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Editorial

Journal of Economics and Behavioral Studies (JEBS) provides distinct avenue for quality research in the ever-
changing fields of economics & behavioral studies and related disciplines. Research work submitted for
publication consideration should not merely limited to conceptualization of economics and behavioral
developments but comprise interdisciplinary and multi-facet approaches to economics and behavioral
theories and practices as well as general transformations in the fields. Scope of the JEBS includes: subjects of
managerial economics, financial economics, development economics, finance, economics, financial
psychology, strategic management, organizational behavior, human behavior, marketing, human resource
management and behavioral finance. Author(s) should declare that work submitted to the journal is original,
not under consideration for publication by another journal and that all listed authors approve its submission
to JEBS. Author (s) can submit: Research Paper, Conceptual Paper, Case Studies and Book Review. Journal
received research submission related to all aspects of major themes and tracks. All submitted papers were
first assessed by the editorial team for relevance and originality of the work and blindly peer-reviewed by the
external reviewers depending on the subject matter of the paper. After the rigorous peer-review process, the
submitted papers were selected based on originality, significance, and clarity of the purpose. The current
issue of JEBS comprises papers of scholars from South Africa, Nigeria, Pakistan, KSA and Malaysia. The Impact
of Social Media on Social Cohesion, Audit Characteristics and Financial Reporting Timeliness of Non-Financial
Institution, Market Potential of Freshwater Fish Farmers, The Impact of Workforce Diversity on
Organizational Performance and Green Product and Process Innovation, Corporate Environmental Ethics and
Competitive Advantages among Manufacturing Firms were some of the major practices and concepts
examined in these studies. The current issue will therefore be a unique offer where scholars will be able to
appreciate the latest results in their field of expertise and to acquire additional knowledge in other relevant
fields.
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Abstract: Social cohesion is an important policy issue with social, political and economic consequences in
South Africa. Given the country’s diverse population comprised of different races, ethnicities and migrants
from around the world, its history of violence and the persistent incidences of xenophobia, social cohesion
has become a prominent issue. The study foregoes discussing the challenges of achieving social cohesion to
examine the nexus between social media and social cohesion promotion. Since lockdown was introduced in
March 2020, social media has become a means for daily communication, bridging racial, ethnic, class and
geographical boundaries. Against this background, this study explored the impact of social media on social
cohesion in South Africa? The main objective was to examine the role played by social media in fostering
social cohesion. A systematic review of relevant academic literature and research reports on social media and
social cohesion was adopted in gathering data. By examining the social media social cohesion nexus, an
illustration of social media as an essential determinant of social cohesion can be delineated. Teasing out these
aspects is vital in enriching the current literature on understanding social cohesion. The study found that
social media has become an essential platform for nation-building, potentially bridging racial, ethnic, cultural,
and geographical gaps in South African society. However, due to the threats of misinformation and insensitive
use, social media can hamstring social cohesion and cause instability. The study recommends that social
media be used appropriately and sensitively in strengthening interpersonal relationships that transcend race,
culture, ethnicity, nationality, and religion.

Keywords: Social-Media, Social Cohesion, South Africa, Public Sphere, Solidarity.

1. Introduction

The young democracy of South Africa has not yet emerged as the cohesive society (Kiguwa & Langa, 2015;
Patel, 2021b) envisioned at independence over two and a half decades ago. Persistent social movements,
routine xenophobic violence, continuous service delivery protests and growing unemployment, widening
racial inequalities and pervasive race wars on social media, among other things, illustrate the cleavages that
characterize the country's political landscape and indicate the need for cohesion. Given the complex diversity
of the South African population, comprised of African, Coloured, Indian and White races; over 11 ethnic
groups and immigrants from the continent and beyond (Statistics South Africa, 2019, 2021), social cohesion
has become a critical policy agenda. The conceptual underpinnings of social cohesion suggest that a “glue”
must bind society together (Jakubowicz, 2007; Burns: et al.,, 2018; Njozela, Shaw & Burns, 2021). This glue is
akin to a shared sense of identity, ideas and values to resolve distinctions among individuals within groups
and commonality in goals to ensure cooperation and unity between different groups. Jakubowicz utilizes the
phrase “the building and demolition of social capital” to describe processes that encourage people to unite
and divide respectively (Jakubowicz, 2007). At the same time, he asserts that social capital includes “bonding
processes that build links within groups,” and “bridging processes that build links between groups.”

This study conceptualizes social cohesion in the South African context in fuller detail in the literature review.
Nevertheless, the study broadly defines the concept as the process of forming a collective and,
simultaneously, the level of interrelatedness in a society from the development perspective. Social cohesion is
idealized as a solution to many social ills; therefore, it is measured by the levels of the connectedness of
populations in society, inequality and poverty inter alia. Taking note of the aspects of interrelatedness and
connectedness, the mass media, in general, have always been utilized to build or demolish social capital over
the years. In particular, social media have evolved to dominate the construction and communication of
culture and meaning in the public sphere of society on a global scale. The study conceptualizes social media as
the means of transmission over the internet through public applications. Applications such as WhatsApp,
Facebook, Facebook Messenger and Instagram provided by Meta; Twitter, YouTube and LinkedIn define the
purview of social media under this study. The COVID-19 pandemic in early 2020 and the subsequent policy
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response of national lockdowns catapulted the uptake of social media in the public sphere of day-to-day life,
prompting interest in the social media and social cohesion nexus.

This research seeks to answer the question, what is the impact of social media on social cohesion in South
Africa? The study's main objectives are to delineate the role(s) played by social media and analyze if social
media has enhanced or diminished social cohesion in South Africa. By examining the nexus between social
media and social cohesion in South Africa, an illustration of social media as both a key determinant and
essential facilitator of social cohesion in contemporary South Africa can be delineated. Teasing out these
aspects can enrich the current literature on understanding social cohesion. It also opens up avenues and
debates around achieving greater cohesiveness in South Africa and, by extension Africa.

2. Literature Review

Social Cohesion in the South African Context: Achieving social cohesion is one of the more elusive policy
challenges that the post-apartheid South African state faces (Kiguwa & Langa, 2015; Burns: et al., 2018;
Njozela, Shaw & Burns, 2021; Patel, 2021a). Racial inequalities, the widening gap between the rich and the
poor and the diversity of the population are some of the factors that feed into this challenge. Social cohesion
is a longstanding concept, yet it appeared fairly recently during the last two decades of South Africa’s
democracy (Palmary, 2015). It can be traced to the 2004 Social Cohesion and Social Justice in South Africa
report on the dangers of racism, class and social inequality to unify the country (Dexter, 2004). The concept
also featured in political speeches like former President Zuma’s 2009 address that reiterated the post-
apartheid goal of building a unified democratic South Africa and the 2011 National Planning Commission’s
diagnostic document on social cohesion (Department of Arts and Culture South Africa, 2012: 2). The term has
been intricately tied to the concepts of ‘Ubuntu’ and the ‘rainbow nation’ ever since. However, the question
remains, what is social cohesion in the South African context? Although social cohesion is essential, there is
little consensus on what the term entails (Chan, To & Chan, 2006; Schiefer & van der Noll, 2017). Emile
Durkheim conceptualized social cohesion as characterized by the absence of social conflict and the vital force
that unites society (Fonseca, Lukosch & Brazier, 2019).

The concept has received much scholarly conflicting attention ever since (Maxwell, 1996; Jenson et al., 1998;
Chan, To & Chan, 2006 and OECD, 2011), among others. The lack of definitional consensus can be attributed
to the politicization of social cohesion and conceptualization from distinct policy domains. For instance, the
focus of social cohesion for the World Bank was on economic development. For the European Union, social
cohesion was understood in relation to economic instability inter alia (Schiefer & van der Noll, 2017).
According to the Human Sciences Research Council (HSRC), “... the OECD’s vision for social cohesion
emphasizes the right to economic well-being, the Council of Europe stresses democratic citizenship, and the
EU, solidarity” (Jeannotte, 2000). Distinct conceptualizations of social cohesion are also notable on the African
continent. Notwithstanding the lack of definitional consensus, the term has been utilized by policymakers,
academics, thinktanks and scientists in relation to development and in the formulation of policies aimed at
addressing challenges in society (Schiefer & van der Noll, 2017). Consequently, social cohesion has been
vaguely constructed as an all-encompassing concept for most if not all societal challenges. For instance, while
noting the complexities of defining social cohesion, the HSRC describe the concept as, “... the extent to which a
society is coherent, united and functional, providing an environment within which its citizens can flourish”
(Dexter, 2004). The best way of conceptualising social cohesion has been to characterise an incohesive
society.

Which has often been marked by conflict, social unrest, violence, social inequality and marginalization of
minority portions of society (David et al., 2018; Meiring, Kannemeyer & Potgieter, 2018). The absence of
social cohesion can be associated with authoritarian regimes mainly because practices of coercion and social
exclusion characterize them. Therefore, social cohesion is conceptualized as intricately tied with democracy,
social inclusion, social justice, cooperation, economic growth, unity and open access, among others. There are
five measures of social cohesion: affiliation/isolation, which forms identity or shared values;
insertion/exclusion, which is the availability of access to economic opportunities; participation/passivity in
public affairs; acceptance/rejection; and legitimacy/illegitimacy (Jenson et al., 1998). These characterizations
show the complexity of defining social cohesion. To delineate the meaning of social cohesion within this
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article, we employ three definitions that speak to the context of South Africa. First, “The term social cohesion
seems to group all pressing social issues - racism, income inequality, civic responsibility, etc. - into one
overarching question: how can South African citizens be brought to think and act in solidarity, in the interests
of everyone and the nation as a whole?” (Struwig et al,, 2013, 401). The above description speaks to the
inclusive nature of social cohesion as an umbrella term for resolving most social ills. The element of solidarity
implies that social cohesion depends upon the cooperation of members of society.

Second, “A cohesive society works towards the well-being of all of its members, minimizing disparities and
avoiding marginalization. It entails three major dimensions: fostering cohesion by building networks of
relationships, trust and identity between different groups; fighting discrimination, exclusion and excessive
inequalities; and enabling upward social mobility” (OECD, 2011, 52-3). And third, “A process of building
shared values and communities of interpretation, reducing disparities in wealth and income, and generally
enabling people to have a sense that they are engaged in a common enterprise, facing shared challenges, and
that they are members of the same community” (Maxwell, 1996). The last two definitions encapsulate the
essence of solidarity and cooperation of members of society in actively addressing the challenges they face for
the benefit and equality of all. They also speak to developing a social identity where community members feel
valued, and their participation is required. The above definitions help give the scope of the envisioned social
cohesion in South Africa. Similar to other nations, the post-apartheid democratic state of South Africa has
experienced increased threats to social cohesion since independence in 1994. To understand the importance
of attaining social cohesion in the country, it is important to look at the diversity of the South African social,
political and economic landscape aptly dubbed the rainbow nation.

Understanding the Diversity of the South African Social Landscape: South Africa is a diverse country with
a population that is comprised of African, Coloured, Indian and White races; over 11 ethnic groups and
immigrants from the continent and the world, making social cohesion a vital policy agenda (Statistics South
Africa, 2019, 2021). The South African constitution reflects the diversity of the country and also calls for
equality for all people that live in the country as it declares, “We the people of South Africa believe that South
Africa belongs to everyone who lives in it, united in our diversity" (Constitution of the Republic of South
Africa, 1996 | South African Government, no date) indicating the importance of a socially cohesive post-
apartheid South African democratic nation. However, Palmary asserts that on a closer inspection of the
constitution, social cohesion has been constructed around citizenship. As a result, it becomes a source of
social fragmentation since the policy is exclusionary of groups that are non-citizens (Palmary, 2015). For
instance, Chapter Nine of the constitution speaks of inclusivity between the state and its citizens and not
necessarily groups that are non-citizens such as migrants.

Palmary notes that this is an example of negative social cohesion since encouraging social cohesion amongst
citizens ignores and excludes the existence of immigration. A consequence of this has been the sporadic
outbreaks of xenophobia that have plagued the post-apartheid democracy of South Africa, but it does not end
there. Incidents such as basic services delivery protests, increasing youth unemployment, xenophobic attacks
on African migrants and anti-migrant protests, spatial exclusion, institutionalized racism, and sexism, among
others, point out the social divisions in the rainbow nation (Struwig et al.,, 2013). The population has been
fragmented on the lines of race, unequal social classes, ethnicity, language, the spatial division between the
urban and rural, migration status and religion, to name a few. The Institute for Justice and Reconciliation (IJR)
conducted a national public opinion survey, the South African Reconciliation Barometer (SARB), in 2019,
which showed that over 70 percent of South Africans pointed to the apartheid regime as the source and cause
of poverty in the country today (IJR, 2019).

The apartheid system segregated and discriminated against the majority South African population that was
non-white and comprised of black and colored groups. All non-whites were excluded from meaningful
employment, which was controlled by the white minority population. Social interaction or contact between
whites and non-whites was forbidden, resulting in unequal educational standards and even denied the
participation of non-whites in the government unless they were represented by a white South African, to
name a few. By the time independence came in 1994, most of the population was economically, politically and
socially disadvantaged, while the minority controlled and owned most of the country. According to the (IJR,
2017), South Africans are economically insecure and disadvantaged, which is one of the major causes of

3



Journal of Economics and Behavioral Studies (JEBS)

Vol. 14, No. 2, June 2022 (ISSN 2220-6140)

fragmentation within the country. Considering the aforementioned state of social cohesion in South Africa,
this research seeks to understand the impact social media has had on social cohesion in the country.

3. Methodology

The study used a documentary research methodology to review the literature and social media databases. A
systematic literature review was adopted to gather data on relevant academic articles, research reports,
newspapers and online blogs on social media and social cohesion in South Africa. The study examined the We
Are Social and Hootsuite digital reports from 2015 to 2021, databases such as Statistics South Africa (Stats
SA), Statista and Hello Yes Marketing, among others, to determine social media usage trends in South Africa
during the COVID19 crisis from 2020 to midyear 2021. The study also analyzed data on critical aspects of
social cohesion, such as the level of inequality and cooperation among citizens in the country and the use of
social media in bringing South Africans together during the time mentioned above. The study also considered
the challenges to building a socially cohesive society associated with using social media in the country.

4., Results and Discussion

The modern public domain is influenced by media more generally and social media more specifically. This is
true for the South African public domain, given the number of social media users. Based on the We Are Social
& Hootsuite’s Most Used Social Media Platforms in South Africa Report in January 2020, South African
internet users between the age of 16 to 64 reported using the following social media platforms: WhatsApp
being the most used platform with 89 percent, followed by YouTube with 87 percent, Facebook 83 percent,
FB Messenger 61 percent, Instagram 61 percent, Twitter 44 percent, Pinterest 42 percent and LinkedIn with
41 percent to name a few (Kemp, 2020). The implications social media has on social cohesion are therefore
manifold. Ideally, the roles of social media are to provide both local and international platforms for the
production, dissemination, negotiation and consumption of societal meaning (Jakubowicz, 2007). According
to Curran, Morley and Walkerdine (1996), since the media are, in essence, tools of mass communication in
any society, media is neutral, meaning it can be utilized to either promote social cohesion or fuel social
conflict. We consider some of the implications of social media on social cohesion below.

The Influence of Social Media on South Africa’s Public Sphere: For social media to significantly impact
social cohesion in South Africa, utilization of the former by a considerable number of the country’s population
must be established. An examination of the internet and social media activity against the total population in
South Africa as of 2021 shows that 64% of the population were active internet users, and about 41.9% were
active social media users (Kemp, 2021). Therefore, the utilization of social media has a strong bearing on
social cohesion in the country. Below are Figure 1 and Figure 2 showing the utilization of the internet and
social media against the total population and the average daily use of the internet and social media from 2015
to 2021, respectively. The figures are a conflation of the Digital Reports from We Are Social & Hootsuite from
2015 to 2021 to establish if a reasonable section of the population is utilizing social media to have any real
impact on social cohesion.
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Figure 1: Internet and Social Media Users from 2015 - 2021
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The data shows a steady increase in the number of people using social media from 11.6 million in 2015 to 25
million in 2021. The SA Social Media Landscape Report (2021) also concurs that there are around 38 million
internet users and approximately 25 million social media users in the country. This increase illustrates the
growing influence of social media on the public sphere, where social cohesion occurs on one hand and the
migration of people from the physical to the virtual public sphere on the other hand. Comparing the number
of people using social media amounting to around 25 million and the total population of close to 60 million
establishes the implications of social media on social cohesion to be worth considering and potentially
significant since close to half of the population engages on social media. The data further supports this
observation because it shows an increase in social media utilization. Additionally, Figure 2 below illustrates
that the daily average time spent on social media rose from an average of 2.6 from 2015 to 2019 to 3.1 in
2020 and 3.32in 2021.
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Figure 2: Average Daily Time Spent on the Internet and Social Media from 2015 - 2021
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The Purpose for Social Media Use in Relation to Social Cohesion and its Implications: More significant
than the number of people using social media is to interrogate how social media is used and for what
purpose. While the aforementioned increase in social media users and usage is not an explicit indication of
social cohesion in the broad sense, it does illustrate that the internet and social media are expanding as a
virtual public sphere. A public sphere is open to everyone, and the purpose of a public sphere is critical
debate (Habermas, 1989). The public sphere is a neutral platform for political communication - where the
civil society and the state, the government and governed engage (Habermas, 1989; Gillwald, 1993). This
engagement, if carried out successfully produces a cohesive society. Determining the purpose of social media
usage is challenging however, examining which social media platforms are being utilized may offer insights
on whether social cohesion is being advanced. Figure 3 below tries to capture this.
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Figure 3: Percentage of the Population Using Different Social-Media Platforms from 2015 - 2021
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The data shows that since 2015 several social media platforms have been utilized from those that are
entertainment-oriented like Snapchat, TikTok, Instagram and Badoo, to business-oriented platforms like
telegram, LinkedIn, Google+ and Skype as well as instant messaging platforms which are engagement-
oriented like Twitter, Facebook, Messenger, YouTube and WhatsApp. More significant to this discussion is
that the data shows that first there has been more utilization of instant messaging social media platforms
which are engagement oriented as opposed to entertainment platforms. Second, there has been a significant
increase in the number of people utilizing instant messaging platforms. These observations suggest that
social media has the potential to enhance social cohesion since these platforms allow for engagement on a
plethora of themes from politics, the economy, society, sports and businesses to name a few. These platforms
are also characterized by interest aggregation since people with similar interests and views can form
communities that transcend race, culture, ethnicity, nationality, and religion. These engagements reflect the
aspect of cooperation which is a part of social cohesion.

