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BSTRACT
he main aim of this study is to empirically examine the relationship between foreign exchange

sk management, human capital and financial performance of ABC forex bureaus in Kampala.
irawn from literature, independent variables namely foreign exchange risk management and
uman capital will be formulated to link each research question per relationship and joint effect
n Performance. The research motivation will be the unstable financial performance in sales
olume and profitability of ABC forex bureaus within Kampala.

he cross sectional, correlational and descriptive study designs will enable the conceptual
-amework in the deliberate survey and will ease a structured interview schedule for data
ollection using proportionate stratified and purposive sampling on 103 firms. This caused a
:sponse rate of 90.3 percent (n=93). Statistical Package for Social Scientist (SPSS) Version 17
:sted for descriptive, rotated component, correlation, multiple regression and Variance analysis
indings show significant factor inter-correlations between dimensions. Pearson’s correlation
oefficient (r) revealed that Foreign Exchange Risk Management proved a stronger positive
ssociation and predictor effect than the moderate Human Capital with regard to Financial
erformance. In addition, a multiple regression test showed a joint positive impact of 16.6
ercent by both human capital and foreign exchange risk management to predict the financial
erformance. This significantly proved the conceptual and research literature.

lanagement insights and improvements on the indirect role of human capital and foreign
xchange risk management can boost competitive advantage to better financial performance.
‘orex bureaus should endeavor procedural reforms in operations, in-house training, optimal

orex strategies, networking and needs assessment for firm specific human capital.

{ey words: Foreign Exchange Risk Management, Human Capital, Financial Performance.




'HAPTER ONE

NTRODUCTION

.1 Background of the Study
ince 1990, forex bureaus were liberalized to transact as currency outlets in the private sector of

'ganda. Several firms have been incorporated and licensed in Kampala as a dominant currency
woney market. The Uganda Forex Bureau and Money Remittance Association ([UFBAMRA]
009) reported over 94 percent of national forex bureaus transact currency trade within Kampala
usiness city due to high foreign currency circulation. However the emergence of global
nancial crisis in 2008 caused more reactive fluctuations in sales and profit performance. The
srex report (2009) stated an annual average of five closures with low business performance as
anagers regretted low currency spreads and underpricing. Their nature of ongoing business
stivity was inevitably vulnerable to foreign exchange risk to cause overtime performance
ariations. Oxelheim (1984) defines foreign exchange risk as the risk of change (gain or loss) in
1e company’s future economic value due change of foreign exchange rales. It is manifested by
<posure, the degree to which a company performance is affected by exchange rate changes.
hus, Shapiro (2006) suggests adherence to foreign exchange risk management, which involves
wrency assessment (identification and quantification) and designed counler-strategies against
sreign exchange risk.

he performance of ABC forex bureau is highly financial in naware. It hence affected tunough
Ny net cash flows, low sales turnover and uncertain profits due to exchange rate volatility in
1c era of globalization. Mutebile E. (2011) stated that Uganda Shilling (UGX) per US Dollar is
ndervalued and further depreciation will be counteiproductive as seen in Appendix 5. While
xchange rate fluctuation is a recurrent event, it is a challenge to acknowledge foreign exchange
sk after realizing financial distress by dismal profits or loss performance.

JFBAMRA (2009) indicates that total market turnover from July 2008 to April 2009 declined
y about 27 percent from US$ 16.8 biilion to US} 12.3 billion. As at December 2009, the ABC
“rex bureau subsector had overall net afler tax lossof UGX 289.8 million (Background to the
sudget, 2010, 32). This loss debates how foreign exchange risk management handles foreign
xchange volatility to achieve earnings. Bank of Uganda ([BOU], 2010) states the January-June

urchases (929.86 million US dollars) by forex bureaus outweighed corresponding sales (791.14

1




illion US dollars) by a 17.53 percent to reveal unfavourable sales performance whereas
1onthly remittances were erratic between 25 million US dollars and 40 million US dollars. ABC
yrex bureau has consistently faced reduced performance in the money market. This raises
oncerns as to whether prevailing performance gaps reflect their statistics in Kampala.

ike foreign exchange risk, the human capital is an unpredictable factor whose skill level, trade
xpetience, education qualification and training fluctuates due to liberal entry and exit in the
yrex sector. At the same time, management of ABC forex bureau target sales returns and profit
s key business objectives. While Bartel (1994) and Russell et al., (1985) relates training
rograms to productive performance, ABC forex bureau in 2009 acknowledged gaps in
ustomer care and service delivery while firm training agenda was rare due to competition,

Ve would like to encourage our members not to compete on rates, but provide better
srvice delivery to attract and retain their customers. For this reason, we plan to continue
apacity building for members on specific needs and performance monitoring through the bureau
aiting scheme. (Kiiza. C, 2009, p.5)

Tncertainties by the role of foreign exchange risk management and human capitai have been
cknowledged within the forex bureau association. This calls for an investigation on the low

erformance statistics of the ABC forex bureau in the curreni regulatory framework.

.2 Statement of the Problem
‘he ABC forex bureau in Kampala has continued to expericnce routine fluctuations in annual

inancial performance. The ABC forex annual report (2009) revealed low multi-currency spreads
nd limited human capital agenda. The first half of 2010 had low sales volumes and profitability
avels which further threatens {inancial distress on business existence and expansion of ARC
srex burean. Other Stakeholders like BOU and the forex association have pas tly addressed the
npredictable currency rates and human capacity. Despite management effort for firm-specific
uman capacity and forex risk control, ABC forex bureau is highly characterised with low
inancial performance yet adhered to sales and profit objective.

nadequate practice of foreign exchange risk management and shortcomings in human capital

ould have a possible direct relationship on the performance of forex bureaus.




1.3 Purpose of the Study
The purpose of the study is tv investigate the relationship between foreign exchange risk

management, human capital, and performance of ABC forex bureau in Kampala.

1.4 Objectives of the Study
Specifically, the intended objectives of the study are:-

. To establish the relationship between foreign exchange risk management and performance of

‘orex bureaus.
i. To establish the relationship between human capital and performance of forex bweaus.
ii. To investigate the effect of human capital and foreign exchange risk management on

werformance of forex bureaus.

.5 Research Questions
n order to address the research problem, the lollowing were research questions:-

What is the relationship between foreign exchange risk management and performance of forex
ureaus?

. What is the relationship between human capital and perforn.ance of forex bureaus?
i. What is the effect of human capital and foreign exchange risk management on performance of

yex bureaus?

6 Scope of the Study
6.1 Content scope of study
his study will focus on relationship between study components namely foreign exchange risk

anagement, human capital and performance of ABC forex bureaus.

6.2 Geographical scope of study
he study will be confined to ABC forex bureau wu‘nn the business d13trlct of Kampula, BOU

010) states that Kampala hosts at least 94 percent of national forex bureaus.
6.3 Time scope
1e study will take a period of 3 months, from March to May, 2014, This period is taken since it

ill enable the researcher collect enough data concerning ihe study topic.




1.7 Significance of the Study
There are possible contributions which this study may cause:-

1. It will improve knowledge based contribution on active currency risk management
practices and human capital components within the currency market. Investors and
practitioners will adopt optimal business plans for competitive performance in term of
profits and sales volume.

ii. It will be an academic resource to append to the existing gap between human capital and
foreign exchange risk management. Findings will guide further research studies to narrow
the theoretical gap with regard to human capital.

iii.  The study will show the state of currency risk management in the ABC forex bureau
subsector to cause informed policies by stakeholders. Supplementary internal controls
may control potential financial distress due exchange rate volatility.

iv.  Most studies are qualitative and focus human capital to organizational performance of
large firms. This quantitative study will link the two independent variables to
performance of forex bureaus with respect to managerial responses

v. It will contribute to human capital literature by focusing on Uganda. Unlike foreign
countries which are highly globalized, evidence from this study may provide insights

with reference to Kampala.

.8 Conceptual Framework
figure 1: Conceptual Framework

ndependent Variable(s) Dependent Variable

Foreign Exchange Risk Management

h 4

e Currency risk assessment (A1)

s Currency risk strategies (51) Performance

¢ Sales Volume {v1)
e Profitability {p1)

A

Human Capital Y
o Skill (SL1)
¢ Training (T1)

e Experience (E1)




Source: Adapted from (Evans et al., 1985; Shapiro 2006), (Barney 1991; Becker 1993),
(Gopinathan, 2009a; James, 2009)

The above model, Figure 1 evolved from prevailing literature review for relationships between
foreign exchange risk management, human capital and performance. Evans et al., (1985) and
Shapiro (2006) state that currency risk assessment and strategies will mitigate foreign exchange
isk i exposed firms. Barney (1991) relates trade experience and valuable training to focus on
srofits while Becker (1993) agree that managerial skills, advanced education, knowledge and
ntellectual capability have key strategic contributions to firm performance in any business
:nvironment, Performance can be viewed in financial perspective through profitability and sales
/olume or growth. Gopinathan (2009a) and James (2009) emphasized profits/sales affect
serformance and their ratio analysis can be performed from financial statements to measure

serformance. From the model, independent variables can have a joint prediction on performance.




CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction
This chapter will review prevailing theories, models and concepts of variables and constructs in

his study. The related literature is about study variables namely foreign exchange risk
nanagement, human capital and performance as well as their interrelationships according to

esearch objectives.

.1 Foreign Exchange Risk Management
{irt C. Butler (2008) refers foreign exchange risk as the risk related with the unexpected changes

o exchange rates and foreign exchange exposure as the extent to which unexpected changes in
xchange rates affect the value of a firm’s assets or labilities. Taggert and McDermott (2000)
ssert thal forex related firms are subject to foreign exchange risk on the payables and receipts in
oreign currencies. Evan et al., (1985) defines foreign exchange risk management is a program of
ssessment (identification and quantification) and counterstrategies to mitigate exchange rate risk
nd saves firm's economic value. Kirt further adds foreign exchange risk is a financial risk 1o
1anage value creation and loss prevention in a firm by internal and external financial tools. Piet
nd Raman (1995) say spot rate changes are offset by changes inflation though small firms may
epend on unstable currency rates for profits.

orex trade is influenced by the theory of purchasing power parity where exchange rate is
elermined by the price levels in domestic and foreign countries. Thus foieign exchange risk
1anagement is essential on volatile floating excharge svstern for survival of small forex related
rms. Foreign bureaus are business firms exposed to thie foreign exchange risk by nature of trade

specially in the current financial crisis in Uganda.




2.1.1 Currency Risk Assessment
According to Shapilo (2006) and Evan et al., (1985), currency risk assessment involves a process

of identification and quantification of foreign exchange risk. Caution and evaluation is necessary
for cost and benefit analysis for sales and profits of the firm treasury.

Identification of Exposure.

The unpredictable features of foreign exchange rates define the typical nature, source and effect
>»f exchange rates to cause exposure. Shapiro (2006) further indicates three types of exposure

iamely translation {(accounting), transaction and economic exposure.

