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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. 

trawn 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. 

tfanagement 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. 

Cey words: Foreign Exchange Risk Management, Human Capital, Financial Performance. 
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:HAPTERONE 

'ITRODUCTION 

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

I ganda. Several firms have been incorporated and licensed in Kampala as a dominant currency 

ioney 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 

irex report (2009) stated an annual average of five closures with low business performance as 

tanagers regretted low currency spreads and underpricing. Their nature of ongoing busines$ 

~tivity was inevitably vulnerable to foreign exchange risk lo cause overtime performance 

ariations. Oxelheim (1984) defines foreign exchange risk as the risk of change (gain or loss) in 

ie company's future economic value due change of foreign exchange rates. It is manitested 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 

,m·ency assessment (identification and quantification) and designed counter-strategies against 

ireign exchange risk. 

'he performance of /\BC forex bureau is highly fo1ancial in nan,re. It hen~e affected 1luough 

iw net cash flows, low sales turnover and uncertain profits due to exchauge rate volatili1y in 

1c era of globalization. Mulebile E. (2011) staled that Uganda Shilling (UGX) per US Dollar is 

ndervalued and further depreciation will be counlci·productivc 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$ I 6.8 biilion to US$ 12.3 billion. As at December 2009, the ABC 

)rex bureau subscctcr had overall net afte, ti,x loss·of UGX 289.8 million (Backgrnund to the 

lndget, 2010, 32). This loss debates how foreign exchange risk management handles foreign 

xchange volatility to achieve earnings. Bank of Ugi,nda ([BOU], 2010) states the January-June 

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

1 



1illion 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 

Jrex 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 

xperience, education qualification and training fluctuates due to liberal entry and exit in the 

Jrex sector. At the same time, management of ABC forex bureau target sales returns and profit 

s key business objectives. While Bartel (l 994) and Russell et al., (1985) relates training 

rograms to productive performance, ABC forex bureau in 2009 acknowledged gaps m 

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 

ervice 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 

1ting scheme. (]Giza. C, 2009, p.5) 

Jncertainties by the role of foreign exchange risk management and human capital have been 

cknowledged within the forex bureau association. This calls for an investigation on the !ow 

crformance statistics of the ABC forex bureau in the current regulatory framework . 

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

inancial performance. The ABC forex annual repo1i (2009) revealed low multi-currency spreads 

nd limited human capital agenda. The first half of 20 IO had low sales volumes and profitability 

:veis which further threatens financial distress on bu,iness existence and expansion of ABC 

Jrcx bureim. Other Stakeholders like BOU and the forex i1i.socia1ion l,ave pa,tly ad<.il'essed the 

npredictablc currency rates and human capacity. Despite management effo1i 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. 

2 



1.3 Purpose of the Study 
The purpose of the study is to investigate the relationship between foreign exchauge 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 exclrnnge risk management and performance of 

orex bureaus. 

i. To establish the relationship between human capital and performa11ce c,fforex bweauR. 

ii. To investigate the effect of human capital and foreign exchange risk management on 

,crformance of forex bureaus . 

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

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

ureaus? 

. What is the relationship between human capital imd performance offorex burea,1s? 

i. What is the effect of human capital and foreign exchange risk management on performance of 

irex bureaus? 

.6 Scope of the Study 

.6.1 Content §cope 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 
l1e study will be confined to ABC forex bureau within the business district of Kamplila. BOU 

0 I 0) 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 lv1ay, 2014. This period is taken since it 

ill enable the researcher collect enough data concerning ,he study topic. 
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1. 7 Significance of the Study 
fhere are possible contributions which this study may cause:-

!. It will improve lmowledge 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. 

11. It will be an academic resource to append to the existing gap between human capital and 

foreign exchange risk management. Findings will guide fmiher research studies to narrow 

the theoretical gap with regard to human capital. 

ll!. 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. 

1v. 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 globalizcd, evidence from this study may provide insights 

with reference to Kampala . 

. 8 Conceptual Framework 
ligurc 1: Conceptual Framework 

ndependcnt Variable(s) Dependent Variable 

Foreign Exchange Risk Management 

• Currency risk assessment (Al) 

Currency risk strategies (51) Performance • 

• Sales Volume (vl) 

t • Profitability (pl) 

Human Capital ~ 

• Skill (Sll) 

• Training (Tl) 

• Experience (El) 
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Source: Adapted from (Evans et al., 1985; Shapiro 2006), (Barney 1991; Becker I 993), 

(Gopinathan, 2009a; James, 2009) 

The above model, Figure I evolved from prevailing literature review for relationships between 

foreign exchange risk management, human capital and perfonnance. Evans et al., (I 985) and 

Shapiro (2006) state that currency risk assessment and strategies will mitigate foreign exchange 

:isk in exposed firms. Barney (I 99 I) relates trade experience and valuable training to focus on 

xofits while Becker (1993) agree that managerial skills, advanced education, knowledge and 

ntellectual capability have key strategic contributions to firm performance in any business 

mvironment. Performance can be viewed in financial persp<:ctive through profitability and sales 

1olume or growth. Gopinathan (2009a) and James (2009) emphasized profits/sales affect 

ierformance and their ratio analysis can be performed from financial statements to measure 

ierformance. From the model, independent variables can hav~ a joint prediction on performance. 
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CHAPTER TWO 

LITERATURE REVIEW 

l.O Introduction 
fhis 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. 

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

n 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 liabilities. 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 eKchange risk manageme11t is a program of 

ssessmem (identification and quautification) and counterstrategies to mitigate exchange rate risk 

ml saves firm's economic value. Kirt furthei adds foreign exchange risk is a financial risk to 

111nage value creation and loss prewntion in a firm by internal and external financial tools. Piet 

nd Raman (I 995) say spot rate changes are offset by cl,anges inflation though small firms may 

cpend on unstable currency rates for profits. 

orcx trade is influenced by the theory of pun;hasing power parity where exchange rate is 

elerrnined by the price levels in dome,tic and foreign countries. Thus fo1eign exchange risk 

ianagement is essential on volatile floating exch3.r.ge syster:1 for survival of small forex related 

nns. Foreign bureaus are business firms cxpmcd to the fo;eign exchange risk by nature of trade 

,pecially in the current financial crisis in lJ ganda. 



