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The role of~se1ect10n as it affects performancé in a management

v -

a

For this purpose a seven stage genenal

J\
model mcorporatlng seleetlon into the evaluatlon ofta training program -

was developed Thls
crlterla for selectmg ctandidates fer a training progrdip rather than.
the mformal crlterla currently in uyse. i
management trainees at a major Canadian f[inan‘cial"inst

seledtion variables that were examined included demogn)

-

\

»

[

* Subjects were for.ty-nlne

oach was taken in order to find explicit

ftution . The

aphic data, critical

abilities as measured by ,three psychological tests, and a.pretest to- .

~

measure prior knowledge.

Performance was measured by an embedded test

. . WA
nidway through the course, a case study dealing with ¥ihancial analysis,

and an objective posttest.
highly significant learning.

were found to contribute. tawards performance on- -the course.

The results on the achievement \‘gests revealed ,

Educational level and type of experience o .

- Multiple

regressmn techniques were used to identify the comblnatlons of selectlon

variables that best predicted performance in the‘trai}xing program. The

best predictions were found for the embedded test wh1ch—_suggests that ~—— -

background differences were still playing a role halfway through the

program. These differences were later neutrallz% as posttest predlctlons

were not significant.

The psychological tests were not fmmd to con-

tribute enough additional information to be cost-effective.. Trainees in.

cases get to apply concepts on the job.

~

general responded fayorably to the training program but did not in all

Future research&should concen-

trate on objective asseSsments of job performance as a direct result of

training.
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. CHAPTER I 5
RATIONALE - = - .
'More‘and more, businesses are beginning to realize that . »

management is a profession, that it is a working' skill or art, that it

can be.refined, can be improved, and that it is necessary to do so in
today's mercurial marlagement envirorment (Hinds, 1975). Experts at

the U.S. "Manpower Services Commission issued in 1977 a discussion paper

"where they stated that ‘management developmerit was¥the key to future

prosperity.

Because economic expansion and tequlogi_ca‘l innovation
stimulated a demand for competent m:;nagers,»‘fims have., in recent years,
found it mich wiser to upgrade their own managerial workforce through
the use of management training programs rather than‘to hire them away
from competition. In attaining this oﬁjective, companies have been
using either in-hoﬁse facilities or spécializéd consulting £irms or
bath. Tosti (1980) reported that American businesses -and govermment
agencies spend on the average seven billion a year on training but have
failed to analyse its purposes, costs, or effectiveness. Until
recently, upper ~m:;ma.gement: was content in knowing that training was -
thought to be relevant by the trainees and that ‘they actually did learn
sanefhing. But now, more emphasis i's being placed on evaluating training
Tesults because upper management now sees training as an investment.
Consequently, it has become increasingly important to determine what
economic benefits may be directly attxl'ibuted to training. (Brown, '1980);
This recent emphasis on return on invest’:ment for training dollars has
made sound evaluation techniques a matter of ‘prime concern facing the

Human Resources Development profession.
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Methods of determmlng tralmng needs and budgets vary from
non-existant to fairly sophisticated, though systems for
quantitatively measuring training effectiveness are still in their
infancy (Wagel, 1977). Extensive evaluation research has been
conducted mostly in the area of skill training programs as’ it is easier
to identify and measure c:hanges' in performance as a direct result of
the training 'activitzy. (Smelzer, 1979). However, with management and
general knowledge training, it is often more difficult 'éo define
measurable performance indices, so an evaluation of the ;sdlts, of these
training programs is seldom attempted (Brown, 1980). Consequem,;ly,‘
the post meeting reaction form, although inadequate, is still the m;t'
widely used measuring device in the evaluation of management training
programs (Dopyera & Lay-Dopyera, 1980).

Smith (1980) best summarizes the evaluation predicament in industry.

\

He claims that more oftén than not, evaluation is not truly perceived

as a need, i.e., it is not a high priority item. Secondly, there is

a definite scarcity of professional evaluators thus leading to mistakes
in data collection methods and analysis by lmgualified persomnel.
According to Smith, this results in poor accéptanée and use of findings.
A third obstacle is volatile course content making it difficult to decide
what to evaluate and if the course is evaluated, which findings are
st?lll valid. Another obstacle as seen by Smith, can be the lgng time

lag needed to show the effectiveness of the training activity. With

“'management training courses, it may be months before graduates have

the opportunity to. apply what they have learned or: months before
productivity measurements reflect improved Job performance due W

13
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leads to a Tack of cooperation. Finally, higher management can

discourage evaluation activities relative to training by ignoring

»

.findings ~or,by.penal_izing the evaluator. Evalﬁation'findipgs ‘are

often feared by Human Resourg:és Development personnel because of

possible c;ancéllatim of programs.and potential im;;ii:'; on 'p‘e}forméﬁce'

appraisals. ‘ _ ..‘ , "
Clearly, there is a definite need for t;raining' program'

- - . 3 - . . s * ‘/’ . 13
evaluation expecially, objective validdtion of management ' training

.programs. According to Barton—Dobenifl'é. Hodgetts (1975) no one really

knqu t;ileir vaiue'in'épite of the large number of management training
progrz_nﬂs avatiable.

Bécause training represents a maj 03' corporate investment, tﬁe
gvaluation. process should combine several evaluatien strategies. | In‘
order to be effective, diffe,ren.t questions and stages of. training will

require different forms of evaluation- techniques. Evaluation:should

-also be integrated into the normal oper)ating procedures of the

training o}rganization. The purpose is to ensure, a' flow of evaluation
data, to condition managers to use that data, and to lessen the stigma
often associated with béing evaluated. Smitﬁ (1980) calls this the '
institutionalibzing of evaluation proceséeé.

As for the ;;election process and management training programs,

researchers and management agree that selection is a key factor' in \
v b

2 oy Dt
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. training. According to Fitz-enz, Hardé & Savage (1980), selection,
assésémeht and training are all intérdependent. But few concrete
-efforts have been made to really establish firm standards based on

/ . critical abilities in the selection process relative to management

[ o ;craining programs (Sahl, 1980). This process seems to be a
subjective éxerc:ise baéed on criteria like need, perceived abil’ities
and on-the~job perfonﬁance. Fitz-enz, Hards & Savage basically ‘claim'

. that ﬁmnagemeﬁt personnel are selected purely on an ire’ituiti\,‘re. basis.

) At present, eff’o,r\ts are being made- to, 'identify and" test basic and/or
entry skilis in skill training programs, but very litt«lfe has been done
to develop a comprehensjve selection.approach towards. management
training programs. The research literature does reflect concern
vis-é-\‘(is this situation and different techniques (i.e., assessment
center, psychometric measurement) are presently being used and sfudied.

o ' Hozvever » there does not seém to be any empirital evidence —0‘1.* support

for the ﬁse of any special technique by professionals in the area of o

employee selection. r

'In summary, research literatug‘e cnallsffor the necessity to develop
objective validation procédures relative t‘cﬁ) management training
programs. This thesis att'empts to develop a cahprehensive evaluati.on
approach. based on several evaluation' strategies which would measure
both‘cognitive and affective domains in a management qev§6pnent program
in the bankmg industry. Special emphasis was placed. on organizational

objectives as they relate to training, and careful consideration was

destigznatizing evaluation.

" also given to cost/benefit parameters and to the whole issue of .

(
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This thesis also attempts to integrate the effects on training

¢

results of haphaiard selection procedures. As selection has been
_implicated as an important factor relative toMagmnt training

programs, the role of selection was therefore studied.. Although

.

selection was not controlled for in this study, critical abilities

were identified, translated into 'behavioural' traits which were t}}en

-

. . . . | U . ps
measured. The aim was to see if trainees with bdsic identifiable

abilities would perform better in the overall tfai’ning process or
' . ' N ‘ /

whether identifiable skills and abilities are in fact ‘'critical'.

' . P ~

The ultimate purpose of ‘this thesis was to provide a model for

.evaluation which would include the selectlon process. Based on a

)

general systems view of training, this model attempts to show the

relationship-between the training function and ‘the organization it -
-
S SeTvices. B * “

o

General Information on the Management Develgpmént Program'

| .The management training -program in question is specific to onﬁ ~
banking industry and the main objective of this particular program is
to train individﬁa}s t? become successfu£ cammercial lending officeré
and to provide these individuals with overall managetnent skills.

The Mamgemgnt ngelopmgﬁt Program was _initially implemented in
the early 1970's t; provide high potential female officers with equal
opportunity to campete for pos?.tions in managemel‘nt ranks. By the mid
1970's, pressures were ;pplled to allow both sexes to- be represgented
Traiping was structured as we11 as unstxjuctured that is, in the class-

»

' Toom and on-the-job. The stated objectives of this program to this

day are:

[PV —
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the successful entrance to Management ranks of high potentiél

offlcers
" .
. to encourage pergonal growth and developnent of the candldates.
\ S
The methods are: O A —~
- . to build the participants' self—confide\ce
to overcame any obstacles--overt or cover
~ . to furnish the technical aspects of financial analysis, credit

.submission, appraisal and administ®ation. To prov1de an
overview and understanding of the role of business in society

to encourage and assist the participants in thelr cont:,nulng
development efforts by providing:

a means of exposure to modern management philosophy
and practice

. ..an opportunity through participation, discussion,
discovery and perusal development plans, to improve
their overall management skills. °
Following the sémiﬁar, candidates return to their districts (provinces)
to .continu;a on'the Management Development Program (on-the-job.training).
_As sta}:ed efirlier, the role of selection was studied by identifying
critical abilities. With reference to the Management Developmenf
Program, the critical gbiligies of a potential commercial lending
officer, as identified by subject matter experts, were thought to be
analytical, judgemental and abstract reasonlng abilities.
~ The predlctlve ability of these measures was assessed agalnst‘
the goals and objectives of'this evaluation. Other factors of special

interest were ‘age, education, diversification of banking experience

and sex.

-

S
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CHAPTER II

e, - REVIEW OF THE LITERATURE h

The present study attempts to ascertain the role of selection im
. » ’

the evaluation of a management training program. In this section, the
' N ‘
current status of selection and evaluation research will be examined

as it relates to management training programs. Our discussion will,
1 / . 0 "

o

- however, (t\;egin with a general pelélfctive oh evaluation,

4 =~

~ g
“ [Y K

" The Meaning of Evaluation

Evaluation is a process or set of activities comparing results
against goals and established criteria. From an instructional
* standpoint, evaluation may be defined as a systematic process of

determining the extent to which instructional objectives are achieved
\

by pupils (Gronlund, 1981). Evaluation may include quantitative or
qualitative descriptions of students, or both, and value judgements

“s_ concerning the desirability'of results. In a very real sense, evaluation
~ i A ‘
is a.scientific exercise designed to answer basic questions in a

# ’4

rigorous, neutral, objective and unbiased manner (Monat, 1981).

°

\x‘ <, Evaluation is also generally ‘defined as a decision-making process,

and problems are defined as deficiencies that inhibit decision-making

.

.

(Smith, 1980). The role of measurement procedures is to provide
information ;vhich will allow the decision-making process to be informed
and appropriate. Some deci;ions are i;lstructional decisions, others
are curricular in nature, and others deal with selection, placement of

© classification. Finally, there are many decisions which, for lack of
a bette;‘ term, could be:called personal decisions. " Measurement

procedures provide information -on some of the factors. that are relevant

\\

Gt i o o o




~

,
N S O It

.P\‘
to decisions. The role of educatltnal and psycholog1ca1 assessment
provides some of the 1nfonnatlo§1 in terms of Wthh dec151ons may be
made (Thomd1ke & Hagen, 1977).

- One of the dlstmctlve charact“rlstlcs of the evaluation process
is the use of a wide variety of procedures. Those most Televant to |
\g:his thesis were mainly placement, diagnostic, formative and summativé
evaluation procedures .

| 'Placement evaluation deals with stude;lt's entry peI"fomance, and
the goal of placement -evaluatit‘an is to determine the position in the
instructional seciuence and the mode of instruction that is most 1ii<e1y
to provide optimum achievement for eacfl student.

t

\ » Formative evaluation is mainly used to moni tor iearning progress
&uring instruction and to provide'cont?muous feedbaék to both student
(trainee) and teacher '(trainer) concerning learning successes 'andl
failures. It also allows for revision and modification of the
instructional process to suit the needs of the participants. |

- Diagnostic evaluation, on the other hand, is concerned with
persistent or recurring learning difficulties. The main.purpose of
&iagnostic evaluation is to determine the causes of learning problems
and to formula;te a plan for\ remedial action.

Finally, summative evaluafion is designed to determine 'she extent
to which instructional objecti\;es have been achieved. It also provides
information for judging the 'appro_priateness of the course objectives
and the effectiveness of the instruction.

’Q»As described, evaluatlon includes a mumber of techniques.