1 Translation or accounting exposure — It is the effect of changes in exchange rates on the

ranslated (accounting) values or items of financial statements of a firm in foreign trade. It arises
Yom accounting based changes of reported itemis in consolidated financial statements due to
‘oreign operations. Allen (2003) treats currencies as an asset class whereas only curtent assets
ind liabilities are exposed.

Translation exposure targets on the firm's accounting values while transaction and economic
sxposures affect cash flows and its impact on the economic or market value of the firm.
Turthermore, financial statements have to be translated in order to facilitate investment and

inancing decisions.

) Transaction exposure — This describes the financial sensitivity of gains and losses to firm’s

ealized domestic cash flows due to cxchange raie changes. Basically, it aifects outstanding
inancial obligations prior to a change in exchange rates.

iteman et al., (2001) adds that it determines ouistanding financial obligations incurred prior and
\fter exchange rates change. Variations will be inevitabie in the financial position of the firm in
erms of direct quote rates for receipts or payments. Therefore it is regular for transaction
sxposure to affect foreign denominated payable or receivable from the moment the seller quotes

:xchange rates to a potential buyer for orders and bills.
1 Economic exposure — This is an effect of exchange rate changes on revenues and operating
:xpenses of a firm. It is also called competitive or strategic exposure because it upsets the firm’s

ong term competitiveness. Pantzalis et al., (2001) adds that future operating cash flows are

iffected by real assets and liabilities, sales price, sales volume and production cost. Although




both translation and transaction deal with future cash flows, economic exposure refers to cash
flows changes generated from operation.

Direct effects on sales volume arise from corporate competitiveness, political climate or
nvestment policies of the domestic country. Identifying of economic exposure is relatively hard

1ue forecasts of future transactions and competitors.

Juantification of Exposure

Chis concerns measurements of any form of exchange risk exposure.

1 Measurement of Translation exposure is by the International Accounting

standard ([IAS] 21.9-44, 2009) that adjusts current asset value by current rate while historical
ates convert non-monetary assets. Since exchange rate changes affect assets and liabilities, it is
ppropriately translate the statement of comprehensive income and financial position to the home
urrency.

‘he current exchange rate is used to translate all account receivables and payables, short and
ng term debts and inventory and plant equipments with the exception of commen stock which
s translated at historical exchange rates.

lowever ilems in the statement of comprehensive statement can be translated using current rate,
n average or weighted average exchange rate over the reporting period. The Monetary/Non-
1onetary methods of translation accounting translates all monetary assets and liabilities like
101t term debts at current exchange rates and all non-monetary assets and liabilities such as
Juipments and machinery at historical exchange. This method assumes that only monetary
ssets are exposed to exchange risk. Current assets and liabilities like short term debts are
anslated at current exchange rates while non-current assets and liabilities such as long term
=bts and machinery are translated at historical exchange rates.

hus only current assets and liabilities are assumed to exchange risk.
1 Transactional exposure is determined by variability (percentage appreciation and

spreciation) of the currencies for outstanding transactions and value-at-risk method.
ariability may be where forex bureaus have account receivable when sold at loss or at a
:preciated rate whilst the purchase rate of the inventory currency was higher. For examples

lying a US dollar at UGX 2,650 and selling it at a depreciated rate of UGX 2,600. Transaction




sxposure arises because there is some risk that the firm might instead receive an amount less than
‘he minimum UGX 2,650 for one unit of US dollar. An appreciating home currency is a cost or
ransactional disadvantage.

Value-at-risk method employs the historical simulation approach of data of transaction cash
Tows and simulation. Kirt (2008) says the value at risk is potential losses over a certain time
10rizon using a certain confidence level or probability hence error margin. This method is widely

1sed in transaction risk measurement by regression modeling.

AFor economic exposure, Van .D et al., (2004) and Kirt C. (2008) insist that Value-at-Risk

nodel measures actual and potential loss of portfolio under a certain probability or confidence
nterval (z%). Economic risk is also the sum of translation and transaction exposure. The present
ralue of a company is measured from changes in future operating cash flows caused by
nvironmental unexpected changes in currency exchange rates.

‘he analysis of economic exposure assesses dynamic exchange rates on a company’s own

perations in future position relative to other companies.

.1.2 Currency Risk Strategics
hese are control techniques to mitigate exchange risk exposure. Shapiro (2006) categorizes as

edging strategies by currency risk transfer, reduction and risk retention.

qurrency Risk Transfer, This is when consequences of foreign exchange risk are shifted to
ounterparty by contractual acceptance. Various authors and studies explain risk transfer
ontracts without impact to risk levels. These include forward contracts, currency futures, money
1arket hedge, currency swaps, currency options and diversification.

orward contract - Principally, a forward contract involves pre-selling or buying a particular
nount of currency at a specified rate now for future delivery. Currency forwards stop exchange
ite risk for company’s receivables or payables. Giddy and Dufey (2000) notes forward deals
1th specific currency amount and specified rate now, avoids exposure upon delivery at maturity
ate despite locked future gains.

urrency future - It is a commitment to deliver a specific amount of a specified currency at a
secified date for an agreed price incorporated in the contract. Futures perform [ike forwards but

{ffer by marketability, any time liquidity, standard size, flexibility and economy by commission.




[n contrast, Van Horne (2002) assures stable cash flows with flexible but standardized currency
futures where specific currency volume(s) with independent rates are delivered on future
specified date (s) or periodic intervals.

Woney market hedge - This is the borrowing of transaction currency amount, immediately
sonvert the loan into the company’s operating currency and then repay foreign currency loan
vithin a cash settlement date with the proceeds of a particular transaction. The difference
>etween the money market hedge and the forward hedge is that the cost of money market hedge
s determined by different interest rates rather than a forward rate quotation.

Ziteman et al., (2007) relates money market hedge with differential interest rates by converting
theap foreign loans into operating currency for gainful transactions to repay using proceeds
refore settlement date.

“urrency swap - Sun et al., (1993) adds currency swap where counterparties exchange equal
nitial principal of two different currencies by spot rate and comparative advantage. Though a
ostly third party offsets default risk. In general terms, a currency swap is when two parties,
isually between a bank and a company to exchange payments denominated in one currency for
rayments denominated in another. The usual aim to replace cash flows scheduled in an undesired
urrency with flows in a desired currency to raise capital in currencies of no significant revenues.
Taving raised the capital however, the company may wish to swap its repayment into a currency
n which it has future operating revenues.

Jurrency option - is a derivative instrument where the owner has the right but not the obligation
> exchange money denominated in one currency into another currency. at a pre-agreed exchange
ate on a specified date. It thus avoids potential exposure as counterparties have free and open
hoice to trade currency amount at specified rate before expiry date. Ross et al, (2005) states the
older may buy a call option while a writer may sell a put option.

‘he rule is to hedge expected foreign currency cash flows with forwards, and uncertain foreign
ash flows with options.

diversification - Currency diversification is the spreading of your investment across different
lobal currencies such as sterling pound, yen and the Euro. Belk et al.,

1993) identifies with diversification as a defensive reaction where exposure is mitigated by
preading risk or currency assets into several portfolios or currency outlay. It is due to

omparative advantages of stronger currencies. Uganda's forex bureaus do diversify to

10




remittance services and may involve shifting markets or service lines. Diversification eases
swrrency conversion and minimizes forex risks by extra flexibility to switch currencies.
International borrowing is used to minimize adverse foreign exchange risk by borrowing a
weakening currency. If borrowing is spread across many currencies, it is unlikely that they will
ippreciate at the same hence low risk level. Borrowing can be done coincidentally with money
narket hedge methods.

Surrency 1isk transfer techniques have relatively higher cost in negotiation and time than other

echniques.

1 Currency Risk Reduction, These are methods to reduce the likelihood and severity of

oreign exchange risk exposure. A firm can opt to lead or lag, net off, match cash flows and
nvoice in stable hard currency.

eading and lagging - An additional operating technique that can be used by companies is
cading and lagging foreign currency receipts and paymenis. Leading reduces exposure by
repaying in soft currency and the practice of lagging is about accumulating accruals till the
ales quote favours the creditor. The effect of hard currency payables is low hence timing
ontrols exposure.

v company would | lead soft currency receivables and lag hard currency receivables to avoid
»ss from depreciation and benefit from appreciation of the hard currency respectively

letting - The strategy of netting applies when the company and its branches net off intra-
rganizational currency flows at the end of each period and hence hedging. This saves a
ompany branch or subsidiaries by balancing receivables against payables in a two-way intra
rganization flow. The net balance is the only exposure to hedge hence risk saving. For example
UGX 20 million branch transfer to the main company owing 40 miliion: A netsoff UGX 20
iillion, rather than the corporation’s UGX 60 million transaction is only exposed. Netting
wther saves transfer and commission costs in the two-way flow in the same currency.

latching — Timing benefits another tool called matching. This is a technique similar to netting
‘here a company strives to match its currency outflows by its anticipated currency outflows with
nount and timing. Here outflows suitably paired with inflows of same expected currency
nount. Firms produce a benefit in the form of spread-saving (Price Waterhouse Coopers,

791, 219-221). For example a {itm anticipating receipt in a specific currency may match it with

1arranged outflow of the same currency hence natural matching.
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Parallel matching can be used whereby a company tries to match cash flows in currencies that
move closely together over time.

Currency invoicing — By using the strategy of hedging through the choice of invoice currency, a
>ompany can shift share or diversify the exchange risk to avoid exchange risk anymore. It has
nerely shifted from the dealer to the buyer to share exposure for example invoicing half of the
ill in home currency and the remaining half in the currency of the buyer. The risk is then halved
vhen a chosen invoice currency is presented at the same time as the sales quote or sales contract.
Jominant substantial market power can use this method as, Oj et al., (2004) favors currency
nvoicing in both stable currency and sales quote. A depreciating currency will maximize profits

ience hedge against gross loss.
1 Currency Risk Retention, This is an organizational retention of funds to offset unexpected

oreign exchange risk where mitigating cost outweighs perceived benefit.

\ccording to Shapiro (2006), some firms are risk neutral to foreign exchange changes in the long
un. This cails for investment in higher returns to exceed loss or risk potential overtine.

oreign exchange risk management tools are not only {inancial hedge tools but also a strategy

ssociated with certain benefit.

.2 Human capital :
luman capital is getting wider consideration with the recent economic down of 2008.

zinkowski (2000) defines human capital as the know-how, capabilities, skills and expertise of
i organization members. Measurable considerations include skills, formal education,
nowledge, experience, training, talents and habits embodied in employees 10 ably add firm s
onomic value. Rastogi (2000) further states that human capital has no substitute to truly
otimize and focus firm strategy.

his confirms that firm’s employees to provide agency skills, technical competencies, experience

1d knowledge to increase financial performance by quality and quantity.