?.1.1 Currency Risk Assessment 
A.ccording to Shapilo (2006) and Evan et al., (1985), currency risk assessment involves a process 

Jf 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. 

Ide11tificatio11 of Exposure. 

fhe unpredictable features of foreign exchange rates define the typical nature, source and effect 

Jf exchange rates to cause exposure. Shapiro (2006) further indicates three types of exposure 

1amely translation (accounting), transaction and economic exposure. 

:::J Tra11slatio11 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 

'i·om accounting based changes of reported items in consolidated financial statements due to 

'oreign operations. Allen (2003) treats currencies as an asset class whereas only cunent assets 

md liabilities are exposed. 

franslation exposure targets on the. firm's accounting values while transaction and economic 

:xposures affect cash flows and its impact on the economic or market value of the firm. 

'urthermore. financial statements have to be translated in order to facilitate investment and 

·inancing decisions. 

:::J Transaction exposure - This describes the financial sensitivity of gains and losses to firm's 

·ealized domestic cash flows due to exchange raie changes. Basically, it affects outstanding 

inancial obligations prior to a change in exchnnge rates. 

2iteman et al., (200 I) adds that it determines outstanding financial obligations incurred prior and 

1fter exchange rates change. Variations will be inevitable in the financial position of the firm in 

:erms of direct quote rates for receipts or payments. Therefore it is regular for transaction 

:xposure to affect foreign denominated payable or receivable from the moment the seller quotes 

:xchange rates to a potential buyer for orders and bills. 

:::J Economic exposure - This is an effect of exchange rate changes on revenues and operating 

:xpcnses of a firm. It is also called competitive or strategic exposure because it upsets the firm's 

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

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

lue forecasts of future transactions and competitors. 

2ua11tificatio11 of Exposure 

rhis concerns measurements of any form of exchange risk exposure. 

J Measurement ofTra11slatio11 exposure is by the International Accounting 

>landard ([!AS] 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 

mTency. 

'he current exchange rate is used to translate all account receivables and payables, short and 

mg term debts and inventory and plant equipments with the exception of common stock which 

; translated at historical exchange rates. 

[owever items in the statement of comprehensive statement can be translated using current rate, 

11 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 

1ort term debts at current exchange rates and all non-monetary assets and liabilities such as 

:iuipments and machinery at historical exchange. This method assumes that only monetary 

,sets are exposed to exchange risk. Current assets and liabilities like shmt term debts are 

anslated at current exchange raks while non-current assets and liabilities such as long term 

~bts and machinery are translated at historical exchange rates. 

!ms only current assets and liabilities are assumed to exchange risk. 

] Tra11s11ctio1111/ exposure is determined by variability (percentage appreciation and 

)preciation) of the cmTencies 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 

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

lows and simulation. Kirt (2008) says the value at risk is potential losses over a certain time 

1orizon using a certain confidence level or probability hence error margin. This method is widely 

1sed in transaction risk measurement by regression modeling. 

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

node! measures actual and potential loss of portfolio under a certain probability or confidence 

nterval (2%). Economic risk is also the sum of translation and transaction exposure. The present 

•alue 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 Strategies 
'hese are control techniques to mitigate exchange risk exposure. Shapiro (2006) categorizes as 

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

:urrency Risk Transfer, This is when consequences of foreign exchange risk are shifted to 

~unterpatiy by contractual acceptance. Various authors and studies explain risk transfer 

:mtracts without impact to risk levels. These include forward contracts, cutTency futures, money 

iarket hedge, currency swaps, currency options and diversification. 

'orward contract - Principally, a forward contract involves pre-selling or buying a particular 

.11ount of currency at a specified rate now for furnre delivery. Currency forwards stop exchange 

1te risk for company's receivables or payables. Giddy and Dufey (2000) notes forward deals 

·ith specific currency amount and specified rate now, avoids exposure upon delivery at maturity 

3te despite locked future gains. 

'urre11cy future - It is a commitment to deliver a specific amount of a specified currency at a 

iecified date for an agreed price incorporated in the contract. Futures perform like forwards but 

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

,pecified date (s) or periodic intervals. 

'11011ey market hedge - This is the borrowing of transaction currency amount, immediately 

;onvert the loan into the company's operating currency and then repay foreign currency loan 

Nithin a cash settlement date with the proceeds of a particular transaction. The difference 

)etween the money market hedge and the fo1ward hedge is that the cost of money market hedge 

s determined by different interest rates rather than a forward rate quotation. 

~iteman et al., (2007) relates money market hedge with differential interest rates by converting 

:heap foreign loans into operating currency for gainful transactions to repay using proceeds 

,efore settlement date. 

711rre11cy swap - Sun et al., (1993) adds currency swap where counterpaiiies 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, 

1sually between a bank and a company to exchange payments denominated in one cmTency for 

,ayments denominated in another. The usnal 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. 

Iaving raised the capital however, the company may wish to swap its repayment into a currency 

n which it has future operating revenues. 

7urrency option - is a derivative instrument where the owner has the right but not the obligation 

J exchai1ge money denominated in one currency into another currency at a pre-agreed exchange 

ate on a specified date. It thus avoids potential exiiosure 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. 

>iversiflcatio11 - Currency diversification is the spreading of your investment across different 

:lobal currencies such as sterling pound, yen ai1d 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 
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,·emittance services and may involve shifting markets or service lines. Diversification eases 

~U!Tency conversion and minimizes forex risks by extra flexibility to switch currencies. 

foternational borrowing is used to minimize adverse foreign exchange risk by borrowing a 

.veakening cmTency. If borrowing is spread across many currencies, it is unlikely that they will 

1ppreciate at the same hence low risk level. Borrowing can be done coincidentally with money 

narket hedge methods. 

:::urrency risk transfer techniques have relatively higher cost in negotiation and time than other 

echniques. 

::J 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. 

