 508 0.945% D485 '
Canstucton ¥R S1200% 906 -21.854% pret ¥ 1M 0242% e A% AN
Food znd kindrd sprvils FaEE 10248% 160 -11A70% BRKILS 31 -1681E% 3 -3385% S17037%
Tobacco produsts 98 B 45 1651% 48 16837% D0H%
Apparai & idigs T3 135 610 Z5REYM -32.330% ios 0wk 19 0.357% LaaEn
Weos, umiuze & fidums £5% DIO% 4Bk BATFEGE B INE T T 173 DEGDY 17 575% D 032%
Paper products BSE -15306% YT W% AFI% 3% G4 238 0.643% “.104%
Prinlng & publishing 1202 SR 11 S2009H ~18 805% 410, 0555% 401 0516% D051%
Chemigalz W 58T 1085 425tk -25.047% 407 DEIY.  JAE -10.55% 9.785%
Crugs B A% P -3B3IME -28 LA5% 168 DAZ7% -1} 0A475% G048
Hosps & cosmoefos 3E . 483 i . 3 0Js5%R 0% D.454% onsey
Hubbar 496 13306% d¥ G.000% 11306% 163 0EN3% 180 0.660% ~1043%,
Leatzr o oFAar aipap% 2R £.000% 27.BaBY: 38 0628%. B 0.356% BATES
Sturw, clay, giass, cancioto A57  AMadZ% 3 257N -7.269% LH 0Aa7% 136 0482% 0.035%
Meial protivcis & maghifmeny HH2 -13.593% 2376 RN g 3823% ¥ -1106%  77E DB Fiih%
Compifiara & slaitontes 314 24483% 200 IB4EDSE A240% ant DAL 300 0.505% D 035%
Transporiains, aemspaca. sl 448 15232% 1388 20.707H A1 B6H% M7 01517%  358% 0.445% 0068%
Measuing, medicai phots, miac miy 2005 ZB626%  19EY  0400% 18.436% s 0.f78% 333 0485% -1283%
Tranpodalion, shlppiyg inctail BOZ  A937F% 072 BRERY% -.E05% 151 0487% 137 0.383% -G099%
TolsoommiEcaiang, inel mdidw 221 A1 Y2 B18e5% 18.136% 52 0 385% 158 40538% 40 88%
Elgeiig, gas, waigr 2691 -e2UM% 77 0TI &8 079 -AB3FR A1 180% 5,021
Whaligshl fade -duwablb amd send 1790 3J184% 151 A% B1H) W54 IBATES 380 DA% 18.404%
Retai bata hEE 2TEBIN 38 23956% T005% 470 0386% 815  -10.205% -11572%
Commersial banks, SLs* M) -3MBOTE WM 24.566% 10,0319 286 A0357% KA -58K3% MHAHYN
Raalasile, movgage bankem,bret S02  11M48% 435 A7748% -16.562% Fal 05F1% o2 0.703% 0.332%
lnvettmes hanks, doalers, exchay: 1040 3{731% 283 47882% FRELY 287 Gh48% 264 0413% 0085%
Insyfancs comaanis §” 2438 a379E% 2597 -OWASTH $2.800% 653 D52 653 ~B3ENR BEFES
Qfeg and HYg, nol bank* 2B 40%0% 13 434TE% SRR Pl 0.55%% 33 0922% 0.323%
Hawgis k casinos S5 O000% 388 -17.00% AFEWY% 48 0201% ) 0755 AR
Permsanal services 251 50576 260 DGARTA 25.002% 41 BT, &i 08E% AL248%
Adverisim & bysiness services 0¥ -3RA0e M0s 2540 13.116% 266 02Et% 406 0.402% 0% &
Propaskaged sofware 221 Jf0H9a% @0 57 ROENW FIEEY 10 11.186% 17 DAEE% n2@%
Repsi sarvicas 97 2000% 130 49220% 48 R83% Fo:) 0.353% 3 0.261% -2.092%
Amapement & recraaBon sarvices 74 3a40G% 497 J09830% £ 34% 19 0.486% 7t 0807% E02A9%
Hsafh spnvices B3p SSSAR. 8 32486% Z34% 21 008, o 0.24E% 0.168% =
Legal, oducalon secial & mise send 159 -124585% 245 -M.B3B% 97.500%

Moijor: plghen praducton & dist, 141 ABSHR  132 -1e0% 5218E% 18 2% 3 4.848% 440
Pubile admirisiaton W 24 B NESFh $2 B535% L% ™
signiflcance: *** 19, ™ 54, * 10% :

TAGLE 3: Diflreness Balwaan Moans by Major industry Graup {foontnusd)

Panot G; Returns wilhoutdhvids FIRMS NOT PAYHG & DIVIEDEND . DIYETERD PAYING FIRMS

Majar industry groug N Betfors N Afoy  Ahler-Beform H Bitore - N Aftwr  AHer-Belfore
Agrculiia a5 88124 w 0 RG5% E2d¥ 7% 18 1292% 18 2.866% £ RRA%
Mining i ATSIO% 407 A08i8% .380% 1 1.386% 158 4,545% 180%
i, Gas & Pelcloum 2612 TR 2418 39807 BETSH 5is 144% 505 J4265% 2012%
Conmbucion TP 4RIESS: GO0 W38 EUU% AT 14 24088 12 1A -83.608%

Faug ged kindrad sprifibs ki BEMSE 1160 -1003058% ~1455% 5651 ET6A% 384 3IsMY% -1 AP
Tobaggy products 98 3EMaY 95 L4 Ruice il 48 2515% 48 1575% .4%0% ¢
Appasat b bxlles Y 134TE% BIP 2IH0% ~+1.386% ki~ 0.584%  1:0 2501% 8% ¢
Wacd, umitwo & fictvres 481 0.505% 4ep 67 1IT% L7BHY 13 DIETR L TEIT 1.656%
Paper products A58 -H4675%  FFT -15658% Rikira 249 LMIHm 238 1.329% 167F% °F
Pringryg & pubitiablog 1282 4288%:. 1118 -22B47% -18355% 410 1088 401 0.6¥2% £0.387%
Chemicals 172 -GE8E% 1085 40260% <M ITH% A7 DEE% 336 CFROAE% RIE e
Ongs 8 BT 80 NI “29.2835% 168 -1%6% BT DRNan 0.862%
Saups 4 cosmutcs k1] g% =3 00657 -0.230% 43 0.370% a5 1.308% QHIER
Rubhar 446 4231T% 471 1555% 13872% 163 0787% 150 1608% R.05%
Letithes 237 MG96iE% 228 28 2775 36 0.5 e LI13% A b )
Sioae, day, pisss, foncrely 457 A44052% 304 18ATER 4 AT6% 167 DHII% 13 23% p 5758
Meiat produsis & mastineny a3 HfaH02% 3578 BAGE% 1.3M% B2 SLHE% TR 2451% 126V
Compunn & elsionics 3834 -21300% 2800 -1 594% 8.866% 0% 1387% 160 2,069% IAEH
Trangporafan agrospees, aircral 148 -17.806% 1358 IVETHR HOTIY 2 02%7% e cum% 1.107%
Moasufing, madical, pholo, miscmiy 2605 -25058% 1057 11 7EAW 17 2T 2re 1043% 323 1.036% 0.0
Trasparmton, shippisy iR air 02 4983% BTR H0ATH -5 6% £I15% V2 3T 183N
Teincammunications, i sdaity 1721 M2740% 11rE E0O53% 21FETY :F “173% 158 -2 699% ALEER
Eluglic, gas, waies” YUY ALTATY 2477 -11B28% 8909% 1are DA% 9 1.885% 7L55%
Whziesale vade -durabiz and nord 170 Q2565F 1541 32.970% 2438% a4 JeFlE% ¥ 2421 % 19.209%
Rewl yads 1592 TDAYR MW -21.7ET% 497 470 D3 675 B84 DA74%
Commedgal kanks, SLa* 2480 D4ARS% 2418 -22030% 1A% 986 38947 1008 5.083% LMY
Real gslak,. morkago banders, bvol 552 BAEEY, 415 45058% 35 2T 7 1.108% w +0i5% 0,087
wasimentbanks, dealars, carhang: W40 .anz59% US4 59.294% prelicey 257 1115% & 2458% T340%
Tsumnce comparias™ 438 A27295% 2RO 28B4t a5 851 10Ba% 689 A3%0% 0.453%
Cffico and Hidy, mi hank' J08  ARBEER 138 -138429% -84.918% 24 3 235% k] 2407% A63M%
Hol|s & casinos oG4 0% 388 136539 BEL: > 48 2A50% [Ls] L3P -DH78%
Przzonsi sernvices 261 480G 259 WZIAIER 2620%% 4% 1178% &1 2E2T% tAIT%
Adverdsig & business senvices 07 DAAYIR 3106 G3A7E 1AF1% 206 CTO1Y 408 1,342% Z043%
Pepackayed zohware T21 BOISSH  FRR 555045 33.451% 0 5061% 54 48325 B.802%
Regalr senhoas 1aE S6ETH 136 44000% 390 % 8 12062% ™ 03144 -1.513%
Amuse mand & more alion senEos 5P MdRR 4aT 7% 3T 1% D% ¥ 3.036% 17EI
Hawilh sereices B3?  RAM% 820 W .205% 23 BRFFR B4 1 ROE% -4.8645
Legai gducation, sectal Smisczarvi 159 RN HME 29280% 728
Moton pisture preducBon & oist 4t -50,180% 132 020% -ABA51% 1B 4.773% ] <A 0F% 5.832%
Pubiic Adminislraion iR D425 » Z0i3% 2201% i 1.604% 12 0.8873% 617%

mignifieanoa: = 1%, " 5%, ¢ 10%
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FLUCTUATIONS IN THE ASSESSMENT OF RISK

Michael Andersor, Stena College
Dr. Thomas J. Kopp, Siena College

INTRODUCTION

Finance teaches that return per unig of risk is the appropriate measure to use to svaiuate an invesiment. This
is based npon the expectation that investors are risk adverse and must be compensated for taking on risk. The ievel
of that compensation fluctuates significantly, as the investor’s curment perceptions of risk varies. After 1982 the
eeconomy entered a peried of low volatility, often called the “Great Moderation”, where fTuctuations in GDP,
intustrial production and employment were significantly lower than the prior decades. This new found economic
stability was attributed to factors such as the rise of the service secior, improved inventory contvol, and better
muonetary policy. Regardless of s cause, this prolonged period of moderation led individuals and firms to adjust
their perception of visk.

Starting in 2002, the bond marke: was the scene of a significant downward revision ol risk, even whilc the
Federal Reserve slowly retreated [rom the casy money policy which many argue had fueled asset inflation. The
ohjective ofthis research s to examine the perception of risk within the corporate bond market as the economy
moved toward the crisis of 2008, It seeks to identify the extent to which investors® perceptions of the risk inherent in
various classes of bands fluctuated and the lessons that can be learned from this,

DATA AND METHODOLOGY

This research explores the fluctuations in the risk perception of bond market investors from September 27,
2002 (the date the Bloomberg’s compaosite bond series began} through December 14, 2009 by examining both the
spreads of corporate bonds over the weasury rate of the same term, as wel} as the percent of a bond’s return due to
default risk. All series used are constant maturity. To calculate the percent of a bond’s return due to defawlt risk, the
end of week yields of composite corporate bonds rmated AAA through B and the associated treasury rate provided by
Bloomberg were used. These yields are created by Bloomberg “in order to track the corporate bond market by
prouping similar bonds together using an internal algorithin in arder to get a composite aggregate view of a class of
fixed inconie securities™ {Bloomberg Help Desk}. Since U.S. Treasury instruinents of the same {crm are exposed to
identical risks, except default, the difference between Treasury yields and the compostie yields for each bond rating
class can be attributed to defauls risk. Assuming that investinents ol identical risk and terim should have identical
expected yields, we can express the relationship of constant maturity Treasury yields of term ¢, fo constant maturity
corporate yields of the same term by the following equation,

Treasury_Yields= Corperate_Yield, * (1~ percent of a bond’s return dne to default risk)

Applying this equation to our data, we solve for the percent of a bond’s return due ¢o defaulf risk. This will
give us a relaiive measure of perceived riskiness of each bond which will be useful in identifying the changing
perceptions of risk. In addition we will also examine how the interest rates of each class of bonds varied over time,
Included within this analysis are all available historical constant maturity composite bond yield data and the
corresponding ireasury yiclds from Bloomberg for securities with maturities of 3 months, | year, and 10 years.

PERIOD IDENTIFICATION AND THE HISTORICAL ENVIRONMENT

Anexamination of the percent of a bond’s return due to default risk, derived from the composite bond
series provided by Bloomberg, led to the identification of four separate sequential periods of investar behavior
which will be used for this study. (See Figures I, IV, V1 below )} Periol One extends from the week ending
September 27, 2002, (with the initial publication of the series) throngh the week ending February 11, 2003, Tt began
ten months after the 2001 recession ended, with the cconomy in a fragile state as the Federal Reserve cut rates until
June 2003, From then, the target Fed Funds rate remained at 1% for a year. Low long-term intercst rates helped
home awnertship hit record levels, raising home values. The Dow industrials gradually increased as did worker
productivity. In April 2004, employment hit a four year high. I July, the Fed increased the Federal Funds rate to
1.25 and continued to mise rates by 25 basis poinis every month thereafter [or the remainder of period 1. Most
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mortgage-related companies looked healthy despite some isolated problems with Fannic Mae and Freddie Mac,
Thus the overall environment was one of declining financial risk.

As Period Two began on February 18, 2005, the economic expansion was well underway, with growth
continuing throughout the period. The Fed continued to tighten its monetary policy as the sizzling housing sector
continued to fuel economic growth and consumer spending. Rising energy prices had some impact, especially on the
auto industry. By September 2006, subprime mortgage defaults begin to materialize. Soon after, Freddy Mac
announced that it would stop buying the most risky mortgage related securitics. Five weeks later, leading subprime
mortgage dealer New Century Financial filed for Chapter 11 bankruptey protection. Most investors did not perceive
any extraordinary signs of systernic risk deriving from the mortgage market, thus the Dow continued to rise and
broke 13000 in April 2007. Until this period’s abrupt end, investors perceived only minor differences in the tevel of
risk associated with bonds of various classes. (See Figures I, IV, VI below.)

Period Three began abruptly on June 1, 2007 with market participants grasping the degree of systemic risk
originating from snbprime mortgages. The percent of a bond’s return due to default risk rose rapidly as Standard and
Poor’s and Moody’s announced a wave of downgrades on hundreds of mortgage-related securities. {See Figures [,
TV, VI below.) This sent ripples of fear and uncertainty throughout the financial markets as investors adjusted to the
rating agencies’ misjudgments. Despite this, during the second week, the Dow rose above14000. The following
week, continuing losses forced Bear Stearns to liquidate two of its mortgage hedge funds. In response to liquidity
pressures in the financial markets intensifying, the Federal Reserve began cutting the Fed funds rate, moving
towards the zero barrier, and the Treasury announced programs to help stop home mortgage defaults. The Dow
continued to fluctuate but remained in the 12000-13000 range despite the fact that we would later learn that the U.S.
had entered a recession in January 2008,

As the new year began, the mounting news concerning the extent of late mortgage payments and multi-
billion dollar write downs by financial institutions continued to accumulate. In March, the Fed helped JP Morgan
Chase buy a collapsing Bear Sterns. By Septenber 2008, financial turmoil coupled with recessionary impacts and
further mortgage related problems spawned an unprecedented flight froin risk in the financial markets. A partial list
of the historic market shaking cvents include Fannie Mae and Freddic Mac being placed in government
conservatorship, Lehman Brothers Holdings Inc. filing for Chapter 11 bankruptcy protection, and the Federal
Government’s bailout of American International Group. With these unprecedented problems, the Federal Reserve,
Treasury and other regulatory entities collaborated to create unprecedented prograins aimed at restoring order in the
financial markets. These included the Treasury temporarily guaranteeing money market mutual funds, the FDIC
increasing deposit insurance coverage to $250,000, the passing of the Emergency Economic Stabilization Act of
2008which creaied TARP, and the Federal Reserve’s creation of various collateralized lending prograins. As these
events unfolded, treasury rates dropped towards zero and the percent of the return of each composite bond series
associated with default risk rose sharply. {See Figures I, IV, VI below.)

The fourth period began on December 19, 2008 as the accumulating financial news of damage derived from
mortgage related securities began to slow and a complete economic collapse no longer seemed iimminent.
Unprecedented Fiscal and Monetary policy actions to provide liquidity and mitigate fear in financial transactions
began to “unstick” markets. As this perception began to enter the calculations of market participants, the propottion
of each bonds return due to default risk began to decline. (See Figures I, IV, VI below.) In addition, each of the
figures clearly show that as the turmoil receded the returns for each class of bond due to default risk began to reflect
the risk implied by its rating. The period ends on December 18, 2009 with the end of our data set.

Investor Assessment of Risk in the Ten Year Corporate Bond Market

We will now focus our attention on changes in the market’s perception of long term risk, Figure I graphs
the percent of return due to default risk for Bloomberg’s 10 year composite bond series during cach of our four time
periods. As shown in Figure I, the percent of return due to default risk for ten year corporate bonds of all ratings
generally fell during this period. In addition, the impact of the “Great Moderation” on bonds of each rating varied.
As shown in Table I, the AAA to Treasury premium fell from 1.04% to .47% during period 1, Only tbe spread for A
over AA rose during this period and that only bappened towards the end of the period. In addition, the spread
between A and BBR dropped only slightfy, while the spreads between BB, BB and B indicate that the market
perceived a falling difference in riskiness among these instruments. Towards the end of the period in February 2005,
the “Great Moderation” had lulled investors into reducing their estimates of the risk of highly speculative B and BB
rated bonds relative to AA and to almost bundle AAA through A into a single class of risk. (Sce Figure Il and Table
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I). Clearly, investors searching for higher returns increasingly bid up the price of the lower rated bonds, disregarding
their rating even as the Fed tightened the fed funds rate to 2.5%.

Figure I: Percent of Return Due to Default Risk for 10 Year Composite
Bond
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In general, period two begins as the rapid decline in percent of a bond’s return due to default risk comes to
an end. This period is characterized by evidence suggesting a pervasive rejection in the notion that bond ratings are
highly rclated to default risk, As an examination of Table Tillustrates that between the start of period 2 and its end,
the spreads between AAA through BBB fell even as 10 year interest rates rose slightly as shown in Figure I In
essence the market had moved io characterize the risk of corporate bonds into two classes, AAA through BBB and
BB through B. However, this appears to be only a minor distinction since the spread between BBB and B ten year
bends which appears sizable in Figure II was only .88% by the end of period 2.

Table I Risk Premium Spreads in Percent-Ten Year

AAA AA A BBB BB B

premium | premium | premium | premium | premium | premium

over T | over AAA | over AA over A | over BBB | over BB
start of period 1 1.048 0.200 0.090 0.420 2.700 1.730
start of period 2 0.478 0.150 0.150 0.370 0.610 0.760
start of period 3 0.671 0.120 0.090 0.310 0.880 0.700
start of period 4 2.734 0.720 0.800 1.210 3.880 3.440
end of period 4 NA NA 0.380 0.910 1.830 1.050
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Figure II: Percent Interest Rates on Ten Year Bonds

16 J S J— R— e —— o —— i 5 g e e R £ 1 TR e it

i period 2 j 1
14 . Periocdd orenodd d__Pe Em‘dv?;wmg - Pert
12

10

8
6
i
2

b . %l } » g S
0 . ; ; - Tn}o\surﬁv,,'

9/27/2002  9/27/2003  9/27/2004  9/27/2005 9/27/2006  9/27/2007 9/27/1008  9/27/2009

Period three began with the realization that default probabilities had been severely underestimated and a
flight from risk materialized. This con be seen in the dramatic rise shown in Figure 1, as well as the change thot
occurred in the spreads reported in Table . By November 28, 2008 the percent of a AAA bond’s rerurn due to
default exceeded 50%, which one year eariier, on November 16, 2007, was tbe level ativibuted to low rated B bonds.
Clearly, the market was laving significant trouble in evaluating the level ol risk of these instruments,

Figure It: Period 3 Interest rate premium over Treasury rate
for Ten Year Composite Bonds . B
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Amid the chaos of the near financial meltdown, the confidence of investors in the ability of bond ratings to
differentiate visk appears to have been severely weakened, While investors appear to have quickly regained the
perception that a band rating of AAA indicated some relative measure of safety, an examination of Figure {11
sugpests that this was not true for lesser rated bonds. The spread between Trensuries and AA and A rated bonds
converged and as the peried wore on approached BBD, In addition, the compensation required for the Towest rated
bonds diverped significantly from BBB. By the end of the period, Figure [ and Table | illustrate that the spreads
between each class of bonds had widened as the market fully acknowledged risk differences in bonds with differemnt
ratings.
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Period four began as the accumulation of chaotic financial news slowed. As an examination of Figure [
iflustrates that the percent of return due to default risk fell significantly. As this occurred, the market has so far
exhibited different behavior than that observed in period one. While technical reasons forced Bloomberg to stop
issuing the AAA series, the spread between the other series have remained refatively large as shown in Figure IT and
Table 1. Currently the market is exhibiting behavior which suggest that it perceives a difference in risk between
bonds of each rating. While monetary and fiscal policy intervention was able to mitigate the contagion fear that had
swept the financial system during period 3, the market is continuing to require additional compensation from bonds
with lower ratings even as the overall Jevel of tisk perception declines. This suggests that investors are explicitly
acknowledging a concrete difference in risk between various bond ratings, and that the extremely loose monetary
policy of the Federal Reserve is not currently fueling a search for returns which ignores risk.

Investor Assessment of Risk in the One Year Corporate Bond

As with the ten year bond series, the return due to default risk for one year bonds exhibited a downward
paitern with tightening spreads (see Table ). By the end of period 1, the spread between cach bond rating {except
for A to AA) fell significantly, with the lower rated bonds exhibiting much larger declines. Even as the Federal
Reserve began to tighten in July 2004, spreads continued to decline as shown in Table Il and Figure V. By the end
of period 1, the spread between AAA and B securities had been reduced to 1.38%.compared to the gap betwecen
AAA and B ten year bonds of 2.04%. This illustrates that risk perceptions were falling faster in the one year market
despite Federal Reserve tightening,

Figure IV: Percent of Return due to Default Risk for One Year Composite Bond

Period 1 Period 2 Period 3 Period 4

9/27/2002 9/27/2003 9/27/2004 9/27/2005 9/27/2006 9/27/2007 9/27/2008 9/27/2009

Table Ii: Risk Premium Spreads in Percent-one year
AAA AA A BBB BB B
premium | premium | premium | premium premium premium
over T over AAA | over AA over A over BBB over BB

start of period 1 0.679 0.150 0.090 0.480 4.430 2,320
start of period 2 0.274 0.070 0.110 0.220 .180 0.800
start of period 3 0.306 0.010 0.090 0.120 0.360 0.290
start of pericd 4 2.489 0.830 0.820 1.110 3.780 3.490
end of period 4 NA NA 0.35 1.07 2.14 0.95
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Figure V: Percent Interest Rates of One Year Bonds
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As Period two began in February 2003, the downward movement in percent of return due to default risk
slowed {See Figure 1V) even while the spreads further tightened. By May 20006 the spread between AAA and B
securities had declined to .83% and the risk premium of B securities over Treasury bonds had decline to 1,1%. Thus
the market was embracing the notion of the Great Moderation and the end of risk. However a8 time wore on, BB and
B rated one year securities bepan to diverge from the cihers as evidence of risk began to seep into the financial
NEeWSs,

As Period Three began on June 1, 2007, a crisis of confidence was emerging in the market and altering risk
perceptions. Sutprisingly, as shawn in Figure V, ali rates except the B and BB bands feil in response to Federal
Reserve liquidity injections. The rates of AAA through BEB bonds began to rise afler financial news graduafly
worsened, which additionally led to the American Recovery and Reinvestment Aci of 2009, The one year
investment grade bonds demonsirated similar movernent (o the ten year investment grade bonds as the percent rates
increased. As the one year investrnent prade bond rates rose, the spreads among the bonds started to become
restored, By the end of Period Three, the spread between freasuries and AAA bonds exceeded Period Two's spread
between treasuries and B bonds. In additinn, the spreads between RBR and 13 bonds were simétar for both ten and
one year compaosite bonds, Clear]ly investors reevaluated risk in the corporate bond market.

Period four began as Trensury one year rates approached the zero bamrier. During this period, ali one yeay
rates fel, However, Figure V and Table IT indicate, that the market continued to require larger spreads between
bonds of diflerent ratings. Even as inferest raies have begun to decline in the face of joose monetary policy and a
slack economy, spreads remained farge. This suggesis that the market is acknowled ging the risk implied by bond
Tatings.

Investor Assessment of Risk in the Three Month Corporate Bond

Figure VI grapha the percent of return due ta detavit risk for Bloomberg’s three mowth composite bond
series. As the figure illustrates the assessment of risk by morket participants within this market paralfeled that of
investors tn the one year market,
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During period one, investors in this market followed other market participants in lowering their perception
of risk. This can be seen in Table I1I and Figure VII, As rates fell initially in period one in response to Federal
Reserve policy, spreads between each class of bonds fell, and continued to do so, even as policy tightened later in
the period. By the end of period one, the spreads between bonds of different ratings had been significanily reduced,
with the most significant changes accurring for the lesser rated bonds,

Table II: Risk Premium Spreads in Percent-Three Month

AAA AA A BBB BB B
premium | premium | premium | premium | premium | premium
over T over AAA | over AA | over A over BBB | over BB
start of period 1 0.517 0.140 0.090 0.470 4.410 2.230
start of period 2 0.196 0.010 0.140 0.230 0.220 0.710
start of pariod 3 0.448 0.050 0.050 0.140 0.240 0.220
start of period 4 2.857 0.930 0.780 1.000 3.680 3.320
end of pericd 4 NA NA 0.31 1.15 2.16 1.03
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In period two, the “great moderation” continued with investor perception of risk falling as shown in Figure
V1 and Table IT1. Even in the face of market turmoil that began to be apparent by the end of period two, the risk
premiums associated with the lower rated bonds remained stubbornly low and the spread between different ratings
remained small.

As period three began the turmoil of accumulating subprime defaults caused the percent of return due to
default risk soared as treasuries rates plummeted in response to a flight to safety and Central Bank liquidity
injections. As Figure VII shows, the spreads and interest rates associated with the lower rated bonds (B and BB) rose
almost immediately, following the pattern of one year bonds. Rates on higher rated bonds initially fell even as the
spread to Treasuries widened. It was only at the end of period three that the market began to require significantly
different risk premniums for AAA through BBB bond.

As we entered period four, turinoil in this market also abated. Table I1l and Figare VII indicatc that while
the market perception of risk is declining, with bond rates dropping toward treasuries. As in each of the bonds
examincd, the spread between bonds of different ratings is not collapsing, with investors continuing to require
significant premiums for investing in lower rated bonds.