Inequality: Intra-Group Cohesion as Opposed to Inter-Group Cohesion: The COVID-19 pandemic
distorted the nature of the public domain - the national lockdowns in response to the pandemic resulted in
the migration from the physical public domain to a virtual and digital one (Patel, 2021b; The SA Social Media
Landscape Report, 2021; Businesstech, 2021). While digital technologies had already been transforming
social interactions, they also enhanced the inequality that existed between social groups through exposure to
the digital divide (Marlowe, Bartley & Collins, 2017). While a shared vision of ‘building back better’
characterized the global scene, in South Africa, societal cleavages further widened as the social class divide
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between rich and poor, the racial division between black and white, and anti-African migrant sentiment in the
country deepened. Despite this, social cohesion was promoted as social mobilization became more localized
and more accessible.

According to the SA Social Media Landscape Report (2021), an increase of 59% of respondents asserted that
social media is an effective mode of public interactions and relations. However, this interaction tended to be
more intra-group rather than intergroup meaning social cohesion occurred on a smaller scale in most cases.
An investigation into the use of social media in South Africa in 2019 found that there are preferences in terms
of social media type and usage (Budree, Fietkiewicz & Lins, 2019) which has an implication for cohesion. A
good example of this is Black Twitter, which is Twitter for black South Africans. Inclusion into or exclusion
from the group is based on the ‘blackness’ of the person and the implications thereof is that while the identity
of blacks is being formed and there is social cohesion within the group, simultaneously the group is excluding
every other group that is non-black therefore impeding social cohesion on a national scale.

The Threat of Mis-Information: The increased utilization of social media has, however, also resulted in the
sharing and spread of misinformation which has negative implications on the attainment of social cohesion.
Misinformation comes in various forms but the most common are fake news and cyber-propaganda - these
have the potential to cause societal fragmentation and exclusion with far-reaching consequences. Africa is
amenable to this threat of misinformation posed by social media due to poor infrastructure to support,
maintain and regulate the flow of information on social media platforms and this has been the major
impediment to social cohesion in South Africa (Adegoke, 2018). According to Fischer et al. (2021), a cross-
sectional study of the use of technology during lockdown showed that the use of web searches and social
media platforms as opposed to government websites increased the likelihood for the population to access and
spread health misinformation. In addition, there was an increase in cyber-crime in the form of online
fraudsters during the pandemic (TransUnion, 2021) and this made people less likely to communicate with
each other. However, during the COVID-19 public health emergency, the South African government was able
to leverage social media in two mitigating strategies namely the elevation of social media as an essential
service for communication and actively overwhelming communication channels with up-to-date information
on managing lockdown and the pandemic. Citizens have also worked tirelessly in the management of the
pandemic through social media.

According to Bosch (2020), members of the South African society were using ‘coveillance’ or rather, they
were watching each other through social media posts to stay updated on compliance with lockdown
restrictions, sharing critical health information and news material and publicizing people who were
contravening lockdown regulations. This was an expression of people coming together because some of the
social media posts tagged the government and even the police to take action - a mark of solidarity and unity of
purpose. To mitigate the threat of misinformation, the government took advantage of the plethora of social
media outlets like Facebook, Twitter, WhatsApp and others by compiling very short and timely, easily
digestible and attractive media that they circulated on social media to keep the South African population
informed on the unfolding of the pandemic. According to the South African Government (2020), Minister
Mthembu praised the role of media in providing vital information on the pandemic both locally and
internationally, thanking journalists and think tanks for their devotion to engagement on social media. This
has largely been a success in reducing the level of misinformation and fake news present on the internet as a
whole. According to Trifonova (2020), there are generally four reasons for using social media namely to pass
the time, for entertainment, and to stay up to date with news - the COVID-19 pandemic resulted in a demand
for relevant information on the unfolding of the pandemic which translated into a greater utilisation of social
media.

Implications for Policy - The Impact of Social-Media on Social Cohesion: The implications for the impact
of social media on social cohesion in South Africa are complex and multifaceted. From the above discussion, it
is clear that social media is both contributing to the problem of attaining social cohesion since it is used in
some cases to enhance societal cleavages and social conflict - Yet simultaneously, it is also working as a tool to
potentially solve the problem of social cohesion. Since the media has been strengthening interactions both
within and across groups during the COVID-19 pandemic and this has been true in the South African
experience. Given the difficulty in defining social cohesion, the South African government must identify and
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focus on key factors such as social inequality, poverty and social exclusion of people based on race and or
gender that influence social cohesion in the country. Measuring these factors will facilitate the government in
the formulation of key policies that are designed to materially achieve social cohesion. According to scholars
like Burns: et al. (2018) and (Patel, 2021b) inter alia, social cohesion can only be achieved so long as equality
of economic opportunities and social inclusion is attained in society, therefore, prioritizing solving poverty
and inequality should be the first step towards social cohesion.

Additionally, social media has demonstrated its significance in the construction, communication and
consumption of meaning which are the foundational ingredients of a socially cohesive society (Lama, 2020).
Therefore, national plans to enhance social cohesion such as the South African National Development Plan
2030 should be developed with the role of social media laid out since it forms the greater part of what the
contemporary South African society considers the public domain as has been experienced in 2020 until
current. Furthermore, there needs to be the development of regulatory frameworks to guard against the
negative effects of social media in the public domain. “A truly transformed media can play a greater and more
meaningful role in ensuring that citizens have greater access to information,” (SANews, 2018).

5. Conclusion and Recommendations
Conclusion

Social media and social cohesion are intricately related social concepts in South Africa. Despite the absence of
a standard definition, the essence of a cohesive society is rooted in the endeavors to address the vestiges of
apartheid in South Africa namely institutionalized racism, social class inequalities and exclusion, anti-migrant
sentiments and marginalization of minority groups like women and children to name a few. Social cohesion is,
therefore, an expression of an ideal participatory democracy. The proliferation of ICTs that have rapidly
evolved in recent years, revolutionizing how people communicate through social media, has had various
implications for social cohesion. In recent years, there has been a greater uptake of social media as a
communication tool in the public domain. The dominance of social media in the public domain has exposed
the impact of social media to be a double-edged sword used to promote social cohesion on one hand and the
other, used as a tool for social conflict. Given the unique nature of social media as dominating social
interaction in the public sphere, as well as its potential to be utilized in the manner seen fit by different social
forces, interests and social groups, the government of South Africa must actively incorporate social media
into national plans aimed at enhancing social cohesion. The COVID-19 pandemic has demonstrated that social
media positively enhances social cohesion if utilized in the interest of the public good.

Recommendations

e The government of South Africa must intensify efforts to conceptualize social cohesion in South
Africa - The IJR has already begun developing a Social Cohesion Index for South Africa utilizing data
from SARB - the index measures three indicators of social cohesion namely equality and social
inclusion, social and institutional trust, and shared identity (IJR, 2017b). Social cohesion can only be
achieved if the government has laid out targets and this is dependent on a definitive conceptual
framework of the concept.

¢ Research has shown the continued widespread use of social media is likely to continue after the crisis
of COVID-19 has passed. Working from home and using social media for work and for bridging social
interests and social groups has become a norm in the past year and a half. Therefore, national plans
to enhance social cohesion such as the South African National Development Plan 2030 should be
formulated with the role of social media clearly laid out since it forms the greater part of what the
contemporary South African society considers the public domain as has been experienced in 2020
until current.

e Additionally, it is critical to have government regulation that protects the privacy of personal
information and the circulation of misinformation. The implementation of POPIA is a positive step in
the right direction that has to be augmented.

e To achieve social cohesion, the government needs to address the issue of inequality in the country.
Ameliorating this problem has the potential to coincide with an equal and opposite increase in social
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solidarity since members of the South African population can communicate on an equal economic
footing.

Further Research

e Social cohesion is a broad area of study that requires continued research in fleshing out the
impediments to achieving social cohesion in the country. Research into the perceptions of people at
the grassroots level and their inputs to create a more unified and cohesive society should be
conducted. The fact that South Africa has not yet emerged as a socially cohesive society almost three
decades into its independence is a testament to the work that must be carried out to achieve social
cohesion in the country.

e Social media has been on the rise in recent years and never has this fact been truer than in the last
year and a half. Social media has come to dominate the public domain of social interaction, culture
reformulation, operation of business and promotion of solidarity through the mass communication of
shared meanings. Further research must be conducted to identify the means of enhancing the
positive roles of social media in society and ameliorating the negative ones.

e Tracer studies should be conducted over some time to track trends and patterns of social media use
in promoting social cohesion in South Africa;
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Abstract: The management is accused of opportunistic behavior and financial report delays following the
global financial scandal. Consequently, studies examine the effect of client-specific characteristics on financial
report timeliness, and Nigeria is not an exemption. Recent studies focus on the effect of auditor's attributes in
mitigating or explaining the rationale for the financial reporting delay. However, limited studies exist in
Nigeria on the effect of audit characteristics on financial reporting timeliness in non-financial institutions. Our
study contributes to knowledge by examining the effect of audit characteristics on the financial reporting
timeliness in the Nigerian listed non-financial institution. We select 450 firm-year observations from 2011 to
2020 using a purposive sampling technique and estimate the model using the Ordinary Least Square Method
(OLS). The result reveals that audit price and audit firm size positively affect financial reporting timeliness,
while audit tenure is negative but insignificantly related to financial reporting timeliness. Our study
concludes that delivering the financial report to the users takes longer when the auditors charge higher fees,
reflecting an increase in auditors' workload resulting from additional audit risk and procedure. Also, large
audit firms take a long time to communicate financial reports taking due care in forming audit opinions to
ensure audit independence and reduce the litigation risk arising from the audit assignment.

Keywords: Financial reporting timeliness, Financial Reporting Quality, audit price, audit firm size, audit tenure.

1. Introduction

Financial regulatory bodies across the globe stipulate the time listed firms are expected to furnish their
financial statement to the general public (Although this varies from country to country). The essence is to
ensure timely and reliable financial statements. However, despite the timeliness Act and its associated
penalties, firms still fail to file their reports within the deadline, and Nigeria is not an exception. Most of the
listed firms in Nigeria fail to publish their financial reports as of when they are due (Eze & Nkak, 2020;
Modugu et al., 2012) despite being one of the bases for assessing the relevancy and the reliability of financial
information (Abdillah et al., 2019; Omer, 2017; Oraka et al.,, 2019). Over four decades, stakeholders have been
concerned about the financial reporting timeliness; this is evidenced by the study (see: Dyer & McHugh,
1975). To date, regulatory bodies, academic researchers and practitioners are concerned about the financial
reporting timeliness (Dao & Pham, 2014; Oussii & Boulila - Taktak, 2018; Zandi & Abdullah, 2019). The
investors view the delay in publishing financial information as an immoral act, which may result in an
unusual loss (Chamber & Penman, 1984). Hence, the financial report should be communicated before it loses
value, as various stakeholders depend on it to make an informed economic decision (Bryant - Kutcher 2013;
Muhammad, 2020; Rahmawati, 2018).

Abdillah et al. (2019), assert that the time efficiency of communicating financial information depends on the
management and the statutory auditors. To a reasonable extent, timeliness reporting is a tri-party affair (the
management, auditors and regulatory bodies). The management prepares the financial statement, and the
regulatory bodies state the guidelines and set the timeframe for firms to file their financial reports. In the
same vein, the auditors are expected to work efficiently without overriding the relevancy and reliability of the
financial report. The timeliness of delivering the published account is affected by the statutory audit as the
audit process must be completed (Johnson, 1998; Reza & Poudeh, 2014; Puspitasari, 2014); hence the
auditors are under pressure to timely communicate the financial report to the stakeholders (Oussii & Boulila
- Taktak, 2018). The audit characteristics such as audit price, audit size and audit tenure play a major role in
the financial reporting timeliness and quality. Studies show a divergent view on the effect of audit price on
financial reporting timeliness. Despite this fact, audit price still plays a critical role in financial reporting
timeliness. The auditor increases the audit effort to timely complete the process when the client pays a
premium price (Egbunike & Asuzu, 2020; Modugu et al,, 2012).
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Conserve, auditors might charge a higher audit fee despite delaying the delivery of the financial information
to the external stakeholders due to the demand for extra auditor's workload to complete the audit process
(Behn, 2006; Habib et al., 2018). The auditor is expected not to trade off quality for timeliness reporting,
hence must be independent and exercise due care when performing the audit assignment. The above-
mentioned may account for charging a premium audit price regardless of the reporting timeliness. Also, audit
size significantly affects the reporting timeliness. Large audit firms, usually known as the Big Four, have the
resources to complete the audit process (Owusu-Ansah & Leventis, 2006). However, a large audit firm faces
more litigation risk than a smaller firm, demonstrating a high level of independence and due process when
executing the audit assignment, resulting in financial reporting delays (Abernathy et al.,, 2017; Owusu-Ansah
& Leventis, 2006)). The audit tenure positively affects the financial reporting timeliness. Based on the
learning effect theory, a long-tenured auditor completes the audit process in a short period due to the auditor
being familiar with the client's operations and nature of business (Dao & Pham, 2014; Habib & Bhuiyan, 2011;
Lee et al,, 2009). Athough, Dao & Pham (2014) argue that the positive association of short-term audit tenure
with financial report delay could be shortened when a firm engages industry-specialized auditors. There is no
consensus on the determinants of timeliness reporting (Ogbodo & Jiagbogo, 2021; Oraka et al,, 2019). Prior
studies failed to provide ways to minimize financial reporting delays (Dao & Pham, 2014) or the reasons for
the audit delays.

The audit characteristics provide information for financial reporting delays & minimization of audit delays.
However, most Nigerian studies (e.g., Adebayo & Adebiyi, 2016; Dibia & Onwuchekwa, 2013; Efobi &
Okougbo, 2014; Ibadin et al., 2012; Iyoha, 2012; Oraka et al., 2019) examine the firm-specific determinants
neglecting the effect of audit characteristics on financial reporting delay. Our study examines the effect of
audit characteristics, also considering firm-specific characteristics as a control variable, on the timeliness of
financial reporting. We proxy audit characteristics using audit price, tenure, and size. Although in Nigeria,
there is limited empirical evidence (Arowoshegbe et al., 2017; Muhammad, 2020) that examines the audit and
firm-specific characteristics determinants of financial reporting delay. The limited extant studies failed to
focus solely on the non-financial environment. Also, our study considers auditors' tenure as one of the
variables of audit firm attributes, which is rarely considered by the limited studies on the subject matter but
is well established in the studies (e.g., Abdillah, 2019; Dao & Pham, 2014; Muhammad, 2020) to be an
important variable in minimizing the audit report lag. Our study focuses on the non-financial sector, justify on
the ground that the Nigerian government is driving toward economic diversification and encouraging growth
in the non-oil sectors. There is a need for timely and reliable financial reporting in this sector to encourage
economic decisions and reduce investment decision risk arising from prospective investors. Also, there is a
dearth in the literature on the subject matter in the non-financial sector.

As most studies are conducted using the banking sector (see; Muhammad, 2020). The study contributes to the
knowledge by examining the determinants of timeliness of financial reports from a holistic perspective,
considering both the audit and firm-specific characteristics that directly affect audit report timeliness in the
non-financial sector. We employ the two-stage systematic sampling technique to select the samples used for
the study. The rationale for using the sampling techniques is to ensure that every category of the non-
financial institution is proportionately represented and that members in each category are equally likely to be
selected. We select 45 listed non-financial firms as a sample, and the scope of the study covers 2011-2020.
The study chooses 2011 as the base year is introducing the International Financial Reporting Standard
(IFRS), which significantly impacts the time of completing the financial report. Our findings show that
financial reporting delay results from higher audit fee evidencing, untimely completion of the audit process
probably due to weak internal control increasing audit workload. Also, our study shows that audit size is
inversely related to financial reporting timeliness. The result indicates that large audit firms that exercise a
high level of independence and intent to minimize litigation risk could be responsible for the financial
reporting delay. However, the long audit tenure does not significantly minimize financial reporting delays.
The remaining part of the paper is subdivided into; section two, a literature review, and section three,
methodology. Section four covers the result and discussion, and finally, section five is the conclusion and
recommendation.
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2. Review of Literature

The financial reports are expected to be devoid of material misstatement (DeAngelo, 1981) and contain
qualitative characteristics such as relevancy, reliability, comparability and understandability (IASB, 2008).
External stakeholders hold firms that release their financial report on time in esteem value, as their
investment decisions are affected by the report's availability. The secondary data collected is analyzed using
the ordinary least square method. Investors prefer financial reports to be communicated as soon as possible
(Habib et al., 2018). Also, the financial reporting reliability and relevancy may be lost due to financial
reporting delays (Abdillah et al., 2019; Afify, 2009). The external stakeholders assume timely financial reports
as credence and observable financial reporting quality (Bamber et al., 1993), although Carcello et al. (1992)
presume timely as a perceived quality of financial reports. Financial reporting timeliness is the time
difference between the company's accounting year-end and the date at which the financial report is
communicated to the public (Abernathy et al.,, 2018; Akhalumeh et al., 2017; Chen et al., 2022; Egbunike &
Asuzu, 2020; Van Horne, 1995). Timely reporting is the basis for evaluating the viability of firm and
management performance (Abdillah et al, 2019), reducing investment risk (Ashton et al, 1989) and
minimizing agency costs arising from information asymmetry (Christopher et al., 2017; Jaggi & Tsui, 1999;
Lambert et al,, 2012; Lang & Lundholm, 1999) and management opportunistic behavior (Oussii & Boulila -
Taktak, 2018; Zandi & Abdullah, 2019).