'.eadillg and laggi11g - An additional operating technique that can be used by companies is 

eading and lagging foreign currency receipts and payments. Leading reduces exposure by 

,repaying in soft currency and the practice of lagging is about accumulating accrnals till the 

ales quote favours the creditor. The effect of hard currency payables is low hence timing 

ontrols exposure. 

, company would I lead soft currency receivables and lag hard currency receivables to avoid 

iss 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 million; A net,off UGX 20 

1illion, rather than the corporation's UGX 60 million transaction is only exposed. Netting 

u-ther saves transfer and commission costs in the two-way flow in the same currency. 

fatclzing - 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 ihe form of spread-saving (Price Waterhouse Coopers, 

)91, 219-221). For example a firm anticipating receipt in a specific currency may match it with 

1 arranged 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 

nove closely together over time. 

Currency ill voicing - 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 

iill 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. 

)ominant substantial market power can use this method as, Oi et al., (2004) favors currency 

nvoicing in both stable currency and sales quote. A depreciating currency will maximize profits 

tence hedge against gross loss. 

J 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 

Lll1. This calls for investment in higher returns to exceed loss or risk potential overtime. 

·oreign exchange risk management tools are not only financial 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 .::apital as the know-how, capabilities, skills and expertise of 

1e organization members. Measurable considerations inG!ude skills, formal education, 

nowledge, experience, training, talents and habits embodied in employees to ably add firm ·s 

:anomic value. Rastogi (2000) further states that human capital has no substitute to truly 

atimize 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 

:ecute 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. (I 988) agreed 

,killed employees created opportunities to influence strategic choices. Specialist employees can 

Jrganize skill profiles to meet changing needs. Peteraf & Barney (2003) asse1is that employees 

.vith proficient industry-specific skills have competitive advantage to optimize firm value. Dess 

&; Picken (I 999) calls for self-capacity building on human capital as debate is rooted between 

inn specific human capital as opposed to the industry specific skills. Ritzer & Stillman (2001) 

1dds that most customer service jobs require little skill due to capital intensive technology. 

lcripts have eliminated communication skills as opportunities today are determined by 

:omputerization instead of improved personal skills. Studies have focused on perceived valued, 

arc, inimitable and organized skills for firm performance. The challenge for firms to develop 

:trategic plan for accomplishing their mission, strategi•~ goals, objectives and strategies 

:.2.2 Training 
-Joe R.A, (2001) claimed that training is a planned efforr by an organiz:hion to facilitate 

mployces' learning of job related tasks. It complements deveiopment through attitudes, 

elationships and assessments of personality. Organizations that devote co!1siderable resources to 

mining 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. 

:onsistent with eight previous findings concluded that small firms studied had limited use of 

tructured training while Huang (2001) agreed that a well-educated and trained workforce is 

sscntial for organization's competitive advantage. With human capital theory, Becker (1993) 

ompliments training with education and skill as the best investment for empluyees while 

:astanias & l-Ielfal (1991) argues that proficiency differences. detr~rmine lhe out<;omes of 

ompetitivc advantage . 

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

~tual practice for superior understanding or mastery. Friedman (2006) suggests orientation to 

rcate clear sight for new employee's worlc to creak success. A major prob:em today is 

mployee retention in a competitive business envirorm1ent. The best talent is quickly taken by 

ther employer. Thus there is need 1or talent management and · effective regulatio,1 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 

~xperienced staff to support the mission and vision. Wright et al., (200 I) says human capital 

:ransgressed to collective lmowledge and organizational processes due to experience. 

t.3 Performance 
>erformance is a measure of the results achieved within an organization. From a financial 

ierspective, Gopinathan (2009a) and James (2009) agree that profitability and sales with 

·c;spective ratios measure performance based on financial rep01ii<1g. 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 profit 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 

] Sales Volume/Growth Ratio, Sales volumes is the money ,i;enerated by all of a company's 

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

uantity of currency for a firm's norma! operations per period .while sales growth rntio 

, 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/Yl)-l] * 100 where YI and Y2 are sales amoum for the preceding 

nd current year respectively . 

. 3.2 Profitability 

J Gross Profit Jvfargin/Ratio, Gopinathan (2009b) defines gross profit GS surplus of sales over 

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

~venue. 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 

,xpenses and cause profits. 

3ross Profit= Total Revenue - Cost of Revenue 

fhe gross profit figure is important because it is used to calculate the Gross Margin. 

3ross Profit Margin/Ratio refers to a percentage of profits per unit of sales. 

}ross Profit Margin= (Gross Profit/Sales) * I 00. 

=i Net Profit 1lfargi11/Ratio, Net Profit is the company's difference betweev gross profit and 

,xp~nscs. Expenses include selling, gei1eral and administrative costs to sale. 

\ positive difference is profit while a negative difference is a loss and is shovm in brackets. For 

, company to remain healthy and in business, this number m,eds to be positive rr.ost of the time. 

,lost profit making companies strive to make it as big a positive number as possible. 

~et Profit determines ifs margin or ratios. This is the net profit per unit of sale earned after all 

osts except interest, tax and dividend. 

fot Profit Margin/ratio= (Net Profit/Sales) * l 00. 

'he net prolit margin is the best profit indicalor of financial performance . 

.4 Foreign Exchange llisk Management :ind Performance 
:radley and Mole (2002) notes that foreign exchange risk management is a financial function 

nd thus affects the firm's financial positi<m. Volatile exchange rates do reduce casir flows and 

rofitability of any firm. Belk (2002) states the aim of foreign exchange risk management as 

miting volatile forex exposure on the firm's financial performance whereas Shapiro 

1006) describes performance in terms of hi.gher profit margin, ~ales growth and overall liquicily 

f firm. This relates how currency risk assessment stir'1mlatcs foiancial objectives. 

orcx managers can implement mitigation meusure:; as competitive advantage to stabilizr. 

nancial performance in dynamic currency markets for example foreign fixed deposits earn 

tterest with a saved principal. It depends on other currency capabilities, real-time economic 

Jotes and reliable payment by wires or online offers of cross~currcncy deals: Evans el al, (1985) 

)tes 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 forcx 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 

:urrency 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 

1ighcr. But just like any other speculative trade, enlarged risks come along with probability for a 

1igher profit/loss. Regardless of forex rate changes, profits or losses prevail with caution of the 

·ate spread. This is consequently translated into the firms· perf01mance through documentary 

:vidence namely statement of comprehensive income ancl financial positim1. In the end 

.:urrencies inventory is converted into the local currency. 

l'echnical analysis is of higher role to have higher sales in any forex related firm. This ,:honld be 

:.omplemented with practical statistical tests and routines. Tht;re 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 limit of the profits which th~y want to make, 

·nd then exit the market. Also, they are free from the work of continuous monitoring tl-ie market 

itting in front of their computers all d1.y. 