. . {

Hcmever evaluation is not merely a collectlon of techniques--evaluation

PP P—
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is a process--it-is a continuous procesé which underlies all good -
teaching and I®arning (éronlund, 1981). Accox:ding to G;'onlund,
evaluation should be guided by a number of-operational principles such
as identifying the purposes of evaluation and selécting evaluation
techniques.in terms of these purposes whiie being aware of their.
sj:rengths as well as their limitations. Finally Gronlund states that
evaluation is a means to an end, not an end in itself for it is a

process of obtaihing infomattiori upon which to base educational

decisions.
Training Program ‘Evaluation . &
Industrial training can theoretically be divided intg two AN

categories: structured and unstrictured. Cullen, Sawzin, Sisson &
Swanson (1976) define structured training as’'a thorough job analysis
used as a basis.for self-instructional and/or instructor-based trainihg
program ghat has been systematically developed to train a new worker

in logical progression from zero job campetency to a specified mastery
on ﬁe job. The trainee is the focal ﬁoint of the training activity.
On"thel other hand, unstructured training takes place when n;) purposeful ’
instryctional plan is used to train a new worker; ’.the train.ing is n?y
systematic, and the worker is usually trained by an existing employee

whife on the job (Cullen, Sawzin, Sisson & Swanson, 1976) Basically,

the on~going production n output' is the focal point of the rker-trainer

instead of the training experience of the trainee, and tery is not
defined.

While the merits of structured industrial training are widely

-

]
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presented in the literature, little if any controlled research ks

reported (Antil, 1972). This is especially true at the mm’\agement

training/development levels. However, in recent years, the importance

' sof evaluating structured and mstructur'ed'training especially at the

management hgréining/devela’pment levels has surfaced dramatically mainly
for ec‘rnomic reasons.’ Because training represents a major corporate
investment, one cmsequénce of this trend is the 7once19n of higher |
m;rlagemnt with cost and quality control of all ”t/raining operations
(Smith, 1980). 1In other wor&s: how effective is training?--did
training have the intended effécts, *that is, does it provide gnployees *
‘with important knowledge and skills as well as register a measurable
impact on job performance- and orgamzatlonal missien (Demmg, 1979)'?
Finally, did training achieve its objectives at reasonable costs

(Monat, 1981)? ,

Many of these key concerns can be addressed through evaluation.
\

" Singe evaluation is a process or set of activities comparing results

against foals and established criteria, a cémprehensive evaluation
approach shonld cambine several evaluation strategies in order to be .
effective. According to Monat (1981), these should include cost/bénefit
a.nal’ysis, statistical analysis, and experimental design since different
questions and stages of training will require different forms of evalua-
tion techniques. Cost/benefit analysis.is useful in answering managerial/
organi‘zational quest%ons, and statistical analysis/experimental design
answer such questions 5; whether or not training has had' the' de‘sired
effects, or what groups and 1nd1v1duals have benefited most from

tralnlng, Experimental design is useful especially in enablmg- the

YT TR MRS . MV D A g Wl Fea L amaes s e e e
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which affect the dependent variables or training outcomes (Monat, 1981).

. perspective as subordinate to the functioning of the overall

B L T T UL SOV, . !
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trainer to impose a high degree of control over the independent variables

?
. 7 N . \
Traiuning Evaludtion MSdels ' . "\ .

N ’ oo

By definition, a model simplifies reality (Smith, 1980). \

Brethower & Rummler (1976) “formulated a model that puts training in

- ¢
organization. Their model is based on a General Systems view of

C

training as seen in ’Figuré 1: - One of the implications of this model
is that training does not function in isolation (Smith, 1980).
According to Brethower & Runmleg/{l}??ﬁ): . .

Training must contribute fo the larger, total
system. If it does not contribute, then it will
cease to function. Also, any attempts to
maximize its outputs or effectiveness will be
" neutralized by the need for .the total system to ‘
"~ optimize all subsystems (p. 105). ) e

-~

Yet another implication of this model according to Smith (1980),

~ 1

§s~thét evaluation is an information gat'herir;g and decision-making

process. Basic decisions such as continuing, ‘discontinuing or revising

a traini'ﬁg program can be made via this model. Finally, a third
il‘rrplicajltion.'iswthat each element can be evaluated (Smith, 1980). For ;
example, trainee proficiency at the end of training a.nd trainee con-
tribution to the receiving system can be assessed.

These two authofs pmsen%éd a framework. for-viewing evaluation i
altern:ati\"res -and deciding wﬁat type of evaluation is appropriate‘ ‘ ‘ )
(F;gure 2). Figure 2 combines four of the possible evaluation . o

alternatives with the General Systems‘imodel of training. Along with

"this framework, they devised a plamning guide whlc:h they called an

-
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" Brethower, Rummler (1976)

Four Levels of Evaluation Model
| (Adaptlve System)

- Training
Course

o Trained
]  Persons Thgfjob./ G
Organization

Trainees

Y
(I) Are the tr(nees happy with the course?
(II) Does the training course teach the concepts?

(IITI) Are the concepts used on the job?

(IV) Does application of concepts impact the organization?
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evaluation matrix. This matrix cross-references the four evaluation
questlons with,issues to consider in planning an evaluation. ,.The
_colums represent these b351c considerations, and planning the” study
-amounts to filling in the cells of the matrix (Figure 3).

’

' Critics of this model state that it pictures training as one
éwrse and that there is more to'trafning than éhe training course
\/ itself. Shoemaker- (1976) developed' a model based on the major
activities of a tra:ining. organ.ization, and it is organized around a
three-step training process (Figure 4). The Shoemaker model of
training operations as seen by Smith (1980) rep'résents a pefpendic:ula;

or thlrd dimension to the Brethower-Rummler model.

<" As behaviour and results of behaviour are mo?t important to

s
’

organizations, an alternative approa‘ch to sequencing criteria (i.e.,

‘ task or jbb canpznnenté, traﬁgng camponents and organization |
objectives) was suggested by Cullen. In his study of structured versus
unstructured training, Cullen (1978) compared two training approaches
by training costs, training returns (pehaviour) , analysis (results)
and summary evaluation. Figure 5 shows the Cul}en n;odel. Via this
approach rhe?e the variables selected are not inclu;ive, training is
evaluated in cost/benefit terms thus responding directly to top
management concerns. Consequently, rather than to report results in

' statlstlcs economic comparisons are used The major advantage of

cost/beneflt analy51s is that evaluatlon is embedded directly in

.nanagement terms. According to Monat (1981), the results of ev\aluation

became more accéptable to top management and consumers of traini%ag

4
because results are reported in their normal everyday language..

{
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Shoemaker (1976) Model
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" Cullen (1978) Model :
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: But the most widély used concept of evaluhtion By trainers in

igdustry is Kirkpatrick's (1967) four category model.- This model

- measures: 0 L \ ‘
{ T . x " . ;
1. - Reaction : feeling of the trainees regarding the program
2. Learning : principles, facts' and technlques which were/were
S not understood s
.. ‘(—‘ S—

3. Behaviour : on-the-job performance

h
'!J '

4. Résults : achieved versus desired pérformance results.

Géfistein (1974) suggests that easy to measure Teactions are
collected most often, and that few reactions are collected
scientifically. It’is interesting to rote that the four questions used

in the Brethower & Runmler model (1976) were the same as those .

. N
3
-

. proposed by Klrkpatrlck twenty-flve years ago.

Regarding the whole 1ssue of training evaluatlon, Monat (1981)

feels that training will gain a greater acceptance if a comprehenswe 2
/ approach to training and development evaluation measures all relevant

: L. - . Co. T s
criteria and if attention is given to management's basic two questions,

< N
~, A .
+ ' A, 4

.|~ which are as follows: :

L ]

. 1., Did training have the intended effects?

n

: 2. 'Did training achieve its objectives at reasonable costs?

/ " Selection and Management ﬁalnmihoggm -

An extensive review of the 11terature revealed that most -
- management personnel are selected pased on ‘criteria like need, perceived
abilities and on-the-job performance. _Basically, decisions on who tb

select involve assessing a wide range ofintangible indiyidual .

characteristics and matching these against job requirements which are
' . o * ' . - v
. " . "o S
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often vaguely specified.. Experience and technical expe;'tise seem
rerlativély easy to ascert;iin, but: managerial abilfties are much more
difficult to identify (Fitz-enz, Hards & sayége, 1980). | .

¢ However, some of the 1ai~gest ahc{ most prestigious £irms in the ’

s U.S.A. have been using yhat is called the assessment center technique

in order to be in a position to predict the success of indivjduals

C . before they assume managerial responsibilities and to identify specific .

A

managerial weaknesses which could be effectively remedied through

~

gment development programs (Millard & Pinsky, 1980). This . |

" ‘ technigie™ys a direct outgrowth of testing done in the selection of
the German military command in the 1930's and was a #® ‘
proced pased on work done earlier by German psychologists. This

. apf)rqach was later used during World War II by the British War Officé

rs

- Management Progress Study (1964). This study was based on the concept

7and the U.S. Office of Strategic Services. Abandoned after the war,

the technique was revived and introduced to ihdustry via the AT & T

" , of simulation. .It assumed tha{ a ca;ndidaté who performed well under

simuldted conditions would perform well in the actual job.

! ‘ - Basical_ly, the assessment center approach proviées data on ea‘lch‘

_candidate; thus allowing a fairly accurate matching of candidates' . 3
aptitudes and target job requirements. This proces:-:, does not reiy on §
previous performance to identify high potential candidates and is seen R

¥ ) as being generally objective in that it provides a judgement indepenaent

of pote;ntiaily biased or inapplicable work history information. ¥

According to Alexander, Buck & McCarthy (1975),, assessment center ®

tec}miqu'és have beeh developed for selecting all levels of managers

& o
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‘as well as candidates for executive development.

Millard and Pinsky (1980) feel that there are many strengths and
weaknesses involved with this system but if properly constructed and
carried out, the assessment center technique is of some value in the -

selection of individials for promotion within an organization. They

= \

feel that there is also sufficient evidence to argue successfully that

the techniéiue can be used as a basis for the development of

individualized manageﬁ%nt programs with special attention given to -
the areas of we'akne:ss shown by i;ldividual candidates. They also warn

that this tool $hould only serve as one of a va!riet"y of decision-making

tools, including criteria such as‘ previous.ly demonsjcrated technical l

job knowledge, overall past performance and interpersonal planning ~ 9

‘and decision-making skills. However, critics argue that the predictive
ability of the assessment center technique has never been proven, and

. research done by Millard and Pinsky (1980) reflects that no empirical
evidence has been publivshed whlch supports the use of assessment as

the sole criterion for making selection.decisions.

Another selection procedure of interesf is psychological testing. ’
Because the aim of psychological tésting is primarily to provide
objecfive information (Gronlund, 1981)", psychm\gtrié measurement and
its impact on selection Pdecisions has beén examined. Although its
impact.on selection'decisions is ‘seén mostly in the‘scademic admis.'sion
situatim, -same studies involving 1.:he use o6f psychometric masﬁemgnt ’
in employment selection decisions.have been conducted (Carroll &
Maxwell, 1979). The literature reveals that there is little consistency

in the predictors and criteria employed. Some general trends seem to

]
3
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exist in the employment studies, but no conclusion can be drawn from

‘the available research. Carroll & Maxwell (1979) claim that there is

a definite need for psychometricians to restructure testing
instruments and procedures to take account of interactions of
psychological pro‘cesées and mentatl contentsl in different individuals
under different conditions.

' In summary, z;lthough a great deal of attention has been focused

inte the whole area of selection evidence, to date, suggests that

‘management personnel are selected rather hapﬁazarﬁedly. Techniques

suc‘:h as job:' analysis, psychological testing and the assessment center ~
method are ‘currently being useld. However, there does not éeem to be
full support of these or of any other technique by Professionals in the
area of employee selection.  Further research seems t(; be needed to
produce crédible reports on which job—reléted, valid, and reliable

selection proéesses can be based. Rouleau and KXrain (1975) state that

. the scientific method applied to the -selection process will enlarge'the

scope of our knowledge about what can be méasured at reasonable cost.

[
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CHAPTER 1III

. , THE MODEL i
AN

The modkl which was developed as a result of this study is based
upon the open systems theory. Briefly, the no:cion of open syst;!r'ls
i@lies that a system is a set of interrelated and interdependent’
glements sﬂch that changes in the nature of one cor;lponent may lead to
changes in the nature of ot'l}er components. Also implied is the“g
existence of some boundary difli?erentia;cing i:he;@ystem from the larger
enviroment in which it is enbedded (Nadler & Tushman, 1969). Katz
and Kahn (1966) define a system as a mechanism that imports some form
of energy input from the environment ., which 'subm‘its that input to
same kind of transformation process and \which produces some‘kind of
energy output back to the enviroment.

This researcher developed two models based on the open‘ systems

theory where it is assumed that organizations are open systems where

interaction of inputs -lead to behaviour and various outputs. The first

model,\ the Boyle (1982) Evaluation Model A, depicted in Figure 63 is

iptended as a framework and is an extensiong of the Bretl;ower and

Rummler (1976) Four‘Levels of Evaluation Model. 'As this study

atteiipted to ascertain the role of selection in the evaluation of a

management programt the focus of the model is on these relationships.
| In this model ‘training is first viewed by the resodirce system

which converts input into output. The inputs to the system might be
> .

those employees selected by supervisory nomination to attend a training *

program. The object of the resource system is to differentiate betWeen

- K 4 a .
perceived available resources and actual resources ?f an organization.