Financial reporting issues are determined by the management, auditors and financial regulatory bodies. The
management's responsibility is to prepare and present a financial statement devoid of material misstatement
under a regulatory framework. Despite this fact, management tends to engage in opportunistic behavior by
exploiting the information asymmetry consistent with agency theory. Studies (Abdillah et al, 2019;
Christopher et al., 2017; Jaggi & Tsui, 1999; Jensen and Meckling, 1976) argue that opportunistic management
behavior is directly affected by the deadline set by the financial regulatory bodies for companies to submit
their financial reports. In ensuring that the financial report is devoid of material misstatement, the statute
requires the listed firm to engage an independent auditor to examine the financial statement and form an
opinion. The investors appoint an independent and skilled auditor to complete the audit process and
communicate quality financial reporting to the stakeholders. Hence, auditors are expected to work efficiently
without overriding the relevancy and reliability of financial reports (Habib et al, 2018). The audit
characteristics such as audit price, audit size and audit tenure affect the financial reporting timeline.

Theoretical Framework and Hypothesis Development: The auditors are expected to communicate the
financial report in time as various stakeholders rely on the financial statement in making economic decisions
(Muhammad, 2020; Ozcan, 2019). The audit characteristics that could affect audit delay are audit price &
tenure.

Audit Price and Financial Reporting Timeliness: The audit price is expected to reflect the audit cost and
quality. In ensuring timeliness reporting, the auditor should commit sufficient and efficient resources (human
and capital) to the audit assignment. The economic bonding theory posits that auditors' timely reporting
increases the audit fee (Simunic, 1980). The additional audit resources committed, such as personnel and
overtime work required to timely complete the audit report, result in higher audit fees (Owusu-Ansah &
Leventis, 2006; Rubin, 1992). Based on this fact, the audit price is negatively associated with the financial
reporting timeliness (Egbunike & Asuzu, 2020; Lee et al., 2009; Modugu et al, 2012). Conversely, delay in the
communication of financial reports could increase the audit fees, reflecting the client's weak internal control
leading to an increase in the audit process and procedure (Behn, 2006; Habib et al., 2018; Ho & Ng, 1996;
Lobo & Zhao, 2013). This argument indicates a possibility of a positive association between audit price and
financial reporting timeliness. Based on those mentioned above, we posit a significant relationship between
audit price and the timeliness of financial reporting.

H;1: There is a significant relationship between audit price and financial reporting timeliness.

Audit Firm Size and Financial Reporting Timeliness: DeAngelo (1981) posits that audit quality is a
function of audit firm size. The audit size plays a significant role in the quality and timely completion of audit
assignments. Normally, large audit firms engage skilled and experienced audit personnel, technological
capabilities, and resources than small audit firms (Owusu-Ansah & Leventis, 2006). Given the resources at the
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disposal of large audit firms, the firm is expected to complete the audit assignment in a shorter period.
Conversely, large audit firms may take longer to complete the audit report. The large audit firms' due process
and comprehensive audit procedure may delay financial reports. Furthermore, clients may compel small
audit firms to timely issue financial reporting, which is less likely with large audit firms (Shin et al,, 2017).
Against this Backdrop, we posit a bi-directional relationship between audit size and financial reporting
timeliness.

H,;: There is a significant relationship between audit size and financial reporting timeliness.

Audit Tenure and Financial Reporting Timeliness: The audit tenure is the successive years an audit firm
spent on a particular audit engagement before being replaced with another audit firm. Based on the learning
effect theory, long audit tenure reduces delays in audit reports. The assertion is premised on the auditors’
acquaintance with the client's nature of the business, operation and internal control over time. In the same
vein, the proponents of long audit tenure presume that in the early years of engagement, auditors will take a
longer time to communicate the clients' financial information to the users (Dao & Pham, 2014; Habib &
Bhuiyan, 2011; Lee et al,, 2009) due to auditor unfamiliarity with the client's business environment. In line
with this argument, long audit tenure reduces financial reporting lag. Contrary to this, the proponents
(Carcello & Nagy, 2004; Lim & Tan, 2010) of audit switch view that long audit tenure compromises audit
independence and the reliability of the timely financial report. The familiarity threat due to long tenure audit
could impair auditor objectivity and independence. The audit switch proponents recommend that audit
clients engage industry specialists to weaken the negative association between short audit tenure and
financial reporting timeliness (Dao & Pham, 2014). In line with the above argument, we hypothesize that
there is a significant relationship between audit tenure and financial reporting timeliness.
Hj3;: There is a significant relationship between audit tenure and the timeliness of financial reporting.

Nigerian Regulatory Framework on Timeliness Reporting: Regulations such as the Companies and Allied
Matters Acts (CAMA) 2004 & (CAMA) 2020; Financial Reporting Council of Nigeria Act (FRCN) 2011, and
Investment & Securities Act (ISA) 2007 indicate the time listed firms should file their' report. The Companies
and Allied Matters Act (CAMA) 2004, S. 587 & S. 848 and CAMA 2020, S.822 & S. 848 stipulate that companies
incorporated in Nigeria must duly file their audited annual report with the commission within 42 days
following the annual general meeting. However, failure to file for a successive period of 10 years will result in
the firm's delisting. Furthermore, S 58(3) of the Financial Reporting Council of Nigeria Act (FRCN) No. 6 of
2011 mandates the listed companies to present their audited financial statements no later than 60 days after
the date of approval by the Board. Failure to comply with this attracts civil, administrative and criminal
sanctions.

Also, to discourage late submission of audited annual reports by companies, section 60(1) of the Investment
and Securities Act (ISA) 2007 places a sanction of a lump sum of 41,000,000 and a variable cost of ¥25,000
per day for the number of days at which the company fails to submit the audited financial statements to the
commission. The Act provides that all listed companies must file their quarterly financial reports no later
than 30 days from the end of each quarter. From the above measures, it could be inferred that Nigerian
regulatory bodies put in place necessary measures to enforce timely reporting among the companies.
However, the penalty fee for delay in communicating financial reporting is immaterial to the defaulters (see;
Eze & Nkak, 2020, P39); this could be why there are still numerous defaulters of the financial reporting
timeliness Act in Nigeria.

3. Methodology

Research Design and Model Specification: We employ a longitudinal research design by hand-collecting
secondary data from the audited annual report of 45 listed non-financial institutions for ten years, covering
2011-2020, resulting in 450 firm-year observations. The longitudinal research design allows for the
collection of large observations as data are collected on a firm-year basis. We estimate the data collected
using the panel least square method. Our study also introduces the firm-specific characteristics such as
inherent risk, profitability, leverage, firm size and loss included in the model as control variables.
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Model Specification: The study measures the timeliness of financial reporting (TRF) in line with the studies
(Daferighe & George, 2020; Hassan, 2016), and the difference between the audit report day and the fiscal
year-end. Timeliness reporting is a function of audit and management entities (Abdillah et al, 2019);
determined by audit and clients' specific characteristics. Our study measures audit characteristics using audit
tenure, price, and size. The audit tenure reduces the audit delay because the auditor is familiar with the
client's business, operations and internal control. Based on the learning effect, there is a presumption that the
auditors learn over the successive year of a particular audit assignment. Hence, studies (e.g., Blankley et al.,
2014; Doa & Pham et al, 2014; Daferighe & George, 2020; Ezat, 2015) evidenced a negative association
between auditor tenure and the timeliness of financial reporting. Conversely, studies (Lai & Cheuk, 2005)
show no significant relationship between audit tenure and financial reporting delay.

The economic bonding theory posits that timeliness reporting attracts extra audit costs (Simunic, 1980).
However, studies have shown a mixed reaction to the association between audit price and timeliness of
financial reports, while empirical studies show that there is a negative association between audit price and
financial report delay (Egbunike & Asuzu, 2020; Modugu et al, 2012). Also, there is evidence of positive
association (e.g., Behn, 2006; Habib et al,, 2018; Ho & Ng, 1996; Lobo & Zhao, 2013), indicating that the
complexity of the client's transaction or internal control weakness results in more audit procedures and delay
of financial reporting communication to the user. The audit firm size is expected to have a significant
association with the timeliness of the financial report. Studies (Afify, 2009; Schmidt & Wilkins, 2013) show
that large audit firms are negatively associated with timeliness reporting. Conversely, studies (e.g., Shin et al,,
2017) show that audit firm size positively correlates with financial reporting timeliness. Studies (Abernathy
et al, 2017; Owusu-Ansah & Leventis, 2006) show that audit firm size increases the financial reporting
reliability and reduces the time of communicating financial reports to users.

In contrast, other studies (Habib et al., 2018; Shin et al., 2017) presume that large audit firms are not under
client pressure to timely release the financial report hence taking a long time to complete the audit process
minimizes the litigation risk. The study hypothesizes a significant association between audit size and financial
reporting timeliness based on the mixed results. Based on those mentioned above, the functional relationship
between timeliness reporting and audit characteristics proxied by audit price, audit tenure and audit
characteristics in econometric form is given as follows;

frtye = B, + B, audpry; + B, big_four;c + 3, audten;; + e;; Eqn (1)

Where, frt;; = financial reporting timeliness of crossectional unit i over time t

audpr;; = audit price of crossectional units over time t

big_four;; = large audit firm of crossectional units over time t

audten;; = auditor tenure of crossectional units over time t,

The study introduces firm-specific characteristics such as firm size, loss, inherent risk, leverage and
profitability to avoid spurious regression. The Firm size measured by the natural logarithm of total assets is
predicted to have an inverse relationship with financial reporting timeliness, based on the fact that larger
firms have stronger internal control systems (Hassan, 2016).

The firm's loss is measured as a dichotomous variable of one of the firms suffering a loss in the accounting
year and zero otherwise. The firm loss is expected to have a positive association with the financial reporting
timeliness, as firms that have suffered a loss in the accounting year have a higher tendency to engage in
earnings management which invariably affects the delay in communicating the financial information,
consistent with the studies (Oussii & Boulila - Taktak, 2018; Zandi & Abdullah, 2019). Our study predicts a
positive association between inherent risk, measured by the ratio of the current asset to total asset, and this is
in line with the studies (Dao & Pham, 2014; Walker & Hay, 2013). In addition, our study introduces capital
structure as part of the control variables, which is still one of the firm-specific characteristics. We predict a
positive association between capital structure, measured as the proportion of total debt to total asset, and
financial reporting timeliness consistent with the study (Alkhatib & Marji, 2012; Ocak & Ozden, 2018). Our
assumption is premised on the fact that a highly leveraged firm increases the auditor's workload and
demands extended auditing time. Finally, the study introduces profitability, measured by return on assets,
and expects a negative relationship between the two variables in line with the studies (Ocak & Ozden, 2018;
Shukeri & Nelson, 2011). Thus, the introduction of the control variables to Model 1 resulted in Model 2, which
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stated as:
88 roa;; + +ej;

frtye = B, + B, audpr; + B, big_four;; + B, audten;; + B,ca_ta; + B loss;; + B, levy, + B, levy +

Eqn (2).

Measurement of Variables

Table 1: Definition of Variable

Variable Code Definition of Variables

Measure in days, the length of time between the company's accounting year-end and the
Audit delay date at which the financial statement is signed by the external auditor (Daferighe & George,
Audde 2020)
Auditor's The successive number of years that the auditor has audited the client (Ocak & Ozden,
Tenure 2018)
Audten
Audit price Log of the aggregate amount given to external auditor(s) (Akhalumeh, Izebkhai, & Ohenhen,
Audpri 2017)

Size of the firm
(firm_size)

Natural log of total assets (Akhalumeh, Izebkhai, & Ohenhen, 2017)

Loss The indicator variable is assigned the value of 1 if the reported net income is less than zero
(Loss) or negative and assigned 0 if not (Dao & Pham, 2014)

Big_four Indicator variable that is assigned the value of 1 if the external auditor is one of the Big 4
(Big four) audit firms, and 0 if not (Rusmin & Evans, 2017)

Current/total Measured as the ratio of the current asset to the total asset (Dao & Pham, 2014)

ratio

ca_ta

Return on Measure as net income divided by total assets (Akhalumeh, Izebkhai, & Ohenhen, 2017);
asset (Shofiyah & Suryani, 2020).

Roa

capital Measured as values of current and non-current liabilities divided by aggregate assets
leverage Rusmin and Evans (2017).

Source: Authors' Compilation (2022).
4. Results and Discussion

Descriptive Statistics: Table 2 shows the descriptive statistics of variables employed in Equation 2. The
mean value for financial reporting timeliness is 104 days revealing financial reporting delay. The minimum
and maximum values of the financial reporting delay are 0 and 234 days, respectively. The financial reporting
delay could result from the immaterial fine for late communication of financial reporting (see; Eze & Nkak,
2020: P39) and other factors concerning the audit process. The Audit price (AUDPR) represents one of the
variables used to proxy the auditor's attribute. The audit price has an average mean and median value of 9.44
and 9.58. The skewness value of -1.56 shows that the data are negatively skewed. The average value does not
have economic importance unless it is delogged through the exponential power resulting in a mean value ofN
12,581,780. The result in Table 3 shows that large audit firms in the non-financial institutions control 57 per
cent of the entire audit market, evidenced by a mean value of 0.57. Table 2 shows that the audit tenure
average (mean) and median values are (4.06) years and four years, respectively.

This shows that the audit client switches her auditor every four years, which is within the mandatory audit
rotation of ten years. Also, the average audit tenure statistic that a client engages an auditor for a short or
medium-term basis. The minimum and maximum values for an auditor's tenure are 1 and 9 years,
respectively, indicating that audit clients comply with the mandatory auditor's rotation of 10 years.
Furthermore, Table 3 depicts the descriptive statistics of the firm-specific characteristic. The capital structure
measured by the leverage (LEV) shows that 53% of the total capital is financed by equity, indicating that the
industry has appropriate equity and debt capital mix. Also, the Table shows that the level of inherent risk,
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measured by the ratio of the current asset to the total asset (ca_ta), is 0.56; the statistics indicate that 56
percent of the total asset is in the form of current assets. The high level of current assets may result in more
audit effort due to increases in the firms' liquidity. The level of profitability is low, with an average of six
percent. The mean statistics reveal that 22 percent of the firm-year observation suffers a loss within the study
period. The statistic of return on assets and loss variables indicates that the sector is not too viable.

Table 2: Descriptive Statistics

Variables Mean Median Maximum Minimum Std. Skewness Kurtosis Jarque- Obs.
Dev. Bera
Frt 103.92 102.00 234.00 0.00 35.04 0.44 5.06 84.49 450
Audpri 9.44 9.58 13.36 2.64 1.54 -1.56 9.36 841.94 450
big_four 0.57 1.00 1.00 0.00 0.50 -0.28 1.08 67.26 450
Audten 4.06 4.00 9.00 1.00 2.45 0.49 2.13 2891 450
ca_ta 0.56 0.50 0.66 0.01 0.99 17.45 33.30 365. 450
Loss 0.22 0.00 1.00 0.00 0.41 1.38 291 128.26 450
Lev 0.53 0.56 0.99 0.01 0.22 -0.42 2.49 16.17 450
Roa 0.06 0.038 4,28 -0.93 0.39 9.29 102.01 170407.1 450
Firm_size 16.28 16.47 19.97 10.63 1.99 -0.71 3.26 34.67 450

Authors' computation (2022). Where frt signifies financial reporting timeliness, audpri connotes audit price,
big_four represents auditors' type, audten represents auditors' tenure, ca_ta connotes the ratio of current
assets to total assets, lev represents leverage, and roa denotes profitability.

Correlation Analysis: Table 3 reports the degree of pairwise association among the variables employed in
the study. The Big four and audit price has a positive and statistical correlation (Pc= 0.147, Pv= 0.003),
suggesting that large auditing firms usually charge high fees. The higher audit fee charged by large audit firms
may result from their reputation, provision of quality services, and international affiliation, among others.
The loss has a significant correlation with financial reporting timelines, the big four and audit tenure. The
positive correlation of loss with financial reporting timeliness (Pc= 0.142, Pv= 0.004) suggests that firms
incurring loss in the accounting year-end usually have longer audit report lag because loss represents bad
news to investors. Hence, the management usually delays reporting bad news to the market as they likely
exercise discretion and manipulate the financial information. Hence, the auditor spends time in the audit
process to detect earnings management. Also, firm size significantly correlates with audpri, big_four, loss, lev
and roa. Firm size has significant positive association with audit price and big four (Pc= 0.704, Pv= 0.000),
(Pc= 0.274, Pv= 0.000) respectively. The results show that big firms engage large audit firms for their audit
engagement and consequently pay higher fees. Lastly, the Pearson correlation coefficient in the model is less
than 0.8 (the rule of thumb); therefore, the statistics connote that the model is free from a problem with
multicollinearity.

Table 3: Correlation Matrix

Correlation
Probability |1 2 3 4 5 6 7 8 9
1. frt 1.000
0.000
2. audpri 0.060 1.000
0.230 0.000

3. big_four 0.034 0.147 1.000
0.495 0.003 0.000
4. audten 0.054  0.055 -0.046 1.000
0.280 0.271 0.354 0.000
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5. ca_ta -0.007  0.053 0.072 -0.045 1.000
0.890 0.285 0.149 0.362 0.000
6. loss 0.142 0.045 -0.200 -0.109 -0.056 1.000
0.004 0.369 0.000 0.029 0.264 0.000
7. lev 0.005 0.010 0.105 -0.076  0.115 0.096 1.000
0.925 0.046 0.036 0.125 0.020 0.054 0.000
8. roa 0.056 -0.111  0.012 0.151 -0.027 -0.267 -0.181 1.000
0.258 0.026 0.804 0.002 0.583 0.000 0.000 0.000
9 firm_size -0.046  0.704 0.274 0.045 -0.020 -0.147 0.231 -0.122 1.000
0.359 0.000 0.000 0366 0.690 0.003 0.000 0.014 0.000

Authors' computation (2022). Where frt signifies financial reporting timeliness, audpri connotes audit price,
big_four represents auditors' type, audten represents auditors' tenure, ca_ta connotes the ratio of current
assets to total assets, lev represents leverage, and roa denotes profitability. While the unbold figure
represents Pearson pairwise correlation, the bold and italic figures represent probability value.