CONCLUSION

This study tracks a significant decline in the perception of relative risk that occurred in the bond market
from February 18, 2005 through June 1, 2007. During that period the spreads between bonds of different ratings
generally collapsed, with the AAA to B intercst rate spreads dropping 300, 700, and 680 basis points for ten year,
one year, and three month bonds respectively; thus, a greater moderation on the short end of the yield curve. BBB
essentially became investment grade as its spread to A bonds reduced to .3, .12, and .14 percent for ten year, one
year, and three month bonds, respectively. However, as the figures illustrate, the spreads between the ten year B and
BB bonds remained on average one percent higher than spreads for the shorter maturities. This indicates that there
was still some perception of longer run risk in the lower rated instruments.

The financial crisis ended this, with the divergence of interest rates occurring much faster in Period Three.
Ten year bond rates rose faster and higher than shorter term rates, with the lowest rated bonds leading the pack as
investors required significantly more compensation for risk. While ten year rates generally rose throughout the
Period Three, one year rates exhibited more fluctuation by falling, then rising slowly until a sudden increase at the
end of the period. The three month rate in contrast fell initially and then stabilized until it rose with the ofher terms.
However by the end of period three, all markets were inoving to reestablish the spreads between different bond
ratings with spreads ol 402, 405 and 407 basis points for the ten year, one year, and three month bonds respectively
oceurring by the end of our study. Thus, bond ratings appear to have regained the relevance to investors that they
lost during the Great Moderation,
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ARE GENERATION Y (MILLENNIAL) CONSUMERS
BRAND LOYAL AND IS THEIR BUYING BEHAVIOR
AFFECTED IN AN ECONOMIC RECESSION? A
PRELIMINARY STUDY

Megan E. Lodes, Siena College

ABSTRACT

The buying behavior of college students, members of the Millennial Generation, is of particular interest fo
marketers as they strive to understand the patterns of purchasing of the wealthiest generation. To date, there
have been conflicting results regarding the Millennial Generation and their degree of brand loyalty. Using a
sample of 68 undergraduate students, brand loyalty, customer satisfaction, and the effects of an economic
recession on buying behavior were evaluated. Results suggest that college students are not brand loyal
consumers, that there are no gender differences with regard to overall brand loyalty, and that purchase belavior
has not been greatly affected by the economic recession, Implications and reconmendations for future research
are presenied.

INTRODUCTION

This paper cxamines the concept of brand loyalty and the characteristics of the generation known as the
Millennials. Brand loyalty is defined as the biased behavioral response expressed over time by a decision-making
unit, with respect to one brand out of a set of such brands, and is a function of psychological processes {Jacoby and
Chestnut, 1978). The Millennial Generation is the generation of individuals that were born starting in 1982 and
began attending college in 2000 (DeBard, 2004).

Recent research (Caplan, 2005; DeBard, 2004; Ritchie, 1995) on the Millennial Generation has shown that
marketers are constantly striving to understand the Millennials’ buying behavior and brand loyalty patterns. And
with the onset of an economic recession, rmarketers should understand if and how the current recession has affected
college students.

LITERATURE REVIEW

The majority of research that has been conducted on Generation Y has actually proclaimed Generation Y to
be a misnomer, as it indicates that Generation Y is merely a continuation of Generation X. Instead, researchers
today prefer to call the generation bom since 1982 as the Millennials (Beirne and Howe, 2008}, Starting in 2000,
when the Millennials began attending coflege, they began to be studied by researchers and markeiers to determine
the generation’s overriding characteristics. Millennial college students are the mnost racially and ethnically diverse,
as enroliment of women and minorities has increased while enrollment of white students has decreased (DeBard,
2004). Millennials make long-term plans, believing they are capable of accomplishing anything. However,
Millennials expect high grades to mark their achievement but will only do what is expected of them to get those high
grades (DeBard, 2004). While older generations lament the ever-increasing usage of technology by the Millennials,
this technology is just a tool used by Millennials to fulfill their desire of being part of a community (Beirne and
Howe, 2008). Millennials are also considered to be sheltered and both expect and want rules to be clearly
communicated and properly enforced (DeBard, 2004), It is evident that Millennials like to follow rules, as violent
crime by teens has fallen by 70%, teen pregnancy and abortion has fallen by 35%, and consumption of tobacco and
alcohol is lower than ever before. Millennials believe in the benefits of community service, participating in
elections, and working for companies that give back to the community (Beime and Howe, 2008), Unfortunately, it
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has also been found that Millennials are studying less and are not as concerned about important issues, such as the
environment or race relations {Sax, 2003).

Because Millennials are wealthier than previous generations, marketers understandably want to leam how
to market to this generation. While Millennials are trusting of certain authority, they arc skeptical of advertising that
is targeted to them (Kapner, 1997). Because Millennials value products for their necessity to their lives, they distike
advertising because it ofien causes them to buy things they do not need. Millennials question the truth in advertising
and believe marketing to be misleading. They believe that advertising leads to higher product price, which conflicts
with their desire for the lowest price possible (Beard, 2003). Even though Millennials are wealthier than previous
generations, they describe themselves as “poor college students”, so marketers should not position their products as
a luxury if they want Millennials to buy it (Phillips, 2007).

Research that hias been completed on Millennials and the concept of brand leyalty has resulted in two
conflicting theories. The first is that Millennials are not brand loyal consumers. A study done by K. Ritchie showed
that they arc less brand loyal than previous generations due to the constant bombardment of promotions (Ritchie,
1995). Phillips (2007) stated that Millennials believe themselves to be reasonable, price-oriented consumers who
are not influenced by an attraction to a certain group of brands. Millennials value price and features as the most
important attributes of a product, instead of brand name, Millennials want products that match their lifestyle or
personality, which is why brand is of aimost no importance (Caplan 2005},

The second is that Millennials are brand loyal consumers. Brands will become bigger than ever, as
Millennials identify the idea of a big brand as being a return to community, Millennials are loyal to brands whose
products not only provide for the individual but also for the community as a whole (Beirne and Howe, 2008),
Millennials are committed to a brand as long as it provides for their needs (DeBard, 2004),

The current economie recession is presently a source of great concern as marketers attempt to determine the
current buying behavior of consumers, Consumers are changing their buying behavior and greatly decreasing their
overall spending (Creamer, 2008). Consumers have been coined as “recession shoppers” as they utilize the Internet
more than ever to find the best possible price (PR Newswire Association LLC, 2009). Consumers are also saving
more than ever before (Crutsinger, 2009). Products that were low price already are subject to brand switching, due
to the consumer’s low involvement. Advertisers of these types of products must emphasize the benefits of the brand
{Creamer, 2008).

Marketers are trying to do as much as they can fo preserve brand loyalty. Marketers have attempted to
create an emotional attachment with their customers, believing that once customers become attached, they will not
switch to another brand, regardless of price (Hamilton, 2009). Unfortunately, consumers are more likely than ever
to become brand switchers, especially to private labels, as they look for lower-price alternatives to what they
normally purchase. Customers are abandoning brand loyalty and experimenting with different but cheaper brands.
It seems that grocery store items are most affected by brand switching; products ranging from food, paper goods,
and personal-care items are victims of either brand switching or being purchased less frequently, as shoppers stretch
out the use of these products for as long as possible (Byron, 2008). While the sales of luxury items has decreased
somewhat, it seems that luxury items have the most brand loyal consumers. Consumers are willing to save up their
money for these luxuries; they justify paying top prices for these items by saving and reducing spending on other
lower-priced items (Heher, 2009). It appears that the best and most innovative brands have been or will continue to
be able to hold their value, despite the current recession (Hamilton, 2009),

A

HYPOTHESES

The cwrrent study is designed to improve our understanding of the brand loyalty behavior of Miltennial
consumers. [t utilizes a partial replication of Bennett and Rundle-Thiele’s (2002} Propensity to be Brand Loyal
scale and self-reported purchase behavior. The curtent study also intends to establish the buying behavior of
Millennials in an economic recession. It is hypothesized that:

K 1: College students believe themselves to be brand loyal.
H2: There are no gender differences in reported brand loyalty.
H3: College students are brand loyal to higher price items, such as MP3 players and laptop computers.
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H4: College students are not brand loyal to commodity goods or supermarket items, such as gum or candy.
H5: The buying behavior of college students has not been greatly affected by the economic recession.
Therefore, college students’ degree of brand loyalty will not be affected by the recession.

METHODOLOGY

A paper and pencil survey was designed, It incorporated Bennett and Rundle-Thiele’s (2002) Propensity to
be Brand Loyal Scale, Jones and Sasser’s (1995) Apostie Model (customer satisfaction and customer loyalty), and
Sloot et al.’s (2005) designations for behavioral responses to out of stock situations (brand loyalty). Bennett and
Rundle-Thiele’s (2002) Propensity to be Brand Loyal scale consists of seven items measured with a 5-point Likert
scale with the verbal anchors of 1 = Strongly Disagree and 5 = Strongly Agree. Sloot ¢t al.’s (2005) consumer
responses to out-of-stock situations were also measured using a 5-point Likert scale with the verbal anchors of 1 =
Strongly Disagree and 5 = Strongly Agree. Jones and Sasser’s (1995) Apostie Model was also used to help us
understand customer satisfaction and loyalty. Again a 5-point Likert scale with the verbal anchors of 1=5Strongly
Disagree and 5 = Strongly Agree was used. Additionally, the survey incuded sclf report questions regarding
purchasing behavior in particular brand categories, as well as the most important reasons for purchasing a product.
Finally, questions were asked about the recession and its impact on the respondent, as well as demographic
information.

The survey was administered to students in various business classes at a small private liberal arts college in
upstate New York. There were not inducements for participation. A total of 68 responses was collected. Sample
characteristics are displayed in Table 1 below. The sample consisted of 62% females and 38% males, which closely
resembles the gender distribution of the institution. Additionally, the sample was comprised mostly of juniors
{51%) and seniors (34%).

Table 1: Sample Characteristics

Number (n=68) Percent

Gender
Male 26 38%
Female 42 62%

Age

19 and under 3 4%
20 20 29%
21 21 31%
22 18 27%
23-25 4 6%
Over 25 2 3%
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RESULTS

Data was input and analyzed in SPSS. A reliability analysis of the Propensity to be Brand Loyal scale
suggests that the scale performed well, with an overall alpha of .7462. This is deemed to be acceptable given
Nunnally’s (1978) recommendations. Mean and standard deviation values for scale items are included inTable 2. In
addition to evaluating each scale item, an overall mean score for the Brand Loyalty Scale was calculated for each
respondent. The overall mean score was 3.07. With 3 indicating the “Neutral” point on the scale, results suggest
that the sample “leans” toward brand loyalty. This does not provide support for H1. Interestingly, we asked
respondents to answer the question: “Overall, do you consider yourself to be a brand loyal consumer?” 33
respondents, or 77.94 percent of the sample, responded yes, they were brand loyal consumers. 15 respondents, or
22.06 percent of the sample, responded no, they were not brand loyal consumers. Using the overall measure of
brand loyalty as the dependent variable, we conducted an F-test between those that responded they were brand {oyal
and those that responded they were not. Findings were significant at p<=.1 but not at p<=.05. (F=2.653, p value=
.078, eta squared of .075).

Looking at gender differences and H2: we note overall brand loyalty for men (3.17) and for women (3.01),

resulting in an F-value of 1.304 and a significance value of p=.258. Therefore H2 is supported: there are no
significant differences in brand loyalty based on gender,

Tahle 2: Means and Standard Deviations for the Propensity to Be Brand Loyal Scale Items

Scale Item Mean* Standard
Deviation
1 would rather stick with a brand I usually buy than try something [ am not sure 3.65 .82
of,
11 like a brand, 1 rarely switch from it just to try something different, 3.79 76
1 rarely introduce new brands and products to my friends and family. 2.59 95
I rarely take chances by buying unfamiliar brands even if it ineans sacrificing 2.78 96
variely.
I usually buy the same brands even if they are only average. 2.59 92
1 would rather wait for others to try a new brand than try it myself, 2.82 .99
T would rather stick with well-known brands. 3.32 95

*5 Point Likert Scale; 1 = Strongly Disagree 5 = Sirongly Agree

To better understand brand loyalty as reflected through actual buyer behavior, respondents were asked to
identify their preferred brand for fourteen product categories, then to rate their loyalty to that brand, and finalty to
indicate how many brands of that particular product category had been purchased over an indicated period of time,
See Table 3 for the results of durable products purchased in the last four years. As brand purchase behavior results
suggest, college students are most brand loyal to laptops, cell phones, and MP3 players. However, they are not
completely brand loyal to any product categories as none of the mean scores are exactly 1.00. See Table 4 for the
results of non-durable products purchased in the last four months. As the results suggest, college students are most
brand loyal to toothpaste and deodorant. However, they are not completely brand loyal to auy product categories as
none of the mean scores are exactly 1.00, Note that respondents were asked to indicate their brand loyalty (7 point
Likert scale with verbal anchors of 1=absolutely no brand loyalty and 7=cxtremely brand loyal) to the particular
brand in a product category that they identified as their preferred brand, Results suggest highest brand loyalty to cell
phones, MP3 players, and deodorants,

Talle 3: Self Report of Product Purchase within the Last 4 Years

Number/percent | Number/percent | Number/percent | Mean Score of
Mean* fn=68) indicating | of womnen (n=42) | of men (n=26) Different Brands
Product {Brand degree of brand indicating being | indicating being | Purchased in Last
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Category Loyalty to | loyaity between | “extremely brand | “extremely brand | Four Years
Preferred “sometimes,"” loyal” to loyal” to
Brand) “often” and preferred brand preferred brand
“extremely”

Sneakers 4.81 48 (71%) 8 (19%) 6 (23%) 2.19

Laptops 4.9 46 (68%) 11 (26%) 6 (23%) 1.13
Boots 3.69 32 (47%) 7(17%) 4 (15%) 1.27 —]

Jacket/Coat 4.12 36 (53%) 2 (5%) 5 (19%) 1.34
Cell Phone 5.35 52 (76%) 11 (26%) 11 {42%) 1.44 .

MP3 Player 5.49 54 (79%) 13 (31%) 12 (46%) 1.03

*7 Point Likert Scale: 1 = Absolutely No Brand Loyalty 7 = Extremely Brand Loyal

Table 4: Self Report of Product Purchase within the Last Four Months

Number/percent Number/percent | Number/percent | Mean Score of
Mean™* (n=08) indicating | of women (n=42) } of men (n=26) Different Brands
Product (Brand degree of brand indicating being | indicating being | Purchased in Last
Category Loyalty to | loyalty between “extremely brand | “extremely brand | Four Months
Preferred “sometimes,” loyal” to loyal” to
Brand) “often” and preferred brand preferred brand
“extremely”
Gum 3.97 34 (50%) 7 (17%) 4 (15%) 2.4
Candy 3.37 25 (37%) 2 {5%) 2 (8%) 2.88
Beer 3.94 32 (47%) I 2%) 4 {14%) 2.53
Cigarettes 1.91 15 (22%) 7 {17%) 1 {4%) 1.50
Bottled Water 4.1 35(51%) 7 {17%) 3 (12%) 2.68
Chips 3.71 3t (46%) F (2%) 3 (12%) 2.97
Toothpaste 4.66 41 (60%) g (19%) 5 (19%) 1.49
Deodorant 5.32 54 (79%) 10 (24%) 10 (38%) 1.29

*7 Point Liker( Scale: 1 = Absolutely No Brand Loyalty 7 = Extremely Brand Loyal

In order to test HS, respondents were asked questions regarding the current economic recession and ifhow
it has affected their buying behavior. A total of 36 respondents {53%) responded that the current economic

recession has not affected their spending in the past six months and 41 respondents (60%) said they have spent over
$200 on a single purchase in the past six mnonths. Additionally, 42 respondents (62%) said that they do not find
themselves saving more than before the recession began, Lastly, 32 respondents (47%) believe that the current
economic sitwation will improve in the time period of over a year but under two years. To further evaluate H5, an F-
test was conducted. Results suggest no significant difference between respondents’ perceptions of when the
economic situation will improve and their overall brand loyalty (F=1.482; p=228). This is further supported by
reviewing the pairwise comparisons. See Table 5 below. Interestingly, those believing that the economic situation
is going to improve within the next 4 — 6 months report the lowest overall brand loyalty. In fact, their score of 2,82
suggests they are not brand loyal as they fall below the neutral point of 3,

Table 5: Overall Brand Loyalty and When the Economic Situation will Improve

Overall
Brand Std. Deviation N
Loyalty
Score*
4-6 months 2.82 43 8
7-12 months 3.25 57 15
Over a year, but under two years 3.0 .64 32
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[ Over two years | 3.22 | 44 13
*35 Point Likert Scale: | = Strongly Dvisagyee 5 = Strongly Apree

PISCUSSION

From the results from the Propensity to be Brand Layal scale, we can conclude that the Mitennial
Generation does not perceive themselves to be brand loyal overall. Therefore our results are consistent with Caplan
(20053, Phillips (2007), and Ritchic (1995}, In actuality, they “score™ relatively ciose to the neutral point.
Additionally, we note that there are no significant differences based on gender or based on age within the sample. 1t
is also interesting to note that we applied the scale as a measure of overall brand loyalty and the scale demonstrated
good reliability with all items loading resulting in a single factor sceie. When appilied to a specific product category
in previous research, the scale did not perform as well, and resuits suggested eliminating 3 factors from the scale
(Bennett and Rundle-Thicle, 2002},

It is also inferesting to note the actual mean scores on scale items and the managesial implicatians that they
potentialiy have. The three items of *1 would rather stick with a brand § vsuaily buy than try something 1 a:n not
sure of.”, “IFI like a brand, I rarely switch front it just to try something differcent.”, and 1 would rather stick with
well-known brands.” all have n mean within the neutral range. This indicates that famiiiarity with a product and
familiarity with brand name product may not be as important to college students, Unlike other generations, college
students are not concerned with being familiar or having a comfort level with a product. Instend, they like variety,
they want quality products, and they ave not afraid of the risk of trying new {hings. This is supported by mean
scores in the “disagree” range (2 on the Likert scale) for the following four items: “I rarely introduce new brands
and products t my friends and family.”, ¥l rarely fake chances by buying unfamiliar brands even if #f means
sacrificing variety.”, “I usually buy the same brands if they are only average.”, and *T would rather wait for others to
try a new brand than try it myself.” 1t is evident that when marketing products to college students, marketers must
understand their variety-seeking behavior,

While we note no significant gender differences in overall brand loyalty, a review of Tables 3 and 4 does
provide some tofevesting insight ingo product category specific differences. Looking at the percent of men and
women indicating that they are “extremely brand loyal” to their prefoired brand, we note double digit gender
differences in jackets/coats, cell phones, and MP3 players, with men reporting much stronger brand loyaity in each
case. For example, 42% of men report being extremely brand loyal to their preferred cell phone brand whereas only
26% of women do, Similarly, 46% of men report extreme brand loyalty to MP3 players relative to 31% of women,

When we further review selfreported buyer behavior, we reach the conclusion that the Millennial
Generation does report varying degrees of produet category specific brand loyalty, We surmised that college
students are brand foyal to higher price items, such as MP3 players and laptop coinputers. The higher price product
categaries were sneakers, laptop, boots, jacket/cont, cell phone, and MP3 piayers. From the resulis, we can see that
while 48 {71%) respondents indicated some degree of brand loyalty for sneakers. The mean numbey of brands
purchased, 2.19, indicates that on average two different brands of sneakers have been purchased within the last four
year, All other higher price items have a mean number purchased beiween 1,00 and 1,50, which suggests tbat
respondents have a higher degree of purchase loyalty and brand toyaity to these product eategories. However, we
must also acknowledge that the average useful life of some of these products may be longer than four years, which
would decrease the reported number of brands purchased in that period of time. The two highest priced items, MP3
players and laptops, have the highest degree of brand purchase loyalty with mean scores of 1,03 and 1.13
respectively, but this aiso may be a function of the product life...students may not repiace their laptops or MP3
players within a four year time frame. Looking at the overail brand Joyalty scores, we note the highest overall brand
ioyalty scores for MP3 players and cell phones,

The fourth hypathesis was college students are not brand loyal to commodity goods or supermarket items,
The product eategories were pum, candy, beer, cigareties, bottled water, chips, toothpaste, and deodorant. Gum had
a ynean number of brands purchased of 2.4, candy was 2.88, heer was 2,53, boitled water was 2.68, and chips was
2.97: these mean scores indicate college students are not brand loyal consumers of gum, candy, beer, bottled water,
and chips. Surprisingly, the preduct categories of cigarettes, toothpaste, and deodorant ali bad mean scores between
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1.00 and 1.50. Yt would seem that respondents have a degree of brand loyalty to personal hygiene items, as well as
cigarettes. College students enjoy variety so if an item is not expensive, is not as important to them, and is a
supermarket/commodity good, they appear more likely to experiment and try different brands. While they may
ultimately have a preferred brand, they seemingly do not have a strong attachment that translates into exclusive
purchase of the preferred brand. In fact, they are willing to try another brand. For personal hygiene itemns and
cigarettes, it scems that college student find a brand they like and remain loyal to it.

With regard to the final hypothesis, we note that the buying behavior of college students has not been
greatly affected by the economic recession. While others have clearly been affected and have changed their buying
behavior, the results show that college students have not greatly changed their spending or saving habits. Further,
the recession has not impacted the brand loyalty of college students either, Regardless of the perception of the
economy, there are no significant differences in the reported levels of overall brand loyalty. Additionally, over 60
percent of the sample stated they have spent over $200 on a single purchase in the last six months. While some of
that 60% spent that amount on critical purchases such as rent or bills, many have spent that amount on non-
cssentials such as shoes or tattoos. However, of those who responded that they have changed their spending and
saving habits, the majority were female: 66% of respondents who stated they have changed their spending habits
were female and 73% of respondents who stated they have saved more money than before the recession began were
female.

Based on our established definition of brand loyalty (Jacoby and Chestnut, 1978), the Millennial
Generation is not brand loyal. While many college students believe/perceive themselves to be brand loyal, their
self-reported purchase behavior suggests they are not, If they were truly/exclusively brand loyal, they would buy
only one brand per product category. Out of 68 respondents, there were only a few respondents who indicated that
they buy only one brand per product category. A lack of overall brand loyalty is further indicated by the Propensity
to be Brand Loyal Scale results. It is evident that many members of the Millennial Generation are not brand loyal
consumers and may in fact be variety seekers. It is also evident that unlike other generations, the Millennial
Generation is one that is not as concemed with their spending habits or saving money.

LIMITATIONS

Opportunities for future research are provided by various limitations of the study. First, a larger and more
diverse sample of the Millennial Generation is desirable. While we have a better understanding of college students
brand loyalty, we recognize that college students represent only a segment of Gen Y. We also recognize the sample
of college students used lacks racial and ethnic diversity, and has slightly skewed gender representation. Wealso
recognize the limitations of self-reported purchase behavior, Asking subjects to recall past purchase behavior has
the potential to induce bias, The use of actual point of sale data would be useful. Further, we recommend a study of
other generations as it will allow for a better understanding of what the brand loyalty characteristics of the
Millennial Generation actually mean, In other words, how might Baby Boomers or Generation X score on the
Propensity to be Brand Loyal Scale? We are making the claim that the Millennial Generation is not brand loyal
absent a direct comparison to another distinct group,
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MILLION DOLLAR CARD: BUILDING CONNECTIONS

David Bremser, Siena College
Krysta Pogge, Siena College
Saral Szewczyk, Siena College
Kathryn Ornellas, Siena College
Dr. Josepht McCollum, Siena Collcge

INTRODUCTION

For nearly eighty years Price Chopper has been a grocery market that is centered on customer service.
Price Chopper has focused on and helped shoppers that needed specialty foods, wanted hot prepared meals, and low
prices. In all the positives there is still one group of people that Price Chapper and fellow grocery stores have not
found a way to target. This group of individuals is college students. In the local arca alone there are about 50,000
college students that do not attach themselves to a particular grocery chain. Our group from Siena College has an
innovative concept that will help strengthen the ties to your future customers.

Our innovation for Price Chopper is the idea of using student identification cards such as the Saint Card
at Siena College or the SUNY Card used at The State University at Albany. As mentioned in the “Building
Connections?” theme statement, Price Chopper’s main goal is to “improve our connections with our consumers
through a better in-store experience.” In accordance with this we decided that you should implement this system
allowing students to use their idendification card to purchase goods at your store. It should be mentioned that your
competition, CVS, has already implemented this type of idea successfully with SUNY Albany and Siena. This
technology is also being used at CVS, St. Croix Tan, Subway, and many others.

We think this idea would attract not only college students who already shop at Price Chopper but it
would get the name out to the student body, as well as make them lifetime customers. Similarly, we think that other
colleges in the area including, but not limited to, Hudson Valley Community College, Union College, and The
College of Saint Rose, would be more than likely to add this program to their college ID’s.

Our business proposal includes the processes used at Siena College as well as SUNY Albany for
implementing the card program. In addition we have taken surveys to prove to you that if given the opportunity to
use their identification cards to purchase items college students would be more likely to shop at Price Chopper, Our
data backs up our mitlion-dollar title, and with implementation from other colleges we sce that number rising
rapidly.

We realize that this innovation only has a target market of college students but we believe this idea
would strongly attract them to your store as opposed to your competitors, We believe that the benefits far outweigh
the costs, if put into practice, that the cards would produce.

SIENA’S PROCESS

The process of linking Price Choppers system on the Siena College Saint Card is relatively simple
considering Siena handles all of the transactions on campus, at The Sicna College Saint Card Office, and does not
cutsource 10 4 third party. The Siena Saint Card Program is a licensor program in which community members of
Sicna College including students, as well as faculty and staff make an initial deposit of funds in a “Sicna Saint Card
Declining Balance Account.” The Director of Auxiliary Services and Procurement coordinates the process with the
vendor. After Price Chopper shows that they express an interest, our Student Senate votes for approval of the
vendor, and a contract is sent.

The general provisions of the card are stated in the contract and describe in detail the card and its uses.
“Upon the initial deposit, Licensor establishes an electronic account balance in the Participant’s name”. The
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Participant may then use these funds for purchases wherever the card is honored. Sales made by off campus
merchants are reimbursed to the Licensee, being Price Chopper, at the end of each revenue period, The licensee
must pay to the licensor a commission on the high bound of about 5%. The licensee must name Siena College as an
additional insured under the liability insurance policy. The licensee must provide a certificate of insurance to the
Saint Card Officc. The licensee may advertise and promaote its business through the Saint Card name only when
advertising has been approved by the Licensor, Price Chopper. Our ideas for advertising will be stated below under
a different title.