The outputs of the resource system are the actual resources or
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individuals selected to attend the training program. They, in turn,
become inputs to the processing system where ‘the training acti\fity
actually begins. 'llhe outputs of the {)rocessing system are the trained
employees whose capabilities have b_een enhanced through training, and
these outlputs are conve}'ted into inputs to the receiving system which,
in this model, is the job or wox:l; group. ’ This phase might involve
job training. Finally, the outﬁuts of 'the receiving system are the A
trained employees whose gépabilities have been enhanced as a result of
;ob training. The resource, processing and receiving systems are all
sub-syétems‘ of a larger system, in this case, the organization.

The Boyle (1982) ‘Evaluation Model ‘A provides for six potential .
levels of evaluation ‘sunmarized by the follow'ing"’questions for
activities:

I.\ Did tﬂe selectioq prc;cedure measure all criteria.?
‘ II. Are the trainees satisfied with the course?
III. Does the training cdurse teach the concepts?
IV. Are the concepts used on thg job? |
V. Does application of concepts impact the orgaﬁization?'

. VI. 1Is the selection procedure a predictor of performance?

Generally speaking, level I might be admissions criteria for
sélecting management trainees with "form.al" feedbagk mechanisms to
course administrators while level II, trainee attitudes and feelings
during fhe_ course, might be assessed by informal feedback. Questions
for level IT could also be adjusted for diagnostic and formative

evaluation purposes. According to this model, level III involves measuring

trainees at the end of the course to see if they meet proficiency

Y " \

o e ————-r
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question: Does the selection procedure predict successful cempletion

results.

. - M_n-m%“’

- ' ' ‘ 7
standards, and level IV deals directly with applicability of concepts
. . !

during job training. In level V, benefits to the c;rganizatiOn from the
newly learned performance might be analysed and fjnally, level VI
represénts feedback to the t:.raining adminiszcra‘tori The role of feed-
back mechanisms and/or applications is to gather information which
will allow the deéision—making process, for all aspects of, training-

k

operations, to be informed and appropriate

For purposes of thls study, the Evaluatlon Model A was found to -

be. 1nsuff1c1ent because it did not include an assessment of the impact

9

of selection on performance in the course. To meet this need, the

Boyle "(1982) Evaluation Model B was developed which incorporated an

additional level of evaluation midway through the model to answer the

L]

+

ch the course? l \
The improved model with its seven levels of evaluation is

displayed in Figur( 7 and will be the basis for the dis/aaésion of the

et ¥ 3 ey . | T———————— D o o A X0 $ PO A=
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" CHAPTER IV
METHOD . . ,
Subjects )

The forty-nine trainees who served as subjects were participants
in a Management Development Program at a major Canadian Bank which
aimed at developing successful commercial officers with overall manage-
ment skillsi The subjects varied from age twenty-one to forty-nf{ne h ’
(overall mean age thirty-three), and sex (rtxale-female distribution o p
was 37-12). Trainees were selected by supervisory and/or persommel
nanination based on criteria }ike need, potential, educational

background, actual performance expenence and sef.

The study was presented to the subjects as an opportunity to

I

~ evaluate the effect1veness of the program, to learn more about themselves

‘and to monitor their progress throughout this one month long course.

A1l sﬁbjects were informed that itﬁeir participation was optional and
anonymous and that feedback on test results would be almost immediate. /
In addition, trainees were advised ‘that their cooperation and participation
would perhaps make the d‘i-fference between continuatiqn' and canceilation,

of the given course due to the projected retirement of the instructor.
There was no drop-out rate for any of the achievement and ability testing
procedures except for the two ovérnight assigmments, i‘.e. , the case

study with a mortality rate of three individﬂals and the Watson-Glaser
Critical Thmkmg Appraisal with an attrltlon rate of 23. Regérding

the tramee inventories, seven tralnees d1d not complete the second
mventory (nnmedlately following the course), and there was an attrition
rate of 15 for the ‘third mventory (three months after the course).. °

The instructor, by particibatiq_g in the experiment, was allowed the

PO




N

- bénefit of a scientific and objective evaluation of his course. The '
instructor was a senior, high level official of the financial
itution, a cammercial len\der by experience as well as the ~
instructional designer of the Management Development Program. The
instructor .was hiéhly regarded and well-known fl(‘):t only for his
innovative approach to financial analyéis, but also for his
unconventional and flamboyant teaching style. Trainees selected for
participation in his course perceived this opportunity as being a

question of honor and prestige eventually leading to promotions and

consequently higher income bracket salaries.

_Design - ‘

This study was a formative and summative evaluation of a management
training program which provided continuou's feedback to both trainee‘
and trainer and monitpred the learning and instructional process. It
also tried to determine the extent to which instructioﬁal objectives
were achieved as well as provided information on the appropriateness

. of course objectives and effectiveness of the instructional program.

Placement and diagnos"cic evaluation were introduced by -using pre and

,.m

embedded tests to determine entry know.le&ge and persistent recurring

(3

[4
»
L]
3
s
x

learning difficulties.
Three factors, critical'ability, background and sex were isolated
in th1sstudy for quasi—expgrimental analysis. The first factor,
critical ability, consisted of measuring analytical, decision-making,
critical thinking and abstract reasoning a1bilities. The second factor,

. ‘background, involved level of education , type of experience, last

/{‘.
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position held and district or province. The third factor, sex,
consisted of dividing the sexes into two groups for overall test result

and analysis.

M:;n:erials \

The instructor was contacted two months before the experiment and
given fhe general guidelines of the study.. All evaluation and testing
materials as they were designed by this researcher and with the help
of subject matter experté were surveyed by the instructor. His help
was enlisted more often than not regarding the highly technical aspects
of the course content. ;

Three inventories were develdped to ideﬁtify th‘e learners’
demographics, and to assess the attitudes of the tfainees tov\rard‘ the
course, its content and delivery, and its usefulness on the job.

Content validity was established through the development of questions
which reflect the actual(_’content of the course, the job they would be
expected to fake, and eventsegwhich had occurred during the igstructional-
process.

In order to rank su'bjec:tsw on their critical abilities, psychologicél
tests were administered. The! first, the Otis Self-Administering Test
of Mental Ability measured a;lalyfiéal and decision-making abilities.

The second, the Differential Aptitide Test, measured abstract reasoning,

-and thg third was the Watson-Glaéer Critical Thinking Appraisal Test.

These instruments were chosen in consultation with an industrial'
psychologist and banking experts. Each measured entr); skills “which

pre-management personnel éhould have in order to become ,effective

—d
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commercial lending officers. The psycholog'ica; tests were used solely
as predictgrs of performance with the idea of developing or adjﬁéfin’g
';raining 'to accomodate the needs of individuals who may be 'deficient"
in the skill(s) said to be assessed.

In this study, pretest data provided baseline -information, and

subjects' achievement was measured via an embedded test, a case study, |

and a posttest. The major content categories were:

1. Financial Statement Analysis o ' @
2. Corporate/Financial Structure and CollMcurity o

.a. scope documentation . -

b. value

3. Defini d Assessing Behaviour of Exbense .
4. Cash Flow/The Pipeline . S . L
These instruments were constructed espec&ally for the purpose of
this study with the exception of the case study which was taken from
the curriculum of the Management Development Program. The pretest
CODSlSted of thirty-four true and false items, three different matchlng
exerc1ses, two multiple-choice 1tems, and two short definition items
The total mumber of points on t.he ;()retest was one hundred. The embedded
test had the same format but‘ tested only content fram the first two
weeks of instruction. This test consisted of nineteen true and false
items, three matching exercises and two miltiple-choice items. The
total points available on the embedded te,st was fifty-three. The case
study was developeci by?“the instructor. It was one of the many which
were used as assignments during the course of this training program.
Basically, the trainee bgg'/ttfstudy the available information, a;alyse

the data and determine. whether or not the campany in question was.credit

P
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worthy. The posttest consisted of thirty-three true and false “items .
and elghteen completion items for a total of f1fty—one items. The - |
V -~ @ Ay
total number of pomts on the posttest was seventy-three. . ' ‘

-

Procedure

The course consisted of one month of intensive study, with only
two days off. Work ran frem 8:30 a.m. to 10:3'0 p.m. daily. All

participants were housed in a hotel away' fraom all distractions for the

-

entire month. ' ~

«

The evaluation sessions were conducted in one large~glassroam 'and
during regular class time. Subjects did not know that they were

* participating in a study until they were told by the instructor '
immediately prior é) the first datna collection session. Upon entering o
the ;laserhfa instructor who had already beel; tsr.:lefed, introduced
the researcher and" dunced to the subjects that A study was to be
conducted to determlne the effectiveness of the Managenlent Development -, "
Program. Subjects were asked to cooperat? but were also told that
their participation was optional. Subject's were asked to follow 'all

N
Ay b . “

instructions as carefully as possible. They were also given a code so - ,

W o s e

as to preserve anonymity. This -was thought to be necessary in view, of =

e . fears which usually acccmbany evaluation procedures in industry. o “

s ot

The coded packages including the first trainee inventory and the
pretest were distributed and subjects were asked- not to .open the
pa:ckagés until directed to do 'so. The researcher outlined the "
. experimental procedure and su!:jects we;‘e asked to remove the material
’ frqn their packages and to first begin with the trainee invento}-y“

followed by the pretest. Subjegts were given sixty to ninety minutes

[
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'week. This test was 'a
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to complete the material. At the end of the first session, trainees

a
@

werg thanked for thelr cooperatlon and were told that results of the
pretest would be avallab}e w1th1n forty-elght hours Part1c1pants
were also told of the tests to come, but the exact schedule was not

€ . v
glven . g s

The embeddeti tdst was adm?nistered at the end of the following
inistered in exactly the same mamer as the
pretest. The case study ;ﬂas given early in the third week and"given'
as an ovemlght a551gnment Subjectsa’were given, verbal end written.
tructlons and were asked to complete this test individually.

The three critical ab111ty tests were given in the middle of the
thlrd Week Ins%ructlons were both verbal and wrltten, and subjects
° were glven twenty—flve minutes to compiete the Otis Self-Admmlstenng
Test of Mental Ability, thlr;t}' minutes to complete the Differential
Aptitude Test, and finally, they were given the Watson-Gleser Critical
Thl.nklng Appralsal as an overnight-assigmment. Included in this
pac;kage were 1nstruct10ns. At the beglnnmg of the above session, |
subJecks were élso g1ven a ten minute Math Ability test which wa¥’used
by’th1s researcher as a warm-up exerclse and was'npt to be used in the
overall analysis of the critical abilities. \ -

Finally, at the¢ end of the fourth week, subjects were gi\(en a post-
tes:t and a sek;ond trainee attitude inventory. This test and inven'tery'
were administered in the same ﬁ\anner as .were the ;;retest, the first
attitude inventory and the embedded test. |

All test results were given within\ forty-eight hours except for

? .
the cfitical ability tests which had to be analysed by an industrial

o
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b psychologist. Subjects received group feedback during class time,
% : . - ]
t and individual results were given after class time.
(/' ' The researcher was present constantly during the one month long
§ .
‘ training program as it was thought to be important within the : ‘
A - . . .
evaluation context. - :
‘ Finally, the third trainee inventory was sent to the participants
N ¥ : '
: three months after the course with accompanying personalized letter .
13 :‘ !
- and_specific instructions. . \ .
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CHAPTER V

-

RESULTS

The purpose of this study was to de{relop an evaluation strategy’

which would measure the effectiveness of a training program and to study

the role of selectiqn variables to see whether or not they affected
performance in the course.

To determine the effe?tlveness -of the program, the achievement
of the trainees was measured via an embedded test, a case study, and
a posttest on the course content. Pretest data provided baseline
information. ”fhe effectiveness of 'the program was also asseséed by
measﬁring trainee attitudes toward the c;ourse,Tts content and .
delivery, and its usefulness on the job. |

» The role of selection was evaluated by m;:asuring the relationship
between performance and a number of predictors which included
demographic variables, cx:itical abilities, and prior knowledge as
measur;ad by the pretest. The demographic variables that were exafiined
were age, SeEX, \edlicatipn, experience, and last position held. Critical
abilities were evaluated by the following psychological tests:

- Otis Self-Administering Test of Mental Ability

- Differential Aptitude Test

- Math Ability

The Watson-Glaser Critical Thinking Appraisal was not ‘included
due to the high ;'n:trition on that particular test. _ Co

Test performance on objective .tests was scored by number correct.
Case study was s‘cored' by correct number of observations and. statements.
Psychological tests were scored and anaiysed by an industrial

psychologist and composite scores were used. In order to allow

comparisons between achievement tests with different total scores, the

Tt

T mtr— ety A HETRINERI

~.




WW?' .

Gam s e e e aemto g LTWRITEL s s kh ey S iz ey Semvded €1

: . 4
S | t
the scores were converted to percentages based on the tésting nonﬁs
before the data weré analysed.

Raw ‘Scorés Means and standard deviations for the pretest and
three achievement tests appear in Table 1. The anélysis of the data
using a one-way analysis of variance showed a 13igh1y significant
increase 9va§ tests (F = 573.60, df = 2/96; P €.001). A Post Hoc

'
comparison was used on the pre, embedded and post tests to determine

the means between which significant differences existed. Tukey's HSD

multiple comparison procedure yielded significant differences between o

all three means, each at the .01 level.