,top/loss commands also follow the same motive as that of the limit orders, t,y allowing !he 

nvcstors to. set an exit point for a loss. By itmiting your k,sses to a prndei po:;itiun, _i,~op/loss 

,rdcrs help;forex investors control their r,,k comtitions. Under normal sJuation£. m:,nagement of 

orcx risk should strategically align to objectives for value addition to se,vc shareholders' 

!1terests. Accurate placing of stop and limit orders calls for risk taker:;. Mitigating strategies can 

,e appropriately structured against forex risk by focusing on one key currency business than 

urrency markets as Allayanis et al., (200 I) and Belk & Glaum; (I 990) notes risk adverse 

,ehaviors of firms. 

JFBAMBRA (20 l 0) states currency volumes in the desc,mcling order are th.?. US Dollar, UK 

'ound Sterling, Euro, Kenya Shilling and the South African Raad. This serves ,o stabilize the 

arnings to limit probable insolvency. The investor's stop and limit orders determine~ th.e amount 

r risk level hence it is advisable to place your stop/loss orders far ,rom normal m.arke, price as 

hanges can trigger the order. Limit orders also reflect a rational hope of exp·ected profits based 
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on market's trading activity. The forex rate should not be overexposed nor too close to market. 

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

Z.5 Human Capital and Performance 
1-Iuman capital and performance provide a measurable relationship for creating and sustaining 

:ompetitive advantage for firms operating in knowledge based era for example forex bureaus. 

rhough employees are both an asset aud cost to fim1S, 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 investment and outcomes. 

:O:vidence demonstrates a positive linkage between the development of human capital and 

Jrganizational performance. Market value depends more on the intangible human capital as 

)oucouliagos ( 1997) notes motivation crt'ates research and development for positive 

ierformance. 

luman capital concentrates on the individual employee and the firms as Gara van et aL (2001) 

1rgues flexibility and adaptability, individual competencies, development of organizational 

:ompetcncies and indi victual employability wiH add individual and organizational outcorncs. 

mproving relevant quality and quantiiy of hutm,n c,•.pital meas,iremems thus streng:hens 

,erformance of an organization. Human capital as a resource based view of the. firm .. contribut~s 

o competitive advantage for strategic pooitioning in iht th~ forex industr_)". lnve,trnent in 

:tlucation or on-the job training improves wc,rkforc;; qualit.y to yield rctun,:; o; firm income. 

lat cs (1990) notes fraining is related to corporate busin"ss .life v,hile Goelz md Hu (I 996) 

LSsocia1es tr3ining and greater tenden~y in business,g1:lnvll:. 

\cknowledgemcnl of the Resource Based· View (RBV) of Human Capital has led to 

:ontributions to competitive advar,tage for business s·trategy in any industry by relative balance 

,f competitive forces. The RBV set out that organization bu;[d valuable set of resources and 

:ombine them dynamic ways to develop firm success. ln the perspective of the RBV, 

:ompetitive advantage is dependent on the valuable, rare, and h'ard-to••i1n.ita1,, rcsoi:rces thm 

eside within an organization. Human capital. in ,, re.ii. sc11; .. : is ·best a~set am; comFtitive 

.dvantage by pooling employee capabili1ics. 'If the types and levels of skills are 11ct equaliy 

listributed, such that some firms can-acquitc the·ta\ent they need and others cannot, then (ctteris 
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paribus) that form of human capital can be a source of sustained competitive advantage' (Snell et 

,1 1999: 65). 

fhe increasing importance of the RBV has promoted human 1esource management in patticular 

·eference human capital to strengthen the frequent statement that people are best assets for 

Jerformai1ce of any organization. Human capital can then focus on individuals at1d organizations 

hrough flexibility, enhancement of individual co,npetencies, development of organizational 

:ompetencies and individual employability to caus,a additional values to individual and 

irganizational outcomes. Studies have made similar contribution as Bontis and Fitzenz (2002) 

ibserves the consequences of human capital management to business omcomes of 25 financial 

inns. The human capital pool through human resource process.:0s 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, 

,encfits from higher productivity will yield financial success. 

ndividuals who have a longer experience with a firm or in a particular industry tend to haw. 

,ood perspective that cannot be easily replaced. The value of c-xperience in business is always 

ppreciated, especially in recruitment and selection. Experi,·ncc, schooling, 1cnd onthe- iot 

·aining arc key influences on performance. Pena (2002)-reviewed research studies and indicated 

n entrcprenern:'s level of experience is positively assndated with firm s•1rvival and growth. The 

mphasis on human capital in organizations reflects the view that market value depends less on 

mgiblc resou1:ces, but rather on intangible ones, particularly human resources. l(ecruiting and 

)taining the bq~t employees, however, is only part of the equation. The c,rganization also ha, to 

1fluence the sl~ills· and capabilities of its en1-ployl;;e~r by e1:i.cotiraging; i.ndividl!t::d aat! 

rg::~nizational lenrnjng and creating .a supp(>ttive environ1nent in ,vhich k11owledge can be 

,eated., shared and applied. 

arncy ( 1991) further admits experience and training as valuable, rare and unique inputs for 

mfit making. Meanwhile, (Hambrick, 1984; Maimunah, 2008; Watson et al., 1993) agree that 

iverse education backgrounds and tenure causes positive perf01rnance. The challenge of human 

1pital is to define, improve and sustain strategic finat1cial decisioJJs. However there is need for 

1hanced organizational retention (Robertson et al., !991). Thus, as a unique human capital 

tcreases, firn1s invest resources into its 1nan:1gerncnt.a11cl ain-1 to recl1.1ce. risks a11d ·caphaliz.e- on 

:cductive potentials. Therefore employees need to ;;r,hancc· their competency ekilh in order to 

18 



.Je competitive in their organizations by leadership practices. engagement, knowledge access. 