2.1 Skill
skill is the ability and capacity got through deliberate, systematic and sustained effort to

tecute complex activities or functions. It involves ideas (cognitive skills), things {technical
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skills), and/or people (interpersonal skills). Lengnick-Hall, C & Lengnick-Hall, M. (1988) agreed
skilled employees created opportunities to influence strategic choices. Specialist employees can
srganize skill profiles to meet changing needs. Peteraf & Barney (2003) asserts that employees
with proficient industry-specific skills have competitive advantage to optimize firm value. Dess
% Picken (1999) calls for self-capacity building on human capital as debate is rooted between
irm specific human capital as opposed to the industry specific skills. Ritzer & Stillman (2001)
wlds that most customer service jobs require little skill due to capitai intensive technology.
scripts have eliminated communication skills as opportunities today are determined by
:omputerization instead of improved personal skills. Studies have focused on perceived valued,
are, inimitable and organized skills for firm performance. The challenge for firms to develop

trategic plan for accomplishing their mission, strategic goals, objectives and strategies

«2.2 Training
Joe R.A, (2001) claimed that training is a planned effort by an organizaiion to facilitate

mployees’ learning of job related tasks. It complements development through attitudes,
clationships and assessments of personality. Organizations that devote considerable resources to
raining also understand the value of evaluating the training process. Mann (1996) states that
espite investment in training, organizations can frequently fail to evaluate training output.
lonsistent with eight previous findings concluded thai small firms studied had limited use of
tructured training while Huang (2001) agreed that a well-educated and trained workforce is
ssential for organization’s competitive advantage. With huinan capital theory, Becker (1993)
ompliments training with educationn and skill as the best investment for empleyees while
lastanias & Helfal (1991) argues that proficiency differences. determine the outcomes of

ompetitive advantage.

.2.3 Experience '
his concerns familiarity with a skill or field of knowledge acquired over months or years of

ctual practice for superior understanding or mastery. Friedman (2006) suggests orientation to
reate clear sight for new employee’s work to create success. A major problem today is
mployee retention in a competitive business environment. The best talent is quickly takén by

ther employer. Thus there is need for talent management and 'effective regulation of human
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-apital resources. The fundamental aspects of any organization are to generate more revenue and
income per employee. Strategic management of human capital is therefore necessary for
sxperienced staff to support the mission and vision. Wright et al., (2001) says human capital

ransgressed to collective knowledge and organizational processes due to experience.

1.3 Performance
b PR o S L N ol . . 1 AL . . . ] .
’erformance is a measure of the results achieved within an organization. From a financial

serspective, Gopinathan (2009a) and James (2009) agree that profitability and sales with
espective ratios measure performance based on financial reporting. Maria (2008) pronounced
hat profit margins are percentage ratios of profits and sales. Measures of performance include
ales and profitability as the process of quantifying the efficiency and effectiveness of a firm for
:xample a forex bureau. The statement of comprehensive income reveals objective measures like
ales and profil ratios which have unbiased and confidential feedback. Selvarajan (2007)
uggests the subjective and perceptual measurement where likert scaling is applied from top

nanagement perspectives.

3.1 Sales Volume

1 Sules Volume/Growth Ratio, Sales volumes is the money generated by all of a company's

perations, before deductions for expenses. In forex trade is the number or

uantity of eurrency for a firm's normal operations per period while sales grbwth ratio

; the percentage change in firm's sales between accounting periods. Bernstein (1989) calls for
ales forecasts for higher revenues to deduct costs.

ales Volume/Growth = [(Y2/Y1)-1] * 100 where Y1 and Y2 are sales amount for the preceding

nd current year respectively.

.3.2 Profitability
3 Gross Profit Margin/Ratio, Gopinathan (2009b) defines ygross profit as surplus of sales over

ost of sales. The gross profit is the total revenue subiracted by the cost of obtaining that

svenue. It tells you how much money the business would have made if it did not pay any other
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costs or expenses mostly from selling, general and administrative (SGA) expenses. The SGA to

Sales ratio is its percentage ratio to sales.

Anderson et al., (2003) warns of un proportional increase of such costs to control overhead
sxpenses and cause profits.

Gross Profit = Total Revenue - Cost of Revenue

I'he gross profit figure is important because it is used to calculate the Gross Margin.

Jross Profit Margin/Ratio refers to a percentage of profits per unit of sales.

Jross Profit Margin = (Gross Profit/Sales) * 100.
1 Net Profit Margin/Ratio, Net Profit is the company's difference between gross profit and

:xpeuses. Expenses include selling, general and administrative costs to sale.

A positive difference is profit while a negative difference is a loss and is shown in brackets. For
. company o remain healthy and in business, this number needs to be positive m.ost of the time.
Aost profit making companies strive to make it as big a positive number as possible.

et Profit determines it's margin or ratios. This is the net profit per unit of sale earned after all
osts except interest, tax and dividend.

{et Profit Margin/ratio = (Net Profit/Sales) * 100,

‘he net prolit margin is the best profit indicaior of financial performance.

.4 Toreign Exchange Risk Management and Performance
radley and Mole (2002) notes that foreign exchange risk management is a financial function

nd thus affects the firm's financial position. Volatile exchange rates do reduce cash flows and
rofitability of any firm. Belk (2002) states the 2im of foreign exchange risk management as
miting volatile forex exposure on the firm’s financial pecformance whereas Shapiro

2006) describes performance in terms of higher profit margin, sales growth and overall liquidity
£ firm. This relates how currency risk assessment stirulates financidl objectives.

oreX managers can implement mitigation measures 2s competitive advantage to stabilize
nancial performance in dynamic currency markets for example foreign fixed depositc earn
iterest with a saved principal. It depends on other currency capabilities, real-time economic
Jotes and reliable payment by wires or online offers of cross-currcney deals. Evans et al, (1985)

stes efficient cash control promotes profitability by incorporating exposure into the firm’s
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operational and long term planning. Secured profits and cost control will arrest possible financiai
distress of forex related firms like forex bureaus.

For Optimal financial performance, forex risk management need be specific to strategies and
high efficiency of market information to select ideal tools for sales and profits. Handling
currency fluctuation with risk management strategies is befitting in today's enormous size of the
forex market of speed and liquidity unlike other markets. Losses exist, but profits are even
1igher. But just like any other speculative trade, cnlarged risks come along with probability for a
gher profit/loss. Regardless of forex rate changes, profits or losses prevail with caution of the
ate spread. This is consequently translated into the firms' performance through documentary
vidence namely statement of comprehensive income and financial position. In the end
urrencies inventory is converted into the local currency.

Fechnical analysis is of higher role to have higher sales in any forex related firm, This should be
:emplemented with practical statistical tests and routines. There is need for knowledge of the
xit point of the currency market at profit targets. Limit orders let the currency investors stop
urther trading and leave the market at preset profit objectives. By creating a disciplined trading
nethodology, limit orders allow the traders to fix a {imit of the profits which they want to make,
nd then exit the market. Also, they are free from the work of continuous monitoring the market
itting in front of their computers all day.

op/loss commands also follow the same motive as that ol the limit orders, by allowing the
nvestors tosset an exit point for a loss. By limiting yvour losses to a presei position, :3top/loss

rders helpiorex investors control their risk conditions. Under normal s:tuations, munagement of

orex risk should strategically align to objectives for value addition to seirve shareholders’

aterests. Accurate placing of stop and limit orders calls for risk takers. Mitigating strategies can
e appropriately structured against forex risk by focusing on one key currency business than
urrency markets as Allayanis et al., {(2001) and Belk & Glaum, (1990) nctes risk adverse
ehaviors of firms.

JFBAMBRA (2010) states currency volumes in the descencling order are the US Dollar, UK
‘ound Sterling, Euro, Kenya Shilling and the South African Rand. This serves w stabiiize the
arpings to limit probable insolvency. The investor's stop and limit orders determines the amount
{'risk level hence it is advisable to place your stop/loss orders far from normal markei price as

hanges can trigger the order. Limit orders also reflect a rational hope of expected profits based
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on market's trading activity. The forex rate should notl be overexposed nor too close to market.

Stop-loss and limit orders can lower an investor's exposure to risk by a large proportion.

2.5 Human Capital and Performance
Human capital and performance provide a measurable relationship for creating and sustaining

sompetilive advantage {or firms operating in knowledge based era for example forex bureaus.
Though employees are both an asset and cost to firms, most employers are friendly to computing
:ost side of the human capital equation rather than the asset side. This can compromise human
:apital by effectiveness and efficiency hence causing no optimal investinent and outcomes.
Zvidence demonstrates a positive linkage between the development of human capital and
yrganizational performance. Market value depends more on the intangible human capital as
Joucouliagos (1997) notes motivation creates research and development for positive
rerformance.

Tuman capital concentrates on the individual employee and the firms as Garavan et al., (2001}
wgues flexibility and adaptability, individual competencies, development of organizational
:ompetencies and individual employability will add individual and organizational outcorncs.
miproving relevant squality and quantity of human cepital measuremenis thus strengthens
erformance of an organization. Human capital as a resource based view of the. firm, contributes
o competilive advantage for strategic positioning in ihe the forex incdustry. investnient in
-ducation or on-the=job training improves work{orce quality to yietd returns o firm income.

Jales o

\

1590) notes - ifaining is related te corporate business life while Goetz and Hu (1996)
ssociales training and greater tendency in business-growtis,

\cknowledgement of the Resource Based- View (KBV} of Human Capital has led to
:oniributions to competitive advantage for business strategy in any industry by relative balance
M competitive forces. The RBV set out that organization build valuable set of resources and
combine them dynamic ways to develop firm succezs. In the perspeclive of the RBV,
ompetitive advantage is dependent on the valuable, rarg. and heard-to-iinitate resources that
eside within an' organization. Human capital in o real sens: is best asset am: compeiitive
dvantage by pooling employee capabilities. ‘If the types and levels of skills are net equaliy

listributed, such that some firms can scquire the alent they need and others cannot; then (ceteris
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paribus) that form of human capital can be a source of sustained competitive advantage’ (Snell et
al 1999: 65).

The increasing importance of the RBV has promoted human resource management in particular
-eference human capital to strengthen the frequent statement that people are best assets for
serformance of any organization. Human capital can then focus on individuals and organizations
hrough flexibility, enhancement of individual competencies, development of organizational
:ompetencies and individual employability to cause additional values to individual and
yrganizational outcomes. Studies have made similar contribution as Bontis and Fitzenz (2002)
ybserves the consequences of human capital managsment to business outcomes of 25 financial
irms. The human capital pool through human resource processes then becomes apparent. Snell
t al., (1999) emphasizes skill equity in types and levels to complement talent and sustain
ompetitive performance. Since competitive advantage is a unique firm-specific capability,
ienefits from higher productivity will yield financial success.

ndividuals who have a longer experience with a firm uor in a particular industry tend to have
ood perspective that cannot be easily replaced. The value of cxperience in business is always
ppreciated, especially in recruitment and selection. Experience, schooling, and onthe- iob
-aining are key influences on performance. Pena (2002)reviewed research studics and indicated
n entrepreneur’s level of experience is positively associated with firm survival and growth. Tie
mphasis on human capital in organizations reflects the view that market value depends less on
mgible resources, but rather on intangible ones, particularly human resources. Recruiting and
staining the best employees, however, is only part of the equation. The organization also has to
fluence the skills and capabilities - of 1ts employees by encowraging: individea! and
rganizations] learming and creating .a suppactive envivonment in which kuowiedge can be
eated, shared and applied. : . ‘ S ‘ . oo
arncy (1991) further admits experience and ftraining as valuable, rare and wiigue inputs for
rofit making. Meanwhile, (Hambrick, 1984; Maimunah, 2008; Watson et al., 1993) agree tlmat
iverse education backgrounds and tenure causes positive performance. The challenge of human
wpital is to define, improve and sustain strategic financial decisions. However there is need for

]

1hanced organizational retention (Robertson et al., 1991). Thus, as a unique human capital
wreases, firms invest resources into s management and aim (o reduce risks and capiialize on

cductive potentials. Therefore employees need to enhance their competency skills in ozder o
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e competitive in their organizations by leadership practices. engagement, knowledge access,

vorkforce optimization and learning capacity.