Table 2 shows the Pearson product-moment correlation matrlx for
the pretest and three achieveme;lt tests. The highest correlation of
.60 demonstrafes that trainees who succeeded in the embedded test half-
way through the course were more likely to succeed on the posttest.

As expected, no systemaj:ic relationship was found between the pretest )

-~

-~

aﬁd'case study (r = -.04) and between embedded test and case study

(r = 0). Only a slight correlation of .23 was found between the case

study and posttest indicating that the case study, a performance test,

.and the objective posttest wereemeasuring different facets of

achievenent.

[y

Attitude Toward Training Program

~

The effectiveness of 1_:he training program was also assessed by ..
measuring attitudes toward the training, its content and delivery,
and its usefulness on the job. Tables 3, 4, and 5 report theiresponses "
of the trainees before thé course, immediately following the course,

¢
and three months after the course.

4 | )
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TABLE 1 -
Maans and Standard Deviations for Pretest .
* and Three Achievement Tests

x $.D.

Pretest 44.91 12.3

Embedded Test 76.08 8.2
Case Study 79.75 20.3 -

93.59 - 4.2

Posttest

14 TR P AR

-

Y

The means and standard deviations are expressed in terms of

percentages.

§ e e e

= e e e———— i ——— v 41 S p .
e



TABLE 2
Correlation Matrix for the Pretest and

Three Different Achievement Tests

e e, b S P A W Tt o e e i ey 3

Type of Test 1 2
Pretest (1) 1.00- a1 -.04 31" )
Enbedded Test (2) 1.00 .00 .60
. Case Study (3) ’ 1.00 23
Post Test (4) 1.00
* pc.05
** ng.01 “
*** p¢.005 .
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In the first inventory (Table 3), responses revealed that most
trainees (63.2%) had already had previous in-house training while
36.7% had received no prior formal or structured training (in-house).
When asked wha}t they hoped to gain from the Management Development
I;rogram, 86% of the participants expected to acquire expertise ‘in
financial anleysis techniques. In an attempt to measure the degree of
expectation, trainees were asked whether. or not they expected this
training'prog:ram to influence their career. The majority of the
t‘rainees’ (69.;1%) felt that this program would have a posit:ive
influence; 2.0% responded that it would not; and 26).5% did not know.

Because selection was a variable of interest in this study, trainees

. were asked how and by whom they had been selected. The highest’

frequencieé obtained revealed that 32.7% of the trainees felt that they

had been selected because of potential, a-nd 22.4% because of experience

and performance. Frequencies showed that 51% had been selected by
district personnel departments, 18.8% by supervisory nomination and
personnel departments, ~14.6% by training departments, 10.6% by 'other'

means, and 2.0% did not really know. Finally, when asked to express

4

how they perceived thj ti'aining experience from a positive and negative
p

pomt of view, 61% of those who responded to this question felt that

it would be an excellent learnmg experlence and’ 69% could not express

any negative perceptions vis-a-vis the training activity.

‘ The second inventory (Table 4) dealt specifically with attitudes
about the training program after its delivery. This section will Teport
only global f.indings as a question by question analysis wév.sld be far -

too lengthy. Trainees provided above averagd ratings for program
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Ql.

Q2. :

Q3.

. , TABLE 3

Trainee Responses to Attitude Inventory I

\ \

Is this your first seminar at the Bank? If not, please specify

the ones which you have attended.

18 no seminars

T 11 one seminar

12 two semlnars
8 several

What do you hope to gain from this seminar?

42 technical sk1115/f1nanc1a1 ana1y51s

2 learning
4 self-development/conf 1dence
—_ 1 blank

o

What are_your concerns and expectations regarding this seminar?

Concerns ) '
10 no prior knowledge
1 1length of seminar .
family absence :
technical course content/quantity
1 job application of concepts

3 group size .
—_ 27 blank ’ .

Expectations

10 hlgxﬂ®~§ree of lear;lmg

o 7 theory and technical and analytical skllls\

' 1 high quality of instruction
) owledge (general business)
R career development -
: confidence , :

T - interesting course content
16 blank .
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. ’ 2
How do you feel you were selected to attend this seminar (i.e.,

education, experience, potential, etc.) and by wham (supervxsor, Lo
‘personnel)? No names, please. X . . .
-A. 1 education , ) " S %
experience to _
16 potential 2 /

Q6.

1

3  performance

2 education/experience

2 education/potential
experience/performance . ’ \

— 1  potential/performance - ¢ .- '

B.” By whom were you selected? ' . \

4  supervisor ) \
25 personnel L N
3 training department y . : \) :
I do not know ' Co
5 other .
supervisor/personnel ’ ) . a
—_ 4 persomnel/training department

How do you perceive this experience frcm a pdsitive and negatwe

p01nt of view? / . .

Positive

peer exposure L
' ZI learning - . '
confidence
5 instructor ‘ S ,
- 2__ career development . ]
IS blank o " :
Negative . ‘ ' ' oo
1 lack of expenence , - ,
5 length of seminar ‘ : o7
application of concepts . ) : i
4 family absence , : , R c A
I group size R ' o
3 theory (too much) . - '
. T 3% blank

S LIRS R
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N TABLE 4 T
Trainee Responses to Attitude Inventory 11

. ‘ On a scale of 1 to 10 (totally 1neffect1ve to extreme].y effective)
please rate this seminar.

. A, -)._.;

' o | X 9.6
s.p, .7

Q2. ' Using the same principle, rate the following:

(a) instructor's knowledge of subject X 9.9
matter S.D. .26
St , (b) organization and coverage of X 9.2
subject matter S.D. 1.08
(c) . case study approach X 9.0 .
' S.D. 1.1r°
—r . (d) ‘team work BN X 8.2
) S.D. 1.68 -
(¢) handouts X 8.9
i i S.D. 1.05
K Q3. Did this seminar meet your expectations?
" 39. to a great extent
: 2 to same extent
. 0 not at all -
co 1  no comment . o
How? §
'35 financial analysis skills _ .
job applicability ) »

5b1

Q4 Do you feel you benefited profess1ona11y and personally from this
course? In what ways?

Professionally

; | ' 42 financial analysis o

g B RRANCHGIN AN Ak (s, = SO BB, L0 2 % s s : _‘T.T.-..,...«_...u....,.-.»m_‘.. - . N .. :
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Q6.
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Personally
14  peer exposure

\ 19 confidence

~ 3 job satisfaction
1 career development
5 mo persbnal benefits

[ — __-....—M

42

v

Do you expect your career will be influenced by your part1c1pat10n
in' this seminar? In what ways?

- 31 posit1ve
negative
9 _do not know . ‘
How?
13  competence

"7 confidence
16 career development poss1b111t1es
—_ 6 blank

—

. , R |
Did the course assist you in developing a better understanding of:
e

3 2 - 1
Not at all To same faxte'nt To a great extent
(a) business strategies X 1.5
« 8.D. .67
, / =
(b) financial analysis X 1.0
S.D. 0
Yc) credit judgements X '1.3
~ S.0f - .468
(d)—collateral security X 1.8
o J S.D. 50
(e) problem solving X 1.3
( ' -S.D. .48
(f) decision-making X - L3
o S.D. .48 o
(g) managing one's own potential X 1.7 - .
S.D. .692
(h) general business , X 1.3 1
S.D. .48
O .
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Q7. What aspects of this course did you find MOST helpful?

10 case study approach

27 _ credit analysis/techniques

2 .the ilytructor

3 managing one's own potential

Q8. What aspects of this course did ydu find LEAST helpful?

9 overall bank and business strategies
1 length and intensity of seminar
3 study groups
guest speakers
3 collateral security
. 1  diverse backgrounds

"1  materials .

: no business development tips
1  financial analysis (prior knowledge)
1 repetitive
19 blank

Q9. Have you any ‘suggestions for improving this seminar?

3 time off -
1 too many case studies
18  smaller study groups ' '
no suggestions
" too repetitious .
1 length of Course (too short)
too many course objectives
1 _ art of business development

v
A\

Q10. Do you feel this course should be continued?

41 yes |
no "

.Q11. Comment on the length of the course.

: : 3 too long
: too short -
28 adequate

b o e
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Q2.

Q3.

- 44

Camment on the location of this course.

27 good
bad ‘ )
11 average \ o ¢
3 indifferent" , .

How do you perceive this experience fram a posjtive and negatlve
pomt of view? I

Positive

1 case study approach
1 excellent seminar
73 knowledge acquired
peer interacti
I intensity of 1nstrucq.on
Z confidence
the instructor

) 6 blank . . : N
Negative

2 peer interaction . ' -
3 length of seminar ) -
) schedule (no time off)
- 3 family absence
2 unknown job situation
1 diversity of experience
T applicability of concepts
25 no-negative perceptions

Q14. In your opinion, does it make gny difference wholhould attend

4 similar backgrounds
- 1~ prior knowledge in lending

this seminar (i.e., educationversus experlence)?

1 d1vers1ty important

28 no difference (education versus experi\ence)
T motivation

3 selection according to qualifications
—_ 4 blank

s — et s
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Q15. -How do you generally feel about the wholé group? . . ) ‘

34 positive . . : o~
negative '

Z blank.

Q16. Comment on' the following:

Workload ’

23  adequate - o
heavy ' ' .
5 too light ; ,
+ 2 blank \

Testin ing . 3

h , 32 adequate ) . - .,
' . 1 - heavy .
9 ' . 4 no value
* T ey - 5 bh.nk

. ) ' . '
. , !

Q17. Do you feel testing should be allowed when it is conducted solely
g to measure the degree of learning and the progress of a group?.

;‘ . t 32 yes . . .
- 3 no 4 ) - 4
: ) 5 mdlfferent T lacadl o by

e 0

‘ 7 Q18. Do you feel this type of testing was:
‘ ’ © 35  useful . o CoL : ~
- ‘ 2 useless - . . PP §

4 indifferent : | S

Ql9. Has the testing business upsét you in any way?

5 yes'
37 no

.
@

Q20. How would you now rate y'our self—confldence regarduﬁbwmmercml
) credit gs a direct consequence of this semmar? (Below average -

= 1, above average = 10:)~- ; N g _ S
.. 4 ~ % sa '

SR _— e S.D. 1.41

[}

e ek i - R R e ] L. B U S T



g o

ac N v

—

- Qza.

Q23.

Q24.

QZS.

Qz6.
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© Q21. Do you feel others might benefit from éxpoguré to a program such
as. this? :
" 42  yes .
0 no

N~ . . : -

, . : \
4 . 3

How wouldy you rate the CA p"reséntation? ﬂ ) ‘
0 below average . - v o
17 average ' ‘
__24_ above average - DR
1 blank . ‘
Do you feel that an on-going career .development program in
. commercial credit at different levels should be offered to
you by the bank? ‘ : ’
42 yes - \
— 0 no N
Could this type of course be given at the district level? '
11 yes .o o
no | o ' g
"~ 78 blank . -
y ! ’
If you had any say at :111, what changes would you make regarding
this seminar? o : : .
Generally, most participants felt that no‘changeé were necessary.
However, sqme trainees indicated a preference for smaller study .
groups. Surprisingly, of those who responded, four trainees
felt that the training program should be extended.
This section was used by the participants to express their thanks
to the instructor of the Management Development Program.
N\

[ * .
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\\effecti\;eness, inétruction,/gc;urse organization, case study approach,

méterials and moderately high I:atin"gs on team workshops. Most of the

trainees (79.6%3 felt that their expectations were met (i.e., fina{lcial

analysis techniques), and 63-. 3% felt this training prqgram would

pdsitively influence_their‘ career as far as expertise in commercial
1e\nd'in‘gland caréer development possibilities. When asked to rate

' specifi& course content categories, trainees.indicated a~moderate to

o

“ high degree of satisfaction in all categories except in the area of
s collateral security where 20.4% were quite dissatisfied. As.expected,
.financial zinalysis was seen as tl)s most helpful course content- category
while general business strategies,ztstlcl.l as the personnel function, was
seen as, thegl.east helpful category. d
Of special interest to this researcher were atti des toward
.evaluation proce&ures. Most (65.3%) felt that evaluation should be
‘part c;f all training activity, 6.1% felt it should not, 10.2% were
indifferent,. and 18.4% did ﬁot respond. When asked whether or not
testing ﬁm feedback was useful, 71.4% had ‘positive reactions, 4.1%.
were negative, 8.2% were indifferept, and 16.3% did not respond. . .
Tfainees were also asked whether or not they found the evaluétion
procedure upsejctihg. Ratings reveal that 10:2% were in fact upset, ' .
) while 75.5% were not and 14, 3% did not respond. Finally, as per the
g'eréraﬁcomnents section, the vast majority of the trainees attributed
the success of the training program to tixe instructor.
A follow-up questiormhiré was sent to all parti(;ipaﬁts of the

course three months after the training program in order to determine

whether or not conc:ep%'ss learned or acquired at®the course were relevant, ©
\ .
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TABLE 5
< a o Trainee Responses to Attitude Inventory\III

. Part I: GENERAL INFORMATION

~

Ql. Are you still on the Management Development Program?