The sales procedures are as follows: first, the Siena College cardholder requests goods using the Siena
College Saint Card. At this point the cashicr totals the goods including tax and notifies the student of the amount to
be deducted. The cashier swipes the card in the terminal reader, Verifone Trans 330, or Trans 380 with printer. The
cashier then enters the amount deducted into the card reader, which sends the information to the Siena Saint Card
system. If the cardholder has sufficient funds the message APPROVED will display and a receipt will be printed
showing the total amount of the transaction. If there are not sufficient funds the message “insufficient funds™ or
“denied” will return on the card reader. If a message indicating the Siena Saint Card has been reported lost or stofen
the sale should be declined, this eliminates the problem of having no pin identification number when using the card.
Finally, any refunds should be issued back onto the card and therefore onto the account and not issued in cash.

The accounting procedures are as follows. Weekly reports will be sent to Price Chopper for reconciliation,
these reports are the basis of revenue paid. If there are any discrepancies in the totals Price Chopper must contact
Sicna College within three business days and the agreed upon adjustments will be processed in the next regular
payment following the date of agreement. Revenue during the most recently completed period, less commission,
will be mailed to the Licensce within five business days of the close of the revenue period.

We will recognize the cost of the Verifone reader, accounting procedures, and necessary training, in our
statistical analysis that follows.

ALBANY’S PROCESS

SUNY Albany is another one of the focal Universities that allow their students to use their ID cards at off
campus merchants throughout the area. They provide this service to students so that the university community can
have the opportunity to use it while promoting local businesses. The process for connecting Price Chopper’s systems
with SUNY Albany 1D cards is similar to that of Siena, but differs in that they use a third party to handle
transactions and system set up with the off campus merchant.

SUNY Albany uses the CBORD CSGold system for managing their University at Albany 1D card system.
They work with a company called Off Campus Advantage (OCA) to manage confracts with the off campus partners,
To be a participant Price Chopper would have to contact this company directly to express interest in joining the
program, OCA establishes a contract with the off campus company, provides the card swipe interface that connects
back to the SUNY Albany server, provides training and promotional opportunities, sets up the financial account with
the bank so the ofl campus company receives the money within 24 hours, and provides monthly financial
statements 10 the off campus company. The participating merchant will individually negotiate a fee with OCA for
their services.

After negotiation of contract details and commission the merchant will receive their rental terminal from
OCA if their terminal is not compliant, this should be a minimal cost if necessary. A student then has the ability to
shop at Price Chopper using their ID card. Once the card is swiped the information is sent through secure channels
to the OCA server, Their server then connects to SUNY Albany to check the students account and if the funds are
available money is deducted from account, SUNY Albany then sends this information back to QOCA and they link to
the merchant bank 1o deposit or credit the money generally at the end of the week,

STATISTICS & CALCULATIONS

In order fo address the value of the new swipe card system our team surveyed 164 students from the SUNY
Albany and 90 students from Siena College. Conservative measures were taken as the data was trimmed so that
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respondents that did not or would not shop at Price Chopper would not be included, Additionally, anytime data was
found we calculated the measure of error and subtracted it from the mean to find the low bound average. The results
are as followed:

1) Students were asked if they would shop at Price Chopper if they could use their swipe card. Of the 164 Albany
students that responded 133 said they would use their card as did 73 of 90 Siena Students.

Siena Price Chopper Shoppers

Albany Price Chopper Shoppers
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Siena and Albany Price Chopper
Shoppers

Albany

W yes

B no
Siena

2) Students were asked if they would shop at Price Chopper if they could use their swipe card and receive an
incentive. Of the 164 Albany students responses 148 said they would. Of the 90 Siena students 73 said they would.

Siena Students That Would Shop

Albany Students That Would Shop
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Siena and Albany Students That
Would Shop
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33 Students were asked how much they spend on groceries on a monthly basis, The trimined average low bound
mean of Albany was £49.48 and Siena was $34 per month,
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Through statistical analysis we find the following facts {for SUNY Albany):
*  The percentage of students that would use the card, if allowed, at Price Chopper = 81.7%
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=  The lower bound on the 95% confidence interval for the true population percentage that would
shop at Price Chopper with the card = 75.8%
The trimmed mean average grocery allowance = §56.07 per month
The lower bound on the 95% confidence interval for the true population average grocery
aliowance = $49.89 per month

This proposal to Price Chopper focuses on markefing to coliepe students in hopes that they will become
{ifelonp customers of Price Chopper. An analysis of this proposal finds that the cost of the proposal is celatively low
compared {o the potential revenue of the proposal if implemented.

Axn examination of the costs invelved in implementing the proposal reveals the following:

!y The commission for the process itselt is approximately 5% ol gross revenue from sales to college studenss,

Assumiing that Price Chopper, like many refail stores, builds in a credil card deduction ol approximately 4-

5% on items when figuring profit due to the cost of credit card processing, the commission cost of

approximately 5% for this proposal would actuatly be negligible. Another way to logk at the commission

charge is as a new credit card trying to open an account with Price Chopper.  For this presenlation fef us

assumne there are cwirently 24 credit cards being nsed at Price Chopper with an average commission rate of

2.5%. Then when you add the new card into the set to make 25 cards your new average becomes 2.6%,

Hence, we predict a decrease of 0. 1% on your profit margin.

2} While the proposal will require caghiers to use the new eard swipes, since cashier {raining already invalves
teaching cashiers abouf card swipes, there will be little of no training involved. Therefore, there are no
associated costs for fraining the cashiers.

31 A Price Chopper bookkeeper will have to be trained to balance the transactions fromn Albany to Price
Chopper every week. The cstimate monthiy cost for processing is $129 per bookkeeper, Assuming that
each month has 4.3 weeks. This is based on an estimated hourly salary {inclusive of benefits) of $30 an
hour for an aversge bookkeeper at Price Chopper, who will spend approximately one man hour per week
processing the trangactions,

Therelore, the cost of implementing this proposal is extremely low compared to the potential revenue for
Price Chopper. Please note that all figures used in the following scenario are based on the lowest estimates.
Therefore, actual implementation would result in even higher revenue than iffustrated in the proposal,

An estimated 75.8% of each of the class years of college students (approximately 3,000 per class year} at
the State University at Albany would use the card, meaning that approximately 9096 undergraduate students wouid
use the card per month, This does not include the thousonds of graduate students, faculty and staff who might also
take advantage of the card system. Assuming that each of the 9096 students spends an average of $49.90 a month
on items from a supermarket {once again a fow estimate) cach of the seven (7) months of the academic year, the
average student would spend $349.30 per year, Of course, this does nof take into account students who spend the
entire calendar year on campus, nor does it take into account additional students who are af home in the Capital
District during semester breaks and the summer who would be inclined to use the card as well.,

Simple math reveals that if 9096 students cach spend $349.30 per year wsing the card system, the intal
revenue from the card system would be $3,177,232 80, Deducting 5% for OCA from the revenue of $3,177,232.80,
which should already have a deduction for ¢redit card processes in if, the revenue stream from Albany would be
approximately $3,018,371.16, 1t is important {0 note thot currently only 30% of students shop at Price Chopper
now. This propesal, allowing students to use their card at Price Chopper, woutd inerease student use of Price
Chopper to 75.8%.

More iinportant than the revenue is the fact that the proposal is desipned fo foster links between Price
Chopper and these young adutts who may well become Price Chopper shoppers for life. Therefore, this proposal is
mueh more vafuabie than just the estimated revenue detailed above. Intended to Increase engagement with college
age students in hopes of developing partnerships and building community with these shoppers, a major benefit to
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Price Chopper of this propesal is that it enhances Price Chopper’s position within the community as it builds
customer loyalty for the future. The satisfied college student of today will become a Price Chopper shopper for the
next 60 years, in other words, for the next 720 months, if this proposal is implemented!

It should also be noted that if an incentive of $10 off every $50 spent for the first month of every semester
were offered to students, revenue for Price Chopper would achually increase since more students would be
encouraged to shop at Price Chopper. For cxample, two (2) months of the academic year would offer the above
mentioned incentive, and five months would result in the true revenue. Recognizing that Price Chopper would see
an increase in the number of college student shoppers, the fotal revenue would be $3,118,843.20. See the details
below:

2 months of incentives and 5 months of true revenue

an increased number of college student shoppers:
{88T)4)(3000)*(39.9)(2) = 849391.2 for the incentive months
9096%(49.9)(5) = 2,269,452 for the other months

Total revenue is 3,118,843.20 for the incentive program

This proposal would, of course, require Price Chopper to use two separate systems for each college, That is
why the focus of this proposal is to begin it in Albany where the largest concentration of college students in the
Capital District resides. Note that all estimates are based on that Albany population and it still increases revenue
dramatically. In addition, the card price swipe is extremely low compared to the potential revenue from this
proposal. Furthermore, to simplify the proposal, the card swipe machines could be limited to certain stores, say in
Albany, to begin with, and even fo certain checkout lanes as well,

CONCLUSION

This proposal is designed to not just increase revenue by attracting college students to shop at Price
Chopper stores but it is intended to engage college students as shoppers while building customer loyalty that will
result in increased customenrs in the future. We believe the college students of today will become the Price Chopper
shoppers of tomorrow. Se, in order to gain a competitive advantage we feel this service is a necessity to build a
better customer relationship with college students that will lead to stronger shopping bonds. We thank you for this
chance and would be happy to explain our findings in detail. There is clearly a lot of interest for this proposal and
we would love to present these facts for you.

SURYEY USED

General Information: (check one answer with an X)

Year of Graduation: 2010 2011 2012 2013 other:

Gender: M or F

Survey Questions:

1. Do you live on or off campus?
On__  Off
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2, Do you use your student ID card to purchase things at off campus businesses?
Yes No

3. Do you shop at Price Chopper?
Yes No

4. Would you shop there if you could use the bonus dollars on your student ID card?
Yes No

5. Would you be more likely to shop thete if Price Chopper added an incentive to students using their ID cards in
their store?
Yes No

6. How much do you spend for groceries during a month?
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HOW ALCOHOL AFFECTS A COLLEGE STUDENT’S
GPA

Thomas McMillan, Siena College

ABSTRACT

In my paper I will try to explain how alcohol, among other factors, affects a college students GPA. I obtained the
data by conducting a survey of one hundred and ten students at Siena College by randomly handing out surveys.
I will explain the regression results using the data I collected in my survey, to try to explain my hypothesis that
aleehol consumption will negatively affect a student’s GPA,

On college campuses throughout the couniry binge drinking is becoming more and more of a problem.
From my experiences in college I helieve that many students participate in binge drinking for many different
reasons. Some college students drink because they believe that it’s what everyone does, some drink to escape from
schoolwork, some drink to fit in, and others drink because they like to. T believe the problem when trying to
determine whether students at a particular institution binge drink or not, and how it affects their studies, is how the
data is collected. 1 belicve that students all have different perceptions about binge drinking, and their definitions of
binge drinking will most likely be different than the college’s definition. [ also believe that students are reluctant to
be truthful in studies performed by the college, and also believe that many of the students who do respond to the
survey do not fall inte the category of binge drinkers, T think that people who drink a lot do not even bother looking
al these surveys conducted by the college. From personal experience 1 believe that the studies are bias, and would
argue that the results obtained from the sample do not truly represent the population. Having said this I believe I
might have some biases in my analysis as well. Although one can strive to be objective, there is no snch thing,
Every person has things in their life such as background, family, schooling, and many others which create biases
within themselves, 1 handed out my surveys at the library, and tried as much as possible to be random about who I
asked to take the survey. However when handing out the surveys [ would see people I knew, and it was much easier
to ask them then a stranger to take the survey. I tried to be as objective as possible when conducting the survey, but
there may be some biases in my data, as with any data collected through a priinary source.

The first study I looked at was a study conducted by Harvard University which was the first national study
to look at the affects of binge drinking on a student’s performance in college. “The College Alcohol Study was a
study done by Harvard University to determine the affects of binge drinking on a student’s performance in school.
It was the first national study to track how widespread and harmful binge drinking had become on college campuses
throughout the nation. It put college binge drinking on the national agenda, where it has gained widespread public
attention ever since. Harvard has conducted three national surveys throughout the 1990s. They included roughly
18,000 students in 1993, 16,000 in 1997, and 15,000 in 1999 from 140 four-year colleges and universities in 40
states” {Binge Drinking on America’s College Campuses on Web at
http:/Awww . hsph.harvard edu/cas/Documents/monograph_2000/cas_mono_2000.pdf).

I am going to use the resulis of the Harvard study with a similar study done at Bucknell University, to help
me interpret my regression results. The article T am going to discuss was published by Amy Wolaver, who is an
economist at the University of Bucknell, in February of 2004 on Bucknell University’s website titled College
Students' Binge Drinking Affects Future Earnings, Bucknell Economist Find., The study was conducted by students
in the Health economics Class in the spring semester of the year 2000, The students sent out 512 anonymous
surveys 1o students that were randomly selected from the college directory, and 183 students responded. In her
study Amy Wolaver is trying to see whether or not a college student’s binge drinking will affect their future
earnings. It is relevant to my regression because she related the affects of binge drinking on GPA to determine her
results, and did so by running a regression. She compared her findings to a labor market study that showed there
was a positive relationship between college GPA, and the average earnings a college student has in their first job
after graduating from college. She begins her paper by talking about the data, and how there could be several
problems with it. The survey was taken at Bucknel] from the Bucknell student body, and they reported a 36%




response rate, She says that she hoped for a better response rate, and since it was low the information they measured
is not as precise as they would have liked it to be. She also says the responses to the questions could be biased or
untruthful, and researchers have reported that young adults tend to overestimate their drinking habits. However with
this study she believes that students might have underestimated their drinking habits because the students were
aware of a study Bucknell previously participated in with Harvard, which was a similar study ™ {Bucknell EC312
Drinking Study on Web at hitp://www. facsiaff buckneil.edu/awolaver/alcohol/data. him#Validity of the Data). After
the Harvard study a ten point plan was developed, and Bucknell adapted the ten point plan to address the issues with
binge drinking at the school. The primary purpose of the ten point plan was to discourage alcohol use and binge
drinking among college students, The plan uses education materials such as posters, and ads in the student
newspaper to get the message out {o the students. [ am not aware if Siena College follows the ten point plan, hut
similar to Bucknell, Siena does try to discourage binge drinking on campus. Siena discourages binge drinking
putting up posters, and reprimanding students who drink illegally on campus. Wolaver believed that because of the
ten point plan students may have underestimated the amount of alcohol they drink in the survey in the hopes of
avoiding further burdensome sanctions. The survey was also distributed afler house party weekend which is a
period of time where average drinking is increased, and house parly weekend can be compared to Sienafest at Siena
College where my survey was conducted. Since the survey was distributed after house party weekend Wolaver
believes “a recall bias could result that inflates students' memories of their typical drinking” (Bucknell EC312),
Before she begins to talk about the results she says this: “The sample slightly over-represents Greeks, whites,
women, and seniors, but with the exception of females, the sample averages are within a few percentage points of
the actual population means. Nonetheless, for the reasons outlined above, care should be taken in interpreting the
results given below” (Bucknell EC312), What she is saying is that she believes that the sample represents the
population well for the most part with the exception of females, since many of the students that responded to the
survey where females, but nonetheless the results should be interpreted with the possible problems with the data as
mentioned earlier in this paper.

With the exception of students either under or over estimating their drinking habits, I do not believe that 1
would have any other problems with my data. 1 told the students who took my survey that it was not a school
sponsored survey, and it was totally anonymous. The questions about how many drinks per night a student has on
average can be biased answers, simply because of the fact that it is hard for a student to remember how many drinks
they have throughout a night of drinking. Having said that I do believe students have a gencral idea about how
much alcohol they consuyme on a given night, and think that the data is relatively accurate, Also my survey was not
distributed after a weekend of unusually excessive drinking, as it was in the Bucknell study.

Before I begin talking about the results of the Bucknell study [ must first define what binge drinking is
according to the Harvard study, since this was the definition referred to in the Bucknell study, The Harvard study
defines binge drinking as follows: *“Male who consumed five or more drinks in a row; female who consumed four or
more drinks in a row at least once in a two-week period (Harvard Study). The data in the Bucknell survey was not
comparable with the data from the earlier Harvard survey because the “Harvard study bases the definition of binge
drinking on the respondent’s behavior in the two weeks prior to the survey, not the student’s usual reported
behavior” (Bucknell). The same goes for my study and despite the differences in the two studies, the results of the
Bucknell and Harvard studies were similar.

The drinking habits in the Bucknell study were determined by asking the students how many nights per
week they typically drink, and the average number of drinks a student has each time they drink. Before knowing
about the Bucknell study T also used these two categories to determine the students drinking habits in my survey. In
the 1997 survey 67% of Bucknell students were defined as binge drinkers according to the definition given by the
Harvard study. In comparison with my study only 1 student out of 110 that I surveyed reported that he drinks on
average of 0 nights per week with every other student reporting that they drink at feast once a week. Even the
student who reported that on average he drinks 0 times per week, he reported that when he does drink he has on
average 5 drinks, Since on average the student reported drinking on average 0 times per week I excluded him from
the binge drinking category. According (o the Harvard definition of binge drinking 99.09% of the students I
surveyed would fall into this category. Probably more than half the students that took the survey by chance happen
to be students that 1 know and whom [ know binge drink because | have seen them around and out drinking. 1 think
this statistic is not representative of the entire population especially since I only conducted a survey of only 110
students. The Bucknell survey came to several conclusions when analyzing their data. One of the first pattems that
they recognized was that binge drinking tends to start in high school and gradually increases from the end of high
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school, and throughout a student’s years in college. This is obviously not true for all students, but is a general
assumption that came from the data that was collected in the Bucknell study. Another conclusion that stemmed
from the Bucknell research was that the students, who consume the most alcohol on an average night, tend to drink
more often than students who drink less aicohol. This basically means that the heavier of a drinker a student is the
more frequent that student drinks, The Bucknell study also tries to determine whether binge drinking is correctly
defined by the Harvard study. The Harvard study defines binge drinking at 5 drinks in a row for men, and 4 drinks
in a row for women because they found that at these tevels of drinking is when problem for binge drinkers increase
such as missed class, hangover, blacked out just to name a few. In the Bucknell study the data was consistent with
the Harvard definition of binge drinking, as it found that the biggest increases in the fraction of students
experiencing most of the problems come at 3-5 drinks. The Bucknell study also found that as a student’s alcehol
tolerance gets greater their definition of binge drinking also cxponds. They asked students the number of drinks it
takes them to get drunk, and also what their own persenal definition of binge drinking was. The more a person
personally drank, the more drinks that person thought defined binge drinking. This was very interesting to me
because I think this is one of the major problems with binge drinking in college. T do not believe that most college
students define binge drinking as the Harvard study defines it. 1 personally believe that binge drinking is when
someone drinks more than as described in the Harvard study, but this is my own personal opinion. I have discussed
this with my friends as well, and they also think that binge drinking should be considered more drinks than as the
Harvard study describes. When comparing these conclusions to the Bucknell data it proves the idea that as alcohol
tolerance gets greater, so does their definition of it. The point made in the Bucknell study that I agrec most with is
the idea that most students overestimate how much other students drink, and feel more pressure to drink because of
these assumptions. Overall the Bucknell study tanght me a lot about this topic, and it was very helpful when 1
looked at my results

In my regression I had a sample size of 110 students from Siena College. I surveyed 62 men and 48
women, and this means the survey consisted of around 57% males and 43% females. 1 conducted a survey to collect
data about each student, and used this data in my regression analysis. The survey asked students their age, gender,
average nights per week they drink, average amount of drinks they consume each night they drink, average amount
of hours they study per week, high school GPA, and cumulative college GPA up to this point in time. College GPA
was my dependent variable, and the other questions asked served as my independent variables. I expected the
average nights per week and amount of drinks per night students drink to have a negative relationship on GPA, and
expected that the more a student drinks the worse they will do in school. I expected study hours and high school to
have a positive relationship on GPA, since the more you study the better you will do on a test, and if you had a good
high school GPA, it will most likely follow through in college. At first I ran a regression in Stata with only 80 data
points, 1 passed my Ramsey's test, but ran into problems with passing my heteroskedasticity test. Also the only
three variables that were significant were average nights per week a student drank, study hours, and high school
GPA. The Adjusted R squared was .24 which seemed low o me, and T wanted to see if [ could increase (he
Adjusted R squared by increasing my sample size. These are the results of the regression I ran with 80 observations.
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source 58 df MS Number of obs = 80
FC 6, 73) = 5.22
Mode 3.62531779 6 .604219632 Prob » F = 0.0002
Residual 8.44750243 73 .115719211 R-squared = 0.3003
Adj R-squared = 0.2428
Total 12.0728202 79 .152820509 RoOt MSE = .34018
collegegpa Coef, std. Err, t P>t [95% conf. Interval]
gender .0192244 .0892866 0.22 0.830 -.1587235 .1971723
age 077336 .0404812 1.91 0.060 -.003343 .158015
avgnightsw~k -.1067953 .0528452 -2.02 0.047 -,2121157 -.0014749
avgdrinksn~t -.0083129 .0096551 -0.86 0.392 -.0275556 .0109297
studyhours .0151966 .00592 2.57 0,012 .003398 .0269952
highgpa .5093101 .1563633 3.26 0.002 .1976785 .8209417
_cons ~.0443554 .8608565 -0.05 0.%59 -1.76004 1.671329
. summarize
variable obs Mean std. Dev. Min Max
gender 80 .525 .5025253 0 1
age 80 20.175 1.076504 18 21
avgnightsw~k 80 2.9175 780421 0 4
avgdrinksn~t 80 11.7125 4,803595 3 27.5
studyhours 80 12.6 6.869673 2 40
highgpa 80 3.3535 2605646 2.7 3.9
collegegpa 80 3.0165 .3909226 1 3.61

. estat ovtest

Ramsey RESET test using powers of the fitted values of collegegpa
Ho:; model has no omitted variables
F(3, 70) = 1.57
Prob > F = 0.2042

. estat hettest

Breusch-Pagan / Cook-wWeisberg test for heteroskedasticity
Ho: Constant variance
variables: fitted values of collegegpa

chi?2 (1)
Prob > chi2

8.77
0.0031

i

To try and get rid of my heteroskedasticity problem, 1 handed out more surveys, and increased my sample
size to 110, I thought this would be more representative of the population, and when 1 increased my sample size |
passed my heteroskedasticity test. Since I did not use time series data, and 1 did use primary cross sectional data,
these were the only two tests [ needed to run in Stata. My Ramsey’s test came back with a Prob > F = 0.1134 which
is above the designated alpha of .05 so I do not reject the null hypothesis which states that iny model has no omitted
variables. My heteroskedasticity test came back with a Prob > chi2 = 0.6677 which is also above the designated
alpha £ .05 so T do not reject the null which states that my model has constant variance. Tdid not see any evidence of
multicollinearity in my regression results since a majority of the variables were significant, My regression results
can be geen below along with Summary Statistics about the data I collected.
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Source SS df MS Number of obs = 110
F( 6, 103) = 16.91
Mode 4.85930903 6 .809884839 Prob » F = 0.0000
rResidual 4,93161849 103 .047879791 R-squared = 00,4963
Adj R-squared = 0.4670
Total 9.79092753 109 .089825023 Root MSE = ,21881
collegegpa Coef, std. Err, t P>t [95% conf. Interval]
gender ~.0379625 . 0489357 -0,78 0.440 -,1350149 .05909
age .0266743 .0230658 1.16 0.250 -.0190712 .0724197
avgnightsw~k -.0624276 0287501 -2.17 0.032 -.1194467 ~.0054085
avgdrinksn~t -.0108527 .0050264 -2.16 0,033 -.0208215 -.0008839
studyhours .0093499  .0033448 2.80 0.006 .0027162 ,0159836
highgpa .5361685 0771378 6.95 0.000 .3831838 .6891532
_cons .9569257 .5048098 1.90 0.061 ~-,0442454 1.958097
. summarize
varijable obs Mean 5td. Dev, Min Max
gender 110 .5636364 .4982036 0 1
age 110 20.21818 . 9989152 18 21
avgnightsw~k 110 2,971818 .7651985 0 4
avgdrinksn~t 110 12.62727 5.099216 3 27.5
studyhours 110 13.20909 6.518281 2 40
highgpa 110 3.298909 .296036 2.5 3.9
collegegpa 110 3.044545 .2997082 2.2 3.61

. estat ovtest

Ramsey RESET test using powers of the fitted values of collegegpa
Ho: model has no omitted variables
F(3, 100) = 2,04
Prob » F = 0.1134

. estat hettest

Breusch-ragan / Cook-weisberg test for heteroskedasticity
Ho: Constant variance
variables: fitted values of collegegpa

chi2 (1)
Prob > chiz

Final regression model;

0.18
0.6677

[

Out of the 6 variables | included in my regression I found 4 of them to be significant. Gender and age were
not significant variables according to p values, but the other variables were significant and include average nights
per week the student drinks, average drinks per night when a student drinks, average hours per week a student
studies, and high school GPA. As expected there was a negative relationship between the number of days per week
a student drinks and drinks per night, and there was a positive relationship between study hours and high school
GPA, The alpha used to determine whether or not a variable was significant or not was .05. Gender had a p value
of .44 and age had a p value of .25, These 2 p values are above the alpha of .05 making these variables not
significant in the model. The average nights per week a student drinks had a p value of .032 which is lower than
alpha making it significant. When the average nights per week a student drinks increases by 1 night the students
college GPA decreases by 0624, The average drinks per night a student consumes had a p value of .033 which was
lower than alpha making this variable significant. When the average drinks per night a student consumes increases
by 1 drink then the student’s college GPA decreases by .0109. While this might not seem like that big of a deal you
have to take into consideration that GPA is only measured out of 4, which makes these small changes in GPA
significant, Study hours had a p value of .006 which is lower than the alpha of .05, making this variable significant
as well, When the average amount of hours per week a student studies increascs by one hour the student’s college
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GPA will increase by .0093. High school GPA had a p value of .000 which is lower than alpha and the closest to O
making this variable the most significant out of the 4. When a student’s high school GPA increases by 1 unit the
student’s college GPA increased by .5362. My adjusted R squared is .467 which means that 46.7% of the variation
in college GPA can be explained by this model. It is no surprise to me that high school GPA was the most
significant of the variables in the model because the better a student’s high school GPA, the more likely the
student’s college GPA will he. Basically if a student had a good GPA in high school one would assume that the
student has good study habits or is smart, and this would translate into college, and the same is true of the opposite
that bad study habits or failure in high school would translate into college. What interest me most about my results
is the relationship to be considered between study hours and average nights per week a student drinks. Ifboth were
increased by 1 unit the average nights per week a student drinks has around 7 times more of an impact on GPA than
study hours. One would tend to conclude from this observation that drinking one less day per week would almost be
as if the student was studying for 7 extra hours a week. This is very inferesting especially for students who have
problems in school, but do not want the burden of doing extra work to get better grades, and are satisfied with their
current GPA, All the student would have to do in most cases was to drink one less night per week to start seeing an
improvement in grades.