-vorkforce optimization and learning capacity. 

?.6 Human Capital, Foreign Exchange Risk Management and Performance 
~ dynamic business enviromnent will always explain the financial performance of firms. 

[his is important for strategic reasons of competitive sustainability. A collection of human 

:apital input will enhance business success in sales and profit. Garaven et ai. (200 I) cites a 

esource based view where Human capital unites individual abilities, skills, training, education, 

tncl experience in their performance of fruitful output through decisions and cost effective 

echniques. 

'oreign exchange risk management strategies require educmion <1nd on job training for highl1 

killed technical and managerial employees. Kenyon(! 990) suggest, that key successful 

orex trading 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 that exchange risk control :1hould precede 

xposure for informed financial decisions. Forex bureaus need specific skills and applications l'.3 

nablc positive net present values through n1c1.nagen1ent by objectivus, finar,cial plans hnd stabie 

,serve fund. Therefore forcx dealers should appreciate; basic currency trading, ~hart movements, 

1dicalors and interpretation. There is limited or no human sphere of influence und wisdom fo, 

urrency exchange behavior because most knowledgeable traders can no .1bsolut:L prediction. As 

.1ch, forex traders are advised to benefit from designed strategies to reduce expost,re. Currency 

iarkcts arc highly unpredictable and tentative in nawre. as any currency may fluctuate. to 

ecoming very expensive or very cheap in reli;tion to ofr.ec 

orex risk 111anage1nent calls for co1lcctive app!iCati:)n o.:- a,11;J.lytical ski!ls, rwo·.mpt l·:no,vled.g,._! 

,cl experience in a highly efficient cum::ncy .markeL Forex risk mariagerne.,t and hcm,m, capitai 

:iy on bJsics behind t!n inve5t111ent, and lUld(;rstanding behind ·1.he 1najor mayket tn:.diI!g. Thh .. is 

,e ideal way for higher turnover and profitable currency fradrng. <,killed technical analysis and 

)Od money management skills are the basic essentials. to trad,, wdl. 

nalyze the market and create a position, establishing rational stop loss and profit taking levels. 

ccording to Kizza Caroline (2009), Uganda's case is unique as the employees of fore:, bureaus 

1vc various training and educational background. Thi's div~rsity can be positive or otherwise 

:pending on ho:w they appreciate forex trade and risk mal,agernent. Th0ugh·Luman capitai ir:a 
,. 

19 



;ompetitive advantage, generally organisatior,s need understand its nature and value to add 

;orporate value through currency risk assessment and counter strategies. It is therefore ideal that 

;osts 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 

!conomies. 

fhe knowledge-intensive human capital can undergo a 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 riok mar.agement. Henceforth human capital prevails 

1pon foreign exchange risk management. 

-luman capital through experience, knowledge and skills ;s wealth to dictate for informdion line! 

,chaviors in highly efficient markets like the currency marke, 

,. 7 Conclusion 
'irm performance should not only be perceived by· annual ·increase in sales and profits but 

•ossiblc organization for greater human capita! aid forex t'iskcontrol will make a differenc~. 

:ompelitive firms like forex bureaus may re.:rnit ?.r:;1 retain L,est employees b.ul it is pan cf the 

quaiion. They h8vc to influence human capital by ,,hured !earning, si:,eciiic s!:ills, cupabiiities 

nd supp~>rlive environn1e11t. In addilion" foreigi1 ~xchr~n~~e· {is!( m<i1.::.;g1..~n1e1,'. L·~ i1h'Ie~1singi:/ 

n!ixced:by regulators ufter recent global ·currency-crisis. Fore,~ bureaus shouict hedg0 depending 

n cm-rc1icy risk type and trade volume. Even for smaller-size firms, foreign exch,mge risk i,, 

etriment'ul (o performance through low returns. TLough costly, new inn:walions in hedging 

1strume:1ts have emerged for exposure control. In addition, forex bureaus c;an develop business 

lai1s 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 

Jopulation, sample size, sampling procedures, data wurce, collection instruinent, validity and 

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

U Research Design 
Quantitative approach, the cross-sectionaL correlalional and dt,scriptive research c.iesigns will be 

:mployed for the deliberate sample survey. This will call fur applied desr,riprive and inferential 

:tatistics for measurable relationships between foreign exchange risk management, human 

:apital and perfonrnmce. The ABC fore>: bureau is the unit of analysis while a top managerial 

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

i.2 Study Population 
'he composilio1'r' of the target population will be the J 44 ncspondenls frvm AB("' fore;.: bu;·eau 

C • 

,rune hes in Kampala. This represents at le:m 94 p~rccm of ABC forcx bt,reau ern:Jloyees. . . 

,.3 Sarrtr,k S5ze-nud Sampling Proct:durcs 
', sample (n= 103) of ABC forex bureau. emplo,yees will be .drawn from the population (N= 144) 

' 
s determined by Krencie & Morgan (1970). Study units \'/ill be .selected using proportionate 

!ratified sampling. 
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fable 1: Proportionate Stratified Sampling 

Intended Strata Participants 

\1anagement persons 

\Jon management persons 

fotal 

l.4 Data Sources and Collection Instruments 
· Primary Data 

Number 

65 

38 

103 

percentage (%) 

63 

37 

100 

>rimary data will be collected using a structured three-page interview schedule which will ease 

'icld data collection. All variables had 60 dosed~ended i,ems with a si;;-point litcert scale 

·csponscs ranging from strongly disagree (l) to strongly agree (6). 

\ppointments with managerial respondents eased the spot feedback of bacl:ground data ( 12 

lems) and study variables (60 items). 