Interpretation and Discussion of Finding: Our study uses three ordinary least square methods of Pooled
OLS, Fixed Effect Method (FEM) and Random Effect Method (RAM) in estimating Equation 2. The Breusch-
Pagan and Hausman tests are used to select the appropriate analysis methods. The result of the Breusch-
Pagan test and Hausman test report statistics of (X2 =32.44, P<0.05) and (X2 =38.35, P<0.05), respectively,
indicate that the fixed-effect method is the most appropriate method of reporting. Table 4 reveals that the
regressors of the model jointly explain 49 per cent of total variations in the financial reporting timeliness
after adjusting for the loss in degree of freedom. The F-statistic (22.49) and (P<0.05) of the estimated model
an indications that the model is statistically significant. The result shows that four, audit price, Big four, loss
and firm size, out of the eight regressors are statistically significant at 5 per cent. Table 4 shows that audit
price has a positive and significant relationship with financial reporting timeliness (coef= 3.41, t= 3.82) ata 5
percent level of significance.

The result indicates that the premium audit fees may reflect delays in the communication of financial reports
due to the audit client's weak internal control resulting in extra audit workload and audit procedures. The
result implies that a higher audit fee reflects auditors' effort in ensuring a financial reporting quality which is
at the expense of timely delivery of the financial report to other users. The result is in line with studies (Habib
et al,, 2018; Lobo & Zhao, 2013; Rubin, 1992) that posit that auditors may charge a positive abnormal audit
fee due to a delay in completing. The audit assignment increases auditors' effort. However, the result
contradicts the studies (Ezat, 2015; Leventis et al.,, 2005; Modugu et al,, 2012), who contend that a higher
audit fee reduces the financial reporting delay by increasing audit effort by engaging more personnel,
working overtime, or increase the technological input. The result is consistent with the economic bonding
theory but contradicts similar Nigerian studies limited (Ezat, 2015; Modugu et al., 2012). The differences
could be attributable to the sector, time covered and sample employed in the study.

Also, the Table shows that audit firm size has a positive and significant association with financial reporting
quality, evidenced by statistics of (coef= 6.67, t= 2.87). The result indicates that large audit firms are more
independent and objective than smaller ones. Hence, they tend to spend more time before appending their
signature to the financial report. In other words, the result shows that the large audit firms are not under
pressure from the client to timely release the financial statement. Although, auditors' independence and
objectivity may be at the expense of the financial reporting timeliness. The possible reason could be to
minimize the litigation risk arising from outside stakeholders. The result is consistent with the studies (Habib
etal, 2018; Shin et al., 2017) but contradicts the studies (Afify, 2009; Schmidt & Wilkins, 2013). Furthermore,
Table 4 shows that auditor tenure is negative but insignificant with financial reporting timeliness, evidenced
by statistics of (coef= -0.44, t= -1.88). The result reveals that the auditor-client relationship fails to influence
audit time efficiency over time positively.

Our findings contradict the learning effect theory and studies (Dao & Pham, 2014; Habib & Bhuiyan, 2011;
Lee et al,, 2009; Lim & Tan, 2010; Suryanto et al., 2017) that hold the view that extended auditor tenure
reduces the audit delay time due to familiarity with the client's nature of business, operation, internal control
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mechanism and audit process. Conversely, our result is in line with the studies (Amirul & Salleh, 2014; Dewi
et al, 2019; Gholamreza et al,, 2017; Lai & cheuk, 2005; Lee & Jahng, 2008). Moreover, Table 4 depicts a
positive and significant association between loss and financial reporting timeliness, as shown in Table 4
(coef= 13.80, t= 2.19). The result implies that the auditor may delay communicating the accounting
information to the outside stakeholders when the firm suffers a loss in the accounting year. The accounting
loss increases the audit risk; hence auditor performs a substantive test to ascertain the client's concern. Also,
the delay may be attributable to the auditor exercising due care as the loss signals the possibility of earnings
management or fraudulent reporting practices. The result is consistent with the studies (Dao & Pham, 2014;
Habib et al., 2018). Finally, Table 4 indicates that the client's firm size is negative and significantly related to
financial reporting timeliness, supported by statistics of (coef= -2.64, t= -2.26). The result is consistent with
studies (Dao & Pham, 2014; Hassan, 2016).

Table 4: Regression Estimate, Dependent Variable: Financial Reporting Timeliness

Pooled Fixed Effect Random

OLS Effect
Variables Coef. T-stat. Coef. T-stat. Coef. T-stat.
AUDPR 1.36 0.51 3.41 3.82%** 1.38 0.52
BIG_FOUR 0.71 0.55 6.67 2.87** 0.78 0.15
AUDTEN -0.31 -0.91 -0.44 -1.18 -0.37 -0.55
CA_TA 0.23 0.72 -0.35 -0.74 0.28 0.17
LOSS 10.07 2.38** 13.80 2.19** 11.17 2.44%*
LEV -0.96 -0.73 2.08 0.40 -0.66 -0.07
ROA 7.32 1.32 7.32 0.71 8.61 1.93*
FIRM_SIZE -0.09 -0.37 -2.64 -2.26** -0.14 -0.07
C 91.09 2.90 104.94 8.48 88.47 3.50
R-sq 0.05 0.53 0.06
AdjR-sq 0.02 0.49 0.03
F-statistic 2.91 22.49 3.12
Prob. (F- 0.04 0.000 0.03
statistic)
Breusch-Pagan 32.44(p<0.05)
Hausman Test 38.35(p<0.05)

Source: Authors Computation (2021). Table shows the coefficients and t-statistics of regression from
equation 3. Pooled OLS, Fixed Effects and Random Effects were conducted; the fixed-effect method is chosen
as the most suitable based on the outcome of the Hausman Test. Where *** ** & * indicated level of
significance at 1%, 5% and 10% respectively.

5. Conclusion and Recommendations

The study investigates the effect of audit characteristics on financial reporting timeliness among Nigerian
non-financial institutions from 2011 to 2020, resulting in 450 firm-year observations. In achieving the
objectives, three hypotheses are postulated. We measure the audit price as the natural logarithm of the total
audit fee. We proxy audit firm size as a dichotomous variable and ascribed one when the client engages the
Big four for the audit assignment and zero otherwise. Our study measures audit tenure as the successive
period in years the auditor is engaged before being replaced. The financial reporting timeliness is measured
as the time difference expressed in days between the date the external auditor signed the audited annual
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report and the date the company ends its financial year. The study is limited to Nigerian-listed non-financial
institutions. We hand-collect secondary data on variables of interest from the audited financial report of
sampled firms. The ordinary least square of the fixed-effect method is employed, following the Breusch-Pagan
test and Hausman test.

The result shows that audit price and audit firm size have a positive and significant association with the
financial reporting timeliness, while audit tenure is negative but insignificantly associated with financial
reporting quality. The study concludes that audit price and size have a positive and significant association
with financial reporting timeliness. Our findings connote that the auditors demand high audit fees when there
is a delay in communicating the financial report due to increased workload, possibly resulting from the
client's weak internal control and an increase in the audit process, procedure and risk. Also, large audit firms
delay their report possibility to minimize litigation risk by exercising due care throughout the entire audit
process. Although the financial report delay could affect the external stakeholders' economic decisions, it is
important to increase the credence and reliability of the financial information. We recommend that the
regulatory bodies reduce the number of days that firms should file their file financial report as it provides the
management avenue to manipulate the financial report, especially for firms that have suffered a loss in the
accounting year. Also, the fine for defaulting should be increased to deter firms from breaching the financial
reporting Act.
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Abstract: 0. mossambicus is one of the most cultured food fish worldwide. In sub-Saharan Africa, it is
essential for meeting the need for food security, as it can be a cheap source of protein. Previous studies
focused to some extent on the profitability of tilapia farmers. This study aims to make a scientific contribution
by analyzing the market environment, and specifically the potential customers, of the 0. mossambicus
farmers who belong to small and medium enterprises in agriculture, by using a feasibility analysis
framework. A mixed-methods approach was used to achieve the research objectives. Data were analyzed
using the Statistical Package for the Social Sciences (SPSS), to compile descriptive and inferential statistics.
The reliability and validity of the data collection instrument were measured using Chronbach’s Alpha values.
One-way analysis of variance (ANOVA) was the statistical method used, and the f-test was conducted to
determine the statistical significance of the variables in the multivariate analysis. The overall results of the
study showed that 0. mossambicus farmers largely sell the fish fresh to individual consumers and informal
fish traders at farm stalls. In contrast, fish traders bought the O. mossambicus frozen or smoked from other
suppliers. Here, recommendations are made in respect of new entrepreneurial ventures, next steps for
business consultants and other stakeholders in the O. mossambicus industry, and future research directions.

Keywords: Freshwater fish, Market potential, O. mossambicus, SME farmers.

1. Introduction

Globally, small and medium enterprises (SMEs) are regarded as the backbone of economies (Arokiasamy, &
Ismail, 2009; Lopriore, 2009; Mutezo, 2013; Groepe, 2015; Bowmaker-Falconer & Herrington, 2020; Bosma,
Hill, Ionescu-Somers, Kelley, Guerrero & Schott, 2021). In South Africa, the National Small Business
Amendment Act (NSBAA) 29 of 2004 (RSA, 2004) defines a small business as “a separate and distinct
business entity, together with its branches or subsidiaries, if any, including cooperative enterprises, managed
by one owner or more, predominantly carried on in any sector or subsector of the economy”. Although small
businesses can operate in any sector, the focus of the study reported here, was on agriculture. According to
Herrington and Kew (2016), cited in the Global Entrepreneurship Monitor (GEM) report, Africa (13%) and
Europe (8%) had more entrepreneurs in the agricultural sector, than the less than 5% in the other three
regions reported on (North America, Latin America and the Caribbean). A study conducted in South Africa by
the Department of Trade and Industry (DTI, 2016) revealed that agriculture contributed only 2.3% to the
gross domestic product (GDP); mining contributed 8%; manufacturing 13%; electricity 3.6%; construction
4%; trade and accommodation 15%; transport and communication 10%; finance and business services
20.9%; government services 17.4% and personal services 5.7%. Therefore, agriculture’s contribution to the
South African economy is the lowest of all the sectors.

Large enterprises contributed 64.5% of the total income in the agriculture sector, followed by small
enterprises (20.1%), while micro- and medium-sized enterprises (MMEs) contributed 7.7% each (Statistics
South Africa [Stats SA], 2017). Thus, MME contributions were lower than those of the other enterprises. In
2015, Pienaar and Traub revealed that there were approximately 35 000 white farmers in this country,
regarded as the highly capitalized commercial sector, producing about 95% of agricultural output on 87% of
total agricultural land, while the smallholder farming sector consisted of about four million black farmers,
farming in the former homeland areas on 13% of the available agricultural land. Smallholder farmers are
defined as “those who own small plots of land on which they grow subsistence crops and one or two cash
crops and rely almost exclusively on family labor” (Food and Agriculture Organization [FAO], 2017a). The
study by Pienaar and Traub (2015), which aimed to glean information on smallholder farmers in South Africa,
emphasizes that smallholder agriculture represents a vehicle by which poverty reduction and rural
development could be achieved. Smallholding in aquaculture contributes directly and indirectly to poverty
reduction, especially in rural communities, by supplementing livelihoods, offering food security and reducing
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poverty through such mechanisms as income generation, employment and diversified farming practices
(Abdulla-al-Asif, et al., 2015; Béné, et al., 2016).

Thus, smallholder farms may assist in creating employment, particularly in South Africa, where the expanded
unemployment rate increased by 1% from 37% to 38% between the fourth quarter of 2018 and the first
quarter of 2019 (Stats SA, 2019). To boost employment, SMEs or smallholder farming operations need to be
sustainable. The warm-water fish species considered for aquaculture in South Africa are Mozambique tilapia
(Oreochromis mossambicus), Nile tilapia (Oreochromis niloticus), common carp (Cyprinus carpio) and the
African sharptooth catfish (Clarias gariepinus) (Dekker, 2014; Department of Agriculture, Forestry and
Fisheries [DAFF], 2014). Mozambique tilapia was selected for this study, because of legislative constraints on
the other two species (Brink, Mair, Hoffman & Beardmore, 2002; Dekker, 2014; DAFF, 2018). Carp are
currently blacklisted (Weyl, Ellender, Wasserman, & Woodford, 2015). It is problematic to acquire
authorization for the Nile tilapia, which is commonly considered to be the most appropriate of the entire
tilapia species for culturing as food fish and is the fastest grower (DAFF, 2018). In the rivers of Limpopo
province, it is not yet legal to culture this species (nor is it legal in the rest of South Africa) (Dekker, 2014),
which explains the selection of the slower-growing Mozambique tilapia for the larger study reported on here.
The religious requirements of some consumers present some difficulty in marketing catfish (Tapela, Britz, &
Rouhani, 2015), and it was therefore eliminated from the study. Tilapia is a broad name given to three genera
in the Cichlidae family: Oreochromis, tilapia, and Sarotherodon.

2. Theoretical Background and Literature Review

In this section, previous studies were reviewed to illustrate the gap filled by this research. It starts by offering
some background, followed by the local and national market potential of the O. mossambicus, its export
market potential, specifications for purchasing the fish, and existing studies on tilapia.

Background: The quality and quantity of freshwater tilapia in South Africa are among the reasons why the
growth of the industry is slow. A related problem is that freshwater farmers do not want to increase
production volumes of the 0. mossambicus unless there is an available market. Previous studies indicated
that it is a supply-and-demand issue (Van Rooyen, 2013; Industrial Development Corporation (IDC), 2015;
Gilliland, 2017; Oyeleke, 2017) - it is, therefore, possible that a market might not be created for freshwater
tilapia. Although the agricultural feasibility of O. mossambicus farmers’ SMEs has been established, as have
such farms, the market feasibility has not yet been fully determined (Tapela et al., 2015; Phosa, 2018).
Furthermore, as confirmed by research by the FAO (2017) and the DAFF (2018), these emerging farmers lack
marketing skills. The current demand for tilapia - particularly its extension to other regions of South Africa -
was addressed to some extent by conducting several training courses (Brink et al., 2002).

It is thus essential to analyze the market environment more thoroughly, and specifically the potential
customers of 0. Mossambicus farmers, who form part of agricultural SMEs. For this article, the market
environment is taken to refer to the total of all the external variables and factors which can positively (or
negatively) affect the existence and growth of a business (Neethling, 2013). An organization’s parameters are
determined by its purpose, environment and mission statement, as well as the values and experience of its
managers/leaders (Erasmus, Strydom & Rudansky-Kloppers, 2016). Thus, to provide a theoretical grounding
for the study, a feasibility analysis framework was used, as suggested by Longenecker, Petty, Palich, Hoy,
Radipere and Phillips (2017). This framework suggests that it is essential to consider any market on two
levels: the broad macro markets, and the micro markets (fragments or niches) - in this instance, to evaluate
the potential 0. mossambicus customers that a farm may serve.

If a market is described as a set of consumers or potential consumers who have buying power and unfulfilled
needs (Longenecker et al, 2017), that definition needs to accommodate purchasing units (individual or
business entities) or consumers. In any market, consumers need to have bought power - after all, customers
without money or credit do not constitute a feasible market, since no transactions can occur. Notably,
consumers would not purchase goods unless they are stimulated to do so, and such stimulation may take
place only when a consumer recognizes an unsatisfied need. If consumers have defined requirements that
must be met, and need money to meet those needs (Cant, 2017), then their needs, wants and demands will
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drive their purchases (Van Aardt & Bezuidenhout, 2014). According to Kotler, Keller, Manceau and
Hemonned-Goujot (2015), ‘needs’ describe fundamental human requirements, which become ‘wants’ when
they are channelled to clearly defined objects that may satisfy those needs.

Local and National Market Potential of 0. Mossambicus: In 2013 the IDC (2015), which investigated the
potential for the production, processing and export of tilapia for the southern African market, determined
that the local demand for tilapia equalled 1 491 tons, while local production satisfied 187 tons of this demand
(total production of 234 tons less 47 tons of exports), with imports satisfying 1 304 tons. This is an indication
that South African tilapia production does not satisfy local demand for fish. With regard to the demands of
local fish buyers, the IDC (2015) found that many of the commercial buyers, whom they interviewed, believe
tilapia is an acceptable product. The Fish and Chip Co. Woolworths, 1&], PicknPay, Ocean Basket and
SeaHarvest offer tilapia as a product, by customer demand, which indicates that the fish is not an unknown
quantity among retailers. The common view is that, should a reasonable price be discovered, neighborhood
clients would increase their demand for this fish.

Nevertheless, other retailers such as Spar and Checkers do not perceive tilapia to be a feasible product to
market to South African consumers. A multitude of dominant mercantile purchasers did, nevertheless, give
attention to the feasibility of trading tilapia in their supermarkets (IDC, 2015). In Gauteng, Oyeleke (2017)
found that the majority of consumers (58%) consume fish each week, whilst only more than a quarter (26%)
consume it more than once a week; 10% eat it once in a while, and 6% do not eat fish at all. That same study
reported that 85% of retailers buy fish weekly; while 15% do so more than once a week (Oyeleke, 2017).
Importantly, Oyeleke (2017) found that 60% of purchasers require tilapia more than any other fish species,
which means there might be a potential market for tilapia in Gauteng province.

Export Market Potential of 0. Mossambicus: The distribution of consumers of this fish is not equal among,
or even within, countries/regions, with differences in the volumes and per-capita consumption (FAO, 2016).
The FAO (2016) reports that per-person fish consumption remained largely unchanged or even diminished in
some countries in Africa (e.g., Cote d’Ivoire, Liberia, Nigeria and South Africa), while Japan experienced an
increase. Since Asia has high levels of fish consumption, South Africa’s tilapia export possibilities to Asia,
America, Europe and the rest of Africa, needed to be investigated. In China, fish consumption per capita
increased at an average annual rate of 6% from 1990-2010, to about 35.1 kg (Operation Phakisa, 2014).
According to the FAO (2014), per-person fish consumption in the Asia-Pacific region is the greatest in the
Pacific, followed by Southeast Asia, South Asia and North Asia. In spite of the fact that annual per-capita fish
consumption in countries such as India and Pakistan is relatively low (2.85 and 0.6 kg, respectively), the great
size of those populations leads to great volumes of fish being eaten - for example, India, this is equivalent to
more than 3.4 million tonnes a year.