In conclusion, I found that alcohol consumption negatively affects a student’s GPA. Binge drinking is seen
as a serious problem to many people on college campuses, and it is affccting student’s performance in school. 1
believe that colleges are trying to increase awareness about binge drinking on their campuses to try and discourage
it. The more aware students become about how drinking affects their GPA I believe that it will encourage students
to binge drink less often.

Appendix: Contains Regression Results, Specification Tests, Scatter Plots of Significant Variables, and the Excel
Data for my Regression
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source 55 df Ms Number of obs = 110
F(C 6, 103) = 16.91
Model .85930903 6 .809884839 Prob » F = 0.0000
Residual .93161849 103 .047879791 R-squared = 0.4963
Adj R-squared = 0.4670
Total .79092753 109 ,089825023 Root MSE = .21881
collegegpa Coef,  std, Err. t P>t [95% Conf. Intervall
gender .0379625 .0489357 -0.78 0.440 ~,1350149 .05909
age .0266743  .0230658 1.16 0.250 -.0190712 0724197
avgnightsw~k -.0624276  .0287501 -2.17 0.032 -.1194467  -.0054085
avgdrinksn~t -.0108527  ,0050264 -2.16 0,033 -.0208215 -.0008839
studyhours .0093499  .0033448 2.80 0,006 .0027162 .0159836
highgpa .5361685 .0771378 6.95 0,000 .3831838 .6891532
_cons .9569257 . 5048098 1,90 0.061 -.0442454 1.958097
. summarize
variable obs Mean std, Dev. Min Max
gender 110 .5636364 4982036 0 1
age 110 20.21818 .9989152 18 21
avgnightsw~k 110 2.971818 . 7651985 0 4
avgdrinksn~t 110 12.62727 5.099216 3 27.5
studyhours 110 13.20909 6.518281 2 40
highgpa 110 3.298909 .296036 2.5 3.9
collegegpa 110 3.044545 .2997082 2.2 3.61

. estat ovtest

Ramsey RESET test using powers of the fitted values of collegegpa

Ho:

, estat hettest

F(3, 100)
Prob > F

model has no omitted variables
= 2,04

- 0.1134

Breusch-Pagan / Cook-weisberg test for heteroskedasticity
Ho: Constant variance
variables: fitted values of collegegpa

chi2(1)
Prob > chi2

0.18
0.6677
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SIENA / GSCA PARTNERSHIP FOR SUSTAINABLE
CHANGE: DATABASE MANAGEMENT SYSTEM

Kimberly DeFilippo, Siena College
Kristin Scheifinger, Siena College
Alicia Novak, Siena College

Class: Organizational Development & Change, MKMG 425 with Dr. Thurston

Community Partner: Grand Street Community Arts (GSCA) — Albany, NY

PROJECT DESCRIPTION

Our goal in working with GSCA was to devise a change plan and recommend a course of
implcinentation for a new database management system. In order to find a solution most appropriate for
this organization, we took responsibility for researching and providing information on various database
applications, Those that we considered are E-Tapestry, Metrix, Organizers’ Database (ODB), Microsoft
Access, and BasicFunder Premier, We also looked into partnering with Siena’s Management Info Systems
(CSIS114) course fo have students build and install a custom database at Grand Street. This project
required us to hold several meetings with our community partner, conduct a survey on database user
preferences at GSCA, present scheduled deliverables, and propoese our findings through a PowerPoint
Presentation.

REFLECTION

This project really showed us how creativity and “thinking outside of the box™ can propel an
organization into the future. Tt allowed us to develop further interest in non-profit organizations, and
helped us to appreciate the constraints (i.e. financial and legal) that they have to operate under. While
putting our management skills to work, we gained invaluable cxperience by helping a good causc and
taking part in a rcal worid application. Nothing could have been more gratifying! Our project was
important te Grand Street Community Arts because our efforts not only helped to promote awareness for
their orpanization, but alse provided them with feasible methods of organizing their data and gaining
internal support for this new initiative.

FUTURE

This project has prepared us for the future because we now have experience in developing a
feasible change plan for an existing organization. We have a better understanding of how to analyze a
company’s needs, and how lo present recommendations in a compelling and professional manner. By
completing this project, we have applied concepts from several of our Siena classes (i.e. Organizational
Behavior, Consumer Behavior, Management Info Systems, etc). Lastly, this semester long assignment has
enhanced our public speaking skills, as well as stressed the importance of ethical consideration for those
with different backgrounds and needs.

5" Annual Siena College Student Conference in Business
April 16, 2010




KPM DELI: MARKETING PLAN

Peter Oliveri, Siena College
Michael Fernandes, Siena College
Kyle Hudson, Siena College

SYNOPSIS

A marketing plan is an important tool used by marketers that forecast all the marketing activities that a
specific organization will go through during a future time period. Marketing plans are used by big company
executives and venture capitalists alf over to decide whether they should invest in a new start-up comnpany. The
marketing plan lays out the future projections of a new, startup company, From the marketing plans, rich company
cxecutives witl decide if certain busincsses are going to succeed or fail if money is invested it. Thousands of
marketing plans a year reach these venture capitalists, but only a select few that appear from the onset to have what
it entails to succeed will be given the chance. Marketing plans list and discuss the following topics related to a
business’ future:

« A good marketing plan identifies and discusses a business’ target audience and purpose. A marketing plan
is only successful if it is able to convince a person {or firm) that they are worth investing in. It must clearly
explain and project what will happen to the business in the future and that it will not only succeed, but also
be profitable for the investors. The investors need a solid incentive to buy into the future business.

s Aninvestor will only trust a company if they know what exactly is going to happen with their money. If a
marketing plan is able to gain and ensure an investor’s trust then the investor is more likely than not going
1o invest in the future of that business. Investors need to know what kind of business that they are getting
into. A marketing plan needs to convince an investor that they are making a smart choice and they will be
rewarded in the future.

»  Marketing plans will only be successful if it is followed thoroughly. Most itnportantly, the plan needs to be
followed when it comes to its strategic planning and financial objectives.

s The structure of one's company especially ours, Is indicative for success, By having implied structure in
ones company, one can see organization and direction. This wiil no doubt create a competitive advantage,
when thinking in a long-term perspective.

e It is important to think of our success in two stages: short term vs. long term. We cannot get carried away,
when Tt comes to projecting long-term goals in a short term period. Our company must be confident with
our product and let positive word of mouth do the rest.

«  Atthe end of the day, it is all about comniunity brand equity. There are over 50 delis in the local region-ail
amazing, all offering unique services, It is our job to have our own distinct niche, have excellent
service/products, keep customers’ waiting to a minimum, an develop a core following. The rest is in the
hands of our community.

« It is important to stick to our mission statement. Those are our core beliefs. To deviate from our core values
and mission statement would be turning our back on the fabric of our being. This can perhaps produce a
negative sense of brand personality, when one thinks about KPM Deli.

COMPANY DESCRIPTION

KPM Deli was established by Michael Fernandes, Kyle Hudson and Pete Oliveri in the early 1990’s.
Growing up in Colonie, New York our whole [ife, we were disappointed to see the same type of deli in the region.
This consisted of busy lines, un-interested workers and a disconnected environment. When we established KPM
Deli, Michael, Kyle & Peter wanted to change the status quo of delis around here. First and foremost, our deli will
open the earliest at five in the morning, for a specialized breakfast menu consisting of fresh pastries, home-styled
egg assortments, pancakes and even crepes. In addition, we instill vigorous tests for our employees where they will
have to have knowledgeable experience about OQUR products. No longer will customers feel as if they're just a
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number. Our workers will know all about our products, when certain products will be in stock and who is working
when. Consequently, we will pay our employees ten dollars an hour and enly expect them to work to 3 p.m.

At KPM Detli, we do not expect high efficiency out of our employees for twelve hour shifts. As a result, our
deli will be open from 5 a.m-3 p.m, and workers cannot work more than five hour shifts. This is to ensure fresh,
attentive and happy employess to our customers, Every Thursday night, the three founding fathers of KPM Deli
will provide free food to our employees at our “weekly meeting”. Participating will be mandatory, but it will only
due to our dedication to our customers, At this meeting, we will have our employees express their concerns, suggest
new products and perhaps offer additional avenues our company can go into (like spensoring Little League events).
We fecl that this is the true meaning of a democratic cominunity, where the owners have just as much say as our
employees. At KPM, our employees are just an extension of us; they are our family and we truly care about their
voice.

Even though we have been around for a while, I would consider us an up and coming organization. We
have been blessed to receive many awards with local newspapers for our quality products and expert services, Qur
company is also looked at as a staple for preducing many community happenings, which includes little league
teams, plays, and catered town meetings. We have a lot of small time success now; we can smell the number one
spot!

Qur company will try it’s best to only import products from the community (this includes Troy,
Schenectady and The Capital Region area). This includes our pastries, meats, and dairy preducts. At KPM, we feel
that it is only right to give our money back to the local industries that have supported us close lo two decades. In
addition, our products will be as cheap as possibie; our food/beverages will not be ever-priced compared to some of
our competition (Bruegger’s Bagels & Genoa Imports), We understand that our community is aftluent, but we are
not trying to rip off the heart of our company-the customers. Yes, this is a business, but we want to be different.
We're confident that if you have some of our best meats & products at a cheap price, than you will gladly come back
for more.

MISSION/PHILOSOPHY

Our mission at KPM is, “We pride ourselves in helping our custemer’s start off their day with a well-
balanced, healthy meal with great quality at an affordable price.” This inission of our company has been consistent
with our ways of business since 1991, when we started KPM Deli. We want to be the first thing “Jimmy the
Trucker” or “Pete the Plumber” sces when he wakes up for his shift in the early hours of the morning. We feel that
it’s important to be ready for the needs of all our local workers in the community with fresh coffee and whatever
breakfast goods they desire. This type of attitude extends to the lunch time, where workers on their break can get the
same, consistent service he/she received just six hours before. Consistency=long-term success.

Core Values

Respect for our customers, Pride for our meats, and Determination for the service to our amazing
customers.

Goals

We have a few, consistent goals of our company. To evaluate the possible success or failures of our
company, KPM will wait to the end of the year and diagnose the situation properly. These goals are as followed:

% 90% Customer Satisfaction (We will give our beloved customers” a survey at the end of the year
for a free sandwich, so that he/she has incentive 1o fill out our questionnaire).

¥  Steady increases in revenue after expenses our accounted for.

For our company to be mentioned in one of the local newspapers or magazines, as having an
amazing product or amazing service.

+ To have a high turnover for our employees (having to train employees at a high level is expensive
and time consuming).

% To have the ability to donate to multiple organizations, conununity partners and good-will
associations.

Core Competencies
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When we think about core competencies or what our company does better than our competition, KPM can
deduct the following:
% Our employees’ expert knowledge of our products, whereas our competition may not be familiar
with their own stores’ goods.

% Our ability to be open before all other companies (We open when it’s dark out, and prepare for our
customers even before they are awake).

%  Our products’ are fresher than the competition (import new goods every shift) while being more
affordabie than the rest {the average Genoa sandwich is $6.50 compared to ours at $5.50).

% Instead of spreading out our menu, we just focus on breakfast and lunch. Thus, we can have more
diverse combinations of products sold during this time, which gives our customers’ more options
than the rest.

% Our ability to be actually connected with the community, We will promise our customers’ to
donate to as many/more than “community organizations” as our competition.

The Complexity of our Industry

The deli industry is much like any other market in the Capital District. Tn order to be a staplc in our
company, we needed to research the “average customer”. The recession that took effcct on the American famnily has
had dire consequences on the deli market. After 2006, it was reported that the typical customer visits their local deli
3.6 titnes per month! That is less than once a week. In order to have repeat purchases, we need to make sure that
cach customer’s experience with KPM Deli is unique and mnemorable, At 3.6 times per month, KPM Deli has no
room for error with unnecessary things like getting the order wrong or not listening properly to our customer’s wants
{poor servicel!tl).

The average patron of a specialty, premium deli such as ours is, well-traveled, educated and has a higher
than average income. This is good for our loeation since the average incoine for a Colonie, New York family is
$63,822, way above any other area around here. However, these affluent customers” want fresh food and require
proper service. The typical deli customer has changed since the end of the 20" century. Instead of having rich, fatty
foods, the average customer wants specialty products. This includes organic, natural foods that have rich
components that are good for one’s health. These goods also have to be readily available for one’s convenience. All
of these components described above are indicative for repeat purchases.

Strategic Focus & Plan

Strategic Stalement from KPM

In our research, we have found out that strategic planning is the formal consideration of an organization’s future
course. All strategic planning deals with at least one of three key questions:

"What do we do?"
"For whom do we do i7"
"How do we excel?"

At KPM, we truly believe that all these questions have a solution that is customer-centric. When asked,
“What do we do?”, our company can say that we provide a pretnium service for our customers. We do this service
for our customers® satisfaction, so that he/she can feel confident making us the deli to go to 3.6 times/inonth. To be
perfectly honest, our company can feel that we excel internally but unless our customers’ feel the same way, it is
useless. The only way 0 measure true gains of success is to, see how our customers” feel about us.
Focus
< To stay true to our roots: we are independently owned, local business, serving the needs of those
who are interested in a premium deli.
% We must pride oursclves with customer satisfaction, through speedy but ACCURATE service.
% Since we are a local-based organization, we must give back to the community through sponsering
local cvents.
% Our focus is to be atientive to our customer needs with our chailenging standasds for employees.
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% Our focus is to have such impressive, such fresh products (pertaining to breakfast & hunch meals},
that,. . KPM is the only way to go.

Planning Process

It was once said that, “The planning process is never "done" -~ the planning process is a continuous cycle
that's part of the management process itself.” At KPM, we cannot agree more. Our strategy is constantly evolving to
our customers’ needs. If our local workers’ come in the morning and want more variety in their coffee choices...so
be it. The only job we have, is to position ourselves as a company that is so close with it’s customers that he/she
does not have a problem in approaching us, We have to dual-task! While making one’s meal, we must ask how their
morning is going, what hie/she is going to do today, or give them a personal anecdote. Being friendly and open to our
customers’, shows that we have no problem in curtailing our products to meet their personal needs. That’s how it
started in the 1950’s; that is how it has to be now.

Organization Strocfure:

At our company, the following roles must be enacted for our company to truly tap its potential. This will

ensure success to our cmnpany for thc nex! three to five years (long term goais descrlbcd above)
: ' - : "Mlchael , Kyle and Petf:' ‘
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Non-financial Geals

To refain its customer-centric appeal, with its ties to the community.

To enter into new markets, such as Troy & Schenectady, where our product is so good that he/she

doesn’t matter the trip.

To start distributing our own brand of deli meats, cheeses, & breakfast goods.

To be regarded as one of the top three deli’s, with implications of being number one by 2012.
Financial Goals/Projections

~ e 1

To obtain a growth in earnings of 7% per year, with implications of 13% gains by 2014 (five
year projection}

#  To obtain a return on equity of 18-22%.

4  To donate $2,000-$3,000 back to the Colonie community,

Break-Even Analysis Five Year Projections

We will need to see $650,000 to break even in one | To be the number one deli in the region
year

We will need to sce at least $800,000-5850,000 in | For gains up to 10% by 2014
revenue (with $200,000-5250,000 in profit) to
reach some of cur five year goals,

We will need to finance our ovens ($75,000) over | Number one deli by 2014.
ten years to keep cur expenses attainable, For all
equipment over $20,000, we will finance the
produet over an allotmnent of years, In addition,
we will look for advanced ways to keep our
equipment down and workers happy

Competition in the Local Deli Market

Business Location (Al listed as being in Albany, even
though they differ within hamlets)

Deli Warehouse 71 Fuller Road

Subway 155 Wolf Road

Honey Baked Ham 69 Wolf Road

Wednesday's Deli 131 Wolf Road

Maurice’s Delicatessen 1814 Central Avenue

Leaners Deli 4 Palisades Dr# 113

Sahara Deli 98 Wolf Road

Bumby Bakeries Inc. 71 Fuller Road #6

Amici’s 19 Aviation Road.

Market Product Focus

Target Markets- Our community is affluent, so trying to target certain income demographics would be useless (since
most have the same level of high income). We rather want to target DIFFERENT types of individuals

Who Why

Working Adults We want the plumbers, roofers and physicians to
come to our deli early in the morning for a cup of
coffec and some fresh breakfast, We want these
working adults to also come back during their lunch
break, another specialty of ours. They can also refer
us to many of their working buddics!

College Students ‘We want college students to come to our
establishment on the way to classes in the mornings
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{commuters, specifically) who do not have a meal
plan. There are so many deli’s, but if we establish
positive word of mouth with college students...we
can be their deli

Everyday Community Patrons When mother’s drop their son/daughter’s off at
school, they can come in for the freshest and
healthiest goods.

Senior Citizens It is no secret that the elderly arc up as carly as we

are, so why not target them, We have a very
personal setting in our store, where it’s normal for
the elderly to read the paper and sit down for as
long as they want.

By definition, a target market is “one or more specific groups of potential customers toward which an
organization directs its marketing program.” At KPM Deli, we have decided that our so-called ‘target market” will
be every consumer. We feel that we do not want to focus or center on one specific target group but rather as many
consumers or custormers that we can in our region or area of business, Therefore, after establishing our target market,
we were able to come up with our ‘Marketing Mix,” which is more or less the set of controflable factors that we as
marketers are able to have control of and use to our advantage in trying to inarket cur product to the overall
CONSUMET.

As just mentioned, we have selected and identified our target consumers, and now our next step in the
process is to identify and then ultimately to satisfy our consumers wants and needs, Thus, we at KPM Deli must
create our marketing mix fo develop our marketing program. As Professor E, Jerome McCarthy first referred to
them, we need to identify the four P’s: product, price, place and promotion. We can use these four factors to develop
our marketing program to better reach out fo our consumers and satisfy their needs and wants to the best of our
abilities. A more detailed look at our marketing mix follows:

Product

Our product line consists of different varieties of breakfast and lunch foods. We sell most every breakfast
food from biscuits and bagels, to muffins and scones, and even some breakfast sandwiches with eggs and bacon. We
also offer satads and Danishes. For lunch, we offer our consumer various hot and cold sandwiches, from a juicy
hamburger io a BLT to a Philly Cheese Steak, Our products are moderately priced and comparable to our
competition. We prepare each and every order with the same carc and cxpertise, whether it is the first meal of the
day or the last. We use only the finest products for our meats which we buy from Boar’s Head, a leading meat
vendor with an outstanding reputation.

We carry over our mentality for our meat products to the rest of our other products, We buy only the best and
healthiest foods for customers, whether it is our eggs or breads or greens. We value our customer above all else,
because without them we would not have a business. While some companics have a particular need for packing and
labeling to help differentiate and scparate themselves from their competition, KPM does not necessarily [eel that
packaging is of a major concern to our business. However, we do not totally write it off as useless. We provide take-
home bags for our customers with our logo on it, and along with each bag we give customers a free menu to take
liome 1o serve as a reminder.

Price

Our products at KPM Deli are priced very fairly and comparable to our competition. Sandwiches between
$5-87 are at the optimal level for our business, Aside from the fast food indusry, who charges less for a breakfast
meal, you will not a find a better value for your meal. McDonald’s has cheaper items but at a significantly lesser
value, That is why we are able to still maintain profits and be successful, by offering the highest quality at an
affordable price, Other competitors like Genoa Importing Co. also have a high quality and value but they sell their
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sandwiches at $8. We feel that charging our products a little below them will allow us to draw more consumers
away from them, especially for the consumer who is a little more money-conscious than the average person.

Growth Strategies

A growth sirategy is a strategy that is focused or centered on investing in a product or a market in general
that is growing at faster rate than normal markets, Growth strategies are different from other business strategies
because they have the potential to give better outcomes in the form of overall capital gain. Growth strategies allow
for an exponential increase for a certain company, providing those companies with a distinct competitive advantage,
which is what every business and company is constantty sceking. Here are a few examples of growth strategies.

Diversification A diversification growth strategy is one of the more
risky and therefore higher potential for reward strategics.
Markets and products in this category are still unproven
as to whether they can and will succeed. There is no data
or predictions to fall back on and it something goes
wrong, therc is no way to know how it will end.
However, if the new product or market takes off, then
the company or business will see an enormous benefit
and will generate huge profits.

Product Development A product development strategy is one where a company
or business attempts to enter a new product into an
existing and familiar market, Businesses use this method
when they are comfortable with a certain market and
know how the market will react because of their
extensive knowledge in that specific market. However,
this does not always mean success because there is no
telling how the new product will react in that market.

Market Development A market development strategy is the opposite of a
product development strategy. In a market development
strategy, a business will take an already successful
product and try to test it in an entirely new market. A
business wil| do this when it feels that there is potential
for expansion into a new market and that they believe
that it can succead in the new market, If it is successful
in the new market, then profits will increase greatly. If it
does not, then the business can simply pull out of the
new market and retuin the product to its already proven
market.

Market Penctration Market penetration strategies are different from the
preceding strategies in that they possess already existing
products in already existing markets, The question ol
whether the product will succeed is not relevant because
the business is not trying anything new because the main
goal is to increase market share, not the number of
markets or products. A market penetration sirategy
focuses on repeat customers, and seeks to gain customer
loyalty and retention by adding new and different
incentives to repeat customers to increase brand loyalty
and gain as big a competitive advantage as possible in
that specific market.

Points of Difference
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In my rescarch of the competition, it is easy to deduct that deli’s in the Capital Region are a dime, a dozen.
Tnt fact, 17| were to list off my direct competition in a table, I could casily name a hundred delis in a twenty mile
radius. So what is KPM going to do to separate itself from the rest?

First and foremost, we are going to be a health conscious deli. This includes all-natural, grade-a deli meats,
with no preservatives. We will also offer health conscious beverages like Fuze, Vitamin Water & Odwalla. Our deli
will also offer organic preducts and will have a vitamin section for those who are interested in that avenue. Sure, we
will have pastries but our deli wants its customers to live long & live happy,

Our second point of difference will be the quality of our employees’ service. When hiring the people at our
deli, we took a “Geek Squad” approach to our service. Yes, we will pay them more than one’s average deli
employee, but a lot is expected out of them, They will also have to go through a two-weck training period to see if
they can handle the KPM “environment”,

Lastly, we will separate ourselves, specifically with our breakfast menu. The days of having bacon egg and
cheese are over for our company-that can be for our competition, When our customers’ wake up in the moming,
they deserve a diverse menu full of variety. This is why we will offer as many coffee choices as Dunkin’ Donuts, as
many bagel selections as Bruegger’'s and as many breakfast choices as IHOP. The problem with many delis when it
comes to breakfast goods, is that it focuses on five variations of a breakfast sandwich; this is an egg sandwich with a
combination of either bacen, cheese, sausage, ham and hash browns, At KPM, all of these choices are possible but
we will also offer crepes, chocolate-chip pancakes, waffles, and custom omelets. Breakfast is the most important
meal of the day. While our competition might want to offer the same, vanilla choices-we will change the mold.

Segmentation

KPM Deli will see the needs of customers and constantly strive to meet their expectations, However, KP'M
has segmented itself into a highly competitive market. Tn this area, there is a deli every other, What is KPM going to
do to survive in this highly competitive market? It must have products that are guilty pleasure items as well as
health-conscious ones. We must segment ourselves to both types of customers. Finally, we must segment our market
into the needs of our working community. This is accomplished by providing unique and innovative menu items in
the breakfast and lunch.

Product Positioning
We will position our market as the following:

» A market that is unique and different from the rest.
» A deli that offers premium products at a highly-affordable prices.
» A community deli that will not sacrifice its values for the gains of a rouge corporation,
» A deli that has whatever you're craving (as far as breakfast/ lunch is concerned),
» A deli that starts you off right in the morning and gives your body the essential nutrients
that it needs to have a successful afternoon.
» A deli that has expert service, with friendly and knowledgeable worker employees.
SWOT Analysis
Internal Factors [Strengths _ Weaknesses
Management Experienced and friendly staff, Family owned Small staff size, making the possibility of
making for a home like environment, cxpansion tough.
Offerings Higﬁmqua!iiy products, made with the freshest Some low quality products that may not be
ingredients for guaranteed satisfaction, health conscious.
Marketinéw 7 [Well known in town, and we have builta quality {We have only one location, and we are not
reputation with the locals. known by many.,
Personnel Great, hard working employees, who are seton  [Mostly family members, with some outside
delivering a high quality product/service, help. Lower level workers need more training

to gain upper management experience.
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Finance

Currently in our highest revenue frend since

opening, arowth

Smail size of the company may restrict financial

when compared to other competitors

with multiple locations.

Manufacturing

'We gather our resources from high quality Toed
distributors. We offer a wide selection of

ﬂf-ellougll storage room to hold large amounts
of ingredients, so shortage of supply happens

sandwiches, subs, wraps, salads, etc. often,

External Factors  [Opportunities Threats

Consumer/Social Delis are popular ncar college campuses. Likely fo be a [Prices may be high for some and it may
stable market, and the local population is looking for  {limit customers. Consumers are always
quick and convenient meals, looking for a bargain,

Competitive Home-style atmospherc makes for a relaxed Many competitors nearby who offer
environment, o similar products.

Technological INew computer sysiem (for financials), and high quality [Many larger competitors update
meat sticing machines. iechnology frequently.

Economic Convenience is a big factor for the local More consumers are going to
consumers. Many are able to afford prices due fo the  [“Subway” and “Mr. Sub”, Eating home
upscale area, is becoming more popular.

Legal/Regulatory  |[FDA approved facility. Many small businesses are starting to

be bought out by franchises.

STEEP Explanations

Social Popuiation Trends and characteristics of the region
look as if the people would like our morning-
afterncon market/deli. People want fresh coffee to
start them off right.

Technological We feel that we should always seek the fastest and
most cutting edge technology to get our orders out.
This will create a sense of brand equity, which will
keep our customers’ coming back for more.

Economic All economic treuds point to people wanting to eat
home and not have to deal with the high prices of
eating out. It is our job to ensure repeat purchases
with excellent service.

Environmental There is not much analysis in this department,
besides having recyclables ready and re-usable
Cups.

Political Once again, there is not much analysis here BUT we
will have current newspapers and fliers
demonstrating who is running.
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In our favor, internally is our experienced and friendly staff that is dedicated to providing you with an
enjoyable, yet relaxing experience. Qur high quality products provide consumers with the satisfaction that they are
looking for in a deli. We have built a strong reputation in the surrounding area, and we are known by many of the
locals; this can provide benefits in the hoping that word f inouth will spread the awareness of our company, Our
hardworking employees have helped put us into the peak of our revenues since our opening, and we will continue to
work hard to bring our consumers a wide variety of nothing but high quality meals. Our favorable external factors
include our prime location (located in 2 wealthy town with Siena College a short distance away), we provide a
home-style atmosphere making for a friendly and relaxing experience, we are able to provide a convenience to our
consumers, and price is not inuch of an obstacle; due to the upscale area that we are presently located in.