Secondary Data 

,ccon<lary data will be retrieved from recent published finandal repo1is, reseaH·h publications,' 

nonthly reviews and journals from Bank of Uganda and Uganda Forex Bureau and Money 

tcmitters Association. 

:.s Validity and Rcfi:ibility of Research Instrunu,,:lts 
.·he designed intervie,v schedule will be d~ve!npcd w1th re,:ard to S,;karmi \'.1.000). Content 

/alidity Index (CVI) measurement (lvfin-~O.u) v:i!I D;'! basc!d ,,n a five-point ;ik,tt scG]c fror,1 r,ot 

elcvant (I) to· very relevant (5). Five members of 3 expens aud 2 practitioners rated fo,: item 

elcvance. The Cronbach's alpha-a test (]vfin=J.6) will measure th!" s~ale reliability for internal 

onsistency of the items. 

'able 2 shows the pretest results for study variables. 
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fable 2: Pretest Content Validity and Reliability Result 

Validity Analysis CVI 

.-Iuman Capital 

0oreign Exchimge Risk Management 

:)erformance 

0.79 

0.68 

0.73 

Cronbach Alpha-a 

85 

75 

80 

,ourcc: Primary Dctta Note: Ov0rall average CVI=0.73 

!'able 3: Actual Study Reliability Test 

.rariablc 

foman Capital 

·,raining 

:kills 

'.xpenencc 

'n?4 1.!ign Exdiange Risk NI;.1.:nagement 

:urrency Risk Assessment 

'.isk Strategics 

'crfonnancc 

ales volume 

rofitability 

oui4 cc: Prin1a!"y' Da~'.:l 

Reliability Statistic, 

Cronbach'sAlpha No.-of Items 

0.782 

0.82L 

0.'166 

0.693 

0.781 

0.801 

0.812 

24 

8 

8 

8 

24 

12 

12 

17. 

6 

6 

1 lh(.• obovl.! Table :2 alld 3, content vuli<lity ~ndt.:;{ t:nd 2:-ort:1aeh nlpha ,,;o,c.:'ficL:nt:.~ wEI. b1; wdl. 

:1ove 'lhc rniHirrn_.n-l1 0:6 i(;-1: overall data quality c:Jntrul. 

.6 Measurement of Study Variables 
he depe11dent variable of performance will be measured usmg financial measures of 

rofitability and sales volume/groW1h (Gopinathnn 2009a; James 2009). Profit and sales will be 

tc indicators of performance in business firms. 

he '1ndcpendent variable of foreign cxch,mge risk r;mna~'.en.ent wil! be ha-:e dimensions ;:,f 

)06). 
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Finally, Skill level, training and experience are dimensions of human capital (Barney 

1991 ;Becker 1993). 

A.II variable items will be closed-ended with six-point likert scale of 6="Strongly Agree", 

5="Agree", 4="Slightly Agree", }="Slightly Disagree", 2="Disagree" and 1 ="Strongly 

)isagree". 

1.7 Data Processing and Analysis 
,tatistical treatment of captured primary d&ta will bae involve prior sori:ing, editing, coding and 

,ccurate double entry by MS Access 2010 Edition. The cleaneJ data file will then be expo1ted to 

,tatistical Package for Social Scientist (SPSS) Versiou 17 for descriptive and inforential anaiysis 

,f measurable relationships between study variables. Descriptive statistics will be summarized in 

:a!egorical frequency !ables, charts and cross ,abulatiorn; for background information. Principal 

omponent analysis and varimax rotation methods will be the key applications of factor 

lctermination for conseqmmt analysis. Acr:ording to the ;,tndy objec1ives, PearSCJJ1°& co!1'·~iation 

nd rnultiµle regrc:.;~:ion. mw1ysis v.1ili be used for· .'.ls~ocihtions ard. predictcr c,Jnc·ibu1.i~rn.; 

cspectively. Further findings will be express?d thrnngh one way .A.NOVA oatpu, 

.8 Ethical Considerations 
'he study will be based on respect, informed cor,sent and assured coufidcntidlity witl1 

articipants. A copy of introductory letter from Graduale and Research Center will be attached to 

1c interview schedule for personal identification ,me!· aata collection respectively. Upon a;1 

pproved report, each participant was promised statisticai results . 

. 'I Limitalian., of ti.le Stmlv - '. ... 
'he study faced ti1c following limitaticns:-

1. There was delayed access to th-: ic\eai managerial per:,on d.ne to ftom--desk bureaucracy 

and active business schedules. Data collection VJas ex1ended by three weeks hence 

affecting the work plan. This called for frequent 1·evisitti and'patience. 

11. . Unpredictable inflation exposed the research budget duri11g data collection. The costs are 

independently borne to the researcher as cuts fo fie!d. costs were inevitable for·,\ 

manageable study within the al!oca~ed tlme fi-i,111,; ui,,:! f;,ian-:ial resonrrns. 

' ,I , l '• ;'~ • 
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m. External factors have unknown significant level(s) and effed to gen..-,ralise to 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. 

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

mswer study objectives and fill the knowledge gaps. 
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CHAPTER FOUR 

PRESENTATION, ANALYSIS AND INTERPRETATION OF FINDINGS 

1.0 Introduction 
fhis chapter presents and explains the analysis of the survey data. Results will include 

lescriptive and inferential statistics for measurable relationships according to the study 

ibjectives below: 

. To establish the relationship between foreign exchange risk 1t1anagement and perfo1mance of 

\BC forcx bureau. 

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

ii. To investigate. the effoct of human c~pital and fo,eig1: exchange" risk management on 

,erformance of ABC forex bureau. 

1.1 Descriptive Statistics 
hckground information was expressed in frequency taLles and charts. Firm profile included 

ubcomponent, size, duration and ownership status while rc,spondenf s features were gender, age, 

ob title /status, education and years 'in service. 

'..IJ R{·spon,$c Ilate 
'able 4 sho\VS rc-sponsc distribution by snbg,:i·oup. 