An FAO (2014) study concluded that, within countries, noticeably large geographical differences in fish
consumption could be established due to particular geographic differences, notably where the populace
resides near, or in the proximity of, great waterways or water bodies (e.g., the Mekong River and Cambodia’s
Tonle Sap). In addition, unsurprisingly, the existing data confirm a greater consumption rate of fish amongst
coastal populations than amongst those who reside further inland. There was no fair divide between rural
and urban areas; in 13 countries where data were available, the consumption of fish in rural areas exceeded
that of urban areas, while in nine other countries, in urban areas fish consumption was higher, possibly due to
the greater availability of the product in certain rural areas, and better buying power in some urban centres
(FAO, 2014). In 2013, in the United States of America (USA), tilapia consumption amounted to 660 762 metric
tons (mt), whereas in 2014 it was 633 759 mt (Fitzsimmons, 2017) - a decrease of about 27 003 mt. The FAO
(2016) argues that despite the overall decline in tilapia consumption in the USA, the fish remains popular.

Fitzsimmons (2017) supports this conclusion, pointing out that tilapia is sometimes called aquatic chicken. A
study by the Environmental Protection Agency (EPA, 2014) revealed that 86% of the fish consumed in the
USA at that time was imported. The top imported species included freshwater fish, mainly tilapia (EPA, 2014).
As the DAFF (2014) reports, in 2013, South Africa exported more than 86 tons of tilapia valued at
approximately R1.4 million, with the top three export destinations being the United Arab Emirates, the USA
and Zimbabwe. With regard to Africa, in Kenya, Charo-Karisa, Kyule and Obiero et al. (2014) found that tilapia
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is the most frequently purchased fish. The study participants’ diverse education levels were found to have no
significant effect on their fish-buying preferences (Charo-Karisa et al., 2014). Similarly, gender grouping did
not influence the purchase of fish, or consumption rates (Charo-Karisa et al., 2014). That study concluded that
over 60% of Kenyan customers purchased fish chiefly from open markets, in fresh and fried forms (Charo-
Karisa et al., 2014). Similarly, studies were conducted by Salehe, Luomba, Musiba, Mlaponi and Mghamba
(2014) in Tanzania.

Gebrezgabher, Amewu and Amoah (2015) in Ghana, revealed that tilapia was the preferred fish. Moreover, a
study by Britz, Hara, Weyl, Tapela and Rouhani (2015) revealed that, in South Africa, the Western Cape
Department of Agriculture launched a project to assess the potential for semi-commercial/commercial fishing
in public dams, to target the West-African expatriate market for freshwater fish. This followed a realization
that an increasing number of shops are owned and run by storekeepers from a variety of African countries
(amongst others, in Cape Town), that specializes in stocking food for foreigners, including frozen or
dried/smoked fish (mostly tilapia) which is imported. This means that in other African countries the
consumption of tilapia is much higher than in South Africa and that there is a potential market for local
tilapia. In Egypt, fish is a classical and key building block of the diet, offering a fundamental root of affordable
animal protein for the booming population (Operation Phakisa, 2014). Access to, and preference for, tilapia
was found to be greater in communities located in Egypt’s fish-manufacturing operations, than in other
sectors of the population (Eltholth, Fornace, Grace, Rushton & Hasler, 2015).

In Botswana, at least 4 000 tons of fish is consumed annually (Southern African Development Community
[SADC], 2016), of which only approximately 300 tons is produced in the region. Thus, there is a deficiency of 3
700 tons to be provided via imports, mostly from South Africa. However, the IDC (2015) found that, in 2013,
South Africa exported only 36 tons of tilapia to Botswana, which is not enough considering that country’s
requirements, therefore Botswana seems to be a potential importer of tilapia from South Africa. In the Caprivi
region, the consumption of freshwater fish ranked over beef, game and poultry, and has important economic
value for the nation (African states bordering the Atlantic Ocean [ATFALCO], 2012). The Nordenfjeldske
Development Services (NFDS, 2016) reports that, in Namibia, the yearly per-person consumption of fish is 12
kg, which constitutes 5% of overall protein intake and 14% of the overall animal protein intake. As the NFDS
(2016) notes regarding Lesotho’s per-person consumption, the addition of fish to overall protein intake and
overall animal protein consumption is the lowest in the SADC region. There is a limited-capture fishery in
Lesotho, given the country’s shortage of fishery resources (FAO, 2008). The DAFF (2014a) believes South
Africa could penetrate the markets of Lesotho, where there is limited consumption of tilapia.

Specifications for Purchasing 0. Mossambicus: Globally, the FAO (2010) found that, of the fish targeted for
human consumption, fish in live or fresh form was the preferred product, with a share of 49.1%, followed by
frozen fish (25.4%); prepared or preserved fish (15.0%) and cured fish (10.6%). In South Africa, the IDC
(2015) and the DAFF (2018) found that both fresh and frozen tilapia were preferred for consumption. As
Yongming (2013) reports, in urban China the main tilapia processed products are sold as frozen whole fish,
frozen fillets, fresh fish fillets, salted and/or smoked products, and canned and roasted fish fillets, while in the
provinces of China, most of the fish for the domestic market are sold live to local restaurants. In Egypt,
Eltholth et al. (2015) found that most of the manufactured tilapia was carried to wholesaler outlets and
marketed to customers as fresh fish, whilst small amounts were prepared by cleaning, grilling or frying them.
Access to, and consumption of, volumes of tilapia were found to be greater amongst communities in
production areas, and lower in other communities, where both fresh and frozen tilapia were in demand. In
Tanzania, Darko, Quagrainie and Chenyambuga (2016) found that 89.29% of consumers preferred medium-
and larger-sized tilapia.

In addition, the authors found that consumers who preferred medium-sized tilapia said “it tastes good”
(27.78%); “it is affordable” (25.26%); “it is readily available” (21.11%); “it is fleshy” (15.56%) and “it is easy
to prepare” (10.56%) (Darko et al, 2016). Similarly, Oyeleke (2017) found that, in Gauteng, 54.5% of
respondents considered taste above all other factors to influence their choice when buying fish. This is a clear
indication that the taste, quality and price of tilapia influence consumption patterns. Notably, a small
proportion of consumers (13.89%) who preferred medium-sized tilapia stated that medium-sized fish were
not merely simple to dispense amongst households, but allowed every member of the family to consume an
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entire fish. Darko et al. (2016) found that those consumers who preferred large-sized tilapia said it was
“fleshy” (39.02% of consumers); “easy to prepare” (21.14%); “tasty” (13.01%); relatively “cheaper” (4.89%)
and “readily available” (3.25%). Moreover, 98% of consumers were willing to pay more for large-sized than
small-sized tilapia, but a small proportion (10%) were willing to pay more for farmed tilapia. The study
further found that many consumers (80%) preferred to buy fresh tilapia, over smoked tilapia (Darko et al,,
2016).

Previous Studies on Tilapia: Asmah (2008) and Yuan, Yuan, Dai and Gong (2017) studied the profitability of
fish farms in Ghana and China, respectively, with Asmah (2008) analyzing the financial viability of farms in
two regions of Ghana. First, based on the cost and revenue data, statics as pointers were established to assess
the feasibility of each farm, and evaluate discounted cashflows. Asmah (2008) reported that the major
restrictions found to influence the profit of subsistence farms were cheap fish and lower production rates.
Yuan et al. (2017), who analyzed the economic profitability of tilapia farming in China, revealed that large
farms had the highest cost and profit margins, small farms had the lowest margins, while medium-sized farms
fell somewhere in between. They also found that the net profit of tilapia was very flexible and subject to
changes in price, feed, rent and fixed costs, of which price elasticity was the highest, followed by feed, rent
and fixed costs (Yuan et al, 2017). Oyeleke (2017), who studied the productivity and supply chain of
aquaculture projects in Gauteng, South Africa, reported that fish farmers operated at 36% capacity in their
projects.

Although the farmers were underutilizing their production capacity, Oyeleke (2017) found a 40% excess in
the profitability margin at all the farms under study. Brink et al. (2002) studied the genetic enhancement and
use of indigenous tilapia in southern Africa, paying attention to farm trials involving male tilapia, and an
assessment of the potential social and economic effects on farming by small-scale farmers. Brink et al. (2002)
found that on-farm trials of male tilapia did not materialize, because of a failure to produce enough male
tilapia by the final year of the project. This activity was substituted by initiating a series of pilot studies to
examine the overall importance of using small-scale tilapia culture as part of a larger group of rural
development programs, working jointly with the Western Cape Department of Agriculture (Brink et al,
2002). While scanty data were available on this activity by the project end, the results confirmed the
significant potential of small-scale aquaculture to guarantee food security and offer a means of securing the
necessities of life for people in poor rural communities in southern Africa (Brink et al., 2002).

As regards the assessment of the potential social and economic influence of general male tilapia culturing by
small-scale farmers, since the planned project did not materialize, Brink et al. (2002) examined the
maintenance of small-scale aquaculture practices, conducted under the auspices of the University of
Stellenbosch-sponsored Small-Scale Aquaculture Programme, and investigated biological, economic and
social sustainability issues. The results showed the economic viability of the practices, but concerns remained
over the long-term profitability of some of the culture systems. Indicators clearly showed, nonetheless, that
participants in the program secured important improvements to their livelihoods, skills development,
increased social capital and income, and better nutrition (Brink et al., 2002). Two decades later, the current
study aims to make a scientific contribution by analyzing the market environment, and specifically the
potential customers, of 0. Mossambicus farmers who belong to agricultural SMEs, by using a feasibility
analysis framework.

Aim and Objective of the Research: The primary objective of the study was to analyze the market
environment and potential customers of O. mossambicus farmers. The secondary objectives were, first, to
identify the customers, and their demands and specifications for purchasing the fish from 0. mossambicus
farmer SMEs in Limpopo province, South Africa; and second, to determine which factors (poor locality,
ineffective marketing, lack of market knowledge, low product demand and increased competition) reduce the
volume of 0. mossambicus produced by farmers.

Contributions of the Study: Here, the researcher makes suggestions to help smallholder agricultural
enterprises better understand the specific constraints around 0. mossambicus farming, and seeks to put
forward recommendations that will effectively improve the prospects of 0. mossambicus farmers in this
country. New entrepreneurial ventures and other stakeholders will benefit from the findings of this study,
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before engaging with O. mossambicus farmer SMEs or undertaking related activities in the aquaculture
sector. Lastly, this study can be utilized by business consultants to advise emerging entrepreneurs before
they start enterprises in 0. mossambicus farming. The study also makes a significant contribution towards
developing a viable market framework, by analyzing and determining the feasibility of the market for O.
mossambicus farmers in a developing country such as South Africa.

3. Research Methodology

In this study, the convergent mixed-methods design was used - an approach that requires a researcher to
collect both quantitative and qualitative data in parallel (Leedy & Ormrod, 2014). For qualitative primary
data collection, a semi-structured questionnaire was used with a few open-ended questions to guide further
discussions during face-to-face interviews with retailers, fresh produce market (FPM) traders, and fish
traders in Limpopo province. A semi-structured questionnaire was used to obtain participants’ views and
perceptions of who their customers are, and what their demands and specifications are for purchasing tilapia
from O. mossambicus farmers. For quantitative primary data-collection purposes, a structured questionnaire
was used to collect data from 90 0. mossambicus farmers who grow these fish in agricultural SMEs, and 30
consumers who eat the fish. When using quantitative structured questionnaires, the target population
answers very structured questions which are statistically analyzed, to arrive at the findings. The data
obtained from the structured questionnaires were used to establish who the customers were, and what their
demands and specifications were for purchasing the 0. mossambicus from these fish farmers.

To that end, the contact details of the O. mossambicus farmers were provided by the Department of
Agriculture in Limpopo province. Descriptive statistics were used to describe the basic characteristics of the
population, and allow the researcher to summarise the data in a straightforward and understandable manner
(Zikmund, Babin, Carr & Griffin, 2013). Moreover, the study used inferential statistics to evaluate the effects
of various factors surveyed with the O. mossambicus farmers, since such statistics are used to make
inferences, or project from a sample to an entire population (Zikmund et al., 2013). The study used a one-way
analysis of variance (ANOVA), which is the statistical method used for testing the null hypothesis. The
thematic analysis approach was used to derive categories and codes for the qualitative analysis. This means
of analyzing qualitative data entails searching across a data set, to identify, analyze and report the findings
(Creswell, 2014). It is a method for describing data, but it also involves interpretation in the process of
selecting codes and constructing themes in a study. The qualitative data were analyzed manually by the
researcher, with the aid of word-processing software.

4. Findings and Discussion
This section presents the findings of the study, in line with the research objectives.

Reliability and Validity: The reliability coefficient (Cronbach’s Alpha) for the items measured in the
Wholesalers dataset was 0.53; for the Consumers and the Farmers datasets it was 0.46 and 0.23, respectively.
While these values (particularly the latter two) fall below the prescribed value of 0.70 for an acceptable
reliability coefficient, the coefficients may have been influenced downwards by the relatively smaller samples
of wholesalers (n=20) and consumers (n=30) who responded to this survey.

Market Potential of Buying 0. Mossambicus from Farmers: The total potential market, minus the market
share of competitors, is equal to the target market. The target market is referred to as that portion of the total
market that a small business can reach with its products or services (Strydom, 2015). In this section, the
quantities, potential customers, supply and specifications of 0. mossambicus are discussed.

Quantities of 0. Mossambicus Sold Per Week by the Farmers of these Fish: Only six of the 90 O.
mossambicus farmers could provide data on weekly sales, and those ranged between 10 kg and 1 667 kg a
week. Given this limited information, it was impossible to calculate weekly sales by weight. The reason for
such uncertainty is that the farmers do not keep records -either of weight or quantity. The fact that they do
not keep records is a further indication of a lack of professionalism with regard to farming with O.
mossambicus. The question arises: Are they merely farming O. mossambicus for personal consumption or as
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survivalists, or because they created a cooperative with a minimum of five members, and hence qualified for a
grant of R350 000 as part of the Cooperatives Act, 14 of 2005 (RSA, 2005)? With regard to the number of O.
mossambicus sold, only 17 respondents could provide data, but without specifying the size of the fish sold.
Weekly sales of 0. mossambicus ranged between 3 and 8 100 fish, while the total local weekly sales amounted
to 791 440 per year (15 220 x 52 weeks). Although the mean weekly sales for the 17 respondents, in terms of
the number of O. mossambicus sold, was 895 per farmer (std. deviation = 1 924.01), nearly two-thirds (64%)
sold fewer than 670 fish per week, while half of them sold fewer than 125 fish per week.

Potential Customers for o. Mossambicus, as Predicted by the Farmers of these Fish: Two-thirds of the
farmers reported that the fish were bought by informal fish traders, while another third indicated that
consumers bought 0. mossambicus from their farms (Figure 1). The results are similar to those reported by
Van Rooyen (2013) and the IDC (2015), who found that informal fish traders in local communities constitute
the biggest market, as the industry’s low production cannot meet the needs of the formal markets.

Figure 1: Customers who buy 0. Mossambicus from Farmers
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Fish Mostly Bought by the Traders: As regards the main types of fish species bought by the 20 fish traders
(Figure 2), 40% bought hake while 35% bought 0. mossambicus, followed by 15% who bought MAs banker.
At the lower end of the spectrum of the purchase, thresholds were bream and the keepable species. It seems
that fresh O. mossambicus is not a product that is well known amongst the majority of South African
consumers, who are accustomed to hake (DAFF, 2018).

Figure 2: Fish Species Bought Most by Fish Traders (n=20)
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Suppliers of the Fish: The results in Table 1 reveal that the fish traders mainly bought hake from other
suppliers (70%), processors (15%), or farmers (10%). Only one (5%) was bought from agents.
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Table 1: Suppliers of Hake and 0. Mossambicus (n=20)

Item Farmers Agents Processors Other

Suppliers Total
Place you normally buy the fish (hake) 10% 5% 15% 70% 100%
Place you buy 0. mossambicus 12.5% 6.3% 12.5% 68.5% 100%

Frequency with Which Traders Buy 0. Mossambicus: As regards the frequency of buying 0. mossambicus,
44% of traders bought it weekly; 19% daily; and 13% bought it more than once a week (Table 2). The results
are similar to those reported by Oyeleke (2017), who found that 85% of retailers bought fish on a weekly
basis, and 15% bought more than once a week. This implies that 0. mossambicus is a commonly stocked food
fish in aquaculture.

Table 2: Traders’ Frequency of Buying 0. Mossambicus (n=16)

Item Daily More Weekly More Monthly Once
than than in a Total
once a once a while
Week Month

Frequency of buying O mossambicus 18.8% 12.5% 43.8% 0% 18.8% 63% 100%

Specifications for Purchasing 0. Mossambicus: Of the 20 fish traders participating in the study, 55%
bought 0. mossambicus frozen/smoked; 10% bought it fresh; 5% bought it live and a further 5% bought it
salted (Table 3). Of the fish traders, 25% bought it in ‘another’ form but did not specify. The majority of fish
traders are situated in urban areas, and the IDC (2015) reported that tilapia is gutted and frozen for transport
to markets or wholesalers.

Table 3: Specifications for Purchasing 0. Mossambicus (n=20)

Form in which Available for Purchase Live Fresh Frozen/Smoked Salted Other
Total

0. mossambicus 5% 10% 55% 5% 25% 100%

Sizes which 0. Mossambicus Traders Buy: Of the 20 fish traders, 66.7% bought medium-sized (300 grams)
0. mossambicus; 26.7% bought the large size and 6.7% bought the small size. As the FAO (2017) reports, size-
related preferences for tilapia are influenced by a market segmentation of consumers, driven by the specific
use of the fish. The size of the 0. mossambicus being sold plays a major role in the profitability of an
operation. While plate-sized fish are generally more popular amongst general consumers, growing tilapia to
larger weights (i.e., 300 grams or more) is less profitable than selling them at smaller sizes (DAFF, 2018). This
could explain why fish traders prefer buying medium-sized O. mossambicus.