Amongst our unfavorable factors, our biggest weakness is our small staff size. Yes, sometimes this may be
a good thing because you do not have to deal with training new emiployees on a constant basis, but if sorncone were
to ever need titme off, or if something happened to one of our more experienced employees, we would not have the
staff to filt that void. Along with that, due to the size of our small staff, if we ever moved to a larger location then
our small staff wouid not be enough to provide a high quality experience. Another factor that could prove to cause
difficulties is our storage space.

The space provided in our building is small enough as it is, but once we implement onr deli counter, meat
slicing station, tables, chairs, beverage refrigerators, etc, we are not left with much space to work with. Sometimes
if we really become busy, some of our more popular products tend to run out real fast, and this is due to the fact that
we are not able to keep enough extra in our storage units. More storage space would help eliminate this problem,
and when we have to tel] customers that we do not have enough ingredients to make a certain product it shows a
sign of bad preparation. Our threats include nearby competitors, such as Subway and Mr, Sub, other franchises are
popping up more frequently, and our technology may not compare to other franchised businesses.

Industry Trends

Delis are becoming more and more popular for a couple of reasons. With the economy going through a
tough {ime, many restaurants are raising their prices and making their serving portions smaller. This tends to drive
consumers towards other options. We have no intention on reducing our in serving sizes, and our prices will not
become atfected enough where consumers will stop doing business with us.

Convenience is always a dominant factor in our economy. Demanding lifestyles have increased the
demand for convenience, especially in the food industry. Many do not have time to sit down at a restaurant for an
hour and cat a tneal. People are always on the move in order to fit the needs of those around them. This is where
we step in; our deli provides quick, efficient, and quality services. People do not want to wait for tong periods of
time to receive their food, so we create our meals quickly, but with quality in mind.

Deli sales have been rising due to the students at Siena College. Once they find a deli that they like, it is
hard to stay away. As an alternative to their dining hall, many students come fo us for lunch mosily and for those
early birds we have quite a number of breakfast consumers.

Potential Challenges: Intangibles & Competition

The sandwich market is always growing, and competitors are always a coneern of ours. A competitor of
ours does not always carry our products, but they may carry a majority of our products. The products that we focus
on are sandwiches, subs, wraps, salads, soups, and breakfast sandwiches. The biggest competitors that draw our
concem are Subway, Mr. Sub, Brueger’s, Panera, and other local delis. With companies like Subway, focusing
primarily on subs, we must make sure that our products are just as good, but preferably better, and that our prices are
comparable,

Brueger’s specializes mostly in the bagel department, but they do offer breakfast sandwiches and they have
become very popular, Pancra can be compared to any type of deli; they offer many of the same products that we do,
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but because they also focus on bread and desserts, their selections are not as broad as ours. Competition is always a
threat, but if we continue to deliver quality products and services, then our competitors will not become a major
concern,

Company Analysis

Our deli was founded and is operated under one family, with a couple outside employees, We have a very
experienced staff that is capable of providing quality services, Our founders are still very involved in our business,
even though they mostly handle the financials, they are not aftaid to get behind the counter and make a sandwich or
two. Our lower level employees may need some upper level training; after analyzing the production of our lower
level employees, [ am not sure if they would be able to handle the tasks of upper level management.

We use many outside producers, who we have developed very good relationships with. We continue to try
and increase the amount of inventory we carry so we can always be prepared for possible shortages, This could also
help in increasing production efficiencies, then resulting in an increase in the cost of goods sold. When constructing
our meals we try to use the optimum amount of meat to satisfy the consumer’s hunger, We do not like to overload
our meals, but we are not trying to scam our customers by giving them little amounts of meat. This is a big deciding
factor when it comes to choosing where you are going to get your sandwiches from, and we believe by providing
this service, our company will benefit.

Customer Analysis

Customer Characteristics,

Our products are consumed by those who live a busy lifestyle, and they do not have the timne to stop at
home and make lunch, or breakfast. They are consumers who are looking for a convenient meal that is not going to
take a large amount of time to make and consume. For the most part our consumers are part of the business world or
they are college students. Sometimes local families make regular appearances, but for the most part we deal with
people on the move.

Our business type customers usually are seen during breakfast or lunch hours. It seems that our consumers
work early jobs, so we regularly see customers in a shirt and tie who need a quick breakfast before they start their
day. With Albany a short distance away, inany of those who work in the city but live in the suburbs of Loudonville,
are able to stop at our deli and grab a quick bite. This saves them time and effort.

We regularly see college students during lunch hours of the day. Many of the students come to us and we
hear endless stories about the poor quality of foed in their dining hall, so we provide them with the quality foods that
they are looking for, Our prices are not overbearing on their wallets, so we are able to see them frequently. We are
currently trying to work out a deal with Siena, so possibly students can use their student id cards as a credit card.

Health and Nutrition Concerns:

A Deeper Look Through the Segmentation Perspective

The average consumer has been gaining more and more interest in health and nutrition. We have taken this
into great consideration, and we try and design our products with this in mind. Virtually all of our products are
made with fresh and healthy ingredients. Some of our products do contain foods that are not the healthiest, but we
try our best to meet the nutrition needs of our customers, We created a separate menu that has “smart choices™ on it;
they are a little more expensive because it is hard to get our hands on the freshest and healthiest ingredients, but to
the eonsumer who is looking for this in their product it is well worth it.

In-Dept Analysis of the Organization at Hand: 4 Second Logk

There is much more than meets the eye when it comes to what is required to run this type of
business. Making sandwiches is just one part of the job, like any other business we have to deal with financials
(expenses and revenues), inventory, equipment, maintenance, etc. Aside from this we need a plan for the
organization, and we need to coordinate with our distribution channels. We receive meats and other ingredients
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from many different distributors, so we are constantly placing orders with companies. When we order what we need
we deal with direct channels. We do not gather what we need from an intermediary, we deal directly with the
manufacturer and they send us what we need. We try our best to take advantage of the 2/10 net 30 deal that most of
our distributors offer, but we do not always have the funds to execute this.

The equipment that we use to slice our meats, keep our ingredients cool, etc is constantly cleaned. Being in
the food industry has different responsibilities than other typical businesses. Due to the fact that we sell food
products, the issue of health is brought into the picture. There are annual inspections by the Food & Drug
Administration, and we have to make sure that at all times we keep our equipment germ free. The health of the
consymer falis into our hands because we handle their food,; this is a major responsibility, but it is part of the
complexity of the organization.

Implementation Phase:

After we have planned out what we need for our company, we then must turn our plans into results. Being
a deli, we do not make our ingredients from scratch; we need to order them from outside distributors, This is a list
of distributors that we order from:

Domestic Distributors

1. Boar's Head

2. Hormel Foods

4, Iiillshire Farm

5, Foster Farms

6. Buiter Ball

7. Alpine Lace

8. Organic Valley

Time Frame of Objectives & Market Share Explanations

Short-Term Success About one year, where we took to have for
incremental leaps of success. This includes a gain
of customers by 10%. This also includes increased
brand recognition in the local papers.
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Intermediate-Term Success This would be for us 2-4 years. We will see an
increase in customers by 13-15%. By this time,
we expect to be in the top three for deli’s around
here.

Long-Term Success Look to be our own distributor’s, with our oven
almost paid for, We would like to see 20% more
customers, and increased revenue by 13-15%

Muarket Share There are over sixty three delis in a fourteen mile
radius. In the next five years, we look fo have 4-
6.5% of the market share. Even though that is a bit
ambitious, we rather shoot high. It is not as un-
realistic as one may think. Delis in the local arca
come and go, but we have been around for close
to twenty years. If all goes as planned, we look to
have a 5-7.5% hold of the market share in the next
five years.

Analysis of Profit

We will iook at products in categorics: This means our organic section, our healthy section, our bagels, our
coffees and so on. At KPM, we want fo see what is working and what needed to be deleted/harvested

For new and cutting edge products (such as FUZE & NAKED), we will offer extended sales periods for the
products, This will be a company decision, in order to see if the product really has legs for long-term stock
placement,

We will sce if less is more! Due fo our extensive lines of bagels and coffees’, we will make a decision if it
is really in our best financial intevest o continue product line? Are there central products that the
customers’ want? How can we lessen the costs of our products?

Are people really silting down and eating? We want to have a community feel to our establishment, but if
nobody is sitting down and enjoying the environment...it is in our best interest to delete the existence of the
furniture and chairs. This might benefit us for long-termn success

Analysis of profit will be done in the fourth quarier, closest to Christmas timel!

Resources Needed

5" Annual Siena College Student Conference in Business
April 16, 2010




All of the items placed on our menus for the slides

"Cabinefs and fur};iltﬂli're to stock our food

Disposabie umts tE)utake out our t‘—r-ﬁ—s.lri;:co-friendly, of course)

 Cash Registers

Newspapers (with nexﬁi:véi)‘er racks)

Chairs and Tables (s people can converse)

A place to store our beverages

Swiffer Wet Jets & Other Cleaning Products

Containers & Other Storage Devices to Keep our Bagels Fresh

Coffee machines that have implications to make a fresh brew every fifteen.

Aprons and other Clothing Lo ensure our customers that their food is safe and reliable.

Promotion

As far as our actual marketing organization goes, we do our best to get our name out there. We advertise in
the local newspapers, we place coupons in the newspapers with our advertisement, we frequently bring flyers to
Siena College to hand out, and we have our own television commercial, Seasonality also comes into play when it
comes to how we market our business. During the holidays we haye Christmas specials, during Thanksgiving we
offer catering, and during the summer months we offer summer picnic packages. We do not only perform catering
for seasonality purposes, but we are available for catering year round,

We devised our schedule to try and suit the needs of our customers, From Monday thru Friday we open at
630 am and we close at 4 pm. On the weekends we arc open from 730 am to 330 pm. For our employees sake we
do our best to try and run two different shifts, but more often than not many of the employees will work all
day. This is another reason that we need to hire more employees.

Monitor and Correct Deviations from Plan WHY7??

Employee Cooperation Who better to make suggestions than the people
serving our great customers for the past twenty
years. We will put a lot of responsibility on our
workers to tell us what is and what is NOT working,
This will include business operations and product
line (for example- the health food items not selling).
Looking at our Financial Statements at the End of We really want to serve our community well, but
The Year this is a business, If we want to be the best, our
revenue has to match our financial goals. If there is
some deviation from our blueprint, we have to go
back to the drawing board. This can include a hike
in prices, a deletion of some unsuccessful products
and a cut-back in employees (even though this
would be the last possible option).

Think on our Feet The average deli has about $3,000-$5,000 in
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business a day! 1t is going to be hard to predict all
the operations in our business, day-by day.
Consequently, we are going to have to think on our
feet and make some deviations on the fly, This can
include making executing decisions the day of the
matter, Even though this can be considered “risky
business practices”, it is necessary in an industry
like ours. For example, having fewer products
available the morning after a snow storm. People
are going to be less likely to rigk the elements, if the
roads are unsafe (especially if their children are in
the vehicle).
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MODELING AUTO INSURANCE PREMIUMS

Brittany Parahus, Siena College

INTRODUCTION

The findings in this paper will provide the reader with a basic knowledge and understanding ol how Auto
Insurance Companies are able to determine the price of a specific person’s insurance premium on their antomobile.
The process of determining the premium is very difficult and ltaborious, because the large number of factors that
majorly influence the price. Therefore to make things simpler the data will only be based on one specific zip code in
Albany, New York (12208). In return, the goal will be to determine among the randomly generated data which
persons are most tikely to have a greater premium, To be able to accomplish this goal the premium price must
depend on the age, net income, size of car, value of the car, number of previous claims, and the gender of the
policyholdet,

The results that will be received by this data should be able to construct a simplified way of figuring out a
person’s car insurance premium. It will also show which groups of people pay higher premiums on their car; in
theary this should be young males and the elderly (which is predicted by gender and age groups alone). Let the
reader realize that this model of producing the price of auto insurance is not truly accurate because of the limitations
put on this model; therefore the model may have some violations (for example multicollearity). Like previously
mentioned it is very difficult to figure out the exact price that a person has to pay for his or her car insurance. This is
why different insurance companies have different prices for the same make and model for a car. The reason for this
is because each insurance company uses different variables to construct a car insurance policy. Another issue with
regressing this model is that the distribution of this model can never be zero, because an insurance company cannot
charge a policyholder a negative amount, Therefore, the distribution will be fatter on one side; the model will
increase rapidly, reach its maximum, and decrease slowly. Making this model a non-normal distribution and more
like a F-distribution or a Chi-Square distribution depending on the data that is collected. However, by invoking the
Central Limit Theorem, which states:

“Let X1, X2, ..., X#n be independent random variables, all of which have samne probability distribution and
. thus the same mean p and variance o2,
If » is large (n >= 30), the sum

S=X1+X2+..+Xn

will be approximately norinal with mean np and variance no2,”
the model can alse be assumed as a normal distribution. Even though this model is not truly accurate for reasons
discussed earlier, it will still provide us with the understanding of the process of constructing a car insurance policy
and hopefully prove the theory that young males and the elderly pay higher premiums on car insurance.

LITERATURE REVIEW

Most of the literature that I was able to find on auto insurance or insurance in general had to do with
experimental cases. Literature on this subject is mostly experimental and theoretical because of privacy laws; that
prohibit auto insurance companies from publishing any of its policyholders” personal information, Even though
these papers are experimental and theoretical, I was still able to figure out from these papers what I thought to be the
most important determinates for my model.

Determinants of Insurance Pervasiveness: a cross-national analysis;
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The goal for these researchers, were to prove if sociocultural variables impact the degree of insurance
pervasiveness, which is an unwelcome influence or physical effect on insurance. To accomplish this, the researchers
collected data from a representative sample of 37 countries across the world and were able to prove that certain
cultural and sociopolitical variables can impact the level of insurance pervasiveness significantly. The results from
this study provided important information for various insurance companics.

Concerning Variables:

Cultural Dimensions;

1.

Uncertainty Avoidance {UAI) — “Considered to represent the amount of anxiety in a
society and the extent to which it tends to consider itself threatened by risk,
uncertainty and ambiguous situation, Uncertainty avoidance centers on how societies
deals with the unknown aspects of its future.” Therefore in high uncertainty
avoidance cultures have a higher concern for security and safety, which in return
causes these cultures to have a higher, need to control their [uture,

“Hypothesis I: The higher the degree of uncertainty avoidance in a country’s culture,
the higher the degree of insurance pervasiveness in the country.”

Individualism — Collectivism (IDV) — “Individualism — collectivism is an analytical
dimension that captures the relative importance people accord to personal interest
and to shared pursuits, This dimension reflects the degree of emotional independence
of individuals from organizations or groups.”

“Hypothesis 2: The higher the degree of individualism in a country’s culture, the
higher the degree of insurance pervasiveness in the country.”

Masculine — Feminine (MAS) — “Masculine oriented cultures focus more on quantity
of life and emphasize independence and accomplishment (power, wealth, and status).
Whereas feminine oriented cultures place preater emphasis on quality of life and
value interdependence, relationships, and the welfare of other people.”

“Hypothesis 3: The higher the degree of masculinity in a country’s culture, the
higher the degree of insurance pervasiveness in that country.”

Power Distance (PDI) — “Associated with the degree of centralization of authority
and the extent of autocratic leadership. It reflects the degree fo which cenfralization
and autocratic leadership are inherent in the mental programming of the members in
the society, not only among those who have power but also among those who are the
bottom of the power hierarchy.”

“Hypothesis 4. The higher the power distance in a country’s culture, the lower the
degree of insurance pervasiveness in that country,”

Non- Cultural Vartables:

1,

National Income (GNP} — “As income rise, people may want to feel more secure,
and their financial resources available to deal with the consequences of a disaster
also tend to increase, ... as income rises, their ability to hedge risk and uncertainty
increases.”

“Hypothesis 5: The higher the level of national income in a country, the higher the
degree of insurance pervasiveness.”

Sociopolitical Instability (SPT) — * Viewed as a two-dimensional concept. The [irst
emphasizes the exccutive instability by focusing on the propensity to observe
government changes within a constitutional framework. The second is based on
indicators of social unrest and political viclence.”
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“Hypothesis 6: The higher the degree if sociopolitical instability in a country, the
higher the degree of insurance pervasiveness.”

3. Degree of Regulation (EFREE)

“Hypothesis 7: The higher the degree of economic regulation within a country, the
lower the degree of insurance pervasiveness,

Variables used to regress their data, prove to have only three significant variables which where GNP, SPI and
EFREE. In conclusion this study was unable to identify if national culture is a significant factor that is related to
insurance pervasiveness, but it did found out that “several factors can explain a significant portion of the variances
in the degree of insurance pervasiveness across the nations,”

Handling Imbalanced Data Sets in Insurance Risk Modeling:

In this paper, it explains that “data sets constructed for the purpose of insurance risk modeling are therefore
highly imbalanced” because there are rarely ever filed claims, The researchers in this paper use tree-based learning
techniques accompanied by a “split-selection criterion tailored to the specific statistical characteristics of insurance
data, and it uses constraints on the statistical accuracies of model parameter estimates to guide the construction of
splits in order to overcome sclection biases that arise because of imbalance that is present in the data.” The paper
provides the reader with different models to use to regress insurance risk by using the Joint Poisson/ Log-Normal
Model and using actuarial credibility, which “has to do with the accuracy of estimated risk parameters.” The paper
does not actually regress any data but does provide an insight into why it is very difficult in constructing a model for
insurance and insurance risk, which is the risk that the insurance company under goes taking on a new policyholder.

DESCRIPTION OF DATA

As said in the introduction, the determinates of auto insurance premiums for this model are age, net
income, size of car, number of previous claims, and the gender of the policyholder. Making the forinula for the
mocdel:

Y, =B+ PaXa + BaDat BaXat BsDsc+ PeXe t ByXa + Uy

Where:
Y, = Auto Insurance Premium Amount
B, = Intercept B, = Corresponding Coefficient for Dy,
Xu=Age B4 = Corresponding Coefficient for X,
Dy = Gender s = Corresponding Coefficient for Ds,
X = Net Income B = Corresponding Coefficient for X
Dy, = Size of Car B, = Corresponding Coefficient for X4
Xa = Value of Car U, = Error Term

X5, = Number of Previous Claims
[, = Corresponding Coefficient for Xy

By using brainyzip.com, it provided a detail list of the population break down in the zip code that
is used for this model.
Description of variables:

The data for the auto insurance premium amount was accumulated by using a website that allowed
the policyholder to find amounts of premiums for different auto insurance companies by selecting if he or
she were male or fomale, the size of the population, single or married, and age. By changing the gender and
the age of the policyholder, while keeping the population set to < 200,000 and the martial status to single,
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were able to collect the data for the amount of the auto insurance premiums, for the purpose of simplicity
GEICO insurance company is the company used for the data,

By setting gender as a dummy variable (Female = 0) we are able to randomly generate a data set in
excel by finding the number of males (9,980 people) and females (11,327) within the population then
divide each (total females and total males) by the total population of 21,307 people. Resulting in a
probability of .531609 for females and 468391 for males.

To simplify things down even further, the data for age will be grouped into eight groups (15-24;
25-34; 35-44; 45-54: 55-64: 65-74; 75-84; 85-100) using the midpoints for the data, As said before the total
population in this specific area is 21,307 people, but to find the total population within the age range
needed for this data subtract the amount of people under the age of 15 (total of 3,067 people) from the total
population, making the total population need for this data set to be 18,240 people. From the website, it
provided the population of each age group:

15 - 24 — 3,780 people; 55 - 64— 1,583 people;
25-34 — 3,717 people; 65— 74 - 1,402 people;
35-44 — 2,928 people; 75 — 84 — 1,390 people;
45 - 54 - 2,786 people; 85— 100 — 633 people

To generate a data set for age, find the probabilities of occurs of each age group by dividing the population
of that specific age group by the totai popuiation in that zip code,

By doing this, we obtain:

Age Age Midpoints Probabilities
15-24 20 209375
25-34 29.5 203783
35-44 39.5 160526
45 -54 49,5 151754
55 —-64 59.5 086787
6574 69.5 076864
75 -84 79.5 076206
85 - 100 92.5 .034705

To generate the data use the probabilities found and the age midpoints to use the random generator program
in excel. The process of forming a data set for net income is similar to age, but ihis time net income (for
houscholds not families) will be grouped into seven groups ($0 - $24,999; §25,000 - $49,999; $50,000 -
$74,99%; $75,000 - $99,999; $100,000 - $149,999; $150,000 - $200,000), From the website the population
of each net income group is obtain, which are:

$0 — $24,999 — 3,007 people; $75,000 — $99,999 — 852 people;
$25,000 - $49,999 — 2,834 people; $100,000 — $149,999 — 696 people;
$50,000—$74,999 — 1,860 people; $150,000 — $200,000 — 233 people

The table for net income with its probabilities is located in the appendix section of this paper.

Depending on what kind of vehicle the policyholder owns determines a sufficient portion of the
auto insurance premivm. Because there are so many different varieties of automaobiles the data will have to
be simplified even further. This is accomplished by using the size of the car as a dummy variable. The size
of the car will consist of three categories: small, midsize, and large {making the midsize category the base,
meaning midsize = 0). To randomly generate data for the size of the car, assume that between the three
diffcrent categories they have equal probabilities of 1/3 then usc the random generator program in excel to
formulate your data. Table is located in the appendix under Tables for Determinates. Now for the value of
the car, it wilt be similarly done like net income and age but in this case it was difficult to find the amownt
of cach car in the specific area so assumptions where made to find the probabilities of each group of the
value of the car. The assumptions that were made were by using the knowledge of actvarial science and
probability, By looking at the total number of people in each net income group and the social and physical
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environment of the area, assumptions were made by forming the probabilities of the first value group with
the probability of .4, second group with a probability of .3, third group with a probability of .25, forth group
with a probability of .04, and the fifth group with a probability of .01, The probabilities of these groups
make probable sense because as the value of the car and the amount of net income increases there are less
people likely to purchase a $50,000 car. The breakdown of cach group for the value of the car and its
probabilities are located in the appendix section, The last variable, number of previous claims, are broken
down in to three groups (0 claims, 1 claim, and 2 claims). The reason for only going up o 2 claims is
because if a policyholder as more then 2 claims filed within a six month time period the insurance company
is most likely going to drop the policyholder if another claim is filed. The reason for the insurance company
dropping the policyholder is because it cost the insurance company to inuch money to pay lor the damages.
Also in the eyes of the insurance company this policyholder is too risky for them to provide insurance to.
The probabilities of the three claim groups were found by using an exam question on the Society of
Actuaries website. Number of Previous Claims table is focated in the appendix.

Figuring out the sample size;

Because we do not know the standard deviation or the propertion (p) of cars owned in the original
population (21,307 people), it is impossibie to simply figure out the sample size. So to figure out the
sample size needed to accurately estimate the model some assumptions are going have to be applied. First,
assume that approximately 95% of the people in the area own cars, which will be represented by p*. Also,
assume that the maximum error of the point estimate {p*) will be equal to .10, which will be represented by
& (where £ = (24, (P*(1-p9}'D) / (1'%}, Therefore the sample size {n) will equal (2 a(p*(1p*))) / g%) for
the 100(1-c0)% confidence interval for p. Alihough, the assumption of p is not truly accurate therefore to
find n use the faet that “No matter what value p takes between zero aud one, it is always true that p*(1-p*)
< V4. Hence n = (((z22)(p*(1-p%))) / £%) < (7' 42)/(4e). Thus, if we want the 100(1-)% confidence interval
for p to be no longer than that given by y/n (the relative frequency) + €, a solution for n that provides this
protection is n= (22 ) (ae™)

So from this N = 8,196 never married residents in the area of 12208

95% confidence interval > o= .05 and g = .1

n = (Z2)/(4%) = (1.960%) / (4(.1%)) = 96.04 =~ 97 residents (the reason for rounding up is because

you cannot have .04 of a person so you round up instead of down)

Therefore, the sample size that will be used for this model will be 97 residents of the area in
question, The reason why for using the population of never married residents to figure out the sample size
is for the sake of simplicity and also because if a policyholder has a family his or her auto insurance
premium will increase from the numbet of family members. Also, the policy for a policyholder with a
family is different from the policy of a policyholder with no family members; so to run a regression using
both Family and no family would skew the regression,

REGRESSION

The regression for this model:
In Stata; (the summary of the regression model is located in the appendix)

Source 55 df MS Mumber of obs = 97

F( &, 9PNy = 2.77

model 2562740,43 6 427123.408 Prob = F = 0.0163
rResidual 13895082.3 90 154389.804 R-5quared = 00,1557

adj m-squared = ¢,0994

Total 16457822,8 96 171435.654 ROOL MSE = 302,92
priceforpr-m coef. std. Err. t P>t [95% conf. Interval}
age 2,506429  1.875397 1.34 0,185 -1.219374 6.232213

gender 323.5103 83.20402 3.89 0.000 158.211 488, 8096
netincome -,0004717  .0010198 -0.46  (.645 -.0024979 0015544
sizeofcar -59.70216  84.05933 -0.71  0.479 ~226.7007 107.2964
vaiueofcar ~.0001475 . 0040108 -0.04 0.971 -,0081157 .0078207
numberofcl~d -23.37451 77.04134 -0.30 0,762 -1765.4306 129.6816
_Cons 759.9711  144,3584 5.26 0.000 473.1779 1046.764
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. #stat hettest

Breusch-Pagan / Cook-weisherg test for heteroskedasticity
Ho: Constant variance
variables:; fitted values of priceforpremium

6.535
0.0105

chi2 (1) =
prob > chi2 =

. estat ovtest

Ramsey RESET test using powers of the fitted values of priceforpremium
Ho: model has no omitted variables

F(3, B7) = 6.5
prob » F = 0.0005
{The regression mode! in excel is located in the appendix section) .

RESULTS

From the regression of this model it shows that the results are not accurate or significant for this
particular model. The reason for this it because the data used to run this regression was not appropriate for
this model, The data used was not accurate enough because 1 was unable to find data on auto insurance
premiums. Auto Insurance Companies are ot allowed to publish their policyholders’ premiums because of
privacy laws. So this is why the data that was collected did accurately represent the price of auto insurance
premiums.

The measurement of R?, measures how well a regression line approximates real data points. As
you can see from the regression, R% = .1557 and the Adjusted R? = .0994 this shows that the data used for
this mode] only represents 15% of this model and does not accurately represent the model.

It is also seen that many of the variabies used are not significant, the reason for this is because to
find prices of auto insurance premiums I used another model on a website to find the amounts. When
another model is used to help produce a different model the regression run on the new model will be
skewed and have many violations. As can be seen by the regression on this model only gender and the
intercept are significant with a t-stat of 3.89 and a t-stat of 5,26, respectfully. This is because the model
used to find the prices of the auto insurance premiums only used gender and age groups to figure out the
prices therefore gender would be significant but because age was grouped it is not accurate enough for this
model therefore its t-stat is only 1.34.