'able 4: Response Rat~ 

ilanagcment persons 

fon management persons 

'otal 

:ourcc: Primary Data 

Subgroup Sample Response No. 

65 

38 

103 

57 

36 

Response Rate(%) 

55.3 

35.0 

90.3 

'.esponse rate= (fatal Respondents/Sample)¥ JOO= (93/1,13)''1,iO=CJ0.3% 

"- total of 93 forcx bureaus provided con-1p;ete i·esponse::: to cause 90.3 percer.t rcspoase rate 

:-om the anticipated sample (11=103). Foicx bur<!aus offered successive reference. 
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t.1.2 Firm subcomponent 
'.lesults in Figure 2 show composition by head office and representative branch 

8'igure 2: Firm Subcomponent 

80 , · ·-·--···-

70 I 
60 

50 i · .. 

40 

30 ---- --~+-- ---~-----·-·- ----

20 

10 

0 

He:u,J ofice 8ran!':h 

ource: Primary Data 

.s shown in the bar graph above, 76 (81. 7%) management pt:rsons participated while 17 

r 8.3%) were non management. ABC Forex bureau is mosti;>' stand-alone main office with a few 

ranch networks in Kampala. The inability to set up bfonch('!t; c-:,umry wide w,1s also aoted in the 

l!dy. 

,1.3 Employee size 
he mimber of employees r;:,lates to human r;apital as a e0llec:tive resource to ABC forex bureau. 

csulls in Table 5 show categories of employee size for the participant branches. 
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Table 5: Employee size 

Employee Size Frequency Percent Cnmulative Percent 

1-5 52 55.9 55.9 

6-10 33 35.5 91.4 

11-15 4 4.3 95.7 

16-20 2 2.2 97.& 

> 20 2 2.2 I 00.0 

rota! 93 100.0 

~ource: Primary Data 

[he above table indicates that 52 (55.9%) brancl-,es h.1d I 10 5 em1,Joyees. 33 Af!C for~x bu,c,h: 

Jranches employed between 6 to 10 emp:oyees. Tr,is p,oves satisfaction of the minirn:m, fou;­

:l,tff requiremer.t. Eight ABC forex bureau branch:, "·ere outiiers (>IO e.;1p!Dyef) hence !:Ftd 

·1igher operational needs consistent vvilh additior1al rem!ttance services, trunsac~i.01? volun1es and 

1ighcr market. 

1.1.4 Duration of' the firm 
)uration of the ABC forcx bureaus (n=93) is shown in Figure 3 b,· operation;tl years. 

<'igurc 3: Durntion of the firm 

2% 

.28 

\i! 1-5 Years 59% 

1116-10 Years 31% 

11.,.1. 5 Years 3% 

u: >LO Ye31s 2% 

---•-·- ------



Source: Primary Data 

From Figure 3 above, 59 percent (n=55) were incorporated in the last five years. The liberalized 

'orex sector accounts for more than half of licensed forex bureaus since 2005. 

ll percent (n=38) have resourceful firm experience by over five operational years. They imply 

;rovcn going concerns against the volatile forex rates henc~ high business existence. 

1.1.5 Ownership Structure 
'orex bureal!s differ by ownership subgroup as seen in Figure 4 bdow. 

?igure 4: Ownership Structure 

· Luca! mvn2d 

~ Serh:'S1 

Foreign owned 

0 20 50 60 

ource: Pritnary Data 

.esults from Figure 4 above show 57 (61%) A13C fprex bureau management persous compared 

l 36 (39%) non management persons . 

. 1.6 Respondent Demographics 
able 6 shov,s frequ0ncy distribution graded by 1\.::spo1;,d:.:.r..1 1.,ha1<1cteJi:;tics . ..,6 111al,;3 (60.2J·6) 

uhveigh the 37 fernales by 111anagcria! rcspundenL~. Thi"!.5, :,:sp,Jr~~L-s Wl:-l'C n-1ui,., dGli1ir·.attd tc.. 
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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). 

fhis shows the active youth and middle aged have majority influence in managerial role with 

11ost full time commitment (n=90). Results for highest education attainment show 

)6 percent (n=89) held at least a Bachelor degree while 4.4 pe_·cer,t sh;,red lesser qualificationr.. 

fop management of respondent firms is hereby descdbed as highly educakd. 

,fost respondents (1F44) sc,rved between two to four ye«r. 1't'is was foilowed by the r(:.2ponder.t 

.vho served less than one year (n=7) and five to sewn ye,;rs (11=18). A total of 

19 (85.0%) respondents served between I io 7 years while 14 (15.0%) had 8 aad above years of 

vorking life. This implies considerable firm-specific expcrie1Jce in top management and could 

:ontribute to more value creation of ABC forex bl!reau brnnches i:1 Kampala nnd country wide. 

''al,!e 6: R.espondcut Pt·o!Hc H.csults 

,falc 

'cnnlc 

.gc Group 

Years) 

25 

5~29 \ 

Q:..Jt! 

5-39 

0-44 

44 

lurrcnt 

llb Title 

!anager 

Llpcrvtsor 

,· 

Frcqu'l;ncy 

56 

3'/ 

) 

38 

17 

13 

9 

0 

52 

JI_ 

30 

Pen:ent 
-- --- ____________ " ____ --- ·---------· 

60.2 

39.8 

s.,, 
.:..o.9 

18.1' 

19.4 

9 -· , I 

6~ 

.. , ai 
)),; 

,,.., ., 
.'U,.) 



Sales man 

Operations Manager 

Accountant 

Director 

Current 

Job Status 

Full Time 

i'mt Time 

flighcst 

r,ducation 

)-Level 

'\-L:vel 

Jiploma 

'lachclors 

vfastcrs 

'HD 

icrvicc 

)-1 

i-7 

i-JO 

1-15 

15 

5 

2 

2 

90 

J 

2 

2 

16 

64 

7 

2 

i7 

44 

18 

6 

4 

4 

5.4 

I.I 

2.2 

2.2 

96.8 

2,2 

") ., --~ 
17.2 

68.8 

7.5 

L,2 

18.3 

47.3 

19.4 

6.:5 

4.3 

4, -.5 

·--

------ .... -~------~ 
;nurcc: SPSS Output (n=93) 

1.1. 7 Cross Tabulations 
\ge and gender are part of respondents' characteristics shared in Table 7. 