1.6 Human Capital, Foreign Exchange Risk Management and Performance
A dynamie business environment will always explain the financial performance of firms.

This is important for strategic reasons of competitive sustainability. A collection of human
:apital input will enhance business success in sales and profit. Garavan et al. (2001) cites a
esource based view where Human capital uniies individual abilities, skills, training, education,
ind experience in their performance of fruitful output through decisions and cost effective
echniques.

‘oreign exchange risk management strategies require educaiion and on job training for highly
killed technical and managerial employees. Kenyon (1990 suggests that key successful

orex frading involves understanding of other risks like liquidity risk and cash risk. Firm
mployees aim at financial profits by cost control and risk adjustment hence need for loyalty and
ommitment lo specific skills. It is quite ideal thai exchange risk control should precede
xposure for informed financial decisions. Forex bureaus need specific skills and applications to
nable posilive net present values through management by objectives, finarcial plans and stabie
sserve fund. Therefore forex dealers should appreciate basic currency trading, chart. movements,
wicators’and interpretation. There is limited or no human sphere of influence und avisdom for
urrency ¢xchange behavior because most knowledgeuble traders can no absolute prediction. As
ach, forex traders are advised to benefit from designed strategies to reduce exposure. Currency
warkets arc highly unpredictable and tentative in natare, as any currency may fluctuate to
ecoming. very expensive or very cheap in relation to otier.

orex risk management calls for collective application ol anatytical skills, promopt bnowledge
ad experience in a highly efficient currency mmarkei. Forex 115k managemeut and hamzn capitai
1y on basies pchind an lnvestment, and understanding behind vhe major market trading. This is
ie ideal way for higher turnover and profitable currency irading. 3killed technical analysis and
yod money management skills are the basic essentials to trads well. »

nalyze the market and create a position, establishing ralional stop loss and profit taking levels.
ccording to Kizza Caroline (2009), Uganda’s case is unique as the employees of forex bureaus
we various training and educational background. This diversity can be positive or otherwise
pending on how they appreciate forex trade and risic management. Though Luman capita iz7a

xr ;i N
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sompetitive advantage, generally organisations need understand its nature and value to add
sorporate value through currency risk assessment and counter strategies. It is therefore ideal that
sosts of employing human capital and currency risk techniques should be less compared to costs
>f currency risk management. This can be critical in face of today's globalization and knowledge
:cononues.

The knowledge-intensive human capital can undergo u resource based perspective as well as be
irm specific to forex business. Human resource audits and appraisals do invaluable contribution
s assessing strengths and gaps in forex risk management. Henceforth humar: capital prevails
pon foreign exchange risk management.

Tuman capital through experience, knowiedge and skills ;s wealtls to dictate for information and

sehaviors in highly efficient markets like the currency markei

W71 Conclusion
irm performance should not only be perceived by annual increase in sales and profits but

ossible organization for greater human capital ard forex risk control will make a difference.

‘ompetitive firms like forex bureaus may recruit and revain bezst employees bul it is part of the
quaiion:“They have to influence human capital by shared learning, specific skills, capabiiitics
nd suppbrtive environment. In addition, foreign axchinge sk managemern! iz inefeasingiy
nforcediby regulators alter recent global currency-crisis. Forex bureaus shouid hedge depending
1 currency risk type and trade volume. Even for smailer-size firms, foreign exchange risk is
ctrimental to performance through low returns. Though costly, new innovalions in hedging
1struments have emerged for exposure control. In addition, forex bureaus can develop business

lans beforehand.
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CHAPTER THREE

METHODOLOGY

3.0 Introduction
This chapter will provide a detailed conduct of the study. It will cover research design, study

>opulation, sample size, sampling procedures, data source, collection instrunent, validity and

-eliability, measurement of study variables, data processing, and analysis and study limitations.

5.1 Research Design

Quantitative approach, the cross-sectional. corrzlational and descriptive research aesigns will be
s:mploved for the deliberate sample survey. This will call for applied descriptive and inferential
tatislics for measurable relationships between foreign exchange risk management, human
-apital and performance. The ABC foresx bureau is the unit of analysis while a top managerial

serson/representative in-charge will be the only source of primary data.

2 Study Population
“he composiliontof the target population will be the 144 respondents from AB( forex bureau

I

ranches in Kampala. This represents at leas: 94 pareeat of ABC forex bureau emnloyvees.

W3 Sampie Size-and Sampling Procedures : -
v sample (n=/03) of ABC [orex bureau emplgyees will be drawn from the population (N=144)
s determined by Krencie & Morgan (1970). Study units will be selected using propertionate

tratified sampling.




Table 1: Proportionate Stratified Sampling

Intended Strata Participants Number percentage (%)
Management persons 65 63

Non management persons 38 37

Total 103 100

3.4 Data Sources and Collection Instruments
- Primary Data

’rimary data will be collected using a structured three-page interview schedule which will ease
icld data collection. All variables had 60 closed-ended items with a six-point likert scale
csponscs ranging from strongly disagree (1) to strongly agree (6).

Appointments with managerial respondents eased the spot feedback of baclground data (12
tems) and study variables (60 items).

Secondary Datz

secondary data will be retrieved from recent published financial reports, research publications,
nonthly rcviews and journals from Bank of Uganda and Uganda Forex Bureau and Money

lemitters Association.

.3 Validity and Refiability of Research Inistrameats ‘

“he designed interview schedule will be developed with repard 10 S:karen {2000). Content
falidity Index {CVD) racasurement (Min=0.0) wiil be based on a five-point iikert scaic from not
clevant (/) to very relevant (5). Five members of 3 experis and 2 practidoners rate¢ for item
elevance. The Cronbach's alpha-¢ test (Min=0.6) will measure the scale i‘éiiab'ii"ity for internal
onsistency of the items. .

"able 2 shows the pretest resulis for study variables.
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Fable 2: Pretest Content Validity and Reliability Result

Validity Analysis CVI Cronbach Alpha-o
Juman Capital 0.79 85
“oreign Exchange Risk Management 0.68 75
Yerformance 0.73 80
spurce: Primary Data Note: Overall average CVI=0.73

Cable 3: Actual Study Reliability Test

/ariable Reliubility Statistics
Cronbach'sAlpha No.-of Items
Juman Capital 14
‘raining 0.782 8
kills 0.822 &
Kpesience L - 0.766 3
‘oreign Exebange Risk Management 24
‘urrency Risk Assessment 0.693 12
.sk Strategies (.781 S 12
‘erfermance : 12
ales volume 0.801 6
rofitability 0.812 0

~

ouice: Primary Data
1 the above Table 2 and 3, content validity index and Cronvach alpha voefficinie will be well

sove the mitinw U6 for overall data quality eonirol,

.6 Measurement of Study Variables
he dependent variable of performance will be measured using financial nieasures of

rofitability and sales volume/growth (Gopinathan 2009a; James 2009). Profit and sales will be
i indicators of performance in business firms.
he 'independent variable of foreign exchange risk management wili be have dimensions of

r

créncy Tisk assessinent and management strategie$ fom literaturs (BEvaas ot afl, T985; Shapirc




Finally, Skill level, training and experience are dimensions of human capital (Barney
1991 ;Becker 1993).

All variable items will be closed-ended with six-point likert scale of 6=*Strongly Agree”,
>="Agree”, 4="Slightly Agree”, 3="Slightly Disagree”, 2="“Disagree” and 1=*Strongly

Disagree”.

1.7 Data Processing and Analysis
Statistical treatment of captured primary data will be involve prior soriing, editing, cading and

weurate double entry by MS Access 2010 Edition. The cleaned data file will then be exported to
statistical Package for Social Scientist (SPSS) Version 17 for deseriptive and inferential analysis
'f measurable relationships between study variables. Descriptive statistics will be summarized in
alegorical {requency tables, charts and cross wabulations for background information. Princinal
omponent analysis and varimax rofation methods will be the key applications of facior
fctermination for consequant analysis. According to the study objeciives, Pearson’s conelation
nd muliiple regression analysis will be used for-associutions and predicter congibisions

cspectively. Further findings will be expressad throngh one way ANOV'A oatpu..

.8 Ethical Considerations _
he study will be based on respect, informed cousent and assured confidentiality with

articipants. A copy of introductory letter frorn Graduate and Research Center will be attached to
1¢ interview schedule for personal identification and "cata collection respectively. Upcn an

pproved report, cach participant was promiscd statisticai results.

5 Limitations of the Study )
he study faced tiie following limitations:- ‘
fl . - ‘. ¥

i. There was declayed access to the ideal managerial person due to fione-desk bareavcracy

and active business schedules. Data collection was exiended by three weeks hence
affecting the work plan. This called for frequent revisits and‘patience.

ii. Unpredictable inflation exposed the research b‘udgéi 'du'ring dz;ta collection. The costs are

independently borme to the researcher as cuis i field” cosis were inevitable for o

manageable study within the allocaizd time frame and {inancial resources.

]
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iii.  External factors have unknown significant level(s) and effect to generalise 10 other firms
beyond examination. However they are assumed constant to the outcomes of performance
while results are limited to the conceptual model and response rate.

Jespites the above limitations, the researcher believed in sufficient data and useful results to

wmswer study objectives and fill the knowledge gaps.
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CHAPTER FOUR

PRESENTATION, ANALYSIS AND INTERPRETATION OF FINDINGS

L0 Introduction

['his chapter presents and explains the analysis of the survey data. Results will include
lescriptive and inferential statistics for measurable relationships according to the study
sbjectives below:

. To establish the relationship between foreign exchange risk 1nanagemeni and perfoimance of
ABC forex bureau.

1. To establish the relationship between human capital and performance of ABC forex bureau.

ii. To investigate. the effect of human cupital and foreigi exchange risk management on

serformance of ABC forex bureau.

l.1 Descriptive Statistics
Jackground information was expressed in {requency tatles and charts. Firm profile included

ubcomponent, size, duration and ownership status while respondent’s features were gender, age,

ob title /status, education and years in service.

WA

¥ Response Rate
‘able 4 shiows response distribution by subgroup.