23 . yes
8  no
3  other

Q2. If NO, what is your present position? -

3  account manager
assistant manager branch lending
manager branch lending
3 credit officer
77T blank \ /

Q3. If ‘YES, when do you expect to camplete the.Managaneni: Development -
Program and in what capacity?

2  account manager
5 branch manager
> assistant manager commercial loans
.72 overseas assigmment
2 unknown
~ 9 blank

Range: (1 to 4 months) .
X 3 months

Part 'II :  UPDATE

On a scale of 1 to 10, please rate the following: .

Q1. To what extent is the knowledge acquired at the Management
Development Seminar relevant to your present job/duties? (Totally
) irrelevant = 1, extremely relevant = 10.)

0

[ -]
o~
w0 o
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Q2. How would you rate your degree of INVOLVEMENT i / commercial credit
at your present job? (Totally uninvolved = 1, ‘extremely involved

= 10.)

W <
[ QS I
DO

QIS; Rate the USEFULNESS of the concepts learned (knowledge acgquired)
"at the Management Development Seminar in relation to your present
job/duties. (Totally useless = 1, extremely useful = 10.)

wn <t

7.7
D. 2.75

Q4. .To what extent have you been able to APPLY new concepts (knowledge
. acquired) i.e., Altman Formula, ratios, etc. at your present job?
(Not at all = 1, to a very great extent = 10.)

o
e ¥

w >

5.9
2.8

.D. .80

Q

L RN !
* Q5. Generally speaking, how would you NOW rate your SELF-CONFIDENCE

regarding camercial <credit as a direct result of the Management
Development SemmaF . (No confidence = 1, extremely confident = 10.)
X 8.0
s.D. 1.34

’

Q6. How would you rate your present ON-'I‘HE—JOB training program in
commercial credit? = (Totally ineffective = 1, extremely effective
= 10.) .

L)

W »<1
[N e
v

e

Part ITI: PREDICTIONS

This section deals with YOUR hopes and expectations once you have
completed the Management Development Program.. ,

To the best of your knowledge and exper1ence at the bank please rate
the following:

A

[P




- QL.

Q2.

Q3.

.

Q5.

. Q.

. To what extent will you be able to APPLY new congepts (knowledge

Rate your charices of obtaining a position in commercial lending

once you have campleted the Management Development Program.

(Below average = 1, above average = 10.)
. L]

n <

7.3
b, 2.62

Rate your chances of obtaining a "responsible" pésition in-
commercial lending once you have completed the Management
Development Program. (Below average = 1, above average = 10.)

¥

wn 2<lI

7.1
.D. 2.62

To what extent will the lmowlédge acquired at the Management
Development Seminar be RELEVANT to your EXPECTED position/job?

(Totally irrelevant = 1, extremely relevant = 10.) ‘-
, X 8.6
o S.D. 1.66

Do you expect the concepts learned at the semimnar will be USEFUL
to you in your FUTURE position/job? (Totally useless = 1, extremely
usefut = 10.) .

Al

W i

‘ ‘9.1

.D. 1.55

,
acquired) in your EXPECTED job? (Not at all = 1, to a very great
extent = 10.) - :

(-2

8.0
.D. 1.80

Estimate your degree of SELF-CONFIDENCE regarding comiercial credit
upon campletion of the Management Development Program. -(Below .
average = 1, above average = 10.)

1 <t

~
- Co
= R
(=]
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Part IV: - EVALUATION

The,

Q1.

Qz.

Q3.

aim of this section is to receive obJectlve feedback on how you
NOW feel about the measurement procedures used in’ Qe evaluation of
the Management Development Seminar/Program.

What are your feelings regarding this type of evaluation procedure?

26

1

positive «
negative

. indifferent

Explain.

19

1

Y

favorable due to the necessity of evaluating training b

programs

favorable because of individual progress assessment

T time consuming
2 not enough information on how results are to be used

IU blank

General Comments:

Comments received wére, for the most part, used to express special
' thanks to the instructor, his assistant and to this researcher.
" Also, most participants requested copies of the final report of

‘this study.

'
N S .
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useful, and applicable on the job (Table 5). Trainees were also asked
to rate their degree of involvement relative to cmmercial credit during
their ongoing 'jqb training program. Trainee attrition r‘;zte was 30. ﬁf’
‘More than one-half of those who responded feilt that concepts
acquired were relevant and useful in their presént job situation. The
spread, however, was wider relative to applicability of concepts where
16.2% did not really apply the concepts, 16.3% moderately applied
concepts while 36.7% did apply the concepts to a very great extent.

As for the degree of involvement relative to job training in commercial

.credit, 14.2% had below average involvement, 16.3% were average, and

38.8% were above average. Generally speaking, trainees were hopeful -
that they would be able to fully apply knowledge acquired at the
training program in future .j ob assigmments in commercial lending.
Trainees were also reasked their present feelings‘ toward the evaluation
procedures used during[the course. Of those wﬁo responded, SS.i% were

positive, 2.0% negative, and 14.3% were indifferent.

1

" As stated earlier, the role of selection was assessed by measx‘n‘ing.
the relationship between performance in the course and demographic
variables, critical abilities, and prior knowledge as measured by the
pretest.

Table 6 presents the absolute and relative frequencies of the

demographic data variables. About 75% of those who attended the training »

program were male, and only 25% were female. When education was broken '

down into pertinent categories, 63.3% had no post secondary education.

’
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. TABLE 6
Absolute and Relative Frequencies For Demographic Data

Sex Absolute Frequency Relative Frequency (%)
Male 37 75.5
Female 12 ' 24.5

N

.Education Absolute Frequency = Relative Frequency (%)
High School 31 63.3
College 4 8.2
B.A. 8 16.3
M.A. 3 6.1
M.B.A. 2 4.1
Missing Cases 1 ¢ 2.0

. 0 \\\

N

Experience Absolute Frequency Relative Frequency (%)
New 7 14.3
Branch Administration : 11 22.4
Commercial Credit 3 . 6.1
Consumer Loans 20 40.8
District Officer ‘ 8 16.3

‘Last Position Held . Absolute Frequency Relative Frequency (%)
Consumer Loans ) T 16 32,7
Commercial Loans 6 12,2
Administration/District “ 9 18.4
Administration/Branch 11 22.4
New : 6 12.2
Missing Cases. _ 1 2.0

A v Ao st e vt
a
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District

Frequency

Absolute . Relative Frequency %
S -
Atlantic 2 4.1
"British Columbia 5 10.2
Saskatchewan 1 2.0
Manitoba 3 6.1
Alberta 12 24.5
Ontario 14 28.6
Quebec 5 10.2
Head Office 1 2.0
International - 6 12.2

\y

NOTE: Age = 21-49 '

Mean = 33

n

-
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Banking experience and last job assl_ig'nment prior to training were mainly
‘in the a;*eas of consumer loans (40.8%, 32.7%), and branch administration
(22.4%, 22.4%). Age, last position held, sex and district afe listed
in Table 6, but were dropped fr;)m the analysis as they were found to
provide little additional useful information.

To determine whethér or not education contributed towards
performance on the course, a two-way analysis of variance was conducted
on educatiop by test position factors. When education was classified
as high school and post°high school, the results bf the analysis c;f
.variance disclosed that there was a significaﬁt difference between the
two 1eve1§ of education, where trainees with post high school e&ucation
demonstra:ted higher achievement (F = 3.02, df = 2/46, p < .05). , There
was also a Significant positive effect on achievement from pretest
to embedded and posttest (F = 86.21, df = 2/92, p £.000). No
significant interacpion was present between education and achievement.

To determine whether or not systematic relationships existed
between Experience and achievement, Chi-square tests were used. Signi-
ficant results were found when eacperience was broken down into five

categories (i.e., consumer loans, cammercial loans, administratiqn/

district, administration/branch, new), and they are as follows:
2

. Pretest and experience : x“=58.08, df = 4, p £.01

Embedded test and expetience: x? 21.60,1 df = 4, p <.01

Case study and experierce : x2 = 75.44, df = 4, p .01
In the above, positive systematic relationships between achievement
and’ experience were present at the ccmmerc';a_l loans and branch admini-

stration levels. Prior knowledge in commercial lending evidently
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played an important role on achievement as did branch adminjstration.
It is felt that branch administrators receive a certain amount of
exposure to commercial lending due to the very nature of thei-r work.

Consequently, positive relationships with achievement were present.

Predictor Variables

Regression analyses were performed on several of the selection
" variables to assess their relative predictive abilities. When using-
education as 4 predictor variable, the multiple R on the pretest
critepion variable was .177 (not sign;i.ficant") . However, for the
embedded test criterion v;iriable, the multiple R was .261‘ (marginally
significant a£ :the .07 level), and for the case study criterion ‘
' variable, the miltiple R was .251 (marginally significant at the .09
level). .Finailly for the posttest criterion variable, the multiple
‘R was .162 (not significant). A
To determine whether or not the psychological tests‘were effective
in predicting achievement on the course, they were used as independent
variables in the multiple regression analysis. The multiple R on the -
pretest criterion variable was 431 (significant at the .02 level) and
for tﬁe embedded test criterion variable, R was equal to .513/(significant
at the 603 levei) . No significance was achieved for both the case
study and posttest criterion variables. Altogether, these findings
raise doubts on the value of solely using psychological measurement to .
————predict performance, as the case study and posttest‘wexje the two
| © principle indicators of achievement. -
| Similarly, when education and psychologi;al tests were combined

together as independent variables in the multiple regression analysis,

A
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variables. These findings seem to also raise questions in the

" analysed. The
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the multiple R on the pretest criterion variable was .433 (marginally

significant at \t_he .06 level) énd for the embedded test critérion
variable, the multiple R was .516 (significant at the .01 level): No 2
significance with this set of combination in the nmltipl?}fegress_ion )

analysis was achieved for the case study and the postfest criterion -

predictive value of psychological testing.

In an attempt to see whether or not a better prediction fould be
i -

AN

established with another ination of predictor variables, education

and prior knowledge as mea d by the pretest were studied and
Tple R on the embedded test was .463 (marginally

significant at the .06 level) whereas for the case study criterion

variable, the multiple R wés\.ZSI (not signifjcant). For the posttest

" criterion variable marginal significance was reached at the .07 level .- ' ‘

[}

where the multiple R was .336.

Another conbination of-'interest to this researcher was that of the
psychplogical'tests and the pretest. The lmilltiple R for the embedded
test was .573 (significant at the .002 level). However, no signi_ficant
levels were reached w11f.h this combination of ind@pendent variables for
both the case’ study and the posttest.

Fir;ally,' when using education, psychologica'l tests and the pretest -
as predictor variables, the multiple R for the empedded test criterion
variable was .575 (significant at the .005 level). For both the case

study and tlie posttest, no significant effects were present.

]
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Although the centra'l theme of this study concerned itself with
se'léction, questions related to program effectiveness were also
relevant. An jnteresting way to discuss the findings of this study
is in the context of the Boyle (1982) Evaluation Model B Presented
in Figure 7. Incorporating the selection procedure into a training -
model generated seven different icinds of assessmeﬁt which were all
summarized by the following questions: \

I. Did the‘ selection procedure measure all cx:iteria? )
II. Are the trainees satisfied with the course? ’
III. Does the tr#ining course teach the concepts?‘ ~‘ .
IV. Does the selection procedure predlct successful completion’
of the course?

P

V. Are the concepts us'ed on the job?
VI. Does application of concepti jmpact the organization?
VII. Is the selection procedure a pi'edictor of performance?
Boyle (1982) Evaluation Model B is more appropriate for this study
thanPM:)del A because it mcludes an addltlonal question (IV) about the
role of selection on course performance, which is central to this study.

The first five questions will be discussed in order. The final two

questions were beyond the scope of this study and will not be discussed.

- Did the Selection Procedure Measure All Criteria?

As was discussed previously, the candidates for the training

program were selected on an informal basis with no explicit criteria.

It was ﬁerefore the purpose af this study to determine whether certain-
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demographic variables, critical abilities and prior knowledge of the

course material reflected successful performance in the course. The

_ selection criteria were chosen by an analysis of what factors were |

thought to be relevant to acquisition of the concepts of commercial

lending. In that the list of variables measured was not exhaustive,

the results can answer this question only speculatérely. However,

appropriate and, more importantly, inappropr'iate criteria for future
programs'v}‘ere identified. _ - |

The criterion assessed during this 'stxﬂy and found ;co play a major
role in performance on the course was level of 'education, and is discﬁssed
extensively undgr question IV along with other variables. However, after
prolonged exposure to the training program, it is ;;he 6pinion of this
researcher that other factors which were not mentioned b)\' the subject
matter experts may have affected performance. Because of the sheer
volume of reading material and documentation required during the training
program, it is possible that reading ability -- ’includihg reading speed
and vocabulary -~ may have played a significant role. A second factor
which might h;we affected performance, espééially on the case study, is
the abilit;y to perform specialized mathematical calculations related to
the Mnt Perhaps a short math test.reflecting the necessary pre-
requi'sites and involving calculators would have been an effectivg addition
to the sehlection c?i‘teria, or as part of the introductory instrut':tion. It
is noteworthy that both of these factors are likely to. be at least some-
what related to educational experience. | .