Table 4: Fish Species Preferred by Consumers who eat 0. Mossambicus

Species Most Preferred Less Not Total Mean
Preferred Preferred Preferred
Hake 33.3% 37.5% 16.7% 12.5% 100% 2.92
Sole 0% 0% 8.7% 91.3% 100% 1.09
Tilapia 60% 20% 13.3% 6.7% 100% 3.33
Catfish 17.4% 13.0% 4.3% 65.2% 100% 1.83
Trout 0% 0% 6.7% 90.5% 100% 1.10
Carp 4.3% 17.4% 26.1% 52.2% 100% 1.74

On a four-point scale of 1 = not preferred and 4 = most preferred, the most preferred type of fish was O.
mossambicus (weighted mean index = 3.33 out of 4), followed by hake (weighted mean index = 2.92 out of 5)
and catfish (weighted mean index = 1.83 out of 5) (Table 4). The least preferred type was sole (weighted
mean index of 1.09 out of 4). These results are similar to those reported by Oyeleke (2017), who found that
60% of buyers demanded tilapia more than any other fish species.
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Factors that Reduce the Volumes of 0. Mossambicus from Farmers: Overall, the main factor cited as
having the potential to reduce the volumes of 0. mossambicus was ‘low product demand’ (weighted mean
index = 3.39 out of 5; SD = 1.088); closely followed by ‘lack of market knowledge’ (weighted mean index =
3.26 out of 5; SD = 1.241) and ‘ineffective marketing’ (weighted mean index of 3.13 out of 5; SD = 1.334). The
lowest-ranked factor was ‘increased competition’ (weighted mean index = 2.73 out of 5; SD = 1.339). Low
product demand can be linked to responses that revealed a lack of market knowledge and ineffective
marketing. These results align with those of Baloyi (2010), who found that 76% of farmers in two districts
(Capricorn and Vhembe) indicated that they did not have access to market information, especially in respect
of market prices and the products that were in high demand by markets during certain periods.

Table 5: Factors that Reduce the Volumes of 0. Mossambicus (n=90)

Factor Strongly Disagree Unsure Agree Strongly Total Mean Std.
Disagreed Agree % Deviation
Poor Locality 21.3% 10.1% 25.8%  31.5% 11.2% 100 3.02 1.315
Ineffective Marketing 8.9% 34.4% 12.2%  233% 21.1% 100 3.13 1.334
Lack of Market knowledge 10.1% 18.0% 213% 348% 15.7% 100 3.26 1.241
Low Product Demand 4.5% 19.1% 18.0% 47.2% 11.2% 100 3.39 1.088
Increased Competition 17.0% 34.1% 19.3% 13.6% 15.9% 100 2.73 1.339

Relationship between Factors Contributing to Reducing Volumes of 0. Mossambicus: A Kruskal-Wallis
one-way ANOVA test was conducted to determine the homogeneity of the sampled farmers concerning their
responses to the factors that reduce the volume of O. mossambicus. The results of the ANOVA are reported in
Table 6. The F-statistic and the corresponding p-value were used to determine whether or not the differences
were significant. The statistical significance of the variables in the multivariate analysis was tested at levels of
p <0.05.

Table 6: Test of Homogeneity (ANOVA) of 0. Mossambicus Production Factors (n=90)

Factors that Reduce Production Volumes Sum of DF Mean F- Sig

of 0. Mossambicus Squares Squares Statistics

Poor locality (farm location) Between groups 0.456 2 0.228 0.129 0.879
Within groups 153.500 87 1.764
Total 153.956 89

Ineffective Marketing (farm location) Between groups 2.248 2 1.124 0.626 0.537
Within groups 156.152 87 1.795
Total 158.400 89

Market knowledge (farm location) Between groups 2.323 2 1.162 0.750 0.475
Within groups 134.799 87 1.549
Total 137.122 89

Low Product Demand (farm location) Between groups 0.127 2 0.063 0.052 0.949
Within groups 105.262 87 1.210
Total 105.389 89

Increased Competition (farm location) Between groups 5.161 2 2.580 1.454 0.239
Within groups 154.439 87 1.775
Total 159.600 89

*p <0.05

It is evident from the test of the homogeneity of farmers of 0. mossambicus (see Table 6), that there were no
significant differences within and between groups in respect of the factors that reduce the volumes of O.
mossambicus, such as poor locality (F-statistic = 0.129; p = >001); ineffective marketing (F-statistic = 0.626; p
=>001); lack of market knowledge (F-statistic = 0.750; p = >001); low product demand (F-statistic = 0.052; p
=>001) and increased competition (F-statistic = 1.454; p = >001).
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5. Conclusion and Recommendations

What emerged from the demand analysis of 0. mossambicus is the indication that the fish is in demand in
South Africa, as shown by the broad knowledge of the participating fish traders and consumers. The results
indicate that 0. mossambicus farmers sell those fish fresh to informal fish traders and consumers. Farmed
fresh, the O. mossambicus is generally marketed at farm stalls at a weight of less than two kilograms per fish.
Fresh O. mossambicus is therefore sold in local markets, rather than via retail or formal outlets. Since fish
traders buy and sell frozen 0. mossambicus, it appears that efforts should be directed at taking a different
approach to traditional frozen fish, if O. mossambicus farmers want to position themselves more
competitively. 0. mossambicus can also be exported to foreign markets due to the product being frozen,
allowing for long-distance transportation. The results indicate that 58.4% of respondents agreed that low
product demand (a mean of 3.39 out of 5) reduced the volumes of O. mossambicus - this can be linked to the
responses that revealed both a lack of market knowledge and ineffective marketing. An ANOVA test showed
the volumes of 0. mossambicus were not determined by poor locality, ineffective marketing, a lack of market
knowledge, low product demand or increased competition, thus the null research hypothesis - that there is
no significant difference within and between groups, in respect of the factors that reduce the volumes of O.
mossambicus - is accepted.

Practical Implications: The study was based on the premise that fish farmers should first understand the
culture of 0. mossambicus consumption in South African society if access to the market is to be achieved and
strengthened. Second, they should understand that formal markets prefer frozen 0. mossambicus, as that
directly affects customers and their demands and specifications for purchasing the fish, while there is the
local, national and export market potential for raw and processed products, which in turn affects the volumes
of the product. The Department of Agriculture should educate O. mossambicus farmers about consumption
cultures in South Africa. It became evident that O. mossambicus farmers would increase the volumes of fresh
fish production if they were confident that a buyers’ market was available, to sell to. Fresh 0. mossambicus is
the reason why formal fish traders do not buy from O. mossambicus farmers. More effort should be directed
at selling O. mossambicus frozen if a market exists. Increased volumes of frozen 0. mossambicus may play a
significant role in securing the formal market (local, national and export), and growing the informal market.

Therefore, connecting 0. mossambicus farmers with formal markets would improve the volumes of frozen O.
mossambicus, enhancing growth and sustainability. This can be done by involving intermediaries, who are
often able to perform marketing functions better than the producer of a product can. A producer can perform
his/her own distribution function (including delivery) if the geographic area of the market is small,
customers’ needs are specialized and risk levels are low. However, intermediaries generally provide more
efficient means of distribution, if customers are widely dispersed, or if special packaging and storage are
needed (Longenecker et al,, 2017). It is therefore recommended that local agents or brokers (middlemen) be
used by 0. mossambicus farmers, as that will assist them in selling to wholesalers and retailers, as well as to
the national and export market. In addition, O. mossambicus farmers and stakeholders should improve
communication by using social media platforms and should form marketing groups to sell their fish - that will
allow improved market access and raise product awareness.

As a single brand could be developed to market each farmer’s product. They can then sell the product to
consumers or secondary intermediaries, such as processors. The findings of the study reported here indicated
that 58.4% of respondents agreed that low product demand reduced the volumes of 0. mossambicus being
produced. It is therefore recommended that low product demand should be considered in any local policy
aimed at improving freshwater aquaculture. Moreover, an 0. mossambicus aquaculture forum should ideally
be established, to include aquaculture stakeholders (0. mossambicus farmers, fish traders, fish consumers,
the DAFF and the Agricultural Research Council). This will assist in developing primary legislation governing
freshwater aquaculture. Moreover, the government should identify well-established 0. mossambicus farmers,
and match them with farmers in Limpopo for mentorship and coaching, which will develop in them the skills
and confidence needed to manage and expand their farms and enterprises.
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Future Research Directions: The study recommends that future research investigate the financial literacy of
0. mossambicus farmers. In addition, accurate audits should be conducted on O. mossambicus farms, to
determine the true production capacity and supply in different parts of South Africa and other countries.

Ethical Compliance: The College of Economic and Management Sciences (CEMS) provided ethical clearance
for the larger study on 13 July 2018, ethical clearance certificate no. 2018 CEMS ESTTL 007. This paper is part
of a thesis entitled: ‘A sustainable marketing framework for small business Mozambique Tilapia
(Oreochromis mossambicus) farmers in Limpopo province’.
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Abstract: The paper aims to review the literature on the effect of workforce diversity including, gender,
culture/race, age, and ethnicity, on firm performance. Many empirical papers have been reviewed in which
different statistical models have been applied to data of multiple types of organizations across the regions
and continents to find the association between the selected variables. The review methodology is selected to
survey the literature on the impact of workforce diversity on organizational performance between the years
2000 and 2021. The reviewed literature shows that workforce diversity is significantly related to
organizational performance. Moreover, this paper concludes that the positive significant influence of
workforce diversity on organizational performance exceeds the negative significant impact. Also, workforce
diversity is productive, if it is in appropriate balance. Whereas few studies reported no significant influence of
workforce diversity on organizational performance.

Keywords: Organizational performance, age, gender, culture, race, and ethnicity.

1. Introduction

Workforce diversity has become a major strategic pillar that many firms feel is required of them to advance
justice and fairness in the workplace (Ng & Sears, 2012; Mor Barak, 2015). The equal opportunity principle,
which ensures that diversity can be useful to boost the efficiency and effectiveness of businesses instead of
losing bright people based on these differences, is largely responsible for the emergence of the workforce
(Henry & Evans, 2007). Also, Workforce diversity is increasing as the rising numbers of people are working in
foreign countries due to the increase in immigration and globalization, and native people who have never
been abroad are facing people with diverse backgrounds and cultures while working in local companies and
organizations. Therefore, workforce diversity has been a complex phenomenon in the workplace (Johnston,
1991; Kundu, 2003; Adler, 1997; Henry & Evans, 2007). Workforce diversity, which is defined as the presence
of more than one feature among employees, has become a hot topic for organizational academics and
managers as a result of the advent of globalization (Cho, Ahraemi, & Mor Barak, 2017). In an organization,
diversity refers to the presence of both commonalities and differences among its members in respect of
gender, age, color, culture, disability, and physical abilities (Saxena, 2014). The ultimate dependent variable
for researchers interested in virtually any area of management is organizational performance. Organizational
performance is crucial to the survival and profitability of the modern corporation due to market rivalry for
consumers, inputs, and capital.

Because of this, the construct now serves as the primary objective of contemporary industrial activity. The
final criterion for evaluation of marketing, human resources (HR), operations management, and strategy is
the contribution to organizational performance. It must be measured for managers and researchers to assess
individual managerial decisions, the competitive position of firms, and the evolution and performance of
firms over time (Richard, Devinney, Yip, & Johnson, 2009). Numerous studies have shown the advantages that
diversity can have for an organization, including those related to role stress, organizational commitment,
retention, and innovation (Gonzalez & DeNisi, 2009; Richard, Roh, & Pieper, 2013; Findler, Wind, & Mor
Barak, 2007; Cho & Mor Barak, 2008; Hobman, 2003). However, Choi & Rainey, (2010) have shown that
worker diversity may have detrimental effects on an organization's overall success. The following academics
have undertaken numerous research to look into how workforce diversity affects organizational performance
in connection with age, gender, culture, race, and ethnicity diversity (Fredette & Bernstein, 2019; Vairavan &
Zhang, 2020; Orazalin & Baydauletov, 2020; Bennouri, Chtioui, Nagati, & Nekhili, 2018; Hassan, Marimuthu, &
Johl, 2017; Hong, 2015; Hogan & Huerta, 2019). However, no conclusive evidence has been provided by the
existing studies. In order to study the impact of age, gender, culture, race, and ethnic diversity on company
performance, this review article will undertake a thorough assessment of studies from the last two decades.
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2. Literature Review

Previous studies provide a mixture of results regarding the impact of workforce diversity on organizational
performance. Clarifying the effect that workplace diversity has on organizational performance requires more
study to investigate the relationship between diversity and performance. The following section of the paper is
the literature review. Next is the methodology, followed by results and discussion, and the last section is the
conclusion and recommendation. Using a cross-sectional archival, Mahadeo, Soobaroyen, & Hanuman, (2012)
proved that age diversity positively influenced the return on assets of 42 Mauritian organizations. Age
diversity had a detrimental effect on corporate social performance, according to research done on 95 US S&P
500 companies (Hafsi & Turgut, 2013). Similarly, Lu, Chen, Huang, & Chien (2015) used 93 German
companies and 14,260 employees and concluded that age diversity strengthens and gives rise to the
effectiveness of the Human resource system, which will acquire and develop the resources to have desirable
behaviors that ultimately help to enhance the performance of an organization. De Meulenaere, Boone, & Buyl,
(2016) took interest in finding the impact of age diversity in Belgium for which a sample of 5892
organizational observations and panel data estimation technique has been used for this study which
concluded that if the firm has a large size & has high job security, then age diversity contributes positively to
the firm’s performance.

However, Backes-Gellner & Veen, (2009) conducted a study on 18,000 firms and two million employees and
found that age diversity does not cause a decrease in firm productivity. Moreover, it positively impacts
companies in terms of creativity and innovation that contributes to companies’ performance. Kunze, Boehm,
& Bruch, (2011) utilizing the data of 128 German firms, proved that age diversity led to the negative
performance of the experimented firms. In addition, Abdullah & Ku Ismail, (2013) used 100 non-financial
Malaysian businesses and provided evidence that age diversity harms a company's performance. Ali, Kulik, &
Metz, (2009) used information from 422 firms that were listed on the Australian Securities Exchange
between the years 2002 and 2005. According to the findings of the regression study, gender diversity and
company performance were found to be positively correlated. An improvement in gender diversity might
result in financial gains for a business. Ali, Kulik, & Metz, (2011) employed a longitudinal research approach
to collect data from service and manufacturing organizations that are publicly listed. The findings indicated
that gender diversity and company performance have a favorable linear relationship. Srinidhi, Gul, & Tsui,
(2011) 2480 observations were made of US organizations, and it was discovered that there is a positive link
between gender diversity and the level of profits in US organizations.

Moreover, Badal & Harter (2014) found that gender diversity has a positive impact on company performance
at the business unit level using data from more than 800 business units of two distinct firms in the retail and
hotel industries. However, Haslam, Ryan, Kulich, Trojanowski, & Atkins, (2010) utilized 2001-2005 panel
data, archived on the UK FTSE 100 organizations, and discovered that gender diversity had a negative link
with the market value of the chosen enterprises while having no association with return on assets and return
on earnings. Bghren & Strgm (2010) showed that there is a negative association between gender diversity
and Tobin's Q, market return on the stock, and return on assets using data from 1200 Norwegian enterprises
and panel data from 1989 to 2002. Brown (2002) using data from 121 executive directors in nonprofit
organizations located in Los Angeles, proved that a higher percentage of racial diversity led to better
organizational performance. Richard, McMillan, Chadwick, & Dwyer, (2003) conducted a study in 45 US states
and proved that racial diversity increased the performance of the selected banks that adopted an innovation
strategy. Roberson & Park, (2004) studied from 1998 to 2003 that the performance of 100 Fortune listed
companies benefited from ethnic diversity. Cunningham, (2009) applied Hierarchical regression analysis to
data gathered from 75 NCAA athletic departments and investigated that racial diversity positively affected
the performance of the entire organization.

On the contrary, Roberson & Park, (2007) using 100 firms from Fortune's list from 1998 to 2003, it was
suggested that when ethnic minorities' presence in leadership reaches a certain level, firm performance will
suffer. Also, Choi & Rainey, (2010), diversity was found to be negatively associated with organizational
performance utilizing the Central Personnel Data and the 2004 Federal Human Capital Survey. King, Dawson,
West, Gilrane, Peddie, & Bastin, (2011) using information from the NHS National Staff Survey, which covered
142 hospitals in the UK, researchers discovered that ethnic diversity was found to be positively associated
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with the courtesy felt by patients, which improved organizational performance. Results of an investigation on
100 non-financial Malaysian public companies revealed a significant and favorable relationship between
ethnic diversity and the performance of the chosen firms (Marimuthu, 2008). However, according to a study
that polled 743 workers from 131 US banks, ethnic diversity had a negative effect on the performance of the
tested banks. Although it implies that by avoiding problems linked to potential status inequalities, the work
experience of the members of the work unit and the performance of the unit can be improved (Leslie, 2017).

3. Methodology

The study aims to investigate the impact of workforce diversity on firm performance. The workforce diversity
factors include age diversity, gender diversity, cultural diversity, race diversity, and ethnic diversity. For this
purpose, a literature review methodology has been selected to survey the literature to find the association
between employee diversity and organizational performance. This makes it challenging to stay on the cutting
edge of research, remain current with best practices, and evaluate the body of evidence in a certain field of
business research. This makes the literature review a more useful research technique than ever (Snyder,
2019). The papers relating to workforce diversity and organizational performance have been found using a
variety of databases, including Google Scholar, Science Direct, Wiley Online Library, Elsevier, etc. There are
many workforce-related aspects, but this review paper focuses on age, gender, culture/race, and ethnicity. In
order to find the research articles relating to the topic, the keywords, including age diversity, gender
diversity, cultural diversity, race diversity, ethnic diversity, and organizational performance, have been used.
Moreover, the keywords for this paper are organizational performance, age, gender, culture, race, and
ethnicity. The study focused mainly on articles published between 2000 and 2021.

4., Results and Discussion

Age Diversity and Organizational Performance: Age diversity is the degree of employee age difference within
a group, firm or organization. Age diversity is a considerable issue in the workplace because a significant
number of people ages more than 45 -50 are doing jobs in organizations (Williams & O’Reilly III, 1998; Li,
Chu, & Lam, 2011; Milliken & Martins, 1996). For example, according to a study, 30% of the working class has
an age of more than 50 years and this was predicted to grow by 10 percent in 20 years (Pollitt, 2006). The age
workforce diversity is observed to increase all over the globe where young members have to work with older
employees. Therefore, managers of the companies will need to understand and manage issues related to the
age difference and enhance the company's performance (Li, Chu, & Lam, 2011). Some studies show a positive
impact of age diversity and other studies show opposite results.