Even before running the violation tests, you can see from the regression that this model is not
going to pass many of the violation tests because of the fact that there are not many significant variables.
When running the violation test of Heteroskedasticity the P-Value is equal to .0105, which is less than o =
.05, therefore you reject the null and the model is heteroskedastic. If o = .01 then the P-Value would be
greater than o, therefore you do not reject the null and the model is homoskedastic, it all depends on the
value of o that is assumed, Another test that was run on this model was the Ramsey RESET Test, which
provides the information if the medel is missing any relevant variables that are needed to regress this
model. From the Ramsey Test, the P-Value is equal to .0005, which is less than o = .05, therefore it is not
significant and there are omitted variables. One test was tun in excel, which was for multicollearity,
resulting in having no multicoilearity because of the “Thumb Rule” of .8 or higher indicates multicollearity
(The results for this test is located in the appendix section}.

CONCLUSION

From the findings of this regression and the results from the violation tests, the data used was not
accurate for this model. Even though many of the variables are not significant the theory that was stated in
the introduction of young males and the elderly pay higher auto insurance premiums was proven. As the
age of the policyholder increases the auto insurance premium increases by 2.506429, which proves that the
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elderly pay more for their policy. When the dummy variable for gender equals | (males) the price of the
auto insurance premium is 323.5103 greater than if the policyholder was a female, proving that malcs pay
higher auto insurance premiums, From both age and gender, young males do pay more for their policy than
young females do therefore proving the theory.

The Ramscy Test that was performed showed that there were omitted relevant variables in the
model. The reason for this can be that, for pricing auto insurance premiums there are so many different
variables that effect the pricing,

As stated in the introduction, the process of determining auto insurance premiums is very difficult
becausc of the Jarge number of factors that are involve, this is why assumptions were made to simplify the
model which in return resulted in inefficient results. Because there are so many factors that affect auto
insurance premiums this is why each auto insurance company have different prices for their premiums.
Each individual auto insurance company chooses what they believe to be the most important variables in
figuring out the premiums. Resulting in different premium amounts for the same policyholder. Therefore it
is not fotally possible to obtain every single factor that can contribute to the pricing of auto insurance
premiums.
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Data Set:

Price for Premium
624

850
293.2
510.1
856.3
532.95
1469 .4
4953
643.6
957.45
1320.15
1210.95
1104.1
650.45
958.45
479.05
1293.25
991
546.52
739.5
550
738.5
642.1
857.63
985.5
601.45
984.65
1210.85
954.15
798.56
615.45
875.64
321.25
796.9

Age
39.5
39.5
20

295
59.5
395
20

39.5
9.5
29.5
20

20

92.5
59.5
395
295
195
20

59.5
495
295
29.5
49,5
69.5
79.5
29.5
59.5
20

20

79.5
59.5
69.5
395
20

Gender

— D e DD e D o O DD DD e D e e = O DD == D000 0D = O

APPENDIX

Net Income
37499.5
62499.5
62499.5
12499.5
124995
317499.5
12499,5
374995
62499.5
62499.5
124995
12499.5
12499.5
175000
37499.5
175000
37499.5
317499.5
62499 .5
12499.5
874995
37499.5
124995
624995
37499.5
12499.5
62499.5
12499.5
37499.5
125000
374995
62499.5
125000
12499.5

Size of Car

e DO e o e e DO D e D e (D DD —m e D e 2 DD e —

Value of Car
40000.5
20000.5
7500
30000.5
20000.5
7500
20000.5
30000.5
7500
40000.5
20000.5
30000.5
40000.5
20000.5
7500
30000.5
30000.5
1500
30000.5
20000.5
7500
20000.5
20000.5
20000.5
7500
20000.5
7500
7500
7500
7500
7500
30000.5
30000.5
7500
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F

1
0
0
0
0
0
0
0
1
0
0
0
0
0
0
1
2
0
!
0
0
0
0
2
0
1
0
0
G
0
G
0
G
0

of Claims
ited




924.8
1530
533
541.26
1633.1
1460.45
981.2
678.97
95845
549.35
864.36
658.61
452.67
648.05
1645,55
629.8
1254.55
1139.3
1704.9
495.3
69741
1097.65
847.45
893.2
668.8
368.98
844,55
746.35
3762
827.1
348.85
2037.5
588.85
669.3
4373
[019.65
865.5
963.7
1177.95
2018.86
1778.54
957.42
1393.2
10779.3
2116.8
1985.65

20

20

49.5
59.5
20

20

49.5
69.5
29.5
59.5
69.5
69.5
59.5
29.5
20

49.5
20

29.5
20

29.5
59.5
79.5
29.5
29.5
39.5
59.5
29.5
49.5
36.5
20

49.5
20

49.5
39.5
49.5
29.5
20

29.5
29.5
92.5
92.5
79.5
49.5
20

92.5
92.5

H-W-—"—OO-—"—‘OOOOO'—‘MOv—DOOOP—'D—DOO-—‘OOD*—OOOO*—‘—*O*—'——‘OMO-—‘

87499.5
125000

62499.5
125000

87499.5
37499.5
12499.5
37499.5
37499.5
37499.5
12499.5
62499.5
125000

37499.5
125000

37499.5
87499.5
37499.5
12499.5
374995
37499.5
12499.5
87499.5
12499.5
37499.5
125000

62499.5
12499.5
374995
12499.5
12499.5
37499.5
62499.5
87499.5
374995
87499.5
37499.5
12499.5
37499.5
37499.5
12499.5
37499.5
37499.5
37499.5
175000

62499.5

1
0
0
0
1
1
1
I
1
1
1
i
1
1
1
1
1
!
0
1
0
1
1
l
I
0
1
0
0
0
1
1
0
1
1
0
1
0
1
i
0
0
0
0
1

0

7500
7500
7500
20000.5
30000.5
7500
7500
20000.5
30000.5
30000.5
7500
20000.5
20000.5
7500
20000.5
20000.5
20000.5
20000.5
40000.5
20000.5
30000.5
7500
7500
30000.5
30000.5
30000.5
20000.5
20000.5
7500
7500
7500
7500
20000.5
20000.5
20000.5
40000.5
20000.5
30000.5
7500
30000.5
7500
30000.5
7500
7500
7500
20000.5
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1103.15 20 1 37499.5 1 30000.5 0
624 495 0 62499.5 1 7500 0
1027.05 295 1 624995 0 7500 1
1129.05 20 0 12499.5 1 20000.5 0
1053.4 20 0 12499.5 0 30000.5 0
1027.35 295 0 62499.5 1 20000.5 0
1758.35 20 I 12499.5 0 20000.5 0
600 495 © 37499.5 t 7500 1
875.65 695 1 12499.5 i 20000.5 0
668.8 395 1 125000 1 30000.5 0
8174 395 1 37499.5 | 7500 0
1604.6 925 0 125000 0 7500 0
1645.52 925 1 37499.5 1 20000.5 0
736 20 0 12499.5 1 20000.5 0
860,65 395 0 37499.5 1 30000.5 0
629.7 395 0 12499.5 1 7500 0
379.25 495 0 37499.5 } 7500 0

Tables for Determinates:

Age Age Midpoints Probability

15-24 20 209375

25-34 29.5 203783

35-44 39.5 160526

4554 49.5 051754

5564 59.5 086787

6574 69.5 076864

75 -84 79.5 076206

Net Income Net Income Midpeints Probability

30 - $24,999 $12,499.50 317127

$£25,000 - $49,999 $37,499.50 298882

$50,000 - 74,999 $62,499.50 196191

§75,000 - $99,999 387,499.50 089854

$100,600 - $149,999 $125,000 073402

$150,000 - $200,000 $175,000 024544

| Value of The Car Value Midpoints Probability

$0-$15,000 $7,500 A

$15,001 - $25,000 $20,000,50 3

$25,001 - $35,000 $30,000,50 25

§35,001 - $45,000 $40,000,50 04

$45,001 - $50,000 $47,500.50 01

Number of Claims Filed Probability

0 8

1 12

2 .08
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Size of Car Probability

0 (Midsize) 1/3

1 2/3

Gender Probability

0 (Female) 531609

l 468391

Stata Data Summary:

tm

/— /7 S
-/ / [/ [/ 10,1  Copyright 1984-2009

statistics/Data Analysis SstataCorp
4905 Lakeway Drive
College Station, Texas 77845 USA
800-STATA-PC : st
979-696-4600
979-696-4601 (fax)

25-student stata for windows (network) perpetual Ticense:
serial number: 1910514455
Licensed to: School of Buisness
Siena College

Notes:
1. {(/m# option or ~set memory-) 1.00 MB allocated to data

. use "\\calista\sshare$\baz6para\Car Insurance 2.dta"

. summarize
variable cbs Mean std. Dev. Min Max
priceforpr~m 97 934.9485 414.,0479 321.25 2116.8
age 97 43 .,55155 21.91288 20 - 92.5
gender 97 .4226804 .4965517 0 1
netincome 97 50643,89 39953,36 12499.5 175000
sizeofcar 97 .6494845 .47961 0 1
valueofcar 97 18402.37 10150.04 7500 40000.5
numberofcl~d 97 .2371134 .5356693 0 2
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Stata Regression and Viclation Tests:
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tm

/— /o
7 / S/ / S/ 10.1 cCopyright 1984-2009
statistics/pata Analysis statacorp
4905 Lakeway Drive
College Station, Texas 77845 USA
800-STATA-PC :
979-696-4600
979-696-4601 (fax)

25-student Stata for Windows (network) perpetual license:
serial number: 1910514455
Licensed to: 5School of Buisness
Siena College

Notes:
1. {/m# option or -set memory-) 1.00 MB allocated to data

. use "\\calista\sshare$\ba26para\Car Insurance 2.dta"

regress priceforpremium age gender netincome sizeofcar valueofcar numberofcla
> imsfiled

Source SS df MS Number of obs = 97

F( 6, 90) = 2.77

Model 2562740,45 6 427123.408 Prob » F = 0.0163
Residual 13895082.3 90 154389.804 R-squared = 0,1557

Adj R-squared = 0.0994

Total 16457822.8 96 171435.654 Root MSE = 392.92
priceforpr~m Coef. std. Err. t P>l t] [95% Conf. Interval]
age 2.506429 1.875397 1.34 0,185 -1.219374 6.232233

gender 323,5103 83.20402 3.89 0.000 158,211 488, 8096
netincome -.0004717 .0010198 -0.46 0.645 -.0024979 .0015544
sizeofcar -59.70216 84.059133 -0.71 0.479 ~226.7007 107.2964
valueofcar ~,0001475 .0040108 -0.04 0.971 -.0081157 .0078207
numbercfcl~d ~-23.37451 77.04134 ~0,30 0.762 -176.4306 125.6816
-cons 759.9711 144.3584 5.26 0.000 473.1779 1046.764

. estat hettest

Breusch-Pagan / Cook-wWeisberg test for heteraoskedasticity
Ho: Constant variance
variahles: fitted values of priceforpremium

chi2 (L)
Prob » chi2

6.55
0.0105

on

. estat ovtest

Ramsey RESET test using powers of the fitted values of priceforpremium
Ho: nmwodel has no omitted variables
F(3, 87) = 6.59
prob » F = 0.0005

Excel Regression:
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SUMMARY OUTPUT

Regression Stafistics

Muitiple R 0.394608216
R Sgquare 0.155715644
Adjusted R Square 0.09943002
Standard Error 352.9246757
Observations 97
ANOVA
f 55 M5 F Significance F

Regression 1 2562740.429 427123.4 2,766526 0.016287847
Residual 90 13895083.07 1543898
Total 96 16457822.5

Caefficients Standard Errar tStot P-value Lower 95% Upper 95% lower 95.0%  Upper 95.0%
intercept 759.9711356 144.3584176 5264474  9.485E-07 473.177549 1046.764322 473177949 1046.76432
Age 2506429476 1.875396904 1.3364795 0.1847616 -1.219373726 6,232232678 -1.215373726  6.23223268
Gender 313.5102978 83.20401695 3.8881572  0.600193 158.2109993 4888095964 158.2109993 488.809536
Net Inceme -0.000471743 0.001019849 -0.4625616  0.644795 -0.002497851 0001554365 -0.002497851 0.00155436
Stze of Car -59.70216622 84.05932647  -0.7102385 0.47593926 -226,7006864 107,2963539 -226.7006864 107.296354
Value of Car -0.000147486 0.004010813  -0.036772 0.9707482 -0.008115666 0,007820695 -0.008115666 000782069
Number of Uaims Filed -23.37450679 7704133517 -0,3034022 0.7622837 -176.4305626 129.681549 -176.4305626 129.681549

Excel Mulitcolliearity Test:
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Price for

Falue of

Premium Age Gender Net hicome  Size of Car Cur Number of Claims Filed
Price for Premium i
Age 007556767 1
Gender 0361881197 -0.14083709 1
Net Income -0.01925626  0.146903403 0.03207183 1
Size of Car -0,074085476 005773215 0.0162333 0.05267976 1
Value of Car -0.0330995  -0,01326624 -0.0661084  0.00898746  -0.0360108 1
Number of Claims
Filed 0.027390229  -0.00682038  0.16754981  0.06579497  0.04305358  0.13747096 1

Excel Residual Plots:
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Health Consciousness of Siena Students

Corep Austin, Siena College
Kevin Flood, Siena College
Alfison O’Keefe, Siena College
Kim Reuter, Siena College

EXECUTIVE SUMMARY

We decided to research the health consciousness of Siena College sfudents. We first became interested
with this subject because we learned through the FDA that health concerns have been increasing over the past few
years and we wanted to see if (his concern was common among the students at Siena. The questions we wanted
answered by the end of our project were “Do Siena College students exhibit health conscious physical behaviors?”
and “Do Siena College students exhibit healthy attitudinal behaviors?”

In order to gather information, we prepared and administered a survey using Qualtrics. The survey
included questions to see if the students pariook in certain activities that lead to living a healthy lifestyle, such as
staying active, eating healthy, taking vitamins, and not smoking, Our survey included questions that measured
attitudinal as wel! as behavior-based questions, We also wanted to explore the reasons behind why students
exercised or why students do not exercise.

Our survey was administered to three different marketing classes. Of the students in these classes, we had
83 respondents to our survey. After compiling our results, we then exported them to SPSS so we could analyze
them using numerous statistical processes such as frequency tests, chi squared tests, comrelation test, t-test, and
anova tests. From here, we determined which variables posed significant associations.

We were able to find out that there was a significant association between the amount of fast food meals
consumed per week and the hours of television watched per week, Therefore, Siena students who eat a significant
amount of fast food meals per week also spend a lot of time watching television, and vice versa. There was also a
significant association between how many hours of sleep Siena students get per night and the amount of fast food
meals Siena students eat per week. The more fast food meals one eats, the more hours of sleep one gets. There is
also significance between class year and the amount of times per week a student participates in physical activity,
Freshmen and sophomores participate in physical activities more time per week than juniors and seniors.

After analyzing the tests and the results, we believe that Siena College students are health conscious.
According to the results, 87 percent of the respondents believed they were health conscious and also lived a healthy
flifestyle by exercising, not smoking, watching their caloric intake, and visiting a doctor at least once a ycar.

INTRODUCTION

Studies have been performed that show American adults believe it is important to have a healthy lifestyle.
This includes eating habits, exercise, and overall well-being, However, many people to not reflect this behavior in
their everyday lives. We thought it would be interesting to see if Siena students have the same concerns and il their
behaviors reflect these concerns. We would like to determine the overall health consciousness of Siena students by
conducting research about their lifestyle. Information will be collected by conducting a survey to measure both
attitudinal and behavioral aspects of Siena students. The purpose of this research is to determine if there is a level of
health consciousness among Siena students, and how that level translates into actions.
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RESEARCH OBJECTIVES

The overall objective is to find out how health conscious Siena students are as comprised of behavioral and
attitudinal compenents. The research questions we plan to answer by the end of this project arve:

o Do Siena College students exhibit health conscious objective physical behaviors?
o Do Siena College students exhibit healthy attitudinal behavior?

METHOD

Our data research design consisted of both exploratory and descriptive rescarch, We conducted exploratory
research because we needed to find out what exactly health consciousness was and the attributes of health
consciousness such as eating healthy, taking vitamins, not smoking, and partaking in physical activities.

Our data research design consisted of descriptive research. We chose descriptive research because we
wanted to find out if Siena College students thought they were health conscious, why they thought they were health
conscious and how they kept themselves healihy (i.e. not smoking, exercising regularly, eating healthy, taking
vitamins). In order to collect the data for our project, we developed a sample survey entitled “Health Conscious
Siena Students,” which is an example of a cross sectional study, We chose to conduct a survey to obtain primary
data because it was easy to administer. We developed the survey uging Qualtrics and adminisiered the survey to our
classmates in our marketing research class as well as Dr, Pepe’s two other marketing classes, Using this
convenience sample, we felt we could get a representative sample of the Siena College student population.

This survey consisted of 19 different questions that measured students’ demographics, attitudes, beliefs,
and behaviors regarding health consciousness. The first four questions of the survey were demographic and
classifications questions regarding the students” gender, age, class year, and GPA. Following these questions, was a
screening question to select the respondent types that we wanted to be in the survey. The screening question
included in the survey was “Dro you consider yourself healthy,” Following this question, we included warm-up
questions because they were simple to answer and we wanted to generate interest from our respondents. The warm-
up questions included if the respondent watched their calorie intake and how oflen the respondent visited the doctor.
Complicated and difficult to answer questions followed the warm-up questions, By using these types of questions in
the survey, we were able to find out specific details about the respondents eating habits, smoking habits, and
exercise habits. We were also able to find out why or why not the respondent participated in physical activities.

All of our results are based upon the primary data we collected from the survey. After conducting our
survey, we exported the results from Qualtrics into SPSS and analyzed our results through performing different tests
such as frequency tests, cross tabulation tests, chi squared tests, and anova tests. From these tests, we were able to
see if there were any significant correlations between different variables.

Using an online survey tool like Qualtrics will reduce data entry errors because the results did not have to
be key entered. There tends to be an increase in respondent error in understanding questions with an online survey as
the researcher is not present to answer questions.

RESULTS

We administered the survey over a period of two weeks. There were 83 students that participated in our
survey. The first test we decided to run was a cross tabulation table and a chi-square of question { and question 6
from the survey (refer to Appendix ). We wanted fo see if gender played a role in monitoring their caloric intake.
The Pearson Chi Square had a level of significance of .031 (Refer to Exhibit I and 2). This number is below .05 and
it is positive, therefore there is significance between gender and if watching caloric intake. There is a difference
between the way females and males answered the question, “do you watch your caloric intake?” We found that 74%
of the men surveyed responded that they did not watch their caloric intake, Only 50% of the women said that they
did not watch their caloric intake. Females watched their caloric intake more than males. Therefore, gender rciates
to watching caloric intake.

5" Annual Siena College Student Conference in Business
Aprit 16, 2010




Exhibit i

Gender and Caloric Intake Crosstabulation
What is your gender? * Do you watch your calorie intake? Crosstabulation

Do you watch your calcrie
intake?
Yes No Total
What is your gender? Male Count B 23 31
% within What is your 25.8% 74.2%| 100.0%
gender?
Female Count 25 25 50
% within What is your 50.0% 50.0%| 100.0%
gender?
Count 33 48 81
% within What is your 40.7% 58.3%| 100.0%
gender?
Exhibit 2
Chi-Square Test between Gender and Caloric Intake
Chi-Square Tests
Asymp. Sig. |Exact Sig. (2-|Exact Sig. (1~
Value df (2-sided) sided) sided)
Pearson Chi-Square 4,639° 1 031
Continuity Correction” 3.691 1 055
Likelihood Ratio 4.778 1 .029
Fisher's Exact Test .038 .026
Linear-by-Linear 4.582 1 032
Association
N of Valid Cases 81

We then completed a correlation table to see if there was a connection between the hours of television watched per
week and the number of meals consumed at fast food restaurants per week (refer to Exhibit 3). The sigmificance was
.005. This means that there is a positive association between the number of fast food meals consumed per week and
the hiours of television watched per weck. We can conclude that Siena students who ate a high number of fast food
meals per week indicates a large number of hours spent watching television, and vice versa.
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Exhibit 3
Correlation between Fast Food and Television
Correlations

How many How many
meals a week | hours a week
do you eat fast | do you watch
food?-Amount | television?-

per week Hours

How many meals a week Pearson Correlation 1 316"
do you eat fast food?- : eni
Amount per week Sig. {2-tailed) 005

N 82 79
How many hours a week  Pearson Correlation 316" 1
do you watch television?- Sig. (2-tailed) 005
Hours ' '

N 79 79

We completed a Correlation Test to determine if there was any type of relationship between the questions
“how many hours of sleep do you get a night” (Question 13, Refer to Appendix I) and how many meals a week do
you eat fast food (Question 16, Refer to Appendix I). The level of significance was 027 (refer to exhibit 4). This
means that there is a significant association between the number of meals per week Sicna students eat at fast food
and the hours of sleep Siena students get. This means that an increased number of meals consumed at fast food
correlates to an increased number of hours of sleep per night.

Exhibit 4
Correlation between Sleep and Fast Food
Correlations

How many On average,
meals a week how many
do you eat fast | hours of sleep
food?-Amount | doyougeta
per week night?-Hours
[How many meals a week Pearson Correlation 1 244
do you eat fast food?- : e
Amount per week Sig. {2-tailed) 021
N 82 82
On average, how many Pearson Correlation 244 1
hours of sleep do you get  gjq (2.tailed 027
a night?-Hours g. (2Aailed) ‘
N 82 82

We then ran a correlation test to see if there was a relationship between the amount of fast food consumed per week
(Question 16} and the number of times per week students participate in physical activity (Question 9). The level of
significance was .934. This means that there is no significant association between fast food consumed and the
number of tiines per week physical activity is completed. These results were surprising because we though that
there would be a correlation between eating fast food and working out but it appears that there is no relationship
between the two activities,
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Exhibit 5
Correlation between Fast Food and Physical Activity

Correlations
How many
times per week
do you
participate in
physical
How many | activity? (long
meals a week |walks, running,
do you eat fast jexercise of s...-
food?-Amount Times per
per week week
How many meals a week Pearson Correlation 1 -.009
do you eat fast food?- ; ia
Amount per woek Sig. (2-tailed) 934
N 82 81
How many times per week Pearson Correfation -.009 1
do you participate in Siq. (2-tailed 934
physical activity? (long 9. ) '
walks, running, exercise of 81 81
s...-Times per week

We decided o run an Anova Test to sec if there was a significant association between the questions “how
many times per week do you participate in physical activity” (Question 9) and “what is your class year” {Question
3). The level of significance was .001 (Refer fo Exhibiis 6 and 7). This means that there is an association between
class year and the number of times per week students participate in physical activity. Looking at the Post Hoc Test,
there is a significant differencc between two different groups. The first group is freshman and sophomores and the
second group is juniors and seniors. Freshman and sophomores participate in physical activity many more times per
week than juniors and seniors. Freshmen participate in physical activity on an average on 6.25 times per week,
Sophomores 6.59 times per week. Juniors participate in physical activity on an average of 3.92 times per week;
Seniors 3.17 times per week. Underclassmen participate in physical activity many more times per week than
upperclassmen.

Exhibit 6
Anova for Class Year and Physical Activity
ANOVA
How many times per week do you participate in physical activity? (long walks, running,
exercise of s...-Times per week

Sum of Squares Df Mean Square F Sig.
Between Groups 164 .477 3 54.826 6.278 .001
Within Groups 672.404 77 8.733
Total 836.880 80
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Exhibit 7
Post Hoc Tests
Homogeneous Subsets
How many times per week do you participate in
physical activity? (long walks, running, exercise of
s...~-Times per week

Duncan™"

What is your Subset for alpha = 0.05
class year? N 1 5
Senior 47 317

Junior 13 3.92 302
fFreshman 4 6.25
Sophomore 17 6.59
Sig. 574 062

We decided to complete a Correlation Test to see if there was a relationship between the questions, “how
many hours of sleep do you get per night” (Question 15) and “how many hours of televisien do you watch a week”
(Question 12). Tbe level of significance is .049 (refer to Exhibit §). There is a significant association between sleep
and tefevision watched. An increased number of television hours watched per week corresponds to an increased
number of hours siept per night.

Exhibit 8
Correlation between Sleep and Television

Correlations

On average, How many
how many hours a week
hours of sleep | do you watch
doyougeta television?-
night?-Hours Hours
On average, how many Pearson Correlation 1 222
hours of sleep do you get 4, e
a night?-Hours Sig. (2-tailed) .049
N 82 79
How many hours a week Pearson Correlation 222 1
do you watch television?- Sig. (2-tailed) 049
Hours
N 79 79

We decided to do an Independent T-Test to determine if there was a significant association between the
questions “How many times per week do you participate in physical activity” (Question 9} and “do you watch your
caloric intake” (Question 6). The level of significance was .252 (Refer to Exhibit 9), therefore there is no
significance association between number of times a Siena student participates in physical activity and whether or not
they watch their caloric intake, This is interesting because it seems that those who cxercise would watch their
caloric intake, because they would want to be healthy in all aspects of tbeir lives.

Exhibit 9
T-Test between Physical Activity and Caloric Intake
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Independent Samples Test

Levene's Test for
Equality of
Variances t-test for Equality of Means
Std 95% Confidence
Mean Error Intgrval of the
Sig. {2- |Differenc |Differenc Difference

F Sig. £ Df | tailed) e e Lower | Upper
How many Equal A7 5801 1.154 79 252 839 q27 -.608 2.285
times per week variances
do you assumed
participate in - gq,q) 1101} 57,92 275 839 762 -686] 2.364
physltca! variances not 0
activity? (long  ccimed
walks, running,
exercise of s...-
Times per week

19). Siena students exercise because they either want to look good or be healthy (Refer ro Exhibit 10). We
completed a frequency table to see why Siena students exercise. There were 83 students who answered this
question, The most picked answer out of the options was to be healthy. Approximately 78.3% of Siena students
exercise in order to be healthy. From the results in the survey, 73.5% of Siena students choose to exercise in order
to look better. Approximately 54.2% of Siena students exercise in order to tone muscles.

We wanted to determine the reasons why Siena students exercise and why they do not (Questions 18 and

We completed a frequency table to see why Siena students do not exercise (Refer fo Exhibir 11). Bight of

the 83 students surveyed do not exercise. The biggest reason why they do not exercise is because they do not have
the time. However, a large amount of them said that they do not like going to the gym.