More complex factors such as motivatic;n and study habits clearly
also play a role in course achievement. Both \are, however, difficult

>
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. be developed and/or expanded by district training &eﬁartments to suit the

officers. » ) . )

60

or possibly unprofessional, to control or manipulate beyond stanciard

f'

instructional practice.

Are, t};e Trainees Satisfidd with the Course?

From ‘informal feedback during the ‘course, and from the two attitude

inventories given immediately following completion of the course and

after three months, it was Clear that trainees were more than satisfied

with the course.

v

the mstructgr and felt that it was an honour to be able to attend the-

The trainees were aware of the excellent reputation of

training program. Upon completion of the course, eighty percent of the
trainees felt that their high expectations were justified, esmecially

in the area of financia'l analysis. However, one area of dlssat1sfact10n
"was the. large s1ze of the st\;iy groups (7) which, it was thought, hampered

effectlve trainee interaction and involvement in collective assignments.

AnGther are'a of dissatisfaction that emerged thr%e months later

was that almost half of the trainees who responded to the follow-up

inventory. found that they were not called upon to applyythe concepts

N - wite i TRt

learned in the training program while job training.- This problem will be
discussed in further detail under question V. It should be remembered
that this probiem may not be so much a fault in the tra/ir‘ring ’program as

a problem in resource managemeht. However, because unstructured training

(on-the-job) is most dlffl(;ult to control, techmques such as. job ana1y51s . {
should nevertheless be conducted to 1dent1fy whlch skills are in fact

associated with the position of a commercial lender. This’ information could

[

needs of each district and could serve as guidelines for job training

" . v . hd
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Does the Training Course Teach the Concepts?

Performance in the training program Qas evaluafed sumnatively by
two criteria: an objective posttest and a case study. The posttest
correspor%ded to the pretest and sampled as c&nprehensively as possible
the objectives of the course to ensure the content validity of the
instrument. The case study required a deeper probing of a particular
application. It was designed to have high criterion validity because
it measured behaviours which closely reflected actual on-the-job
performance. _ / -

The scores on the posttest were significantly higher than those

on the pretest, ‘indfcating that the training proéram was successful in

' teaching the concepts. Students reached a high level of mastery on the

posttest;. (94%) in spite of the very intensive nature of the instructional
program. Th-e‘ laréest gains were ‘made during ‘the first half of the

course,' where students moved fxzom 45% on the pretest to 80% on the embedded
test.” ‘ ) (

Tile learners also produced a very respéctable 80% on the case study, ’
suggesting that the skills were not simply écquired in an academic faéhion,
but could be applied. Perhaps more emphasis could be placed on case
studi:as during the second half, .especially in light of their mastery

. I
of the basic content during the first hailf.

Does the Selection-Procedure Predict Successful Completion of the Course?

. L}
The central focus of this study was to explore the effect of

A

i
selected entry variables on perfoimance in the training program. Those

variables which are found to be highly related to p\erformance could be
used as explicit criteria for selection of future candidates. ’

k3
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Learning and Educatiorial Level As stated in the -results section,
»

there was a significant difference in learning by education when the

latter wasv collapsg?d by high school versus post high school. Greater

edl;{:ation led to relatively higher levels of learning in the program.

The instructional techniqua, however effective, was unable to overcome
the basic educational differences.

Performance and Job Experience The results revealed, via the

pretest and embedded test, that experience played a significant role

on performance at the beginning of the program but was later neutralized,
as seen on the posttest where no significant differenceg were present.
As for the case study criterion variable’, experience was seen to be a
significant positive factor on performance suggesting the importance
of special technical skills acquired through job experience. Commercial
lenders and branch administrators turned in superior results.

The major tool for examining the effect of the different entry
variables on performance was multiple regression. The entry variables
chosen for inclusion in this analysis were education, intellectual
variables, and prior knowledge as measured by the pretest.

'Ihé results of the Multiple regression analysis illustrate that
education had a marginal effect on performance on the embe;i-ded and
case study tests but no significant effects on the pre and post tests,
When the pretest was cambined with education.for analysis, prediction
on the posttest produced a marginally significant effect (p < .07).

Psychological testing with and without education significantly
predicted pre and embedded teéts, but had rro significant effects on

the later tests. This suggests that initiél differences were effectively
\
j t
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neutralized by the end of the training program. When the pretest and
the education factor were coupled with the psychological test in the
multiple regression analysis, only the embedded test produced
differences. Therefore, psychological tésting with and without other
variables was found to have predictive value buf only at the initial
stages of the program.,
To conciud;, almost all of the above predictor variables initially

had predictive validit)‘r.- However, no predictive validity was found
to be present for the posttest and the case study (althm:gh education

- was marginal (.09)). Based on these results, the influqnﬁe of the

Anstruction tends to dissipate the use of psychological tests and

persists only with broader factors such as education.

Are the Concepts Used On-the-job?

A

In the follow-up inventory the trainees responded to several

' questions regarding the usefulness of the training program. In general,

the trainees remained positive about what they learned but did not, in
all cases, get to apply concepts on the job (60%). Because many of

fhese concepts (e.g., the Altman Formula) involve complex technical
analyses, the available time and workload on the job enviromment (i.e.,
the number of accounts) may not allow for applic;xtion of some of the
concepts learned at the training program. Also, the job training officers
may not be necessarily proficient with some of these conce;ts and may

consequently’ discourage their use during job training.

Y
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_ "' CHAPTER VII

CONCLUSION

To fully understand this study, one must look at 4the circumstances
in which it was conducted. .

First, as discussed in the rationale and the review of the
literature, aithough‘ training is a major investment, the evaluation of
training programs, especially at the management development level,
does not pre\}ail in industry. ﬁe presént study was the first of its
kind ew\trer undertaken at this multi-national corporatmn, and it was
extremely important for this researcher to explain at length every
aSpect of this 'pilot' evaluation research project ‘to the concerned
authorities who, incidentally, were interested in implementing such

procedures within all their training and development activities. The

model presented in Chapter III was designed for such a purpose.

Secondly, the quality of. instruction played an extremely important
role as to why the program was so effective. The neutralizing of
differences relative to experience and education were not only due to
the high quality.of instruction and oréaniza‘tion, but also to the total
commitment and devotion 6f the 'instructor to the participants of the

Management Development Program.

Major Implications of the Study

1. The Lhnagé:wnt Development Program is an effective method o'f,' teaching
"basic credit concepts, as evidenced by the significant gain§ in
posttest and case study scores over pretest scores.

2. Questiommaire ddta indicate that the trainees felt that these

concepts would have relevance to their jobs.
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Results based on posttest scores demonstrate that one should not
be included or excluded from attending this training program on
the basis of education and experience, selected psychological tests,

or pretest scores.

‘The low contribution of the psychological tests toward predicting
. the posttest and the case study suggests that the expenditure in

. time and money to undertake the psychological testing is

unwarranted.

Limitations

Due to organizational constraints, no cost-effective analysis of
the training program could be performed. This is due to the type

of confidential information which would have been necessary

‘(i.e., salaries, etc.).

Apart from an attitude inventory which was taken three months after
the training progrem, no objective validation was done to see
whether or not 'training directly affected job pérformance.

The fesults relative to the role of selection cannot be genmeralized
to other types of training programs .Qpecause it dealt only with
bank ‘management) . However, these data may in fact be indicative '
of the sort of resuits oi:hefs would receive with similar training. g
It is important to reiterate that good ti‘aini;lg should overcome
initial individpal's differences if criteri\on referencing is
employed in an objective-based system.

The pfedictive ability of the psychological tests was used only to

assess performance within this training program. Their value in

a4
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R - \
predicting job performance or their effectiveness in selecting

~ and placing trainees was not tested here, and warrants further

investigation.

Future Research

To truly evaluate the effect of management training on job
performance, l;ehaviour changes as a direct resuit of training’ must: be
measured. However, becéuse of the high cost involved, this is seldqm
attempted or even considered.

Brown (1982) suggests that an alternative to measuring changes in

behaviour would be to assess accomplishments before and after training

via the.use of a tight experimental design. This ;ould facilitate a
partial apswering of the final two questions of the Boyle ‘(1982) Model
B: ' '
VI. Does application of concepts impact the oxjganization?
VII. Is the selection procedure a predictor of pfarfonnance?
These c'luestions are critical for optimm decision-making at the
upper management level and, at the same time, are questions which aré
otherwise difficult to oberatic‘malize.
Because of the difficulties'of evaluating on-the-job behavioﬁr,

nts as an additional dependent

pursuing the idea of é,ccauplis
variablé‘ appears to be a promisjng-direction for future research in

this area.
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- SUBJECT
2 DEMOGRAPHIC DATA
CODE:
AGE :
SEX : .
, L
EDUCATION:
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EXPERIENCE: (List positions held at the Bank over the last, five years.
Include the number of years fer each position. '
i.e. Admin. Support--3 years; BAO--l years; AMA--1 year;

District--2 years.)

N\

LAST POSITION HELD AT THE BANK: Check ofe of the folloving:

a. Consumer Loans
b. Commercial Loans

e, Administration: Distriet Office
Branch Office

d. New Bank Employee

CHECK PRESENT DISTRICT:

Atlantic \ Manitoba
British Columbia Alberts
Saskatchewan Ontario

.l

—

Quebec
Head Office
International

|
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ATTITUDE INVENTORY I

CODE:

©

1. Is this your first seminar at the Bank? If not, please specify the
ones which you have attended.

7

-

2. What do you hope to gain from this seminar?

Ve A

»

3. What are your concerns and expectations regarding this seminar?

‘ N

L. How do you feel this seminar will influence your career at the Bank?

st

- . 5. How do you feel you were selected to attend this seminar (i.e.
educetion, experience, potential, etc.), and by whom (supervisor,

«J”."‘“/Personnel--no names please)?
i 1
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6. How do you perceive this experience from a positive and negative
point of view?. % :

N

POSITIVE:
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i ‘\\MANAGEMENT DEVELOPMENT SEMINAR '

|
. t
N - Pre<test o
!
\ ’ |
Circle "T" if the statement is TRUE and "F" if the statement is FALSE. |
1. In financial statement analysis, "current assets” are
those which are in the form of cash or those expected
to be converted into cash within 6 months. . T F
L .
w2, Depreciation increases working capital. T F
3." The rates of depreciation are normally based on the
life expectancy of specific assets and such rates are
L \ established by the Bank. T F |
4. TFinancial statements normally include:
¢ " a. balance sheet
’ ‘b. 1income statement
c. statement of retained earnings
. \ ) d. statement of sources and application of funds T F
5. In business, there are different methods of valuing
* inventories. T F
6. Depletion contributes to cash flow. > T F
T. Agﬁfopriation is & method of providing for possible
losses. . T F
8. Depreciation is a branch of accounting that deals b
with systematically distributing the cost of & fixed
asset over the estimated useful life. T F i
N
9. Depreciation and amortization are the same thing. Cop F
: o 10, A "straddle" is a term used in budget financing. T F
11. "Blue Sky" is used by most weatherpersons. T F
12. A "tender" loan carries a*higher interest rate than '
" a term loan. - T F
» 13. ‘Treasury stock is stock that remains unissued. T F
< 14.  Vertical Analysis is a technique for analysing the :
! balance sheet and the income statement. » T F
: \ L
|- _ R .
. » AN
™~ .
. P4




15..

16.
iT1.
18.
bd ]
19.
20.
2l.
23.
23.
2k,

25.

26.
27.

28.
29.

30.

T O B s LR g ey

77
1)
-2 -

Any pensalty for an incame tax offense may be’
charged to the company's expenses. T
Debt repayability is the length of tlme a company ,
tekes to pay off its debts. T
Put and Call options relate to transactions with
s stock broker, T
You cannot have a “strip" and a "strap" at the -
seme time. M T T
A consolidated statement is made up from the
consolidating statements. T
A corporation generally has & board of directors
elected by thg shareholders. T
In the case of limited liability, shareholders are
not liable for the debts of the corporation. * oo
It would be important to relate the funds employed
to the total annual sales. T
Capital cost allowance is a method of establishing
the true cost of the fixed assets of a company. T
The method of evaluating inventory will have an
effect on the profit of a company. T
In most companies, expenses can be classified under
two headings. T
The purchase of $1,000,000 worth of inventory on
account will have a negative influence on the ‘
current ratio. T
The collection of $1,000,000 in receivables will
have a positive influence on the working capital

- position. T
An interim stetement and a pro forma statement are
the sane. T
A bridging loan is related to the financing of ‘
bridge construction. T
The book va.lue is not necessarily the real “alue
of a company's assets. T




3l
) 32.

T 3.

3k,

-3 -

' Depreciation is-deducfbed before tax.
Land depreciates vhen it is fully used by a company.

. A loan should never be made to & company yith a
deficit working capital position.
LS

Gross margin and markup cost are not the same thing.

TURN TO THE NEXT PAGE

78
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Match column "X" Balance Steet Items with column "Y". Ttems in column

"X" may be used once, more than once, or not at all.

in the space provided below.

coLuMy "x"
a. Current Assets
b. Non Current Assets
¢, Current Liabilities
7 d. Net Worth |
e. Deferred Liabilities
f. Tangible Assets

g. Intangible Assets

=3

10.
11.
12.
13.
1k,
15.
16.