Positive Impact: Age diversity and age-related knowledge can increase creativity, decision-making quality,
problem-solving ability, and efficiency, all of which boost employee productivity and profitability. (Pelled,
1996; Williams & O’Reilly III, 1998; Hambrick & Mason, 1984; Harrison & Klein, 2007; Klein & Harrison,
2007; Horwitz & Horwitz, 2007; Carton & Cummings, 2012). Akisimire, Masoud, Baisi, & Orobia, (2016)
conducted a study on 78 manufacturing companies in Uganda and found that younger board members
performed worse than older ones. Additionally, it concluded that age diversity has a good and significant
impact on a company's financial performance.

An insurance company with 90 employees in Nairobi was the subject of a case study that looked at the
relationship between age diversity and firm performance. It also showed that age diversity could boost the
organization's creativity and innovativeness (Karimi & Busolo, 2019). Bal & Boehm, (2019) explained that age
diversity enhanced the client satisfaction of clients of a German public service organization. Moreover, Li, et
al,, (2021) performed a large manager-report workplace survey with 3,888 respondents from the Society for
Human Resource Management and examined how age variety might lead to benefits in social and human
capital, ultimately enhancing organizational success. Syakhroza, Diyanty, & Dewo, (2021) proved that age
diversity had a positive role in top management meetings and interactions which led to the performance of
the selected bank. Mothe & Nguyen-Thi, (2021) collected information from the Luxembourg Employer Survey
(LES) and Luxembourg Longitudinal Linked Employer-Employee Data, concluding that companies with a
diversity of age groups perform better. Also, (Baporikar, 2021) age diversity and the performance of state-
owned businesses are strongly correlated.
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Negative Impact: On the contrary, (Byrne, 1971; Tajfel, Turner, Austin, & Worchel, 1979) age-based value
inequalities have a negative effect on worker productivity. The problems, like in-group favoritism and out-
group stereotyping and prejudice, can hinder cooperation, cohesion, and communication between employees
of different ages in the firm, which could result in confrontations (Bell, Villado, Lukasik, Belau, & Briggs,
2011). In this way, the synergies are not realized and age diversity can negatively influence the firm
productivity (Pelled, 1996; Grund & Westergaard-Nielsen, 2008; Klein, Knight, Ziegert, Lim, & Saltz, 2011;
Kunze, Boehm, & Bruch, 2011). Luksyte, Avery, Parker, Wang, Johnson, & Crepeau, (2022) confirmed that
when team agreeableness was low the greater age diversity caused lower team performance. Joseph, (2014)
conducted a survey and utilized literature and came up with the conclusion that there is a negative
relationship between age diversity and performance (Szatmari, 2021).

The National Basketball Association (NBA) panel data analysis suggested that the top performers performed
poorly on teams with large age diversity and well on those with low age diversity. Mothe & Nguyen-Thi,
(2021) collected information from the Luxembourg Employer Survey (LES) and Luxembourg Longitudinal
Linked Employer-Employee Data and came to the conclusion that companies with polarized age groups suffer
from the performance benefits of age variety. Talavera, Yin, & Zhang, (2021) did a study on all the companies
listed on the Shenzhen Stock Exchanges between 2005 and 2015 and discovered that age diversity had a
higher detrimental effect on government companies than on privately-held organizations. Van Dijk, Van
Engen, & Van Knippenberg, (2012) conducted a meta-analysis of 146 studies and explored that age diversity
is negatively associated with performance. Similarly, Kunze, Boehm, & Bruch, (2013) did a study comprising
147 companies and, using a structural equation modeling, concluded that the more age diversity, the more
negative age-discrimination rise leads to negative organizational performance.

Gender Diversity and Organizational Performance: The number of female employees has enhanced across the
globe because of women'’s rights (Ali, Kulik, & Metz, 2011). There are two ways to think about how gender
diversity affects a company's performance. One takes into account how gender diversity affects how people
see businesses generally in terms of their repute, image, and market worth, while the other takes into account
how it affects managers and employees, which boosts productivity and profits for the business (Solakoglu &
Demir, 2016). According to several studies, gender diversity promotes better-recruiting practices, worldwide
relationships, and a broader understanding of the business world. However, other studies contend that it can
lead to conflict in decision-making and delay the process, making it difficult for businesses to react swiftly to
market shocks. This, in turn, can result in value destruction and lower firm performance (Carter, Simkins, &
Simpson, 2003; Singh & Vinnicombe, 2004; Hambrick, Cho, & Chen, 1996).

Positive Impact: Using the data from 240 YMCA organizations proved that social performance enhanced as
gender diversity increased while fundraising performance decreased as gender diversity increased (Siciliano
1996). Bonn, Yoshikawa, & Phan, (2004) did a study on 104 Australian industrial companies to examine the
impact of gender diversity on return on assets and the market-to-book value ratio for Australian companies.
Nguyen & Faff, (2007) revealed that there is a positive influence of gender diversity on market worth and
return on assets of the 500 largest Australian firms utilizing 793 final observations. Gender diversity and
company market value were found to be positively correlated using 68 Spanish organizations and 408
observations (Campbell & Minguez-Vera, 2008). Also, (Mahadeo, Soobaroyen, & Hanuman, 2012) used a
cross-sectional, archival study, and it was determined that gender diversity increased the return on assets for
42 Mauritian organizations. In the same way, Ali, Ng, & Kulik, (2014) selected 288 large firms listed
Australian Securities Exchange and used Competing Linear and Curvilinear Predictions test in which results
proved gender diversity had a positive relationship with organizational performance. In a study on 95 S&P
500 companies in the US, Hafsi & Turgut, (2013) found a positive relationship between gender diversity and
corporate social performance.

Perryman, Fernando, & Tripathy, (2016) showed that as gender diversity rises, the top leadership teams’
performance is enhanced which leads to organizational performance. Last but not least, Orazalin &
Baydauletov, (2020) found a positive correlation between social and environmental performance across
2,624 firm-year samples from listed European enterprises. Zaid, Wang, Adib, Sahyouni, & Abuhijleh, (2020)
examined the association between business sustainability performance and gender diversity, finding both a
positive and insignificant relationship. Del Carmen Triana, Richard, & Su, (2019) proved that senior
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management gender diversity brings about change, in high-tech companies, which leads to high
organizational performance. Chijoke-Mgbame, Boateng, & Mgbame, (2020) examined the positive association
between gender diversity and financial success in 77 African businesses. Bennouri, Chtioui, Nagati, & Nekhili,
(2018) Using the information from 394 French companies, it was determined that having female directors
greatly improved the experimental companies' return on assets and return on equity (Delgado-Piiia,
Rodriguez-Ruiz, Rodriguez-Duarte, & Sastre-Castillo, 2020). At various organizational levels, the productivity
of a few Spanish banks is favorably and significantly correlated with gender diversity.

Negative Impact: Adams & Ferreira, (2008) applied unbalanced panel data from 1996-2003 to the data of
1939 US companies. It has been determined that gender diversity has a detrimental effect on a company's
market value and return on assets. To determine the effect of gender diversity on share price and profit,
researchers collected data from 432 US companies (Dobbin & Jung, 2011). It was determined that gender
diversity had no impact on the profits of the chosen companies and had a negative impact on stock value.
Bghren & Staubo, (2016) used the data of all the listed Norwegian firms, which are the firms exposed to the
GBL, and concluded the more the gender diversity increases, the firm’s performance decreases. Bennouri,
Chtioui, Nagati, & Nekhili, (2018) concluded that gender diversity proved to negatively significantly affect the
market-based (Tobin's Q) performance of 394 French firms.

Insignificant Impact: In their study of 169 Japanese manufacturing companies, Bonn, Yoshikawa, & Phan,
(2004) used an archival method with a one-year time lag and came to the conclusion that gender diversity did
not significantly affect the performance of Japanese companies. Similar to this, Marimuthu & Kolandaisamy,
(2009) used OLS regressions to analyze data from 100 non-financial Malaysian companies that were publicly
listed between 2000 and 2006. It has been determined that there is no substantial correlation between
gender diversity and firm performance. Hassan, Marimuthu, & Johl, (2017) analyzed information on the board
members and financial performance, including ROA and ROE, of 60 big publicly-traded companies in Malaysia
between 2009 and 2013. The study concluded that organizational performance was not significantly
impacted by gender diversity.

Racial Diversity and Organizational Performance: Racial diversity means the presence of employees
belonging to different races instead of one race (Blau, 1977). The evidence showed that racially
heterogeneous groups, in comparison to racially homogenous groups, proved to be beneficial for decision-
making activities (Maznevski & Distefano, 2000). Additionally, when creating and implementing the strategy,
racially diverse groups present a larger variety of ideas and more possibilities than homogenous groups
(Watson, Kumar, & Michaelsen, 1993; Cox & Blake, 1991; Cox, Lobel, & McLeod, 1991). However, Roberson &
Park, (2007) proposed that an increase in racial diversity caused a decline in firm performance.

Positive Impact: The different viewpoints brought about by racial diversity may inspire management teams to
come up with more original and creative ideas and solutions (Miller & del Carmen Triana, 2009; Ancona &
Caldwell, 1992; De Dreu & West, 2001; Bantel & Jackson, 1989). (Srikanth, Harvey, & Peterson, 2016) When
good team dynamics are very relevant, racial diversity can improve organizational performance. Similarly,
Richard, (2000) used a sample of 574 banks in North Carolina, California, and Kentucky, and 191 employees.
The study came to the conclusion that racial diversity provided value in terms of performance, return on
equity, and market performance, and positively impacted the performance of the firm in the banking industry.
Smulowitz, Becerra, & Mayo, (2019) concluded that racial diversity is favorably correlated with the
profitability of the experimental companies using a sample of 143 US law firms.

But that it may not have the same effect on top management. Fredette & Bernstein, (2019) drew a survey of
247 boards and explained that racial diversity improved board performance in terms of fiduciary
performance, stakeholder engagement, and organizational responsiveness. The productivity of the chosen
high-tech corporation was positively impacted by the racial diversity in higher and lower management
(Richard, Triana, & Li, 2021). Additionally, it was shown that organizations with more ethnic diversity in top
management compared to lower management were more productive than those with the opposite situation.
Sharma, Moses, Borah, & Adhikary, (2020) employed a sample from the Fortune 2000 and a separate
regression model to demonstrate that racial diversity improved the financial performance of the chosen
companies, such as return on assets.
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Negative Impact: Timmerman, (2000) collected data from 871 and 1,082 professionals in basketball and
baseball teams respectively. The findings revealed that ethnic diversity has a detrimental effect on basketball
performance and is unrelated to baseball team success (Pitts, 2005). Racial diversity proved to be unrelated
to the performance outcomes (Lee, 2019). Another study, with a sample size of 129 to 204 US agencies, found
that when minority representation increased, it had a detrimental effect on goal achievement, as opposed to a
balanced minority representation, which could improve an organization's performance. However, Vairavan &
Zhang, (2020) decided to use a mediation analysis methodology to pinpoint the role that employee and R&D
productivity had in the relationship between racial diversity on the board and business performance. The
study's findings demonstrated that the firm's performance was not directly impacted by the board's racial
diversity.

Ethnic Diversity and Organizational Performance: Ethnic diversity has shown mixed findings; some studies
report that diversity can generate innovation, and positively influence financial performance (Herring, 2009;
Simons, Pelled, & Smith, 1999; Richard O. C., 2000; Richard, Barnett, Dwyer, & Chadwick, 2004), but some
studies suggest that ethnic diversity can give rise to conflict and decrease cohesion (Jehn, Northcraft, & Neale,
1999).

Positive Impact: To demonstrate that ethnically varied teams performed better on the project tasks, two
American teams were chosen, consisting of 75 ethnically diverse teams and 90 ethnically non-diverse teams
(Watson, Johnson, & Zgourides, 2002). Pitts & Jarry, (2007) used data from Texas public schools to get the
conclusion that, while ethnic diversity among instructors consistently had a detrimental impact on
organizational performance, it had little effect at the managerial level. Rasul & Rogger, (2015) surveyed more
than 4000 bureaucrats and assessed the completion rate of 4700 public projects. It was concluded that a unit
enhancement of ethnic diversity bureaucrats causes an increase of nine percent in the completion rate of
public projects in Nigeria. In 1999, the hiring of new ethnic minority officers in the English and Welsh police
forces reduced the rate of crime significantly over 10 years of recruiting (Hong, 2015). Also, ethnic diversity
reduced the rate of corruption allegations by the public and gave rise to better citizen attitudes specifically in
terms of fair treatment. Employing a sample of 258 higher education workers in South Africa, it was found
that ethnic diversity significantly and favorably affects workers' performance (Setati, Zhuwao, Ngirande, &
Ndlovu, 2019). However, a study on four commercial banks in Naples using a multimodal regression model
revealed that staff performance was unaffected by ethnic diversity (Shrestha & Parajuli, 2021).

Negative Impact: Ethnic diversity in the public school in the US state of Maryland had a negative impact on
their performance (Pitts & Jarry, 2009). There was no correlation between the effectiveness of the Kisumu
Law Courts in Kenya and ethnic diversity (Anyango & Florah, 2019). Another study included all the US equity
REITSs, using two-stage Heckman correction models, and proposed that ethnic diversity negatively impacted
the operating performance of equity REITs (Hogan & Huerta, 2019). Another study with a sample of 508
respondents in federal health institutions revealed that the increase in ethnic diversity caused disunity and
lack of cohesion among the employees (Njide, Onodugo, & Agbeze, 2018).

5. Conclusion and Recommendations

The review concludes that diversity in terms of age, gender, culture, race, and ethnicity significantly affects
organizational performance. Additionally, it was discovered that workplace diversity had a greater benefit
than negative effect on a company's success. Although diversity has benefits and advantages in respect of
innovation and performance, a balanced approach is required in terms of employee diversity because it may
lead to negative impacts, instead of positive, if the diversity exceeds a certain level. However, few studies
reported no significant influence of workforce diversity on organizational performance. The current study
does not include other workforce diversity factors such as religion, sexual orientation and capabilities, etc.
These aspects of labor diversity can be inculcated in future studies in this field. Moreover, the workforce can
enhance innovation and organizational success. Therefore, firms should opt for such strategies to manage the
diverse workforce. It is recommended that more studies are required on workforce diversity management
and practices to effectively manage employee diversity.
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Abstract: The prime objective of the study is to examine the impact of green product innovation, green
process innovation, and corporate environmental ethics on the competitive advantages of Saudi
manufacturing firms. In addition to that, the study has also planned to examine the mediating role of
corporate environmental ethics and moderating role of corporate environmental management in the
relationship between green product innovation, green process innovation, and competitive advantages of
Saudi manufacturing. This study used a quantitative approach to research with a cross-sectional method for
the collection of data. This study used purposive sampling for the collection of data from the production
managers of the manufacturing industry of KSA. The participation of the production managers in current was
on a volunteer base. A structured questionnaire was used to gather the data from the respondents. The scale
item for all constructs was adapted from the previous studies and measured on a 5-point Likert scale. “Partial
Least Squares” (PLS) method of analysis was employed for the analysis of the research model using the
Smart-PLS (Ringle et al., 2020). The present study found out that if a firm is consistent about investing more
in CEE, the KSA manufacturing industry would witness improvement in their GRpdl and competitive
advantage. Thus, these findings can be utilized by the manufacturing industries in KSA. By observing the
environmentalism approach of consumers and strict rules at the international level, the firms shouldn't avoid
their environmental duties. This study intends to fulfill the purpose of contributing to managers of the
manufacturing industry of KSA, their researchers and policy formulators which may further contribute to
their respective areas.

Keywords: Green product innovation, green process innovation, and corporate environmental ethics on the
competitive advantages.

1. Introduction

Green Innovation is considered now as one of the crucial and effective strategies for sustainable development
of manufacturing industries due to the increasing stress on environmental issues (Ikram et al.,, 2021). An
investment made in environmental projects was considered as a wastage of resources in the earlier period.
But now, new trends for the firms have been set as new strict rules and regulations have been formulated for
environmental issues which have completely rotated the concepts of competitiveness for organizations
(Shafique et al.,, 2017). Green products and green processes are two categories of green innovation,
encompassing innovative technologies regarding the reduction of unnecessary energy consumption, averting
pollution, recycling of wastes, corporate environmental management (CEM) or green product designs
(Levidow et al,, 2016).

If organizations want to practice green innovation vigorously, the advantage can be taken from low cost and
differentiation which may alter the rules for competition (Song and Wang, 2018). Hence, Green innovation is
adopted more nowadays, as it is considered more profitable for the organization in the present era (Asadi et
al,, 2020). Focusing on how to be Green can lead to the exploitation of new market opportunities, consistent
innovativeness and the creation of more wealth (Leyva-de la Hiz et al., 2022). The designs and packaging of
products of the company can indulge the green concept with the idea of protecting the environment which
can increase their repute of differentiation (Rajendran et al, 2019). While practicing environmental
management, not only the company would be able to avoid persecution and complaints, but might become
able to boost the efficiency of the production.

Establish new environmental markets, and thus, it can contribute to greater green innovation capabilities
(Djenontin et al.,, 2018). According to the definition by Kuncoro and Suriani (2018), competitive advantage
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(CA) is a particular situation in which no other market competitors can imitate the executed competitive
strategies of a firm. It has been discussed in the prior research that regarding the KSA manufacturing
industry, there is a positive relationship between green innovation and competitiveness (Huang et al., 2021).
There is a greater impact of green innovation on product value which can balance the cost of investment in
environmental causes. Green innovation ultimately leads to superior productivity and then the organization
excels in its goal attainment (de Medeiros et al,, 2022). As the global environment is changing drastically,
environmental management is getting crucial for companies, and green innovation is consistently taking
maximum attention of the firms for its implication. Hence, green innovation is a bright source for the
economic and environmental development of a firm (Ghauri et al, 2021). KSA has implemented
environmental regulations which can be satisfied by green innovation and hence, can improve the
environmental management performance of an organization (Wang, 2019). Though the research in this
domain about the antecedents of green innovation is still limited in the previous literature.