"able 4: Response Rate

Subgroup Sample Response No.  Response Rate (%)

Aanagemertl persons 65 57 533
Jon management persons 38 o360 35.0
“otal 103 93 1903

wurce: Primary Data
response rate = (Tolal Respondents/Sample) * 100 = (93/103)*140=20.3%
vtotal of 93 forex bureaus provided compiete responses to cause 90.3 percerd response rate

com the anticipated sample (n=1/03). Forex burcaus offered successive reference.
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$.1.2 Firm subcomponent
Results in Figure 2 show composition by head office and representative branch
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Figure 2: Firm Subcomponent

“rlead ofice Branzh

ource: Primary Data

$ shown in the bar- graph above, 76 (8/.7%) management persons participated while 17
'8.3%) were non management. ABC Forex bureau is niostly stand-alone rain office with a few

ranch networks in Kampala. The inability to set up branches country wide was aiso noted i the

udy.

1.3 Employee size

he number of cmployees relates to human capital as a collestive resource to ABC forex bureau,

# Sertes]

csults in Table 5 show categories of emplovee size for the participant branches.




Table 5: Employee size

Employee Size Frequency Percent Cumulative Percent
1-5 52 55.9 55.9

5-10 33 35.5 91.4

11-13 4 43 95.7

16-20 2 2.2 97.8

>20 2 2.2 160.0

Potal 93 166.0

Source: Primary Data

['he above table indicates that 52 (55.9%) branches had 1 19 5 employees. 33 ABC forex bwreac
sranches employed between 6 to 10 emiployees. This proves satisfaction of the minimum four
sdaff requirement. Eight ABC forex bureau branches wwere ouulders (370 eoployee) nence liad
igher opsrational needs consistent with additional remittance services, transaction volimes and

igher market.

{.1.4 Duration of the firin
Juration of the ABC forex bureaus (n=93) is shown in Figure 3 by operational years.

. . . . 1

figure 3: Duration of the firm

# 1-5 Years 59%
B 6-10 Years 31%

#.11-15 Years 3% |

#>20VYears 2%




Source: Primary Data

From Figure 3 above, 59 percent (n=35) were incorporated in the last five years. The liberalized
‘orex sector accounts for more than half of licensed forex bureaus since 2005.
t1 percent (n=38) have resourceful firm experience by over five operational years. They imply

yroven going concerns against the volatile forex rates hence high business existence.

£.1.5 Ownership Structare
‘orex bureaus differ by ownership subgroup as seen in Figure 4 below.

figure 4: Ownership Structure

© Local ownad

% Seriesl

Foreign owned

G

oires: Primary Data

esults from Figure 4 above show 57 (61%) ABC forex bureau inanagement persons compared

y 36 (39%) non management persons.

1.6 Respondent Demographics
able 6 shows frequency distribulion graded by respondunt vhatactenisiies. .9 maies (60.224)

7 {emales by managenal respeadenis, Thus, 1osponses were mai. dotnated i

2
]




prove limited female presence in managerial decision making. Managers (n=52) dominated the
response distribution while 38 (40.9%) responses proved the active and risk taking youth

(25-29 years). This was slightly above the combined respondents in the 30-39 age group (n=35).
This shows the active youth and middle aged have majority influence in managerial role with
nost full time commitment (#=90). Results for highest education attainment show

6 percent (1=89) held at least a Bachelor degree while 4.4 pescent shared lesser qualifications.

rop management of respondent firms is hereby described as highly educated.

vlost respondents (n=44) served between two to four year. This was followed by the rezpondent
vho served less than one year (n=7) and five to seven vears (n=18). A total of

'9 (85.0%) respondents served between 1 to 7 years while 14 (/5.0%6) had 8 and above years of
vorking life. This implies considerable firm-specific experience in top management and could
ontribute to more value creation of ABC forex bureau branches in Kampala and country wide.

1

‘able ¢: Respondent Profile Resalts ' T

“havacteristics Frequency Pervent
cender o ' T
Aale S 56 - ' 60.2
‘cmale L3 ' oo 39.8
.ge Group o T

Years)

25 3 3.4
st o e 38 0.9
Ou3de oot ' 17-7 R
5-39 | ‘ s 194
3-44 9 9.7
d4 6 6.5
urrent | )

ob Title

lanager 52 55.9
UReIVISOr 3 3353




Sales man

Operations Manager 1 1.1

Accountant 2 2.2

Director 2 2.2

Current

Job Status

Full Time 90 96.8

Part Time 3 3.2

Highest

Kducation

J-Level 2 22

A-Level 2 2.2

Jiploma 16 17.2

Jachelors 64 68.8

viasters 7 7.5

*HD 2 2.2
Yesrs in o

service

-1 i7 18.3
-4 44 473
-7 1§ 194
3-10 H 6.5
1-15 4 4.5
13 4 4.3

Jouree: SPSS Outnut (n=93)

}.1.7 Cross Tabulations

\ge and gender are part of respondents’ characteristics shared in Table 7.

[able 7: Age Group by Gender Results
source: SPSS Output (n1=93)




The 25-29 age range had a 22 (39.2%) majorily male response compared 16 (43.2%/) females.

This was followed by the 35-39 age range with 12 males doubled 6 females. Overall male

responses dominated with a total of 56 (60.2%) compared to females at 37 (37%). This is factual

Jdominance by men in age characteristics and managerial roles. As managerial persons get above
far)

40 years, their presence in management radically dwindles to 9 and 6.

Age Group Gendeyr
Male Female Totai
<25 years Count 2 o 3 5
Row% 40.0% 60.0% 100.0%
Column% 3.6% 8.1% 5.4%
15-29 Years Count 22 16 58
Row% 57.9% 42.1% 100.0%
Column% - 39.3% 43.2% 40.9%
30-34 years Count 10 7 e
Row% - 58.8% 41.2% 100.0%
Column% 17.9% 18.9% 18.3%
?Ei-u.’;?}-;;:srs Count 12 B 6 s
Row%s 66.7% 33.3% 100.0%
Column%o 21.4% 16.2% 19.4%
i0-44 years Count 7 o 2 Y
Row% 77.8% 22.2% 100.0%
Column% 12.3% 5.4% 9.7
44 years Count 3 2 o -6
Row% 50.0% - 50.0% EOG.Q%
Celumn%e -5.4% 8.1% 6.5%
Fotal Count 56 37 G2
Row% 60.2% . 39.8% 160.0%
Coiufnn% 120.0% 100.0% 100.0%




Age and education are features of the human capital. A mairix of age group by gender is shown
in Table 8.

Fable 8: Age Group by Highest Education Result

Age Group Highest Education
O-L.evel A-Level Diploma Bachelors Masters PHD Total
25  Count 0 0 0 4 0 1 5
vears Row% 0% 0% .0% 30.0% 0% 20.0% 100.0%
Column% .0% 0% L% 0 6:2% . 0% 50.0% 5.4%
15-29 Count 0 1 9 26 2 0 33
rears Row% 0% 2.6% 23.7%  68.4% 5.3% 0% 100.G%
Columin% .0% 50.0% ©O563% 0 40.6% 28.6% 0% 40.9%
0-3¢ Count 0 0 2 13 2 0 17
‘ears Row% 0% 0% 11.8%  76.5% - 11L8% 0% 100.0%
Column% .0% 0% 12.5% 20.3% 28.6% 0% 18.3%
5-39 Count 0 1 2 12 2 1 18
‘ears Row% 0% 5.6% [1.1% 66.7% 11.1%  5.6%% 113.0%
Column% 0% . 50.0% 125% 15.3%  28.6% S0.0%  19.4%
$-44 Coumt%e - 0 2 FEE o g 9
‘gars Row% 1118 0% 22.2%  §5.6% S AL 0% 1 50.0%
Column% 50.0% 0% 125%  7.8%  143% 0% 9. 1%
44 Count I 0 I T4 0 0 &
‘ears Row%  16.7% 0% 16.7%  66.7% 0% 0% 100.0%
Column% 50.0% 0% 6.3% 6.3% | 0% 0% 6.5%
Count 2 2 6 64 7.2 .8
fotal Row% 2.2% 2.2% AT.2% 68’._;1'3_"}’:;:“:__._,_ ’?'.l‘,;'é/{;“ 2o __10{“1"{:5

Column% 100.6% 100.0% 160.0%  100.0% 100.0% 163.0%  108.0%
otiree: SPSS Output (1=93) ) '
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The 25-29 age bracket had majority of 26 (40.6%); Bachelors degree holders and was followed
>y the 30-34 age bracket with 13 Bachelors holders. In addition, a count of 64 (68.8%) attained
3achelor as highest education attainment in age by education matrix.

Dverall the 25-39 age range had the most educated age category. With more knowledgeable, it

:ould be a prime target for possible human capacity by further education.

£.2 Rotated Facter Analysis
All primary data from study variables underwent principal comnonent analysis for factor loading

1sing varimax rotation with Kaiser normalisation method lor easy interpretation. All ifactor
otations were converged in three iterations. Only iteins with Eigen values (>7.0) and facior
nadings (Min .50) were ideal for Pearson correlation and maltipie regression Analysis.

“aetor analysis in Table 9 reveals the nature of humaa capital by Training (1), Sxpericnce (2

N

med Skills (2) in ABC forex bureaus.

Cable % Fucter Aunaiyvsis - Haman Capital

{uman Cupital ftems . Component
. . o -
. » Fa &
“raining has :mprovcd ethical financial m’mawu nent by our endployies 152

“raining programs enhance interpersonal teamworl: for firnt’s Jales targaets
Ve support interested employees to upgrade forraal education ana leaning 399
“raining has enbled specific abilities like office computing tnd toehpoiggy 595 o
In-job orientaion and continuous training enables recrnits o know t5sks 580
imployecb are Leg m\,d ,“cndn and consmun castomer care 1or ervice 5048

Ve assess dnd rain employecs for needful skills and knowledge per year - -:551 C

)Lu services are unique and innovative to benefit customer satisraction 731

‘mployees are highly professional and creative {o snsure customer loyaley o : .672

“ompetence is at the most ideal for work fequireméms and responsibilities .643

yur firm has the Jowest cost and time per customer iransuction & ¢on .‘-biﬁiht ' 663

iriployees understand the firm's financia! objecﬁves s_:,g'fﬁ.i's'a‘nd T8 'I:Lt 3 i A

l firm prides itself on Lun’v effective beyoad customers’ expe (‘Jm..’ju g U3

S ’},\..(,S ul&.:)h c:,aod slaiils in report wyitin 51 aad decision s Mw s iract 684
ployecs dmplay wl!hy in 101c1gn langua ges to case t-n.:me:;:s nc&onauons "'K 547

itployees always cmbrace team work 10 sharc skills and ineet *;‘_?rti'l, taﬁtgﬁts o o 626
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We have adequate tools and environment to ease new ideas and knowledge .586

Management attracts and hires most talented people available in the industry 526
Employees have basic information technology skills to update custorner data 516
Employees are constantly supported to upgrade trade skills where possible 504
Eigen Values 4,886 3.498 2.581
Yo of Variance 26,357 14.574 16.753

Sumulative % ' T 20,357 34.931 45.684

‘rom Table 9, 20 items were extracted from training (var=20.35%), experience (var =14.374%)
ind skills (var=10.753%6) 1o cause human capital variance of 45.6484 percent.