17,

COLUMN "Y"
Inventory “\
Receivables
Trade Receivables
from Associsted
Companies

Prepaid Expenses

Deferred Charge

Patents

Bank Loans
Contributed Surplixs
Term Loan

Deferred Tax
Accrued Wages

Good Will

fond Discquz;t
Leasehold Expense
Subordinated Debt

Outstanding Cheques

"Advances to Directors

over 1 year

Place your answer

o

| ]
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-
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L

Match column "X" with column ™". Items in column "X" may be used
once, more than once, or not at all. Place your answer in the space

provided below. .
)
COLUMN_"X" . COLUMN "y"
" a. Stock Issue . 1. Age of Inventory
b. Stability 2. Acid Test
£. Foreign Exchange 3. Age of Payables
d. Liquidity . b4, Plant Efficiency
e. Money ‘Markets * 5. Fund Employed per
) $ Sale

f. Profitability
6. Current Ratio

g. Growth’ ; N
T. Gross Profit

8. Debt Pressure

[y

9. Net PrOfit/T..N.w.
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_Multiple Choice: Circle khe letter of the option that best answers
the question., - .

oot

. 7, . . .
1. One of the new magthematical forecasting methods is:

Ve
»

I

a. Z-score or Altman Formuls

b. Hescore or Riclman Formuls
¢. T-score or Schmid Formula
- . d. G-score or Marcone Formula
. -
\,‘(\

2. This new mathematical forecasting method forecasts:.
a. failure . ) \
b. success
* L ' e. success and failure 4

\< NN N
' d. none of the above

. L : L
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Match column "X" with column "Y"_. .. Items in column "X" may be used
once, more than once, or not at all. Place your answer in the space
provided below. ‘

+

COLUMN "x" : . coLuMy "y"
a. Trend ‘ 4 | 1. Assessing the ability to -
‘ incur short and lonk term
b. Internal : debt
¢. External 2. Relationship of capital to

, outside funds
d. Debt Capacity B
3. Cash flow analysis to

e. Vertical . establish loan repayment
f. Sensitivity ' Compari‘ of corporatiox{'s
: Cov progress from one period
g. Projection to another
L4
h. Historical 5. Relating selected Balance

-Sheet items to each other
. i, Debt Repayability
6. Analysis of pro forma
balance sheets for the
next four (L) years
T. Based on past trends, new
economic factors with *°
A reagsonable assumptions to
assess the financial position’
at some future date

o\
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Define the foldowing: K_J’) L

e —— 4 TSRS SR

2

1. E.B.I.T.:

.

2, Debt Repayability: .
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Cirele "I" if the statement is TRUE and "F" if the statement is FALSE.

1,

9.

10.

11.

i2.

13,

N
In financial statement apalysis, current assets are
those which are in the form of cash or those expected
to be converted into cash within 6 months.

Depreciation increases working capital.

The rates of deprecimtion are normally based on the
life expectancy of specific assets and such rates are
established by the bank.

Financial statements normally include:

a. Dbalance sheet,

b. inoeme statement ™

c. statement of retained earnings

d. statement of sources and application of funds

In business, there are diffef’e'nt'methods of valuing

‘inventories.

Depletion contributes to cash flow.

Depreciation is a branch of accounting that deals
with systematically distributing the cost of a fixed
asset over the estimated useful life.

Depreciation and amortization are the same thing..

Vertical Analysis is a technique for analysing the
balance sheet and the income stq:,ement. ‘

i
Any penalty for an income tax off;se may be charged
to the company's expenses.

In the case of limited liability, shareholders are
not liable for the debts of the corporation,

It would be important to relate the funds employed”
to the total annusl sales. /

The method of evaluating inventory will have an’
effect on the profit of a company.

L]

T F
T F
T F
\

T F -
T F
T F
T F
|
T F
T F
T F
T F
T ‘F
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1k,
15.
16.

1T.
18.

19.

-2 ..

The purchase of $1,000,000 worth of inventory will’
have a negative influence on the current ratio.

The collection of $1,000,000 in receivables will
have a positive influence on the working capital
position.

The book value is not necessarily the real value
of a company's assets.

Depreciation is deducted before tax.

land depreciates when it is fully used by & company.

A loan should néver be made to a company vith a

deficit working capital position. -~

Il

86
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Match column "X" Balance-Sheet Ftems with column "Y". ‘Items in.colums
"X" may be used once, more than ohce, or not at all. - Place your answer

in the space provided below.

d.

e.

c('ome ol
Current Assets
Non Current Assets
Current Liabilities
Net Worth-

Deferred’ I‘iabilities

P

.

,

o~

10.
11.
12.
13.
' 1k,
15.
16.

17.

-
LS

3

3

COLUMN "Y ",
Inventory
Receivables

AN

Trade Receivebles
from Associated
Companies
Prepaid Expenses .
Deferx;ed»Charge )
,Patents
Bank Loans
Contributed Surplus
Term I.oan .
Deferred Tax
Accrued Wages 4
Goodwill ,

LS 4
Bond Discount

Leasehold Expens «ft\ '
L,

Subordinated Debt

Outstanding Cheques

Advances to Directors

. over 1 year

o,

-

o
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Match colum "X" wit€ column ™Y"., Items in colufm "X" " mey be “used /
/6nce, more than- once, or not at ali Place your answer in the sp&ce
pronded below. / , o~

. /
A '. SR . . e o
COLUMN "X" ~ ' COLUMN "Y"
.- a. .Stability oo 1+ Age of In\}entorx
) . . [} " . b e ’ N
B. Liquigity - - » -2+ Acid Test :
c. Profitsbility : 3. Age of Payables } v
\ ° ' T : /
d. . Growth * - ) 4., Plant Efficiency
5. Fund Employed per - o
" $ Sale
N - ‘ . " 6. Current Ratio T
AN ‘7. Gross Profit :
8. Debt Pressure - ~
) - 9. Net Profit/T.N.W. L
. & .
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Multiple Choice: Circle the letter of ‘the option that-best answers |
e the question. - « jE— /
- . - ‘\ .
. . ‘
[¢] - , -
1. One€ of the new mathematical forecasting methods is:
N ‘\ . S, ; , > -
, 8. ‘Z-score or Altmen Formula
N b. H-score or Yep Formula -
p + ¢. T-~score or Boyle Formula 5 .
. ¢ .d. G-score or Mirabel Formula : N : '
” | ' N
- 4 ¢ ~
. . . ; . \ . . A / * \'\\
2, This new mathematical forecasting method forecasts: \\
. , - \ -
. a.  failure « . : \
' )
' ! b success L , ™~ ' ‘
. . ‘ » . ' . . . \l\\\ .
N . . - ~\
¢. sucecess and failure BN
v - d. none of the above !
N ' . 1 N . ‘/,' ,
N N . / )
} ‘ A h
- \
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— ‘\\ \ ,
. ' . s , \'R,\\ ’ . vt
- M \ | ' ' ™~ : '
! )
* . ,
. . v \
. . . .
. N\
~ ‘ol
. . . , . \ Y
~ - Il . !
~ A / \
- \ s '
. . ] i
. N
* -
- \ [ ’ '
) b )




~d

s ot i

- - -
.

] ~ ~ 1

PR i
i

N

,provided beiow.

\ .

y T e
; COM "x"
. r a. .'I‘rer,ld
. b. Internal
- S _c. External

e. Vertical -
f. Projection -

8- Histo:rica.l

\ . " ® h. Debt Repayability

d. . Debt Ca.pacit.y .

Match column "X"'with column "Y".
— orfce, more than once, or not at ‘all. Place your answer in the spate

- outside funds

’ Rel‘a.tingy}élected Balance

“90

! - -

. Items in. column "X" may be used

w

L
Assessing the ability to'
incur short and long term

debt : i .

'Relationsﬁip of capital to

Cash flow'analysis tb
establish loan repayment °
Camparison of corporation's *
progress from one period

to another :

Sheet items to each other
Analysis of pro forma e
balance sheets for the

next' four (L) years

-,

-~
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. - ' MANAGEMENT DEVALOPMERT SEMINAR .
Posge‘l‘est - : K
~ . . v a T
1. In financial statemengl analysis, "current assets" are’

those which are in the form of cash or those expected

to ¥e converted "into cash within 12 months. - .
. RN A
AY

Depreciation decresfes working capital.
The rates of d'epre&'.ation are normally';based on the
llfe expectancy of spec1f1c assets and such rates are
establlshed by the income ta.x department.

F:Lna.nc1al statements normally 1nclude :

.

8. Dbalance dheet N ~
b. income statement )
¢. statement of retained esrnings

d. stetement, of sources and application of funds

In business, there are- different methods of \waluing 5?‘
1nventor1es. N N e

Depletion does not contribute to cash fiow.“;,

Appropriation is a method of - providing for possrnle .
losses.

°

Depreciation is a'branch.of'mccounting that deals with
systematically distributing the cost of a fixed asset.

‘over the estimated useful life.

L]

There is a similarity between depreciation a.ndJ
amortization but they are not the same.

Blue Sky is an aecountlng term.
A tender loan is a loan grantedhin sympathy.

A straddle is a 'term used in budget financing.

- »

Treasury stock is'stock that cannot be sold. oo

Vertlcal Analysis 15 a technique for analysing the

balance sheettand the 1ncome statement. ,

Any penalty for income tax offense may be charged -
to the company's expenses.

drahits AT 7 ey v e 4w
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\\ Y ‘ o ' L4 +
T 16. Debt repayability is'whether or not a company cafi - .
) - pa.y its debts within six months. T F
' 17. Put end Call options are rela.ted to Ca.nada Sa.v:mgs ) . !
Bonds. - T ' F
/, 18. You'\must have & strip and a strap at the same time .- T “F
19. ‘A consolidated statement is made up from the
» consol-ida.ting statements. ° R T F o
' 20/ A corporation generally ﬁas a 'board of Ehrectors .
. ’elected by the shareholders. T &« F
21. The method of evalysting invent%)ry will have no ’
effect on the profit of a company. _ . T F %
s ~ e :
22. In case of limited liability, shareholders are . :
;' liable for all the erts of the corporatlon. . ~ T "F (
. 23. It would be mportant to relate the funds employed ) .
to the total annusl sales. -~ T F
r e . ° ’
24, In most’ companles, for- caleculating breakeven gnalysis, ‘ '
expenses can be classlfled under two headmgﬁ w T F .
. ~ 25. The purchase of $1,000“,000 worth‘~ of inventory on N
~— accouft will have & positive influence on the /
current ratio. . T F
. - ! ) R
. ’ 26, The collection of $1,000,000 in receivables will | [
have a negat:we influence on the worlung capital © ¢ . )
S . po\ltlon. . - R F
- _An interim statement and a pro forma statement are (
3 the same thlng. . . T F ;
. 28. A bridging loan is & long term loan extending over ~ ) T T T T T
many years, * T F
29, The book va.lue is not necessarily the real value N
of & company's assets.. T - F
30. Deprec1a.t10n is deducted after tax. ~ T F
& .
31. Land depreciates when it is fully used by a .
company . B - T, F i
32, ‘A loan should never be made to a company vith a ‘
. I .

B T O T I

SRR S

1

==

.
LY

ddficit working capital position. o
v -
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PART TWO

1. If depreciation is not taken, what should be doéne?

Answer:

- _What is one source of debt repayment?

Anhsgwer:

3. Define:. : T \ .

o

Trend Analysis °

- Internel .'Analysis

External Analysis

¢

#Historical Anslysis: )

Progection : - i

Sensitivity

)] -~

4, True cu;'r_ent*ratizn analysis is a test for _ .

*

5. [Patents are assets. -

k]

‘6. A client needs a $50,000 loan to temporarily increase his inventory.

~ He needs a lecan.

7. If you have a $2 par value stock and you sell it to' the public for

$L46, what would your contributed sirplus then be?

[

Answver: - A

8. A client needs a $100,000 loan to purchase equipment. In the normal
course of events, what kind of loan would he require?

Answver:

9. Fixed Costs § -

Contribution ‘ ‘ ‘ '

~3
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10.

11.

12.

1L.

1T7.

18.

-

- ’ -5 \

Inventory is classified as a: ° w
. ..

.a. current asset .

b. fixed asset ‘

. ¢. non,current asset '

d. cur:i"ent 1liability

N I
'

Receivables are

96

———

Prepaid expenses are: .

a. assets .
b. liabilities
c. deferred liabilities -
d. ' net worth . -

-

Deferred charge can be found in:
a. current asset section
b. current liebility section
¢. non current asset section -
d. . deferred lisbility section

[}

Accrued wages should be shown under what section of a balence sheet?

Ansver:

re s , - L4
-

Goodwill is an asset,

What is. bond discount?

Answer:

4 -

Leasehold improvement is an expenditure relating to property that is

rented. T F 3 s

Subordinated debt is a deferred liability. . T F

o SR nicie T
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98

4

. . ) ) . X
1. On a scale of 1 to 10 (totally ineffective to extremely effective),
| please rate this seminar. '

IS

[

a.

.

" 2. Using the 'same prirciple, raté the following:

e 3

Instructor's knowledge of subj ecit matter

3. Did this seminar meet your expectations?

How?