One of the antecedents of green innovation, corporate environmental ethics (CEE) is discussed in this study,
thus, it provides the understanding of green innovation as the mediator which would mediate the
relationship between CEE and competitive advantage in the manufacturing industry of KSA (Zameer et al,,
2020). Mentioning the argument of (Teixeira et al,, 2021), he states that a culture of a firm can provide a
sustainable competitive advantage if that culture is rare, imperfectly imitable and valuable. Retention of
legitimacy is not the only sole purpose of green management but also acts as a central hub of an organization
that plays a key role in achieving sustainable competitive advantage. Organizational culture holds CEE as a
key factor leading to innovative practices (Guo et al, 2020). The expectation for ethical behavior and
corporate value is formalized by the CEE and, so it proves to be an incentive for competitive advantage and
green innovation (Singh et al., 2019). Following is the structure of this study. The second section comprises
hypotheses and a literature review. The third section comprises the methodology, data collection, sample
selection and construct measurement. The fourth segment encompasses the reliability of the measurement,
factor analysis, descriptive statistics, correlation coefficients between constructs and the results are
demonstrated for the measurement and structural model. The present study exhibits discussions about the
findings and implications and highlights the possible directions for conducting future studies in the fifth
segment.

2. Hypotheses Development

CA is referred to those strategies executed by an organization that is not imitable by any of the competitors of
the firm, even the competitors aren’t capable of achieving those advantages which are achieved by the
competitive strategy executing company (Roespinoedji et al, 2019). The unique resources which are
exploited by a firm to gain innovation and competitive advantage include the following characteristics: rare,
imperfectly imitable, valuable and un-substitutable (Xie et al., 2019). Due to the innovative approach,
isolation mechanisms are generated through which advantages can be grasped and profit margins are being
protected. In this present era of the knowledge economy, innovation is a key to competitive advantage
(Nanath et al,, 2017). Companies enable themselves to gain long-term benefits by structuring and utilizing
their capabilities through innovation (Albort-Morant et al,, 2018). With the help of successful innovation, it
becomes difficult for the competitors to replicate the strategies which result in sustainable competitive
advantage (Mahdi et al,, 2019).

Those organizations which are excelling in green innovation are capable of obtaining competitive advantage
and green innovation they are able to maintain their repute by selling environmental products and even
contributing to new market creation (Lin et al., 2020). The organizations which are willing to invest in
environmental causes and green innovation are not only capable of waste reduction but are also capable of
boosting their productivity, improving their repute and image, therefore, growing the competitive advantage
of a company relating to the environmental trends of international rules of protection of the environment and
relevant to customer’s view (Tonial et al,, 2019). Furthermore, green innovation helps to create isolation
mechanisms that are concerned with greater profitability and achievements of the firm. Literature has offered
bits of knowledge on expected examples of internal and external supply-chain-based relations for
environmental performance improvement (Feng et al, 2018). The previous literature gives increasing
evidence about the positive association between environmental performance and supply chain management.

52



Journal of Economics and Behavioral Studies (JEBS)

Vol. 14, No. 2, June 2022 (ISSN 2220-6140)

The prior literature and research have explained how external GSCM practices (such as coordination between
supplier and customer) can lead to the adoption of internal practices related to GSCM to improve
environmental performance in the wider context of the supply chain (Al-Sheyadi et al., 2019). The present
study categorizes green innovation into two main divisions; GRprl and GRpdl. The two sources of obtaining
CA have been mentioned as low coast and differentiation (Moravcikova et al., 2017). Differentiation strategies
are helpful in the establishment of unique products by giving them unique characteristics. Companies might
become capable of setting off their environmental investments with differentiation costs (Campiglio, 2016).
Product design, reliability and quality can be improved by deploying green product innovation (GRpdI) and
due to the concerns for environmental issues; the corporations can generate high-profit margins and offer
high prices for green products. An organization can boost its green image by adopting GRpdI (Confente et al.,
2020). Thus, GRpdlI can lead to the achievement of competitive advantage (Mufioz et al., 2022). Not only in
terms of competitive advantage, but also it is helpful in the reduction of cost. It has been mentioned in prior
literature that pollution is the proof of incompetent use of resources (Shittu et al., 2021).

Along with the prevention of waste, green process innovation (GRprl) is also responsible for the
improvement in the efficient use of resources (Awan et al., 2019). Productivity of the resources is boosted by
GRprl through energy decreasing, material saving, reduction in resources, and waste recycling (Shahzad, et
al,, 2021). The benefit of GRprl is not only about the prevention of expense of pollution rather it also concerns
the reduction of expenses generated through resources and cuts off the inclusive cost (Saether et al., 2021).
GRprl can be carried on by organizations to boost their productivity and efficiency in the manufacturing
process which may enable the organization to get the benefit of low cost (Glirlek et al., 2018). Along with all
other benefits, it is easier to satisfy stakeholders through GRprl (Khan et al,, 2021). Hence, a competitive
advantage can be gained through GRprl adopted by the organizations. Following hypotheses, based on the
above-mentioned arguments can be proposed:

Hypothesis 1 (H1): GRpdI has a positive impact on CA.

Hypothesis 2 (H2): GRprI has a positive impact on CA.

CEE is the complete belief in ethical practices, values, and environment concerning rules within an
organization. There are six elements of CEE: ethics committees, ethics officers, ethics codes, ethics
communication systems, disciplinary processes and ethics training programs (RemisSova et al.,, 2019).

Internal innovative technologies can be adopted and established by developing synergetic relationships with
the suppliers (Mufioz et al., 2022). According to the cousins et al. (2019) empirical evidence and coordination
theory which has been mentioned in the prior section, it can be deduced that if a firm, particularly a
manufacturing firm, lacks internal green innovation practices and the coordination internal with external
practices can lead to less environmental performance improvements as it acts a catalyst to environmental
ethics. In the same manner, the external green innovative practices, such as green design adopted for
different procedures with suppliers to reduce the wastage and using customer coordination for producing
environmentally friendly products, needs to be coordinated with internal practices and their process, such as
special training of staff for issues on environmental management for the effective flow of task requirements
from the hierarchy of the organization. Hence, the following hypothesis can be proposed by the present study
on the prior mentioned arguments:

Hypothesis 3 (H3): GRpdl has a positive impact on CEE.

Hypothesis 4 (H4): GRpdl has a positive impact on CEE.

Firms must be paying attention to their objective of sustainable development by considering the global effects
of environmental issues.

The values and expectations of a firm can be validated through CEE. Along with preventing the threat of
protests, those companies which have a high benchmark of environmental ethics can make their repute
better than those which have a low standard of environmental ethics (Vanclay et al., 2019). Thus, long-lasting
advantages can be gained from effective environmental management. Firms are motivated to get a niche place
in a market so that their rivals may not replicate their strategies and the firms enjoy their competitive edge,
this situation is referred to as a competitive advantage. Not only the rules and regulations regarding the
environment are met but the companies can make their competitors lag behind due to CEE. When companies
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are devoted to maintaining their intangible assets, they become capable of sustaining their competitive
advantage. Intangible assets of a firm might be comprised of CEE. It can be observed that those companies
which practice environmental management can set themselves up to such a standard that no rivals can match
them, they can easily sustain their competitive advantage by deploying particular competitive strategies.
Hence, the following hypothesis can be proposed by the present study on the prior mentioned arguments:
Hypothesis 5 (H5): CEE mediates the relationship between the GRpdI competitive advantage.

Hypothesis 6 (H6): CEE mediates the relationship between the GRprl competitive advantage.

The external pressures of the environment may be a vital cause of adopting CEM. Nevertheless, it has been
stated by neoclassical economics that the maximization of wealth should be the prime objective of an
organization (41), But the institutional theory states that a firm should also pay attention to the external
forces which hold an adequate impact on the strategies of that organization (Basheer et al, 2015). This
further directs the firms to the point that firm’s ultimate social goal is not only the maximization of profit but
also to fulfill the requirements of legitimacy as it asserts certain pressures. Companies can use green
innovation and put their products under the umbrella of green factors so that they can become capable of
meeting the requirements of external pressures regarding legitimacy. Referring to the Resource-based view,
it has been explicated that the main resources and competencies can lead to competitive advantage (Nuseir et
al., 2020). It has been suggested by RBV that a firm can sustain its competitive advantage by making its
corporate social responsibility a key competency (Muneer et al.,, 2019).

Operations of a company can be impacted by several forces which might include; competitive pressures,
stakeholder activism and environmentalism, policies and regulations at the national level and international
levels (Vanclay et al., 2019). Therefore, the firms should work on environmental management to cope with
the international standards and policies regarding the environment. Thus, a set of a firm’s strategies might
include environmental management as a key element, additionally, from RBV perspective, it should be
considered as a crucial competency for a firm (Agudelo et al, 2019). The previous studies conducted on
corporate social responsibility indicate that the economic goals of a firm can be achieved by fulfilling its social
responsibilities (Israel, 1992). The organizations are intended to be socially responsible and because of this,
they are in CEM. Though it is noticed that environmental management does not serve short-term objectives
but it complies to improve economic goals in the long-run objectives of a company. Moreover, it has been
advised to the organizations that they should be considerate about their key stakeholders.

While formulating policies and strategies so that they could capture their trust and assistance (Muneer et al,,
2019). It would be tough for the organizations to merge environmental management with their strategies if
the organizations continue to give prime importance only to economic goals. The companies must be focusing
on non-profit objectives and should be concerned about external institutions and stakeholders. Companies
become capable of formulating competitive policies and ultimately firms are allowed to get first-mover
benefits. Firms are forced by the environmental management standards that the green factor should be
strictly incorporated in the products and services and thus generating high barriers to entry. To obtain a
competitive advantage, firms can take assistance from their key stakeholders and external institutions.
Therefore, referring to corporate social responsibility, institutional theory, RBV, and stakeholder theory, the
arguments can support the positive relationship between competitive advantage and corporate
environmental practices.

Hypothesis 7 (H7): CEM moderates the relationship between the GRpdI and CA.

Hypothesis 8 (H8): CEM moderates the relationship between the GRprl and CA.

3. Methodology

Sample and Data Collection: As this study concerns CA and environmental ethics in manufacturing firms in
KSA, the sample contains employees of the manufacturing industry. The targeted respondents were the
production managers of the manufacturing industry. In the selection of sample size, this study used
inferential statistics. According to Israel (1992), a sample of fewer than fifty respondents is considered
weaker, a sample of one hundred is reflected as a weak sample size, two hundred respondents assumed an
adequate sample size, and a sample of three hundred respondents is considered a good sample size. This
study also employed the G power software in the calculation of the minimum required sample size. The model
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of this study consists of 2 predictors for the independent construct i.e. CA. The G power software confirmed
that a three hundred sample size is required. Therefore, this study set sample size of three hundred
respondents to collect the data. This study used a quantitative approach to research with a cross-sectional
method for the collection of data. This study used purposive sampling for the collection of data from the
production managers of the manufacturing industry of KSA. The participation of the production managers in
current was on a volunteer base. A structured questionnaire was used to gather the data from the
respondents. The scale item for all constructs was adapted from the previous studies and measured on a 5-
point Likert scale.

4. Analysis and Results

“Partial Least Squares” (PLS) method of analysis was employed for the analysis of the research model using
the Smart-PLS (Ringle et al, 2020). This study follows the two-stage analytical technique recommended
(Matthews et al., 2018). This study examined the measurement model followed by the testing of the
structural model (Ringle, et al., 2020). Fig. 1 elucidates the two-step PLS-SEM process.

Figure 1: A Two-Step Process of PLS Path Model Assessment

e Examining Individual Item Reliability
e Ascertaining internal item consistency
e Ascertaining Convergent Vahdtéy
Measurement e Ascertaining Discnminant Validity
Model Assessment
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Assessment e Predictive r’ezlevance Q)

Measurement Model Evaluation: Two forms of validity were estimated by the examination of the
measurement model, i.e., convergent and discriminant validity. In a measurement model, convergent validity
is generally discovered by investigating the outer loadings, average variance extracted (AVE) and the
composite reliability (CR) (Matthews et al., 2018). To establish the convergent validity, the value of loadings
should be higher than 0.5 and the CR and AVE values should be greater than 0.7 and 0.5 respectively. The
discriminant validity is examined by the HTMT ratio and the method of SMA. The output of the measurement
model is given in Figure 2 and Table 1, Table 2 and Table 3.
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Figure 2: Measurement Model Assessment
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Table 1: “Internal Consistency, Convergent Validity, Composite Reliability and AVE”

Construct Indicators Loadings Cronbach’s alpha Composite AVE
Reliability

competitive CA1 0.786 0.842 0.888 0.613
advantage

CA2 0.789

CA3 0.775

CA4 0.776

CAS5 0.789
Corporate CEE1 0.811 0.837 0.885 0.607
Environmental Ethics

CEE2 0.765

CEE3 0.837

CEE4 0.778

CEES 0.697
Corporate CEM1 0.771 0.818 0.869 0.570
Environmental
Management CEM2 0.800

CEM3 0.725

CEM4 0.742

CEM5 0.735
Green Product GPrdI1 0.872 0.843 0.887 0.611
Innovation

GPrdI2 0.741

GPrdI3 0.718
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GPrdl4 0.754

GPrdI5 0.814
Green Process GPrsll 0.645 0.842 0.884 0.562
Innovation

GPrsI2 0.689

GPrsI3 0.733

GPrsl4 0.824

GPrsI5 0.827

GPrsl6 0.764

Table 1 elucidated that the loadings of all items are higher than 0.6, the value of CR for all variables is above
0.7 and the value of AVE is also above 0.5 as recommended by (Hair et al., 2013). Hence, this study establishes
convergent validity.

Table 2: Fornell-Larcker Criterion

CA CEE CEM GPrdI GPrsl
CA 0.783
CEE 0.604 0.779
CEM 0.740 0.726 0.755
GPrdl 0.685 0.541 0.619 0.782
GPrsl 0.642 0.557 0.670 0.705 0.750

According to Ringle et al. (2020), discriminant validity is tested by the matching of correlations among the
variables and the AVE square root of that variable. Referring to Table 2, the square root of the AVEs is higher
than the correlations of constructs.

Table 3: Heterotrait-Monotrait Ratio (HTMT)

CA CEE CEM GPrdI GPrsl
CA
CEE 0.715
CEM 0.753 0.793
GPrdl 0.783 0.620 0.717
GPrsl 0.763 0.655 0.821 0.825

HTMT also shows that this study established the discriminant validity because all values of HTMT are lower
than 0.85 (Referring to Table 3). Overall, both convergent and discriminant validities of the measures in the
current study are established.

Structural Model Evaluation: A bootstrapping technique was employed to check the significance of the path

coefficients (Hair et al,, 2013). To examine the t-values, a bootstrapping method with 1000 sample was used.
The output of the structural model is given in Figure 3 and Table 4, Table 5 and Table 6.
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Figure 3: Structural Model Assessment
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Table 4: Structural Model Assessment (Direct Effect Results and Decision)

Hypotheses Relationship Beta STD T Value P Values
Hi GPrdI -> CEE 0.294 0.102 2.868 0.004
H: GPrsl -> CEE 0.350 0.107 3.276 0.001
Hs GPrdI -> CA 0.334 0.078 4.258 0.000
H, GPrsl -> CA 0.269 0.084 3.202 0.002

Table 4 shows the results of direct effects. Results indicated that GRpdlI has a significant and positive effect on
the Corporate Advantages (= 0.294, t= 2.868) and GRprl also has a significant and positive effect on the
Corporate Advantages (f= 0.350, t= 3.276). Moreover, GRpdl has also a significant effect on corporate
advantages (= 0.334, t= 4.258) and GRpdI has also a significant effect on corporate advantages (3= 0.269, t=
3.202). Hence, Hy, H, H3, and Hy4 are supported.

Table 5: Structural Model Assessment Indirect Effect (Mediation Effects)

Hypotheses Relationship Beta STD T Value P Values
Hs GPrdI->CEE -> CA 0.350 0.107 3.276 0.000
He GPrslI->CEE -> CA 0.298 0.101 2.950 0.007

Table 5 indicates the results of mediating role of CEE between the relationship of GRpdl and GRprl with
Corporate Advantages. Results show that CEE significantly mediates the relationship of GRpdI with Corporate
Advantages (= 0.350, t= 3.276). It also shows that CEE has a significant mediation role in the relationship of
GRprlI with Corporate Advantages (= 0.298, t= 2.950).

Table 6: Structural Model Assessment (Moderation Effects)

Hypotheses Relationship Beta STD T Value P Values
H7; GPrdI*CEM -> CA 0.342 0.082 4.348 0.000
Hs GPrsI*CEM -> CA 0.313 0.069 4.568 0.003

Table 6 shows the results of moderating the role of CEM on the relationship of GRpdl and GRprl with
Corporate Advantages. Findings indicated that CEM significantly moderates the relationship of GRpdl with
Corporate Advantages (f= 0.342, t= 4.348). Moreover, results also indicated that CEM has a significant
moderation role in the relationship between GRprl and Corporate Advantages (3= 0.313, t= 4.568).
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5. Conclusion and Recommendations

This study deals with the topic of issues of green innovation, CA, and CEE, together which makes them
emerging into a new subject of “green management” considerate about the issue of economic development as
well as the protection of the environment. Many manufacturing firms in KSA lack resources and hence, they
are not up to mark for maintaining their standards according to the environmental protection policies. As the
organizations in KSA cannot hold any compliance with the international environmental regulations, it would
harm them in every possible way. Nonetheless, the present study found out that if a firm is consistent about
investing more in CEE, the KSA manufacturing industry would witness improvement in their GRpdl and
competitive advantage. Thus, these findings can be utilized by the manufacturing industries in KSA. By
observing the environmentalism approach of consumers and strict rules at the international level, the firms
shouldn't avoid their environmental duties. The external environmental pressures and increasing trends can
become a driving force for the firms to engage themselves.

Environmental ethics lead to green innovation and ultimately moving forward to achieve competitive
advantage. The present study has made KSA its center of research, the future researchers can make their
studies more contextual by focusing on other areas as well. To test similar hypotheses in other countries
according to their context would be a captivating issue. Future studies may make other countries their
context of research which may be helpful in the generalization of the findings around the globe. The present
study is only demonstrating the cross-sectional data by employing survey methods comprising of
questionnaires, so, no vigorous changes in green innovation, environmental ethics and CA has been shown in
different developmental stages of industry in KSA through longitudinal data. Thus, variations in
environmental ethics, green innovation, and CA can be observed through the longitudinal study by future
researchers in various developmental stages of the manufacturing industry of KSA. At the last, this study
intends to fulfill the purpose of contributing to managers of the manufacturing industry of KSA, their
researchers and policy formulators which may further contribute to their respective areas.
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