Cey factor indices under training show esrcential emphasiz for ethical financial management
.732) and teamworlk (.708). It is vital to upgrade formal education and learning { 3599), office
ompuling (593), on job orientation and continuous training (. 380), friendljr cusiorner care
566y and. annual skills assessment (5/7). Sxpervience was -hi;;hly ma'ppec'iwto'uique'c&‘s‘stomer
c_-'.::vico L 7.%’1} while favourable areas inciude (.:r‘éﬁtivi.ty ( J?'Jﬁ:'), ideal cbifnpé;renc;: {. fu’i?;*rd
ransaction efficiency ((663). Skills are more associated to reports and decision making {684,
bility in foreign language (.647), shared -skills and sales targets ((626) -and adequate
dols/environment (. 386). Training and skills are imore emphasized than experience.

\s shown in Table 10, facior analysis for foreign exchange rivk manmagenient was based currency

isk assessment (1) and currency risk straiegies (2).
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Table 10: Factor Analysis - Foreign Exchange Risk Management

Foreign Exchange Risk Management ltems Cornponent
1 2

Vanagement forecasts revenues/costs to determine the effect of forex risk 752

We have an updated information system to predict forex risk and exposure 708

We quole and invoice in stable and gainful curvencies to limit forex risk 595

vianagemeut uses internal treasury section to forecast 1ts own lorex rates 395

viamagement forecasts currency gains or losses due o exchangs rate changes 530
6

Jur {irm has a well-defined and 1mplemcn1ed forex risk ,nana.genlenl policy .2

vianagement has inicrnal funds to manage and offset forex 1isk exposure w51 ’

swap contracts of currency flows has saved sales and profit from forex risk .857
Jse of future currency contracts of trade has saved expected sales and profits 840
Jse of forward contracts has saved sales and orofit from future forex risk 756
Ne borrow gainful currencies to limit forex risk by unstalle [ocal currency : 714
Jez of cwrrency options has saved sales and profitability from forex risk ' 693
Ve balance or not cut clarency receipis and puicchases betweer: owr branchies ) 509
sigen Values ‘ ' : I 3913 3738
%o of Varianee o o o 16304 15.657
Cumulative % ‘ - 16.364 31961

.esults in Table 10 show currency risk assessment (ver==i6 34%) and currency risk Sfld'{CQIEn :

var=15.637%) account for total variance 31.951 e cent in Tore; ¢ign exchange risk msnagem "11"
N ‘;'i'f‘" " ale 3 ""‘J: f rag L ‘I ({e! ; o '1d v ,u‘-rl(\ (i ’ ;-‘,'E. S 1E ek £ v 1. "?3‘7\.
AAFTCHRCY risk as S\,.“.HECI" wWas Imore relatea and g£m yhualuu_ revenuelinoss TOECAsts \

ndated information system prediction {0.708) and c:u-a[, invoici; 10 (/) 590

thet notable contributions currency risk assessment were quoting wnd invoicing in ga;inf&?
urrencies (0.599), internal treasury forecast of raics (0.595), forecasis currency -gains or losses
ue to exchange rate changes (0.580). Gther considerable pracﬁces were a vvell-defined ahd
nplemented forex risk management policy (0.566) and intornal funds to nﬁanage and offset
wex risk exposure (0.366). As regards curiency visk strategees, factor analysic noted: more
nceuragement end interest to adopt risk control endneductioutechniques (>3.7) Wik imas
sanchoetwork, item coefficient for nelting and balancing:vas noderate 329, -t~

‘,38_ Lt




Table 11 shows factor analvsis on performance by Profitability (1) and Sales Volume 2)

Table 11: Factor Analysis - Financial Performance

Financial Performance Items Component
1 2
Jverall, business gross profit has grown in the past two years 858
We have been meeting sales targets or expectations since last year 856
We are able to fund business growlh from retained profits of last year 804
~ustomer base has steadily been increasing since last year 796
sales intensity has been improving since-the last 6 months - 784
sale of currency quantity has been steadily high in the last 6 monihs 760
The gross profit margin has been stable since the last 6 rnonths ‘ 696
Jverall financial performance and future outlook is encouraging 674
Jverall, sales growth in quamity has been achiieved in the last 2 years 647
Ve budget to forecast costs and revenues to meet monthly.operations S8
Aaximum sales rather than maximum profits is our .mats cbjectiver - “ 576
Jaximum profits rather than maximum sales is cur key objective 524
iven Values ¥ B
4 of Varianee _ : : ' o 48518 11,455
‘umalative % - g 48.018 00.07¢

1 Table, 12 items wefe extracted with valid item coefficients: Profitability claims a higher
ariance effect (var=46.6/8%) compared to sales votumc‘(.nr——] 1.348%) ienn e*‘b;lh a total
crfonnance variaince of 60.076 percent. The variations of elfurmancc metrics are iy by
nanicial perspeciive. To address profitability, forax burcaus argued annaal peetit gyowth in past

£y -

vg vear £0548), mecting sales targets (. n.,t‘h,- ;11"Lb11 1ent "r )..* el.m ‘a ore ts’-'{._&?#},_jpc_;‘ea';';cd_.‘
Istormner base (. 796), increased sales intensity (,788) and sales guantity ( 768) ) S
lonthly budget forecasis for costs and revenues to meat monthly operations (, $78) should not be
verlooked by forex bureaus.

s regards sales volume, forex bureaus emphasize that meximem sales rather thun maximum
ofits is our main objective ((876). By conirast; results revzal .z lower ccefficiont (.624) for the

e L)

sm - Maximum profits rather than maximum salesis ourkey shjective.

T EC
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4.3 Pearson Correlation Analysis
According to study objectives (i) and (it) in chapter one, Table 12 shows coefficients of Pearson

correlation for the tested conceptual relationships between independent variables (human capital
and foreign exchange risk management) and the dependent performance.

Table 12: Zero-order Correlation Matrix

Study Variable 1 2 3

i. Human Capita! 1.000

2. Foreign Exchange Risk Management 397w 1.0G0

3. Performance 385 A8 1.006

¥* Correlarion is significant af the 0.01 level (2-tciled).

seuree: Primary Data

The above correlation malirix shows proven association that human capital (1) and foreign

sxchange risk management (2) relate to performance (3).

1.3.1 Foreign Exchange Risk Management and Performance

study results in Table 12 reveals an obseived significant positive relationship between foreign
»change risk management and performance {(#{931=0.450, le< 0.9:3 The d’(} peroent
soefficient of linear assocviation supports e degrae to which foreign exchan, s risk matagement
elates with performance by 48.0 percent.

his substantive relaiionship implies a better currency risk assessment and strategies is a likely
vbservation for better? financial performance. It cvamz_léﬂy. enhances seles voiume and,
rolitability.

13,2 Human Capital and Performance '
. T T . . ' v S P & e .
lesults in Table 12 indicate a significant posilive.relaticaship (#{03)=385, p <601, between

wman capital and performance. The cotlactive tole of lrainirig; skiils and expedencs Elated with
e - : - e ‘. I . = 1. ol 1 .ot w

serformance by o moderate positive cotrelation. Thovefore more favowrdle hufvan capial
issociates with improved financial performance.

'he final model for the conceptual relationships is seen in Figare below.
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Figure 5 : Final Correlation Model

Risk Management
480 T
. Performance
o~
g5

Human Capital -~

B <0.01
"he above Figute 5 assumes no causal consequences and coefficient results corroborates with

nitial studies in the literature review regardless of iadustrial contexts.

-4 Multiple Regression Analysis
consistent with Ezejelue, A.C., Ogwo, O. E., and A. 1. Nkamnebe (2008), Tabiz 13 addresses

he third study objectivesdor a combined effect of two oredictor variables (foreign enchonge visk
aanagement and humancapital) on the dependent financial performance.

‘able 3: Muliiple Regicssion Analysis

Coefficients
- i o Un standardizet S‘tandafdized_ T
Micdel Cocfiicients Coefficients

B Std Error Beta t Sig
(Constant) 772 22 1069 238
fwnan Capital (he) 2647 114 o 29 e 0%z Y
orsigh Fxchange Risk Management $35- 155 * * 7 326 3461 001
=428 ' " Std Error of the Es stimate =852 Sig=0.601
: Square =183 F. change= 10.76% Adjusted Adjusted R y¥quare = .166
.Dt.,pcndem Variable: Financial Performance (1.-—9'“" S S




Results above show a significant model (F=]0.76, Sig=0.001) to explain a multi regression

zquation of financial performance () = 772+.264(hc)+. 535 (ferm)

1.4.1 Combined Effect by independent Variables
Table 13 shows both human capital and foreign exchange risk management predicis a combined

xffect of 16.6 percent in financial performance. Both nredictors cause 18 percent variations in

Tnancial performance at a coefficient of maltiple determination (Rz=. /83).

{.4.2 Individual Contribution by Independent Variable
“oreign exchange risk management (5=.326, Sig=.001) had a better predictor weight than human

:apital (f=.219, Sig=.022) on financial performence. Investruent in both predicter varizbles will

©oA

wprectate more raultiple effects on financial perforinance of ABC forex bureaus.

L4 Other Study Findings
the study ubed oine-way ANOVA test to establish dther ces between study varighles and

Iemographlc features for the sample like owrnership, gender, educ,auun and years in service.

4.1 ANOVA of Ownership by Study Variable \
fariance analysis i-ndicates that there is a differenc:‘ in the way ¢ vnvshm SL;ugmup. e u.u

4l apply human, caplt"l forex exchange risk manaﬂemmt ”1'1 per fo"u”'am.t,
bie 14 shows cons;dc akle mean variation in human ca[‘taf with highest signiicani differenc:
wtween focaland forcien owned forex burcal.s.

Sabie I ANG YA LT Ownership by Study Variabls

‘ariable . “Qwnership N Mean DE T F Sig

TUMAN CAPITAL Focal R RS : |
Foreign - 36 4.52 1 444 507
Total o3 459 v T«

'OREIGN EXCHANGE  Local - RV T

SK MANAGEMENT ~ Foreign ©36 A0 T T afuetsan

Yo Total e 4.1

ERFORMANCE~ ~ " Local 57 3.8 _
Foreign 36 3.89 1 518 %74
Total 93 395 "

40




The above table shows mean difference in human capital (difff17), forex exchange risk
management (diff .09) and performance (diff .09). Local and foreign owned forex bureaus are
almost similar in independent variables or dimensions. Generally, most responses show
significant agreement to items of the collection instrument.

18

1.4.2 ANOVA of Gender by Study Variable
Iable 15 indicates a significant difference (diff .25) in the way respondents relate to

serformance. On the contrary, there is no significant variation in the way male and female

espondents emphasized on human capital and forex exchange risk management.

"
i

s

e 15 ANOVA of Gender by Study Variable

Jsriable Gender N Mean Df ¥ Sig

JUMAN CAPITAL Male 56 460 I
Female .37 4,53 1 287593
Total 93 4.57

'OREIGN EXCHANGE ~ Male 56 3.86 o

USK MANAGEMENT Female 37 5387 1 7017 897
Total 3 3.87

PRECRMANCE " “Male 56 424 ) -
Female 37 5.9y T 1.63% .04
Total 93 ais -

n the above results, the highest mean difference observed in performance (diff 0.25) followed by
uman capital (diff” 0.07). QOverall, most male I:espoﬁdents gavé a£1 irﬁi&réssive cﬁnﬁhasis on
uman capital (M=4.60) while all responses agree] oh both human capital and psrformance but
oreign exchange risk management.