Exhibit 10
Frequency Table for Why Students Exercise
Statistics
Why do you
Why do you Why do you | Why do you | Why do you | Why do you | exercise?
exercise? | Why do you | exercise? exercise? exercise? exercise? {Check all
(Check all exercise? (Check all {Check all {Check all {Check all | that apply)-
that apply)- | (Check all | thatapply)- | that apply)- | that apply)-t | that apply}- {Other (please
To look that apply)- To tone To meet new do not Other {please| specify)-
better To be healthy] muscles people exercise specify) TEXT
N Valid 83 83 83 83 83 83 83
Missing 0 0 0 0 0 o 0
Exhibit 10a

Frequency Table
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Why do you exercise? (Check ail that apply)-To look better

Cumulative
Frequency Percent Valid Percent Percent
Valid 22 265 26.5 28.5
1 61 73.5 73.5 100.0
Total 83 100.0 100.0
Exhibit 10b
Why do you exercise? (Check all that apply)-To be healthy
Cumulative
Frequency Percent Valid Percent Percent
Valid 18 21.7 217 21.7
1 85 78.3 78.3 100.0
Total 83 100.0 100.0
Exhibit 10c
Why do you exercise? (Check all that apply}-To tone muscles
Cumulative
Frequency Percent | Valid Percent Percent
Valid 38 458 45.8 45.8
1 45 54.2 54.2 100.0
Total 83 100.0 100.0
Exhibit 10d
Why do you exercise? {Check all that apply)-To meet new people
Cumulative
Frequency Percent | Valid Percent Percent
Valid 77 92.8 92.8 92.8
1 6 7.2 7.2 100.0}
Total 83 100.0 100.0
Exhibit 10e
Why do you exercise? (Check all that apply)-1 do not exercise
Cumulative
Frequency Percent Valid Percent Percent
Valid 75 20.4 90.4 90.4
1 8 9.6 9.6 100.0
Total 83 100.0 100.0

Exhibit 10f

Why do you exercise? (Check all that apply)-Other (please specify)
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Cumulative
Frequency Percent Valid Percent Percent
Valid 72 86.7 86.7 86.7
1 11 133 13.3 100.0
Total 83 100.0 100.0
Exiibit 10g
Why do you exercise? (Check all that apply)-Other (please specify)-TEXT
Cumulative
Frequency Percent | Valid Percent Percent
Valid 72 86.7 86.7 86.7
for fun 1 1.2 1.2 88.0
For Fun 1 1.2 1.2 89.2
for my sport 1 1.2 1.2 90.4
fun 2 2.4 2.4 92.8
have to 1 1.2 1.2 94.0
| am part of the swim team 1 1.2 1.2 95.2
here at Siena
Sport 1 1.2 1.2 96.4
Sports 1 1.2 1.2 97.6
feam 1 1.2 1.2 98.8
to be stronger 1 1.2 1.2 100.0
Total 83 100.0 100.0
Exhibit 11
Frequency Table for Why Students Do Not Exercise
If you do not exercise, why not? (check all that apply)
Cumulative
Frequency | Percent | Valid Percent Percent
Valid Do not like going to the gym 5 6.0 22.7 22.7
Do not have time 14 16.9 63.6 86.4
! am not health conscious 1 1.2 4.5 90.9
| am already healthy 2 2.4 9.1 100.0
Total 22 26.5 100.0
Missing System 61 73.5
Total 83 100.0

We ran a Chi-Square Test to determine if there is a significant association between the questions “do you
have a meal plan” (Question 14) and “do you watch your caloric intake” (Question 6). There is a .020 level of
significance for the Pearson Chi- Square (Refer to Exhibits 12 and 13). This means that there is a significant
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association between meal plans and if students watch the caloric intake. Students with meal plans do waich their
caloric intake, and vice versa.

Exhibit 12
Crosstabulation Table between Meal Plan and Caloric Intake

Case Processing Summary

Cases
Valid Missing Total
N Percent N Percent N Percent
|Do you have a meal plan? B2 98.8% 1 1.2% 831 100.0%
* Do you watch your
calorie intake?

Do you have a meal plan? * Do you watch your calorie intake?
Crosstabulation

Count
Do you watch your calorie
intake?
Yes No Total
Do you have a meal plan? Yes 9 25 34
No 25 23 48
Total 34 48 82
Exiribit 13
Chi Square between Meal Plan and Caloric Intake
Chi-Square Tests
Asymp. Sig. (2- | Exact Sig. (2- | Exact Sig. (1-
Value df sided) sided) sided)
Pearson Chi-Square 5.379° 020
Continuity Correction” 4.376 036
Likelihood Ratio 5.517 018
Fisher's Exact Test 024 017
fLinear-by-Linear 5.314 .021
Assaciation
N of Valid Cases 82

In order to test the level of health consciousness among Siena students, we ran frequency tables on the
behavioral and attitudinal components of our survey. Approximately 86% of students consider themselves healthy
(refer to Exhibif 14a). This signifies that there is a atiitudinal component to health consciousness among Siena

students. Most students do not watch their caloric intake {refer to Exhibit 14b). However, a significant percentage ol

42% of students, do watch their caloric intake. About 92% of Sicna students visit the doctor af least once a year
(refer to Exhibit 14c). Only six students do not go to the doctor every year. 95% of Siena students do not smoke
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(refer to Exhibit 14d). The other 5% smoke between 2 and 4 cigarettes a day. Only six students reported to not
exercising at all (refer to Exhibit 14e). The majority of students exercise between one and seven times per week.
The majority of students who answered the survey (44%) exercise for 60-90 minutes every time they work out (refer
to Exhibit 14f). Not only do Siena students exercise numerous times per week, they are exercising for long duration
of time.

Exhibit 14

Frequency Tables to Determine Health Consciousness

Statistics
How many
times per
week do
you
participate
How many | in physical
cigarettes activity?
doyou |{long walks, | What is the
Do you Do you smoke per | running, | duration of
consider | watch your | How often day?- exercise of your
yourself calorie do you visit | Cigarettes | s...-Times | exercise at
healthy? intake? |the doctor? | per day perweek | onetime?
N Valid 83 83 83 82 a2 82
Missing 1 1 1 2 2 2
Mean 1.13 1.58 2.40 .07 4.35 2.28
Exhibit 14a
Do you consider yourself healthy?
Cumulative
Freguency Percent Valid Percent Percent
Valid Yes 72 85.7 88.7 86.7
No 11 131 13.3 100.0
Total 83 98.8 100.0
Missing  System 1 1.2
Total 84 100.0
Exhibit 14b
Do you watch your calorie intake?
Cumulative
Frequency Percent | Valid Percent Percent
Valid Yes 35 41.7 422 422
No 48 57.1 57.8 100.0
Total 83 98.8 100.0
[Missing  System 1 1.2
Total 84 100.0
Exhibit 14c

How often do you visit the doctor?
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Cumulative
Frequency Percent | Valid Percent Percent
Valid More than twice a year 16 19.0 19.3 19,3
Twice a year 24 28.6 289 48.2
Once a year 37 44,0 446 92.8
Every other year 6 74 7.2 100.0
Total 83 98.8 100.0
Missing System 1 1.2
Total 84 100.0
Exhibit 14d
How many cigarettes do you smoke per day?-Cigarettes per day
: Cumulative
Frequency Percent Valid Percent Percent
Valid 0 80 952 g7.6 97.6
2 1 1.2 1.2 98.8
4 1 1.2 1.2 100.0
Total 82 97.6 100.0
Missing  System 2 24
Total 84 100.0

Exhibit 14e

How many times per week do you participate in physica! activity? {long walks,
running, exercise of s...-Times per week

Cumuiative
Frequency Percent Valid Percent Percent
Valid 0 3 3.6 37 3.7
0 1 1.2 1.2 49
0 2 24 2.4 7.3
1 9 10.7 11.0 18.3
2 13 15.5 15.9 341
3 9 10.7 11.0 451
4 14 16.7 17.1 62.2
5 9 10.7 11.0 73.2
6 5] 7.1 7.3 80.5
7 7 8.3 8.5 89.0
8 1 1.2 12 90.2
9 1 1.2 1.2 91,5
10 4 4.8 4.9 96.3
12 1 1.2 1.2 97.6
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20 2 2.4 24 100.0
Totalt | 82 97.6 100.0
Missing  System 2 24
Total 84 100.0
Exhibit 14f
What is the duration of your exercise at one time?
Cumulative
Frequency Percent Valid Percent Percent
Valid 10-30 minutes 16 19.0 19.5 19.5
30-60 minutes 37 440 451 64.6
60-90 minutes 18 22.6 23.2 87.8
greater than 90 minutes 10 11.9 12.2 100.0
Total 82 97.6 100.0
|Missing System 2 24
Total - 84 100.0
LIMITATIONS

Although this research report was an attempt to see how health conscious the Siena student body is, there
were certain limitations that should be noted when analyzing the results. One limitation was getting people to take
the survey. We contacted studenis by email, but we are unable to email the entire school so the amount of students
taking the survey was very limiied. Students also receive many emails a day and fend to delete the ones that they do
not believe is important. This means that students that we did send this email to may not have completed the survey
because they felt as though it was unimportant to them and a waste of time.

While we tried getting as many students to respond as possible only 83 did, and of the 83 that responded
48 were seniors, This makes 58% of the people who took this survey, seniors, There were only 4 freshmen, 18
sophomores, and 13 juniors that took this survey. This could skew our results to mainly be about Siena seniors
instead of about the entire school, If further research were done, it would be helpful to find a way to email the entire
school so they alk get the chance to participate. Offering some kind of incentive, such as a raffle, would be one way
of getting more students to complete the survey.

CONCLUSION AND RECOMMENDATIONS

Based on the results of this survey, we believe that Siena students are health conscious, Approximately
87% of students believe that they are healthy and according to this survey their lifestyle reflects this. Most students
{95%) do noi smoke cigarettes, visit the doctor at lcasi once a year, and work cut regularly and for substantial
periods of time. Many students (42%) also watch their caloric intake. Approximately 90% of Siena students
exercise regularty. The average student works out 4-5 times per week for 60-90 minutes. Approximately 78% of
students exercise in order to be healthy. This information shows that the average Siena student is health conscious
through their attitudes and behaviors.

Endnotes

The Environmental Protection Agency, Health and Diet Survey Report of Findings, 2008,
http://www.fda.gov/Food/ScienceResearch/Research Areas/ConsumerResearch/ucm08033 1 htm#foverall
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KOIJA WOMEN’S GROUP: MARKETING PLAN

Allison €'Keefe, Siena College

Kimberly Reuter, Siena College

Shannon Librizzi, Siena College
Kimberly DeFilippo, Siena College

INTRODUCTION

Loisaba Community Conservation Foundation, a non-profit organization, has been working towards their
ultimate goal of improving lives and living conditions of local tribes in Kenya. The Koija Women’s group is a
branch of this foundation that focuses on benefiting the lives of native women by providing them with jobs and a
source of income. The proceeds from buying the products directly assist these people’s lives. Previous proceeds
have resulted in the building of a school, a cafeteria for the school’s children, and a water well, Our current goal is fo
improve the quality of the children’s dormitory beds.

We propose that the Koija Women's Group sell their beaded bangle bracelets, beaded dog collars, and
introduce a new produet, the Koija Flip Flops to the Northeastern part of the United States. A variety of colors and
patterns create unique products that are made from the finest leather and beading. These high quality and handmade
products will be successful products in this area because they will fulfill the demand for beaded accessories. Beaded
jewelry is an attractive commodity for this middle to upper-class population. They have additional income to spend
and they ave willing to pay the price for such products to help out a good cause.

The beaded bracelets are in the growth stage of the product life cycle, while the beaded dog collars and
beaded flip flops will be in the introductory stage of the product life cycle. In the growth stage, our goals for the
beaded bracelels are to increase the Koija products’ popularity, possibly expand to larger markets, and increase
sales. For the beaded dog collars and flip fAops in the introductory stage, our goals are fo increase product
awareness, reduce risks of financial loss, and create some brand equity for the Koija Women's Group.

SWOT ANALYSIS

Strengths:

e Offers unique products-differentiation

e No two products are the same
e Variety of products
e Using women's natural skills
e The Loisaba Community Conservation Foundation
« Helps conscrve environiment

e Uses natural resources

Helps people in Kenya
s Provides jobs

Weaknesses:
e Length of time for order to come in (lead time)
Don’t have specific target markets
Limited financial resources
Limited natural resources
Need a better distribution sfrategy
Need a better promotion strategy to gain awareness
s Lack of packaging for the products
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o Lack of a fun, interactive website where consumers can buy products

Opportunities:
s Potential for growth
Potential to be profitable
Appeal to variety of customers bascd on wide amay of products
Market penetration - increases sales to present customers using present retailing format
Market expansion- increase sales existing retail format in new market segments
Retail format development-new retail formation (with diff retail mix) for the same target inarket
Diversification-operates a new retail format directed toward a new target market.

Thieats:
e Organizations that have morc awareness
¢ Red Foundation
Similar foundations using mass production
Local trade fairs
Economy
Competition
e Ten Thousand Viilages
s  Globat Girlfriend
Neighboring foundations in Kenya that have the same products:
» Ewaso
e  Musul Naramatisho Women’s Group

PROBLEMS AND OPPORTUNITIES

In Kenya, the mail and transportation systems are not very advanced. Therefore Loisaba experiences high
lead times for their products. This is a problem for the company because they cannot meet consumer wants and
demands in a timely manner. Another problein that Loisaba is currently experiencing is consumers cannot purchase
products on the internel. Loisaba also experiences high shipping costs.

MARKETING OBIECTIVES AND GOALS

Our marketing objective is to obtain brand equity and brand awareness fo try to create brand loyalty. The
message of the products would be very important to our strategy. Our promotions would emphasize Loisaba’s goals.
The distribution of our products is somewhat selective. We hope to deliver high quality and unique merchandise to
our target audience. Though our wide variety of target markets we will increase knowledge about the products and
attain favorable thoughts and feelings about the message and goal of Loisaba. We hope to achieve a positive feeling
about the benefits that Loisaba delivers to both its employees in Kenya as well as the overall economy in Kenya. We
hope to attain favorable attitudes towards our products as well as the company that will translate into overt consumer
behavior, This will increase Loisaba’s revenues and therefore profits.

MARKETING STRATEGY

In order to effectively implement the marketing goals and objectives, we need fo have a superb marketing
strategy. We will use a selective distribution strategy.

A, Beaded Bracelets:
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Target Audience:

The target audience for beaded bracelets shonld be middle-class girls and womicn from the ages of 13 te 30,
This segment would be interested in jewelry products, and they may alsa be more likely to help women in
developing nations. The message that will be stressed to (s segment is that *the Koija Women’s Group provides
these women with n source of family income, as weli as a sense of pride and sccomplishment outside the traditional
family role of women”, o when a womesn purchases one of these products, they arve helping their feliow sisters, For
the most par, we will he targeting the Caucasian pottion of this age group becanse we will be focusing in the
Upstate New York area, but the product can appesl to Flispanics or African American wormien as weil,
Market Strategy:

Produci:

Loisaba offers thin, bangle bracelets made out of wire and colorful heads, There will he a variety of
patierns, colors and sizes, Each product is custom made, so no one bracelet is exactly lke another. There will he
small, medium and large sizes. The sizes will be 5, 7, and 9 inches. Sets of 5 bracelets, as well as package deals that
consist of a bracelet, necklace, and ring will also be available. The women of the Koija Women’s Group make all
the accessories used on the warriors and throughout the community, which shows that these womnen are highly
trained and skitled, and therefore, the consumer is getiing & quality product. Please see Appendix A for product
pictures,

Price:
Individual cost: $2.00

The bracelets are currently being soid in the Loisaba gift store for a 331.00 cach. We recommend that these
bracelets be priced a dollar higher when being sold in America because we feel that the increasing demand for
bangle bracelets such as these will make this product a hot commodity, and therefore, the price should be increased
ene doliar {0 further bencfit the lives of these women in the Koija Women’s Group.

Bundic of 5: $8.50

This price strategy was chosen because consumers will recognize the value they are getting since one
bracelet is usually waorth $2.00. Therefore, this $8.50 package will be more appealing than a single bracelet (inental
marketing}, and this will create more snles.

Package deals of bracelet/neckiace/ring: $16.00

This concept of bundling can be very effective. The consumer tnay initially be interesied in oxe of the products, but
then they will see that the product they want is available in a package with complimentary iteins, which will expand
their product interest and influence the idea that they are getting more for their money.

In addition, the above prices are reasonable for the middleclass wormen we are targeting.

Distribution:

These headed bangle bracelets, as well as the variety of packages of the bracelets that we are offering,
could be a successfil product of the Siena College Women’s Cenfer, The Sister Thea Bowman Center for Women at
Siena College promotes fair trade products, and “*hosts sales of handerafted goods made by women in developing
countrics”, While the Koija Women's Group is not certified fair trade, the center would be more than willing ic
ptoinoie jewelry products that are produced by women in Kenya, in which the profits of the products are going
towards the improvement of the community and its people’s Hives, The women’s center sells their fair trade products
in the Sarazen Student Union, and if a variety our beaded bangle hracelets were displayed on a table as they do with
mony other fair trade producis, we feel that this Koija product would be a great suceess with femaic students on
campus. The Women’s Center proups at other local colieges, such as Union College, St Rose Cellege, and
University at Albany could also be possible promoter and distributors,
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Not only could people purchase the bracelets that are sold in the Sarazen Student Union, but they could also
place orders. These orders could then be fulfilled through the Loisaba website once this leature is working. The
ultimate goal is for stores to want to place orders for the products, rather than only selling them on consignment.

The bracelets will also be sold at farmer’s markets, church fairs and other church functions, as well as
boutiques such as Gracies Boutique, Speck Boutique, and the Adirondack Cotton Company. Gracies Boutique is
tocated in a strip mall in Latham, NY which is a heavily travcied area, strategically located down the street from a
grocery store, so the products will have significant exposure. Speck Boutique offers one of a kind jewelry and often
supports good causes such as the "Green Movement", so they are likely to support a cause such as ours, Both
boutiques attract the middle to upper class females we are targeting. In addition, clurch functions are a great option
because the members will be willing to support a good cause.

Promotion:

To target the college age portion of our target market, promotion will be campus wide. This will include
flyers, posters, as wel! as student-wide emails. To catch the attention of the gitls ages 15-18 of our target market,
flyers will be issued throughout high schools to advertise the product and let the potential consumer know the
locations where the products are being offered. Church functions and catechism classes could also be an ideal
location to post flyers because the children see the flyer, and then they go home and express their interest to their
mothers. Direct mail and emails to individuals that are on mailing lists from the specialty stores will also be a way to
promote these bracelets to more people,

Marketing Tactics:

We will be introducing the Koija beaded bangle bracelets which are similar to other products in the market.
There is product differentiation because cach bracelet will be uniquely handmade and proceeds will go to a good
cause. Meet the competition pricing will be implemented because of the time and effort put into these products, in
addition to being high quality products, Originally sold by the Koija Women’s Group for $1 each, we are increasing
the price to 82 each to met competition, We plan on distributing these bracelcts to local boutiques and church
functions, as well as through the Siena College Women’s Center fair trade sales. Promotion will include flyers and
direct/electronic mailing.

Tmplementation and Control:

In order to implement our marketing strategy, we will first contact the Siena College Women's Center to set
up an agreement for them to sell our Koija Women's Group products at their fair trade sales. We will also contact
focal boutiques such as Gracies Boutique, located in Newton Plaza in Latham, as well as Speck Boutique, located in
Saratoga Springs to come to an agreement for them to start offering these unique beaded bangle bracelets. We will
also continue selling the Jewelry at the Adirondack Cotton Company. These three stores, as well as the Women's
Center will be our initial distribution channels, and if there is success we will expand to other locat privately-owned
boutiques, as well as other college campus Women's Centers such as University at Albany and Saint Rose. We will
also contact focal churches to see if they would be interested in supporting our products, Although bracelets can be
made in one day, stores should expect a 2 month lead time before they will have the Koija bracelets on their shelves.
In regards to advertising, we will contact local college campuses, high schools, and churches to receive permission
to post flyers and posters, and camnpus wide e-mails can be sent out through the Women's Center.

B. Beaded Dog Collars:

Target Audience:

The target audience for dog collars made by the Koija Women’s Group wilt be femate dog owners between
the ages of 23-40. The age range will begin at 23 because this will include upperclassmen women and those who
have just graduated college. Since the majority of female college students in the capital region reside on their
campus, and are generally not allowed to have pets, we will target those students who are graduating or that are
upperclassman and may have an off-campus apartment. The educational level [or the target audience would be high
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school or college graduates. In terms of socioeconomic status, the target market would comprise middie to upper
class Caucasian and African American women.

Marketing Strategy:

Product:

The dog collars that will be marketed are made out of leather with a variety of different colored beads on
them. The beads will also be arranged in various patterns, Other product attributes include a range of sizes to
accommodate most dogs. The collars will be available in small {127), medium (14"}, and large (16”). Furthermore,
the collars will have an adjustahle strap, much like that of a beli, with a buckle and several holes for further
fiexibility in sizing, Please see Appendix B for product pictures.

Pricing:

To market the beaded dog collars a simple cost-plus pricing strategy will be implemented. Under this
strategy, the selling price will be derived from adding a percentage (the profit) to the cost of producing the product.
The selling price for a small dog collar will be $19.95, $29.95 for a medium collar, and $39.95 for a large collar.
Using these prices also implements a psychological pricing strategy whereby consumers are more likely to purchase
a product for $19.95 instead of $20.00 becausc they perceive the difference to be larger than it is.

Placement / Distribution:

The beaded dog collars made by the Koija Women’s Group will be sold af specialty dog stores that arc
privately owned, rathcr than corporate chains or franchises.  Sloppy Kisses Dog Boutique (Cliflon Park and
Saratoga) and Benson’s Pet Center (Colonie, Clifton Park, Saratoga, and Queensbury) are two examples of where
these collars will he distributed. They will also be sold in pet grooming stores like Pretty Paws in Albany, NY. Since
the decision of whether or not to carry a product in a store such as PetsMart is generally made at the corporate level,
taking hoth time and money, we believe that targeting privately owned stores first would be most effective.
Furthermore, the number of dog collars needed to stock the shelves at privately owned pet stores would currently be
more manageable on the Koija Women’s Group, than the number that would be needed for a franchise of stores.

Choosing to place the dog collars in privately owned pet stores will help to attract our target audience. The
store image associated with Benson’s Pet Center is casual and relaxed. The layout and parking lots are spacious, as
the stores are larger than Sloppy Kisses, and having four locations will help to reach a larger population of female
dog owners. Based on the demographics of this area, stores in Clifton Park and Colonie are more likely to be
patronized by middle class women, while the Saratoga and Queensbury stores are likely (o attract upper class
women. The store imape associated with Sloppy Kisses is a bit more upscale. Although smaller in size than
Benson’s, this boutique hosts a variety of events which attract upper class dog owners. For example, their Pampered
Pooch Contest and their annual Canine Costume Parade are two events held in Saratoga which can attract middle to
upper class female dog owners. Having locations in Clifton Park and Saratoga will help us to reach our target
market of fernales between the ages of 23-40. Furthermore, since Saratoga is a popular summer destination for
tourists and race track visitors, distributing the dog collars in Saratoga will give us a chance to tap into that
vacationing population of dog owners.

Promotion:

To promote the dog collars, we will use emails and direct mailings of brochures to individuals that are on
mailing lists at the pet stores selling our products. The brochures sent via email or thru the mail will contain pictures
of the dog collars, pricing information, sizing and color options, as well as information on the mission and purpose
of the Koija Women'’s Group.

Marketing Tactics:

We will be introducing the Koija beaded dog collars. We wilf be using the cost plus pricing strategy on
these products because the selling price will be derived from adding a percentage (the profit) to the cost of
producing the product. We also will be using the psychological pricing strategy because consumers will believe the
$19.95 price is a better value than $20.00. We plan on distributing these dog collars at several specialty dog stores
located in the capital region and surrounding areas. Such stores include: Sloppy Kisses and Benson’s Pet Center.
Promotion will inciude brochures sent via email to the store’s mailing lists as well as using direct mail.
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Implementation and Conirol:

To implement our marketing strategy, we will contact local privately owned pet stores, such as Sloppy
Kisses and Benson's Pet Center, to comeé to an agreement on stocking our product in their stores. Since production
times for these collars can vary, and the Koija Women’s Group does not have a website or intemet access, we will
not allow individual special orders. Rather, the collars will be pre-made and a batch (the # will vary for cach
privately owned store) will be delivered to each store to be stocked on the shelf. When the dog collar inventory
becomes low, the store can contact the Koija Women’s Group and more collars will be shipped to them.

C. Beaded Flip Flops:
Target Audience:

The target market is girls and women ages 10 to 40 that live in the Albany area, The girls and women we
are targeting are middle class to upper class and are concerned with fashion. They are willing to spend extra money
to look good, while helping out a good cause.

Murkering Strategy:

Product;

The product that we choose to sell is an assortment of girls and women’s flip flips. The first type is a
rubber beaded flip flop. It will come in a varicty of colors, styles, and sizes, It will be available in green, brown,
and black with a variety of colored beads. The second type is a brown leather thong sandal with multi color beads in
multiple sizes. The third style is a dark brown beaded leather thong with strap and buckle around ankle, The sizes
offered would be women's 5-10, Please refer to Appendix C for product pictures.

Distribufion.

We plan on distributing our product to the Siena College Women’s Center. From there, we will be able to
sell the flip flops in the Sarazen student union. We can also have other women's groups of local colleges, such as St.
Rose and the University of Albany, sell these products to their students. We also plan on selling the flip flops at
jocal boutique style shoe stores in the Albany area. For example, we would sell in two stores in Newton Plaza cailed
Gracies and Me. Furthermore, we would sell these products where other Loisaba products are already sold at
Sutton's Marketplace in Queensbury and Adirondack Cotton Company located in Bolton Landing, New York.

Pricing:

We plan on pricing the flip flops at $14.99 for the rubber style ones and $24.99 for both the leather style
ones. We will use cost plus pricing, These prices are chosen because we need to cover the cost of buying the flip
flops and sending them back and forth to Kenya. These prices will cover the cost and we will still be able to make a
profit.

Promotion:

We would want to promote our product so that our customers receive the emotional appeal to buy this
product. We would want them to know that by buying these products they are helping out the Koija Women's Group
in Kenya. We would incorporate this message into our promotions. n order to promote our product, we plan on
making flyers and putting them around campus and at local high schools. Included in these flyers would be pictures
of the product, & background about Loisaba, and where the product is sold. We also plan on putting these flyers in
the Times Union, Saratoga Post, and Schenectady Gazette Sunday newspaper advertisement section. We plan on
doing radio advertisements through retail stores on the local radio stations such as 92.3 and 102.3. We also plan to
send emails to existing customers from the mailing lists of the boutique style shoe stores.

Markefing Tactics:

We will be introducing the Koija Flip Flops into the market. Cost plus pricing strategy will be used. We
plan on distributing these products at local boutique style stores such as Me Boutique, Gracies Boutique, and the
Siena College Wommen'’s Center sales in the Sarazen Student Union. Promotion strategy will consist of flyers in the
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Sunday Newspaper, as well as around focal campuses and high schools. We will also contact the local radio stations
(92.3 and 102.3) to arrange an agreement for them to air our radio jingle which will be produced by a local band.