——————
—————
—————

To some extent

" To a great extent

Not at a]El

No comment

]

totally , extremely
"unknowledgeable RNy knowledgeable
Organization and coverage of subject maLtter
totally . extremely
unorganized —L SR L] organized
Case study appraoch
totally ‘ " extremely
ineffective - NNy, effective
Team work -
¢ totally . ' extremely
useless [/ /1L /L] useful
Handouts
totally ' extremely
useless IR yNNNNN useful

R

.




L.

5.

‘b.\ Financial analysis ° b

. : " 99

7N .
Do you feel you benefited professionally and personally frcxn this
course? In vhat way (s)? - .
Profe551onally:
Persgonally

Do you expect that your career will be influepced by your
participation in this seminar? In what ways?

. Yes

, No ~ \ '

Did the course assist you in deireloping a better understanding of:

NOT AT TO SOME " TO A GREAT
ALL EXTENT EXTENT

a Business strategies

c.' (Credit judgements

d. Understanding
collateral security

e. Problem solving

f. Decision making

g&. Msnaging one's own
potential

h. General business .
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. -3- .
,/! - o .
A [ -

7. What aspects of this course did you find MOST helpful?

9. Have you any suggestiong for improving this seminar?

i

L] . i
.

10, , DG you feel this course should be continued?

Y_es Whyr?

L
No Why not? '
2
11. Coamment on the LENGTH of this course.

Too long: ’
Too short Comments: i .
.Adequate )

\

™~

L '
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12.

13-

1k,

15.

“POSITIVE:

101

-4 -

£

Comment on the LOCATION of this course.

¢

Good

Bad
Comments: s

Okay

Indifferent

How do you now perceive this experlence from a POSITIVE and a
NEGATIVE point of view? -

3}

4

NEGATIVE: ' ‘

Fou
S

In your opinion, does it make any difference who should attend this
seminar (i.e. educatlon vs experience or background)? EXPLAIN YOUR
RATIONALE

=]

How do you generally feel about the whole group?

) -
<

. . .
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16. Comment on the following:™

Workload: ‘ .

¢

Testing : N

a [

r 14

:
17. Do you feel testing should be allowed when it is conducted solely to
measure thé degree._of learniqg and the progress of a group?

Yes

/
No ‘ .“ b q
Indifferent |, S ’“\

18. Do you feel this type of testing was: .

e ) o . . /
Useful . \ ’ . )

‘ ’ Useless

Indifferent ' . .

N N

19. Has this TESTING business UPSET you in any way? \

3

Yes  Why?
e?"?m : - /

i S

-

No . 1 R

ks

. " .
20. How would you ‘now rate your self-confidence regarding commercial
credit as a DIRECT consequence of this seminar? )
] f

Below Average J{‘/ // /[ /[ /[ - Above Average .

a
» ¢

. ) , » , - \
2l. Do you feel that otherg might befefit from exposure to a' program
such as this?

Yes

No

1 L]

.
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25.

26.
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How would you rate the CA presentation?
Totally Useless NN ENY Extremely Useful
o ‘ | . 3

Do you feel that an on-going career development program in commercial
credit at diffferent levels should be offered to you by the BANK?

Yes . '

No \\
Could this type of courgg be done at the district level?

B a

Yes

No
EXPLAIN YOUR RATIONALE: )
If you had any sa&“at all, what changes wéuld you make regarding this’lévvﬁ

_ seminar? R ‘ ' Tl

General Comments: .

P N

B s et Do ia s e s Rl PN Dt moAdow 3y b s e o AT 4 M DAL G e M ok
"

|
|
i
!
!
!




* .

”»

ATTITUDE INVENTORY III

b e e -

(SEN




v S~

Bk . —m—crey Ve -

i A &

A TS Or T oo s s =

B R S At LI R

. o o 105
f v v '
‘ ATTITUDE INVENTORY III )
.CODE: _ -
DISTRICT: '
. ) . ,/
) ' » . n

PART 1: GENERAL INfORMATION ' ‘ g

 ‘ 1. Are you still on the Management Development Program?

-

Yes

- No

\ - N

2. If NO, what is your present positio;?

’

3. 1If YES, when do you expect to qgmplete the Management Development
*  Program and in what capacity? \ .

i
N

Approximate Date:

Expected/Positién: ’

1 ) s
(Please try to be specific--what are you hoping/aimingafqr OR what does

personnel or your supervisor have in store for you?)

\

. COMMENTS: ' ‘ : ,
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; PART II: UPDATE _ ‘ | .

This section de&ls with YOU and the present ON-THE-JOB Management
Development Program. ' '

" On a scale of 1 to 10 please rate the following:

1.

To what extent is the knowledge dcquired at the Management
Development Seminar RELEVANT to your present job/duties?
totally ‘ , . extremely ,
irrevelant /[ /1)) relevant

How would you rate your degree of INVOLVEMENT in commercial credit ,

at your present job?

3

totally extremely
uninvolved /1)L ] © involved
. . " &

. ’ -
Rate the USEFULNESS of the concepts learned (knowledge acquired) at
the Management Development Seminar in relatioh to ypur present job/
duties. , “ .

totelly . extremely
useless NNy useful

[

To what extent have you been able to APPLY new concepts (knowledge
acguired) i.e. Altman Formula, ratios, ect. at your present job?

not at . ‘ to a very
all" NN NNNN great extent

N

Gehérally speaking, how would you NOW'rate your SELF-CONFIDENCE
regarding Commercial Credit as a direct result of the.Management
Development Seminar? . :

no confidence
at all NN confident

Commercial Credit?

. -totally

) " lextremely
ineffective [ 114

effective
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T. COMMENTS: . ] -

wt

> .
PREDICTIONS

Thiz section deals with YOUR hopes and expectations once you have
com#leted the Management Development Program. "

To the best of your knowledge and experlence aJ the bank, please rate the
following:

<
|

’ ~
1. Rate your chances of obtalnlng a p051t10n in ¢ mmerc1al lending once
you have completed the Management Development Pfogram.

below above
average NN average

2. Rate your chearnces of
lending once you have completed the Management Devélopment Program.

above
average

below
sverage

(L]

\

3. DEFINE what "responsible" means to YOU.
N , .

4. To what extent will the knowledge acquired at’ the Management
Development Seminar be RELEVANT to your EXPECTED position/job?

extremely
_ relevant

totally
irrelevant

(L L1

5. Do you expect ‘the concepts learned at the seminar will be USEFUL to
you in your FUTURE’posi;ion/job? -

totally
useless

extremely

NN useful

em: < s w b s . R

obtaining & "responsible" position in commercial

LI
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‘ _6. To what extent will you be able to APPLY nev concepfs (knowledge .
. acquired) in your EXPECTED job? ’ <
\_; . \ : ) 3 '
- . not at .o to a very
all - [ L/ )] [ ], ereat extent
' ™ ) J . L 4
Fm . : ' :
‘ T. Estimates your degree of SELF—,CONFIDENCE regarding COMMERCIAL CREDIT
+ upon completion of the Management, Develo];ignent -Program.
N 3 : ° %
! below ' above
! average | NN NN average
s ¢ : : e .
. . - ' ) ’ ¢ )
F 8. COMMENTS: . -
" - —
« - a .
° .
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! Y - - L4 ' , ’ N
]
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e PART IV: EVALUATION B " e
) The aim of this section is to receive objective feedback on how you NOW
. feel about the measurement procedures used in the evaluation of the
Management Development Seminar/Program. .
. / ' . L .
1. What are your.feelings regarding this type of evaluation procedure?
POSITIVE ’ ‘
Ly
NEGATIVE 4
INDIFFERENT:

- 2. EXPLAIN:

MANY THANKS .

.,
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CURRICULUM FOR MANAGEMENT DEVELOPMENT PROGRAM

/

. SUBJECT ) L

The Corporate Stiructure
The Capital Structure .
The Financial Struecture | N
The Corporate Size-Up ) 2
Derivation of. Business Accounts
Read Statement Information ey -
Relate ’ ’
< Interpret .
Interview Preparation
- Banker/Client Interview = ¢
/ Collateral Security - General

-~

. Negotiable /
. Non-negotiable /

' Collateral Security
"¥ Y - CollatePal Security
. Collateral Security
Collateral Security
Credit Appraisal
Credit Subtmission .

The Whole Company

Scope
Documentation
Value
Recovery

. Liquidity .

. Stability R
. Profitability

« Growth

a =~
The Big 3 C's s
. Character
. Capacity
. Collateral

Empirical Studies !
(List of Studies - see. Note 1)

111
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E.B.I.T.

Coverage Interest
Coverage Payments
Selected Ratio Analysis

. History *

. Techniques

. Computation & Meaning
. Historical

. Trend .

. Internal

. External

. Projection

. Vertical

. Sensitivity

Measuring & Qontréll:i,ng Statement Inf
The Pipeline

« The Length
. The Width

»

Working Capital

14

» Importance to Lender .
. Measuring ‘ .
“. What it is -- What it isn't
. Permanent . -
. » Temporary

Depreciation -
Amortization ,
Depletion

Capital Cost Allowance
Deferréd Tax '

Perils of the Wicked World

. Econmmic Excuse
. Big is Beautiful
* . Figures are not Impbrtant
. Overvalued Assets ¢
+ Overstated Incaome
. Appetite for Borrowing
. Magic Formula
« Gunslinger Mentality
; o Come on in -- The Water's Fine
(Misery Loves Company)

112
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To-'Avoid the, Perils

N

Question .- and question, and question

. Analyze - to understand

Relate ~ to other things internally

. Compare - to other things externally

Cash Flow

Verify - to make sure its really there “—
Insist - on the information you need

Probe - until you really understand '
Persist - never give up

Internal

. External

Short Term

. Intermediate Term

Long Term P
Debt Capacity

. Debt Repgyability

Term Lending

Call on a Client
Call on & New Client
New Business v

Business Reports

Behaviour of Expenses
Practical Application B/E Analysis

Income Tax

Acquisition of a Business
Assets/Shares Purchases
Stock Market - To & Banker

The Exchanges

Securities Commission Lot .
Listed/Unlisted .
Financing '
Common/Perferred, Special, A/B Bonds, .
Debentures, Options,  Rights, Warrants

New Issues

Collateral /Financing/Risks

Gold & Dross
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* Associated Companies }
Consolidated Statements S ‘ ;
Consolidating Statements - . .
Warning Signals , ‘

Auditors' Reports - Nature & Significance > o

Profits - 'The Dues < ‘
(That must be paid to stay 1n business) { -

tThe Audit Gap

Pecision Making

When to Say Yes 9

How to Say No ‘

Size-Up of a Company vs Eyebail.lmg

The Corporate/Internationsl Banker

Total Management

r

. Identifying Problems - . e

. Solving Problems . ' '

. Making Decisions \

. Working Through Others

. Management of Time

. Personnel

. Motivation

. Delegation & Training
. Self-Confidence e

. Leadership Styles .

. Understanding People

.~Communications -

. Devglopment Process

. Getting Things Done

T

»
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NOTE - 1 (Empiricael Studies) . ! . ~

Synopsis of Seminar Writings relative to research and fiRancisl
breakdown.

%4 !

\ 1

"Pinancing Small Corporation in Ma.nufacturlng Industrles
Charles L. Merwin.

. \' .n. .
. 939 firms studied - ‘
. analyzed an unspecified number of ratios
. found the threg most sensitive in predicting
"discontinuance" of,firmsias early as U or 5 years
‘ PR current ratio -~

- net working capitel to total .&ssets
- net worth to total debt

They all exhibited declining trends beforg dlscontlnuance and were at
all times below estimated normal ratips.

"Chenges in Financiel Structure of Unsuccess.i‘ul Firms" )
Arthur Winakor & Raymond F. Smlth k X

.

. 183 firms.studied
. 21 ratios an&lyzed--

. concluded the retio of working eapital to total assets was the most
accurate and relisble 1ndlca.t10n of failure

/ ! s

-

"Symptoms of Industrial Failures" o .
\ ¢Pa.u2‘l¥ J. Fitzpatrick £ s L '

"A Compariscn of the Ratios of Successful Indusl.rial :
Enterprises with Those of- Failed Companies"
Paul J. Fitzpatrick £

. 20 firms that failéd ’

. 13 ratios - 5 year trends

. 19 firms that all ratios predlcted fallurex to some extent
. found that all ratics prechctéed failure to some extent

N

- The best predictors wersg found‘to be:

+ return on net worth i
- net worth in Debt Ratio - | ‘

They all exhibit trends before dlscontlnuance and vere at a.ll times
below estimated normal ratios.

4
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: "Financial Ratios as Predictors of Failure"
P William H. Beaver .
The author found that financial ratios proved useful in the prediction
of bankruptcy and bond default at least 5 years prior to such failures.
M . C y . .
"Corporate Bond Quality & Investor's Experience"
-, W. Braddock Hickman ‘
. focused on companies in debt default
. times interest - earned ratio .
o + net profit ~ to gales retios _

. were useful predictors ,
¢ "The Determination of Long-Term Credit Standing with, Financial
Ratios" . " Ve,

James 0, Harigan ) ®
‘The investigation‘o;c‘ the ability of ratios to predict bond .rating cha.ngés_'
found the rating changes could be correctly predicted. .
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