)‘v'crall,. wales had i gher mean statisties as afﬂzl'mﬂtivé:agréc.‘nénl to iters under human capizf,a‘_

' . -~

rd perforiance.
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4.3 ANOVA of Education by Study Variable
There is a significant difference in the way respondents’ level of education relates to forex

:xchange risk management and performance of forex bureaus. Table 16 indicates a higher mean
‘or diploma and bachelors holders in human capital and forex exchange risk management.

Jverall, respondents at all education attaimment emphasized more on both human capital and
serformance compared Lo forex exchange risik management. This is observed by the closeness of

hieir closely related mean values for agree resnonses.

'able 16: ANOVA of Study Variables by Education

Variable Education N Mean Dt F Sig
1UMAN CAPITAL O-Level 2 4,98
A-Level 2 R XS
Diploma 16 . 4337
Bachelers. ST I 5 P A 5 A% T2
Masters 7 4.35
PHD 2 4.73
Total - - 93 4.57
'OREIGN EXCHANGE O-Level ox 3094 -
USK MANAGEMENT A-Level 2 363
Diploma 16 .91
BBachclors 24 2.8 " i3 9L
Masters a Bt : oy
PHD 2 3.63
Total 93 3.27
ERFORMANCE O-Level 2 d 42
A-Level 2033
Diploma 16 4.33
Bachelors 64 4.07 5 258 635
Masters Pt 4.1% ~ ‘ ‘
PHD g 4.0

Total 43 414

i
)




4.4.4 ANOVA of Years in Service by Study Variable
There is a significant difference in the way respondents’ years in service relates to performance

>f ABC forex bureaus. Table 17 indicates all respondents regardless of years of service agreed
on human capital and performance. The 11-15 year category had higher mean statistic in all
study variables. There was no major difference across study variabies.

T'able 17: ANOVA of Years in Service by Study Variable

Variable Years i Service N Mean  Df F Sig
JUMAN CAPITAL 0-1 i7 4.49
2-4 44 4.69
5-7 18 4.58
8-10 6 4.12 3 1.967 0.091
11-15 4 4,77
>15 <} 411
Foial B3 4.57
TOREIGN EXCHANGE o1 17 386 T T
USKE MANAGEMENT 2-4 4% ) 3.87
5-7 18 3.9
8-10 6 272 5 1130 (.350
11-15 4 4.19
>15 4 G55
Toiai 93 3.87
SERFORMAMNCH 0-1- v A0 - o
. 24 44 4.07
5-7 18 4.36
3-10 6 3.79 5 (3.0492 0.781
11-15 4 4.48
>15 4 3.96
Tetal 23 4.3

Sverall, sample responses by ownership; gender, edzcation md years in ervics had agree
‘esponse scales (upprox. and min=4) for tie cata.
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CHAPTER FIVE
DISCUSSION, CONCLUSIONS AND RECOMMENDATIONS

5.0 Introduction
n this chapter, conclusions are drawn from the discussed results and findings from previous

shapter. The implications of the study are then examined for both research and business practice
»f foreign bureaus. Future areas of research ihereby suggested. The generaled findings do relate

vith prevailing literature and conceptual frameworle.

5.1 Discussion
I'he presented findings are discussed according to research objectives and questions:-

3.1.1 Relationship between Foreign Exchange Risk Management and Performance
\s shown in ’l‘able 12, a correlation run test revealed that there was a significant positive
ssociation b..twc.cn foreign e*{changu, rigk Jn'anagemcﬁ" antd  finaricial 1‘erforrnay_w.'z.= The
ollective role of currency risk assessment and s strategies hea pohntlvc relationship o [P1fo*m. nee
i ABC forex bureaus. This confinns hnnvovcm;n. of loreign exchange risk management in
yrex burcaus will resalt into improved financial performance aad inadequacics of foreign
swchange risk management will cause low financial performance.
"his is in agreement with Kirt (2008) whose study provea forcign exchange rick management is
hout wealth vialuerin a firm through cost eff;:cti,—vg:,aa* imlcrvalit,;,ye 1echniguas “.F carrency risk
:ontrol. ABC Forex bureaus were able to identify that foreign exchangerisk as & problem to their
wsiness profit and sales turnover. This is consistest with studics by Tagger: wid Mislizrmei
O00) whe argued forcign exchange visk iz inewsiable Ut fores reiated domar Thio: is becwuse
vreion exchange risk i3 the dominant financial tisk wifectiag thelr book valueand trapsaciions.
“Le nature of forex business holds internaticnal cwreneies as diversified inven.ory against the
mnredictable forex rates hence active application -of: currency risk assessment and counler
trategies for business survival. Relatedly, Evan et al., {1985} asserfed foreiyn exchange risk
nanagement as-the outright solution. In addition, itis possible torcarn higrer profits and sales in
arency trade regardless of currency appreciation and depreciation. Similaily, forex tureaus had

redictable strength (Table 13). and agrecabls response sedles for forcign . exchiage tiz




management (Table 14) for financial performance. The mean results of the two variables
consolidate works by Giddy & Dufey (2002) that firras should quantify and report currency risk

sxposure 0 determine wealth through loss or profits.

5.1.2 Relationship between Human Capital and Performance
Results in Table 12 reveuled agreeable significant positive and moderate relationship between

aman capital and financial performance of the forex bureaus. The findings show that skill,
raining and experience which compose human capital affect financial performance to achieve
sales volumes and gainful profitability. It is in agreement with a swady by Fitzenz (20072) who
jistingnished that the consequence of hurnan capitit and its management influence business
sutcomes of 25 financial firms. Snell et al., {1999) affirms human capital pool through a rescurce
yased view becomes apparent and financial performance is abourd. Recker (1993), Rastogi
2000 and Peteraf & Barney (2003} still sustain the concept of employee buman capiial is
rreplaceable to twuly optimize and focus firm vatus. However himan capital- deficicncies ace
isible due to a lower coefficient of association and weakes predictive effest on finanmal
serformance. This was consistent with Mann {199C) wio wgued. that despite invesiment i
raining. zvaluation of wraining output is frequently:towe as smail fiems wnder siedy hat fimited
ase of situcturcd fraicifl, Human capial deveiopidin thiougs. skilly traluing ail wxpencite
should thus be of strategie implementation and consuquence torthe ibrext-bureaits in Kampala.
e e

5.1.3 Effect of Human Capital and Foreign Exchunge Risk Managenient on
Performance . e
Results in the multiple regression model (T'abl' 13) a\;m\,s,md 11_., dmc § xdy (:bj-.,Ct]V

The regression indicated a rehab‘r* co*nbmed e,fert of ,)16(‘11C1J1 th]“-’)e u an n:i‘ule 10

T

zmwhutc onto lhf, dependent vanah;e IL.s m.mhc § hab auicnn c.\pual u.-d fore. sic eammz g€

N | ko Loy poe \!. O oanm

et 10 'Tl.u.,‘ﬂC'Co changes 1 in INriownuc:\ or .ma o e, cux Clan® ,\mnpa!a. Thus as

isk iﬁdn g mei
,ufouncmw progresses, human capital f.md for 1g]1 m{chal ge risk mat aq rnc,ituuw a joint
sffect. The conceptual model holds true that firms with both predictor variables are tikely to post
improved performance than other counterparis. This is-sustainable-effect since human ca pital and
foreign exchange risk management positively associates with financial performance of ABC

[

. ey v, . . .
- .- ta o oo T".. i oY ety N TR . "




forex bureau. Investment in cost effective currency risk management regresses towards financial
nerformance. In addition, adaption of skill, training and on job experience facilitates jointly with
foreign exchange risk management to predict a vibrant financizl performance in terms of

overtime sales and profits for ABC forex bureaus.

5.2 Conclusions
According to the preceding discussions, the following are the conclusions:-

Results show that existence of human capital practices and foreign exchange risk management in
ABC forex bureaus. This study provides unique findings on the relationships between foreign
‘:xchange risk management, human capital and finascial performance. There is evidence of
significantly positive linear relationship between foreign excharge sisk masagement, hainsn
sapital and financial performance of ABC forex bureaus in Kaiapala. The survey reveals that
“oreign exchange risk managemient practices are mote valued and applied by macagement of
ABC forex bureaus compared to human capital. Adoption of currency risk assessment tools iy
hus aimed to immediately identify, quantify and- mitigate effects of foreign exchange risk for
sales revenue and profit margin from currency spreads. Unlike human capital, foreign exchange
1sk management proved a significantly stronger positive association and predictive contribation
o fnancial performance. in addition, both human capiil and foieign exchan o Jisk nanagament
wmd a joini positive snd raoderaic effect on-llasncial parfornnonce beacer s rall for mote
nvestent in e sanie: This further closes the Hieratnic gag wetween human.caps.al and toreign
sxchangs risk management in the local context: Doth independait variables com'ribute.to targe!

serformance in sales aud profits. : . ‘

5.3 Recommendations
With findings and conclusion, the following recommendaifons are presented i management of

4BC forex burcaus with reference io needful hur:an capial ana improvernent in- N:mgh
’ Ve St SO B R Y

4

:xchange risk management
XBC Forex burcaus shoull enfmce forex business 1;‘. 1155, ‘i:;‘)c‘ﬁ'i‘utii}z;ﬁl: At als i fraewdrk,
viich évidentlv shows the what and how of Gurreacy Ak asseasmium ]3;(,“1“0‘11&.., ‘and
mplementaiion of currency risk management strélég.ies.-T‘fe\ies'sfﬂ.:y changes shoutd i)'i'mript fore:t
sureaus for market efficiency to prevail in a dynamic business and knowledge. Momnitoning and

svaluation should be periodic for opportunities to impiove.




Forex bureaus should organize routine and optimal investment in own employee human capital
n form of updated firm specific skills and more in hiouse training. This should add on training by
he forex asscciation. The forex market is information efficient hence caliing for faster business
md investment decisions. Aggressive investment in informaticn technology will cause gains
hrough forex risk management practices.
Vianagement should opt for cost effective swrategies for more significant positive relationship
setween foreign exchange risk management, human capital and financial performance. it would
se profitable strategy to adopt them only when possible their costs are low because investment
rains are small relative business size. The gross margin.per unit transaction is still meager due to
imall spreads. Currency risk retention should be used if losses and gains are high during
wurrency fluctuarzons.
ABC Forex bureaus shouid network and skare human capital conceras with igen:her firins in the
orex association and stakeholders in the line ministry like BOU. A robust human capite! agenda
md a business rescarch desk or instifute will Hok humen sapitai - component o members’
trategic goals. UFBAMRA should develop a unique coasostium research and developmers
ection in addition to its human resource (HR)/Training uit,
vlonthly reports will accordingly address regional and firsm humas: capital changes.
Aanagement{_’ of ABC forex bureaus should set up HR ficnarg to somce firn specic’s bumag
apial. The IIP incharge should further create tuman cupital datatase fo iceniify | ~py i uapan

apial and adusinial specific alfithies compredin commnaial bans. L -

N nee eni should be upéuted Jocvmanied und coscotiesten o aretwonads in

nowledge, skills and technology for successful perfermanes. - o ‘ S
Wd Areas of Further Research
“his study outcome creates future areas for academic &id busingss research;

‘orex trade is influenced by external stakcholders like uocnain retail cusforer base. A cross

P
I

: ‘ . N T WAL T N,
ectional study should examine relationai castomner capitsi and perforimaacd” 3 AEC o

T KN 3

. . 4 . AR %4

vreaus. This will reveal customers’ role ¢s forex.