Dnplementation and Control:

In order to implement our marketing strategy, we plan on getting our materials for making the product. We
plan on contacting wholesalers, such as BJ's, to try and purchase the flip flops in bulk at a discounted rate. Then we
would send the flip flops to Kenya finalize the product. We then plan on contacting the local stores and the Siena
College Women's group and other local college groups, to come to an agreement on selling our product in their
stores (Gracies, Me, Sutton's Marketplace, and Adirondack Cotton Company) and student unions. We plan on
contacting the focal high schools and colleges (University of Albany and Saint Rose) to ask permission to put up
flyers around the campuses. We also plan on contacting the local newspapers (Times Union, Saratoga Post, and
Schenectady Gazette) to ask permission to put our advertisement in their Sunday advertisement sections of their
newspapers every Sunday. Furthermore, we will come to an agreement with the stores and local radio stations to see
if they will come up with an advertisement for their store that includes saying, "now selling a variety of flip flops
made from Loisaba in Kenya, please purchase these items to help a great cause."

SUMMARY

Out of the three products for which we have created marketing strategies, we will implement the flip flop
marketing strategy. We will also sell the browbands and belts. The advantages of these products are that they are
unigue, high quality, and custom made products. Our products are differentiated from our competitors because they
are high quality for a reasonable pricc and the profits benefit a non-profit organization, Costs to make these
products witl be relatively cheap because most of our materials are donated or bought at a discounted price. The
only exception is with the flip flops, which will depend on buying whether we can obtain them from a wholesaler.
We expect profits to be significant since a lot of people in the Capital Region are willing to support an organization
that is working to improve the lives of women in Kenya. With today's current fashion trends, we believe that the
beaded accessories will greatly appeal to our target market, which consists mainly of teenagers and young women.

Appendix A: Beaded Bracelets
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Appendix C: Flip Flops

Appendix D: Strategic Rationale for Print Ad Development

In creating our print ad for the dressage browbands and belts we used a perceptual strategy. Specifically, we
used bright colors, such as blue, green, and purple, to catch the eye of and, appeal to our target market of college and
university Equestrian Teams. Our ad also focuses on affective and cognitive aspects such as functional and
psychosocial benefits. For our ad, one of the functional benefits depicted would be standing out among other riders,
which would gain the psychosocial benefit of being a trendsetter, and being perceived as stylish. Another functional
benefit of the products in this ad is that they perform the purpose for which they were designed. The belts hold the
show shirts in the breeches of the rider, and the browbands complete the harness of the bridle. The psychosocial
benefits presented also include the fact that these products may make the judges look upon the rider in a more
favorable way, which could lead to higher placement in show classes.
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Aside from a perceptual and affective/cognitive approach, we also used a motivational and a self oriented

method. For instance, our ad seeks to meet the social and estecm levels found in Maslow’s Hierarchy of Needs.
The ad’s discussion of meeting a rider’s fashion needs and of getting noticed represents the social need of gaining
acceptance by other riders, This acceptance also leads to the self-esteem need of being recognized, and having
others desire a similar appearance through the purchase of these products. Moreover, the ad presents a self-approach
by targeting the audience’s ideal sell and self-concept. For instance, the uniqueness of the belts and browbands
marketed in tbe ad correlate to how the rider wanis to be perceived by others. In wearing these accessorics, riders
can feel confident as they ride and feel capable in performing better.
Qur print ad also engages in a personality approach to marketing, The individuals that would be attracted fo our ad
are those that feel a social responsibility to help thosc in need. By placing a paragraph on the ad which discusses the
beneficial aspects of Loisaba and the Koija Women's Group, we are appealing to those that are more willing to
purchase these products over our competitors simply because they want to give aid to less privileged individuals.

Since we are trying to highlight the cmotional message of what Loisaba represents, we included a
paragraph on our print ad pertaining to the advantages of purchasing products from the Koija Women’s Group.
Including this information will help to attract consumers who feel that they have a moral responsibility to help those
in need.

The design of our ad was created with the intention of being placed in local magazines, such as Saratoga

Living Magazine. Magazines such as this are geared towards middle to upper class families, especially those that
are in the Saratoga Springs area and have an interest in the Equestrian sport.

Appendix E: Strategic Rationale for Brochure Development

In creating our brochure for the dressage browbands and belts, we incorporated the Theory of Vicarious
Learning, or Modeling. This theory suggests that people may change their behaviors after having observed the
actions of other people and the consequences that have occurred. To allow our target market to view the products
being used, we included a picture of a rider wearing the beaded belt while standing next to a horse that has a beaded
browband on its bridle. We also depicted the conscquences of using these products by including a 1¥ place blue
ribbon on the rider’s shiri, We chose fo use modeling because it can be used to facilifate the occurrence of desired
behaviors (purchasing these products from the Koija Women's Group) if the positive consequences of using the
product are displayed (rider winning 1* place and wearing blue ribbon). Aside from a learning theory, a need theory
is also incorporated into the brochure, Specifically, the need for achievement is presented through the rider’s blue
ribbon and the phrase “If you can’t win with the judges, you can win with your style!” Those that view this ad are
encouraged to purchase the products in order to meet their need for achievement. Our ad allows the target market to
perceive our products as a means of getting noticed, complimented, and awarded.

In terms of appeals, our ad uses both a rational and an emotional approach. The rational appeal in our ad is
presented through the product attributes and functionality. Specifically, we discuss the quality of the materials used,
the uniqueness of each product, the sizes and colors offered, and the quality/durability of the crafismanship that goes
into making each belt or browband. In contrast, the emotional aspect of our brochure is achieved through the
discussion of who Loisaba and the Koija Women’s Group are, as well as the social benefits that result from
purchasing our products (building of the school, a cafeteria, a water well, etc). Thus, our ad is appealing to the
emotions of individuals who care about helping those in need.

In creating this brochure, we incorporated a perceptual approach to marketing through the use of color.
The bold red/purple used throughout the ad, along with the variety of colorful pictures, make the brochure stand out
and entices individuals to pick it up or look through it.
Lastly, our brochure seeks to create demand for the browbands and belts by offering a situation in which the
products can be used (Collegiate Equestrian Teams). Demand is further creating through our emphasis on the
products’ uniqueness. Since all riders tend to be dressed in the same manner for Intercollegiate Equestrian Shows
(tan breeches, tall black boots, black gloves, a solid colored show shirt, and a dark colored jacket), demand for the
products will increase as riders will want to distinguish themselves from all of the rest. Going along with demand,
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awareness is also created through this brochure as a discussion of how the products are made, who makes them, and
the benefits of purchasing them from the Koija Women'’s Group are explained.
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INTRAPERSONAL AGENTS AND THEIR ROLE IN
CONSUMER DECISION MAKING

Matthew Stark, Siena College
Dr. Ref Devasagapam, Siena College

ABSTRACT

The theory of inévapersan games prapounded by Ding (2007) holds promise for conswmer behavior scholars
exgaged in researvch regurding consumer variefy sceking belravior, Howaver, the rext imporiant step in theory
development is the developaent of empivically validated scales for the theovetical constructs af intraperson pames
theary. We operationalize the fheovetical constracts of efficiency and equity agents and proceed to devefop multi-
item measures of the vonstructs. We empivically validate the scales asing a national random sqmple of three
hundred respondents ard arvive ot valideted scales that miay be used for future studies. Additionally, we examine
the impact of consumer characteristics upon the equity and efficiency agents, the intraperson drivers of variely
seeking behavior, Our vesulis will be of interest to academic sclholars qid marketing practitioners that would like
fo use infraperson game ftheoretic constrncts in tielr strategy formslntions.

INTRODUCTION

Variety secking behavior is & phenomenon that has been widely studied in the field of marketing, The study
af varjety seeking and brand switching has produced varicus theories and constructs that attempt to capture this
concept in a way that is heneficiai to markcters (Bass 1973, 1974, Kabn 1995; van Trijp 1990; Ding 2007). Most of
the pasi research in the area has emphasized cxterna! variables such as demographics, branding, pricing, sic. to
influence such behavior (Chen 2004, Raju 1980), However, very few studies have analyzed possible internal
constructs and processes that could have an influence on variety seeking behavior and consuimer decisions.

A study conducted by Hans van Trijp (Van Trijp, Hoyer, and Inman {996} differentistes between tnternal
and external motivations for varicty seeking. This study bicnds internal factors such as need for variety with external
factors such as product categary. The study is successful in identifying some key variables that contribute to a
variety seeking decision. However, once again, these variables are driven by extemal factors,

In order to truly capture the dynamic of variely seeking behavior, this research proposes that a deeper
knowiedge of the internal variables that drive consumer decision is warranted, A recent paper by Min Ding {2007} in
the Journal of Marketing proposes theory of intraperson games as g possibile explanation in whicl factors [rom
withiit an individual's mind compete to make a decision. The theory of intraperson games finds its conceptual
inspiration from existing theories of the human mind as wetl as game theory. Ding {2007} proposed a predictive
quantitative model based on his theoreticaf constructs, Most relevant to our research, the theory of intraperson
games driws altention o the infernad Tactors that bmpact consumer variety seeking purchase decisions,

This research aims to develop empirical scales for measuring two proposed intrapeison games theory
constructs theorized by Ring (20073 Efficiency and Equity Agents, The ¢fficiency agent strives for instant
gratification while the equity agent considers long term benefits. We develop multi-item scales to measure these
constructs of intraperson games in the context of consumer variety seeking behavior, A survey based methodology
with a random national sample of three hundred respondents is used to examine the relevance, validity, and
relinbility of the empirical scales. Assessing the hmpact of these intrapersonal factors on consumer variety secking

5™ Annuat Siena College Student Conference in Business
April 16, 2010




behavior would not be possible without first understanding the vnderlying theories and concepts. The following
literature revicw highlights the existing theories, ns well as where the current study will add o the Titerature,

VARIETY SEEKING BEHAVIOR

Variety seeking is a desire that often manifests itself in the behavior of brand swiiching (Givon 1984),
Consumer buying choices can he broken down into three actions: a repeat purchase, a derived switch, or a variety
switch (Van Trijp, Hoyer, and Inman 1996), Repeat purchases are continuations in a previous buying pattern of an
individual. Derived switching behavior is understood to be the product of extrinsic motivations. A particular store
being closed for the night, a friend’s product recommendation, and an #tem being out of stock would alf he
considered extrinsic motivations, True varicty seeking behavior differs from derived varfety secking behavior in that
such actions are the result of fy#rinsic motivations from within an individual (Van Trijp 1995).

Past research supgests that true variety switching behavior generally occurs far one of three intrinsic
reasons, satiation, stimulation, or bedging, Satiatian oceurt as an individual experiences diminishing utility with
each successive repeat of a behavior (Coombs and Avrunin 1977), Stimulstion is when a consumer is excited about,
and inexplicably drawn to, the novelty ol a certain choice (Berlyne 1970; Faison 1977}, Faison explaing that
consuniets can be drawn {o 3 brand simply for a change of pace. The final intrinsie motive for brand switching is
hedging (Ding 2007, Hedging is a concept in which a consumer intentionally chooses something that does not
provide the most utility in order to achieve balance. One set of researchers (Ratner, Kahn, and Kahseman 1999}
discovered that individuals often trade pleasure for variety, The results show that subjects enjoyed choices in an
improving sequence (saving the best for tast). It is also found that some of the subjects, after making a less preferred
choice, ofien enjoy their favorite choice more than ever, Existing literature strugples to capture buying outcomes
through an intrapersonal lens, intraperson games theory may provide the theoretical rationale necessary to correct
this deficiency in the literabure.

THEORY OF INTRAPERSON GAMES

Min Ding (2007) has proposed a theoretical model that combines game theory with several famous theories
of the human mind. Frend's siructuraf theory (Freud 15233 is the hasis for Ding’s understanding of the conflicts that
take place within one’s mind, Freud believed that therc are three inferacting components of the inind. The id is a
self-centered, primitive drive guided by a constant pursuit of pleasure. Another drive, the Superego, counieracts the
Id, acting as a cautious voice of resson that has been shaped by the morals of an individual’s society. The Ego is on
equity drive that atternpis to give each drive a chance to show through at different times.

Ding’s research is also shaped by an Artilicini Intelligence theory originally published by Moarvin Minsky.
Minsky’s “Saeicty ot Minds” theory (Minsky 1986} proposed that the hiuman mind is comprised of thousands of
agents that each execute a different task. These agents are arranged i & hierarchy where the higher agents choose a
lower agent o utilize in a given situation.

Ding took these concepis and integrated them into a model nonmatly used for multi-pgeson game theory,
The model vses tweo higher level agents, efficiency and equity agenis. The Theory of Intraperson Games
successfully quantified the idea that individuals® decisions are a resuit of a battle between competing agents. An
emipirical study conducted by Ding verified the inode!’s aptitude for predicting buying outcomes. The empirical
study provided evidence that effectively measuring an individual’s personality could better predict future variety
secking behavior than by simply analyzing past purchases. However, Ding’s study did not provide a comnprebensive
scale for measuring an individual’s intrapersonal characteristics. The mathematical mode} simply shows how cach
agent would inferact in the context of game theory,

The Theory of Intraperson Games fits theories of marketing and psychology together effectively into a
mathematical context, However, the current study would like to muke this connection more accessible to marketers,
This research develnps scales for the effective measuring, of intrapersonal agents, Further, statistical analysis is also
utilized to identify consumer characteristics that impact intrapersonal agents,
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THEORY DEVELOPMENT

Building on the successful inclusion of muifiple agents of the mind in a previous markeiing application
{Dinp 2007), this study proposes that measuring Ding’s two distinet and opposite agents is passible. By measuring a
respondent’s agreement with statements of equity and efficiency, effective scales could classily consumers as
“equity-strong™ or “efficiency-sirong”. Based on this rationale, the cinergent preliminary scale (see Table | below)
contains 9 items in which respondents indicated their level of agreement on a five point scale from strongly disagree
to strongly agree. The items are designed to bring forth the respendents beliefs concerning various hypothetical
situations. The hypothetical scenarie of decisions involving a restaurnnt visit is ebosen with the overali sample frame
in mind. 1t is a challenge o find a product that demands involvement, experienee, and considered decisions that also
applies to a farge cross-section of the target poputation. ltems arc cither statements that invoive instant gratification,
lack of compramise, and swift action, or statements that involve trade-offs, long-term consideration, and resiraint.

Table 1,

During 2 typical visit te o restaurant, .,
Afier eating a high calorie entrée, T order dessert.
If 1 any hungry, I order appetizers before the entrée arrives,

T order as much alcohol as | desire with the meal.
After cating a high calorie entrée, I order a low calorie dessert.
T order what | desire the most, regardless of the calorie confent.
If T am hungry, 1 do not order appetizers but wait for the entrée.

1 order items T know 1 have enjoyed in the past,
Alter eating a high calorie entrée, [ skip dessert,
L worry about the price of my meal.

If I bave n working day the next morniag, { do not drink at all.

In addition to developing measurement scales for the intrapersonal agents, this study explores the impact of
consumes characteristics on such agents. Consistent with other construets in consumer behavior, we hypothesize that
intrapersonal agents are impacted by consumer characteristics and demographics, Intrapersopal agents arc indecd
internal constructs, however, the development of such agents must aiso be infortned by the lite circumstances of the
individual. Based on the findings of previous researeh in the area significant consumer characteristics are identified
and the following hypotheses emerpe:

H1. Consumer age influences intrapersonul agents employed by consumers in decision-making.
M2, Consumer gender mfluences mtrapersonal agent employed by consumer in decision-making.
H3. Consumer’s level of education influences mfrapetsonal agent exsployed by consumer in decision-making.

H4. Consumer's religious prefercnee influences intrapersonal agent emplayed by consumer in decision-making.

H5, Consumer’s political view influences intrapersonal agent employed by consumer in decision-making.
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HG, Consumer’s number of siblings influences intrapersonal agent employed by consumer in decision-making.

H7. Consumers’ annual household income influences intrapersonal agent ecmployed by consumer in decision-
making.

METHODOLOGY

The scales were introdoced in a survey that was distributed to the studenis, facully, and friends of a small college in
the Northeast USA during @ previous phase of this study, Prior ¢o the launch dole a preiest survey was conducted
with 10 respondents. The pretest was performed using the online survey tool o 8s to gain insight into the user
experience each respondent would have with the survey, With the researchers in the room, the respondents provided
immediate feedback which was then recerded and considered during finat revisions, Tn an effost fo incrense the cage
and quickness of the survey for respondents, redendant scale ifems were combined or deleted. Phrasing was
corrected and revised to facilitate more accurate answers. Once the survey passed another brief test round, it was
distributed throughont the course of the foliowing week. The survey was upproved by the inssitutional review board
and then administered nationally via the web through an online survey service. The online survey format provided
case of use for the respondents and more convenient angd accyrate data collection for the researchers. The subsequent
analysis is based on a convenience based randony sample of 300 individuals.

Sampie Prolite

As is expected in studies utilizing a survey, respondents did not disclose certain demographic formation. A
sununiary of the data set (including the percentape of missing responses) is included in Table 2. Adjusting for the
missing data, the following discussion refers {o percentages and proportions of respondents wio actually responded
to cach individual item.

Keeping with trends in collepe-based samples in past studies, our sample is two-thirds female (66% female, 34%
male). This provides a large enough aumber of male respondents to be considered representative of all males. Being
mosily distributed to students, over 80% of the sample [ell between the ages of eighteen and twenty-two. Almost
one-tenth of the respondents are fortfy-six years of age or older. Level of education is spread amongst several
choices. “Sume high school/ high school graduaic® made vp 318% of the sample. This sepment is likely made up of
inceming freshman as this study was sent during a summer before the coliege was in session, Respondents who arc
“Currently in colfege” represented 46% of the sample, The rest of the respondents who answered this question heid
an undergraduate degree or higher. Househeld income levels were surprisingly diverse, Respondents From
households making $75,000 or fess made up 30% of the sumpie. Fosty three percent ol respondents indicated a
household income of over $101,000, About ane-fourth of our sampie (27%) reparted between $76,000 and $100,000
anoyal household income, Table 2 provides a more detailed view of the sample prefile for this study,

Table 2, Sample Profile (N=300)

f Gender N %o i
Mala 81 27%
Female 156 52%
Missing 63 21%

| Age N “/Q
18-22 vears oid 195 65%
23-29 years oid L) 3%
30-45 years oid 16 3%
46 years and over 23  B%
Missing 64  21%

I Level of Education N Yo |
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Some high school/ High School Graduate 90 30%

Currently in Caollege 110 37%
Undergraduate degree 18 6%
Currently in graduate school 2 1%
Postgraduate degree 17 &%
Missing 3 21%
| Househald Income N _ % |
$30,000 or less 12 9%
$31,000-$75,000 55 18%
$76,000-$100,000 Bl 20%
$101,000-$200,000 84 2B%
$201,000-$300,000 12 4%
$301,000 or more 1 0%
Missing 75 25%

FINDINGS AND DISCUSSION

We began by testing the nine-itens composite PG (Iniraperson Games) scale which yielded a Cronbach’s
Alpha of 0.300. As theoretically expected, we found this one-dimensional scule o be inadequate in measuring the
multidimensional IPG constructs. Based on Ding’s {2007} conceptualization of the PG being a two dimensiona
consfruct, we proceeded (o subject the nine-ifem scale to a confinnastory factor analysis. A pnnciples component
analysis based faeior solution revealed patterns of both efficiency and equity agent measurement scales. The total
variance explained by the factor analytic model] is 68,726%, which i excellent for a first time use scale. We
restricted the principle extraction to Eigen values of | or higher and used item loadings of 0.6 or higher only. The
model was further refined vsing a Varimsax rotation which yielded three-item efficiency agent scale and a five-item
equity agent scale. One of our scale items "I worry about the price of my meal," does not load sipnificantly on either
ol the compotents and was therefore excluded from futher analysis,

The scale itemns that emerged from the factor analysis were further analyzed for validity and reliability
using a Cronbach’s Aipha. The three-item efficiency agent scafe reported an Alpha value of .672, which is excellent
for a first tine use scale (Nurmaly [278). The equity ageni scale is a [ive-item scaic that also provided a pood Alpha
value of 505, which is aceeptable for a newly developed theoretical scale being used for the first time, Table 3
provides a breakdown of which ifems coinprise each scale.
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Table 3.

Validated Scales

Efficiency Agent Scale (Three-lfem) g = ,672

After eating a high calorie entrée, T order dessert,

After sating a high calorie entrée, I skip dessert, {Reverse Coded)

1 order what I desire the most, regardless of the calorie content.

Equity Agent Scale (Five-Item) a = 505

After eating 2 high calorie entide, I order a low calorie dessert,

If L am hungry, [ do not order appetizers but wait for the entrée,

T order as much alcohiol as 1 desire with the meal, (Reverse Coded}

i T am hungey, | order appetizers before the entrée arrives. (Reverse Coded)

if I have a working day the next morsing, I do not drink at afl,

We then proceeded to use the above-mentinned validated scales to test our proposed hypotheses reluting to
efficiency and equity agents. A one-way analysis of variance (ANOV A} was employed to determine if the
intrapersonal agents were impacied by the previousiy stated consumer characteristics in a statistically significant
manner. As hiypothesized: ape, gender, and level of education all had a statistically significant impact on both the
efficiency and equity apents (At a significance level of .10 or less). Household income can be included as a factor
that impacts intrapersonal agents as well, however, the aipha levels are slightly hipher than desired (efficiency p:0
111, equity p: 0 ,094). Religious prefercnce, number of siblings, and political views were found to be statistically
nonsignificant.

To furthey investigate the direction of the relationship belween intrapersonal agents and consumer
characteristics, bivariate correlation anuiysis was utilized. The analysis included Peorson correlation coefficients and
a two-tailed test of significance. All correlations reported are significant with a maximum p-value of 0,10, unless
otherwisc noted.

Surprisingly, age had a nepative corretation with both the efficiency and equity agents ( -.183 and - 198,
respectively), One explanation for this may be that, as individuals age, they become more influenced by tradition
aind personal habits and rely marginally fess on internal agents to make decisions. The correlation is not considered
{0 be very strong but pravides ur interes(ing insight into how intrapersonal agents may chunge, however slightly,
over time.

A statistically significant correfation between gender and the intrapersonal apgents exists. Males tend to have
stronger efficiency opents and weaker equity agents. The reverse is true for females,
Another correlation shows that as the level of education of respondents increased the strength of equity agents
decreased (-212). The correlation between the efficiency agent and level of education showed a negative correlation
as well, but feil just outside the range of being statistically significant {p: 0 .122, correiation = - {101). Having both
agents decrease al the same time presents a similar situation ag in the case of age. As a person grows and becomes
more educated they are able to draw on external knowiedge and habits they have accurnulated when making a
decision. They are likely poing {0 depend on internal (“gut™) feelings less and extornal factors ore, This could
explain why both intrapersonal agents seem to slightly diminish in strength with age, The fuzal statistically
significant correlatinn is found berween the effiviency agent and political views, The sirength of the efficiency agent
is positively correlated with the degree of self-reported liberalism (. 113),
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Characteristics such as political views, number of siblngs, and household income have no significant
impact on intrapersonai agents. The factors that have an impaci proved to be weak carrelations, with the strongest
being -.231, These findings are further evidence that intrapersonal agents and the internal decision making process
are powerful tools that are not easily influenced by external circumstances,

CONCLUSIONS AND FUTURE RESEARCH ACENDA

Tle creation of the intrapersonal agent scales allows marketers to measure and classify consumers hased on
their internai decision making agents, Further development of this concept should lead to useful marketing fools,
The research has shown empirical evidence o two distinet intrapersonal agents, efficiency and equity. An
individual’s decision is uliimately swayed by one of the two ngents. The stronger agent is more likely to *win” the
argument more often, Marketers should be aware of the predictive powers that may arise from future research, The
scale created in this study is an important first step in doowing value from a deeper understanding of consumer
decision making.

Recognizing the independence of the imternal decision making process is critical to understanding the
nature of infrapersonal agents. As competition intensifies, product offerings and price peints become seemingly
homogeneous, and traditional advertising loses elfectiveness, marketers may consider appealing more to o
consumer’s intraperson agents, Considering that all decisions are the result of an individual’s perception of external
information, i would be useful to know which agent favors one’s value proposition.

Future research is needed to explore the impact of these intrapersonal agents on consumer behaviors. Intrapersonal
agents seem {o be minimally impacted by demographics but measuring the types of purchase behavior and attitudes
that result from the agents will prove to be critical.
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UNITY HOUSE ENDOWMENT FUND PORTFOLIO

Jon Zitka, Siena College
Kristin Lynch, Siena College
Jason McKelvy, Siena College
Dan Varone, Siena College

Class: Finance 315 (Advanced Investment — Theory and Practice) with Dr. Fang (Jenny) Zhao

Community Partner: Unity House

PROJECT DESCRIPTION

The assighed projects involved investing and managing the endowment fund portfolio for Unity House for
a three-month period. The primary goal of this project was to gain an understanding of the investment process by
becoming an interested participant. We were required to trade an initial wealth of $600,000 (the size of the
endowment fund of Unity House) in domestic or international stocks, bonds, mutual funds, options, and futures over
the semester. The trading simulation was managed by Stock-Trak, Inc. of Atlanta, Georgia, a comprehensive
simulation program for Finance students across the U.S. Through this project, we were able to apply techniques of
risk and return analysis, financial statement analysis, and equity and bond valuation in a real context. We produced a
comprehensive portfolio report by the end of the semester, and we presented our project to the community partner
and to the class, Our portfolio began with $600,000 to invest and ended with a value of $626,143 for a final holding
period return on the portfolio of 4.36% (the annualized return was 18.61%). At the start of the exercise, the S&P 500
was at $1,068.30 and closed the exercise at $1,094.90, yielding a retum of 2.49%, Based on the S&P 500°s return,
our portfolio outperformed the market by 1,87 percentage points, or 75,1 percent. The project worked effectively to
achieve the learning outcomes of the course. The copies of our portfolio report and presentation were delivered to
our community pariner,

REFLECTION

We believe this project was appropriate when considering the School of Business mission to prepare
students for the real world. We applied our knowledge to develop both intellectually and professionally. We were in
a sense working for one real client—Unity House. Tt allowed us to see what will be expected of us when we enter the
professional world. We invested and managed our community partner’s portfolio free of charge. It is a win-win
situation for both us students and our community partner. We appreciate having the opportunity to participate in a
project that would enrich our learning experience and at the same time benefit others. We believe that more courses
should have service learning projects that are tied to our major,

FUTURE

We enjoyed creating a stock portfolio for our community partner. We were able to test different investment
strategies. We liked the fact that we were given the tools to analyze the stock and bond picks we made. We have a
better understanding of investment strategy as a resuit of completing this project. Overall, we feel that this project
was very beneficial to our learning experience with portfolio management. It gave us the chance to apply concepts
learned in class to a real-life situation. Some of us are interested in becoming a portfolio manager because this is the
type of career we want to obtain after graduation. Doing our service learning project for this class has helped us
realize it.
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