L ? . s oLt S e, Lo !_.‘L.= .
Jue fo ko ov.rn eltect of Torex risk e,\poaule _n tnv;:tfﬁasmn shoita ain at coss 2lsctiveness of
Jooma o e '

-

r

Grex risk techinicues and {inancial perforrisies of FARC forsx burdads!
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“oreign exchange risk management had a positive association of 48 percent to financial
serformance. Investigation in non-forex risk profiles like operational risk or management risk
nanagement should be related to financial perfermance of ABC forex bureaus.

With lower correlation and predictive effect, human capital components change overtime.

‘uture longitudinal studies should examine trends in human capital practices and financial
rerformance of ABC forex bureaus in Kampala.

Nith low multiple variations in performance; other external {actors deserve investigation like

irm governance, employee behavior against financial performance of ABC forex bureaus.

4y
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APPENDICES

Appendix I: Time Frame

The study will take 12 weeks, from March o May 2014, The activiiies of the study will comprise
>f the following,.

No. » DURATICN IN WEEKS
1 ACTIVITY L o _
4
Proposal Writing
, - -~
. P4
Designing Research Instrument N L
; 2
| Orientation aad Formalization of the Organizadon N '
: ! o
1 Reviewine of the documents of the cijanizatiog D
i
| ] |
| i
| Adminisiering the interviews and obyervation ) !
) 1 l
!
i
| Data interpretation and Analysis ‘ . L ____1
; - 1 |
i
.‘.
| Report writing and submission - i s et e e
5 .
12 |
;‘_\ﬁri“l"‘;_’_ it R S ',;- e




APPENDIX II: Rescarch Budget
The researcher will be required to have sufficient funds for conducting the study. The source of
funds to finance the study will be from friends and relatives.

[TEM TRANSACTION SUB-TOTAL TOTAL
UGX) (UGX)
stationeries Stationary 30,000 L 30,000 ~E
Sceretarial services > Typing [33.009 o
> Photocaopying 20,600
» Binding 20,000 75,000
|
f
Transport > Tocampus P B0T ;
> T ke, work | 12650 LTI
staticn C ; i
L
Jeals > Break fast 25,000 [ |
> Lunch 40,000 65,000 ]
| |
L v 1
2t e i ot e . e A . o TR ,;...:‘.,..._......A. sttt e siee M..._-.-....-i @ erm— e i it i p e ux;
Jorminunicalen Communication RS (3,000
. i
. E 1L L B .
Jher related expenses - F10.060 10,000
i .
OTAL = 225,000
I




Appendix IIl: Interview Schedule

{ampala International University

Toreign Exchange Risk Management, Human Capital and Performance of ABC Forex
Jureaus in Kampala,

Sear Participant,

Am thankful for vour service to the business community. As un academic requirement, 1esearch
s being conducted to cause a dissertation report and your response will be strictly confidential.
dnly grouped data will be presented. With help of an assistant, this is to kindly request for frank
nd independent responsss to the questionnaire.

\ copy of final report will be availed to your conuact.

mail: . n ,

{our participation is highly appreciated in this scadomic endenvor.
Thankful,
.......... oo fenatact)

Leszaveh Stadent ‘ '

nstructions: Please jifl or tick your responsz where dp,opriale.

Jackground Information

\ - Business Profile
.0 Name of Firm

1 Location (Streat/No.)

-

2 Pirm subeomegonent 1= Head Office 2=Branch

Lz

Employee size Male(s) + Female(s) = Total fmployecs

[ s -

4 Duration of the firm __ Years

.5 Ownership Structure
1=Lccal
Z=Foreign

i
[#33




3 - Personal Profile

1.0 Gender
1=Male
2=Female

2.1 Age group
1= <25
2=25-29
3=30-34
4=35-39
5=40-44
6= >44

1.2 Carrent job title
I=Manager
2=Supervisor
3=0Other, Speciy.civevrriereriaaionenn .-

2.3 Current job status
I=Fuiltime
2=Part Time

4 Higaest edugation
= ()-Level
2=A-Level
3=Diploma
4=Bachelors
S=Masiers
t=PtD
7=Professional course(s)-Specify ..... reieveetntiasiencnaeats

2.5 Years in service
1=0-1
2=
=527

Instrictions: Based on actual and curren: situation, please tick [@3] yéur (esponse in the
appropriate box after each starement.




Response Scale:
Strongly Pisagree
Disagree Slightly
Disagree Slightly
Agree

Agree

Strongly Agree

L R N o LG

SECTION 1: HUMAN CAPITAL
sECTION 2: FOREIGN EXCHANGE RISK MANAGEMENT

Jo. NP EEREER R
Training Response ] |
! We assess and train employees for necdful skills and . o {
knowledge per vear l N , i ;
J On-job orientation and continuous training enaties L |_ _VI— —lr‘—’—_—i
_ recruits 1o know tasks l L
; Training has improved ethical financiai management T T ;
_ | by our employees ]
} Training has enabled specific abiities like office L
_ | computing and technology | i
i | We support interested employees to upgra&e formal | | : 1
! education and lcarning o s L | :
b ilammp programs enhance interpeisenal teamwork fur i ’ : m“};
s salds targels | _ L ; [ ST ORI NSRS RO S L
r 1 Acquiredt forex. knowledge Iy distribated - w0 "’q!li i % !
| managenzent levels in the firm _ e e —E*“ I T S PN S
}}',n'vpluyccu are Arained in fiiendly and consisifit | ! | | :
customer ¢are ’ma service l I
. o
Sl | T P S i
; Our employecs are creative md bright wi.:ie:ly I ! ' c
considered best in the industry '
0 | Employees display ability in foreign ldnnuag,m 1o vase :
business negotintions e o i e L U_,_i
1 | We have adequale tools and ervi mun:nt - zase new f ! :
ideas and krowledge T 1 e L !
Z | Employces always émbrace tear werk (@ share kil ! ] '% 1
_____ | and mekl firm targets : I S I : R
3 | Managersent dticecls and hires most ra”.c nied peu;i\ | '
1 available in'the industry . . gL
4 | Employees have basic informaticn wechnology skillu to
update customer data - }
5 | Employees display good skﬂis in report writing ‘¢ =nd
decision making in trade :
N AR




6 | Employees are constantly supported to upgrade trade
skills where possible

Experience

Employees are highly professional ana creative to
ensure customer loyalty

8 | Our services are unique and innovative to benefit
customer satisfaction

9 | Employees have worked for many years in the firn
(low employee turnover)

.0 | Our firm has the lowest cost and tirne per cusiomer
{ransaction or complaint . i
.1 | Competence is at the most ideal for work requiremems /
and responsibilitics I I
meloyeeb understand the firm's financiai objectives. T
goais and regulations

3 | The firm prides itself on bﬁm,; “eifective beyond
custoniers’ expeciation

4 | Generally, employass are risk takers than risk aversn i
the currency business

)

B

Mo carrency Risk Assessment Response

5 | Our firm has a well defined and 1ﬂ1pluu nted forox risk 7 - . x )
management policy N A ! N S N S
6 | Enchunge raiz sk 15 a potentizl financial rick |. . : ;
" Uidentifiéd by the fvm treasury - 0 S R ‘

-~

The rale-of forexirate fluctuations and EXDOsLTe since |
last yeur is very hink . ‘ o
Forex rate  changes affects values in . financial
statements 1o cause losses : e |
9 | Forex rate changes affects currency contiacts for future
sales and purchases ]

§ | Future transactions and mdxket opemhons are afwcteq
by forex rate thmgcb .0 T R _j_.____.___;_.“.; R

-
-

TCTION 3: PERFORMANCE . ‘ o e

0 5.

1o We 1 ave au tipdated snformatu nosysm to .dm 3

forex risk and exposure . - __!
2 | Financial values arc changed inte homr= CLUTEL:CY 4S por i
" | reperting standards : |
3 | Management forecasts currency § namd 0; 108zes dus W
" | exchange rate changes |
4 | Management forecasts revenues/costs. to detwnnrw the | -
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effect of forex risk

i5 | Management uses internal treasury section to forecast

its own forex rates L
6 | Management uses external financial services/bankers to

forecast {orex rate L .

Currency Risk Strategies
7 | Use of forward contracts has saved sales and profit o

from future forex risk j__ 5
i@ | Use of fulure cwreucy contracts of trade has saved |

expected sales and profils , i
¥ | We borrow gainlul currencies to limif forex risk by

unstable local cwsregey
| Swap contracts of currency flows has saved sales and
_ profit from forex risk . I R T L
1 [ Use of cwrency options has suaved salez and r i
I nrofitability from forex risk ol A L
2 1 We diversily in as many different cuirensies to |
| promote'saies and protits _ o ~ )
3 Owr firm limits fovex risk by advance p‘ YHK—'l oT i |
__ipurchasesandexpenses ... ]
4 | Our firm liraits fmex risk by delayed p")f‘l- ents of i :
i purchases and expenses . o
3| Our firm offsets costs with revenues of same currencies

to reduce forex risk . N
.6 | We balance or net out currency receipts and Du*chw,es
| between our branches Sl , L N
7 | We quote and invoice in siablé and g z_amful CUITENTIES | |
| to limit forex risk s . i _ do
& I\fh nagEInent haw,mc‘:m&i funds to manage wnd ot | , |

orex risk-exposuic B R

. ' i - L

Nou Sales Vohm.e/(}' antity Response i
19 | Overall, sales growth in quantity has been achie Jed in

the last 2 years . - - [
i¢ | Sale of currency quantity has been steaaily high in the |

fast 6 months I !
i1 | Sales intensity has been improving sincé tite Iast 6 : i
| months L n ! !
2 | Ve have been m*‘elnu sales targeis o exfeciailn ! |
[ since law yeak I_.
1% | Customer base has steadily been increasing since. last ;
| year
4 | Maximum sales rather than maximum profifs 13 our

g0 -




main objective

Profitability

QOverall, business gross profit has grown in the past two
years

'6 | The gross profit margin has been stable sinee the last 6

mouaths . L
7 | We are abie to fund business growth from retainz
| profits of last year
8 | We budger to forecast costs and revenues (o mact

monthly operations
19 | Maximum profits rather than maximum sales 1s our Key

objective B
0 | Overall financial performance and futwre outlook is

encouraging

[
[l