['able 7: Age Group by Gender Results 

,ourcc: SPSS Output (n=93) 
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The 25-29 age range had a 22 (39.2%) majority male response compared I 6 (43.2%1) females. 

fhis 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 !o females at 37 (37%). This is factual 

iominance by men in age characteristics and managerial roles. As managerial persons get above 

rn years, their presence in management radi~ally dwindles tc> 9 and 6. 

<\.gc Group 

~2s years Count 

Row~"o 

Column% 

15-29 Y cars Count 

Row¾ 

Column¾ 

\0-34 years Count 

Rc)\;v 0/i, 

Coiun1n(% 

IS-39 years Count 

Rowo/0 

Column% 

iU-44 years Count 

Row¾ 

Column% 

•44 years Count 

Rowo/0 

Column% 

l"'ot~l Count 

Ro,v 0/o 

Column¾ 

Male 

2 

40.0% 

3.6%, 

22 

57.9%, 

39.3% 

lO 

5·8.8% 

!'7.9% 

12 

66.7% 

21 ... :-~to 

7 

'17.8% 

11.So/O 

3 

50.0% 

5.4% 

56 

oo.Z~~ 
100.0% 

3L 

Gcndei· 

Female Total 

3 5 

60.0% J 00.0'1/'o 

8.1% 5.4% 

16 :,g 

42.1% 100.0% 

43.2% 40.9% 

7 17 

41.2'}0 100.0%, 

i8.9% 18.3% 
--··--- _" ____ 

6 13 

33.3~~. 100.0(~<, 

16.2% 19.4% 

2 9 

22.2% 100.0% 

5.4% 9.7:-~ 

? 6 ~ 

5(.\.0% 100,:)11/o 

8.1% '6.5~/~ 

37 .. 93 

39.8°1., 100.0% 

100.0% 100.0% 

,. 



Age and education are features of the human capital. A matrix of age group by gender is shown 

in Table 8. 

!'able 8: Age Group by Highest Education Result 

'\.ge Group Highest Education 

O-Lcvcl A-Level Diploma Bachelors Masters PHD Total 

<25 Count 0 0 0 4 0 5 

~cars Row% .0% .0% .0~/o 80.0% .0% 20.0% 100.0% 

Column% .0% .0% .C% 6.3% .0.% 50.0% 5.4% 

15-29 Count 0 9 26 2 0 38 

{ ca.rs R.O\V<% .G% 2.6% 23.7% 68.LIC}( 5.3% 0"' .It 100.0'Vi, 

Column% ,0% 50.0% 56.3'½, 4i).6% 28.6% .0% 40.9% 
·---

,0-34 Count 0 0 2 13 2 0 17 

(cars Row% .0% .0% 11.8% 76:5¾ 11.8% .Oo/~ 1"00.0% 

Column% .0% .0% 125% 20.3% 28.6% .0% 18.3% 

5-39 Count 0 2 12 2 18 
1cars Row% .0% 5.6% 11.1 % 66.7% 11.1% 5.fr;,h 100.0% 

Colun1n'!l() .Oo/c; 50.0% 12.5% i 8.3°/o 28.6% SO.Jo/; 19 _it'Yo 
··------ --·---·----- ----- ·--·---··-···-·· 
G-: 01~s Com'!tt% j" 0 

., .•. _ '1 
1 0 9 ~ .) 

',~~u·s Row%, 11.1-\Vi, .0% 22.2';,,0 5:\.6% 11.1'1/f, .0% ! (',0.0°/o 

Column% 50.0% .0% 12.5% 7.8·Yo 14.3C;0 .0%; 9.7~{, 

44 Count 0 1 4 0 0 6 

'cars Row% 16.7% .0% 16.7% 66.7% .O~'o .0% 100.0% 

Column% 50.0% .0% 6.3% 6.3%, .0% .0% 6.5% 

Count 2 2 16 -·· r,4 - -··· 7 __ 2 · ---- 93 
.. 

l'otal Row% 2.2°/4, 2.2% 17.2% fll" ,,,, '1" "Of, • ?, '½ 100 () 0i 
-~ .. ~:_.,,":·.-··. ,.::~,v. __ .. :, . . o_::· .' ... -.~• 

Column% 10{U)% l00.0% lv0.0% 100.U'i, 10\).0% Hh.l.0-¼ 100.0% 

oiirce: SPSS Output (11=93) 
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rhe 25-29 age bracket had majority of 26 ( 40. 6%) Bachelors degree holders and was followed 

JY the 30-34 age bracket with 13 Bachelors holders. In addition, a count of 64 ( 68. 8%) attained 

Bachelor as highest education attainment in age by education matrix. 

)verall the 25-39 age range had the most educated age category. With more kJJowledgeable, it 

:ould be a prime target for possible human capacity by fu1iher education. 

l.2 Rotated Factor Analysis 
\ll primary data from study variables underwent principal component analysis for factor loading 

ising varimax rotation with Kaiser normalisation metl:od for easy interpretation. All factor 

·otations were converg~d in three iterations. Only ite111s with Eigen values (> 1. u) and facwr 

oadings (Min .50) were ideal for Pearson correlation and m~lti1,ie r~gression Aaalysis. 

'actor analysis in Table 9 reveals the nature ef huma11 capiLl by Training (1): ZJq.,erknce (2) 

md mdlb (3) in ABC' forex bureaus. 

----------·· -------
·!uman.C:ipita! ftcms ._ 

--raining has improved ethical financial rnnnagcrnent by ot,r errtµluy~.Js . 752 

~raining progra1ns enlumcc interpersonal teamwork for firrn 's .. ale:.: targ.~ts , 708 

Ve.• ~~upport inte_restcd employees to upgrade fon,rnl education n111; lea: nir,g .s~:,9 

~mining bm; cn;,.1bkd specific abilities like office !:',o .. :1outi1Jp;.and. tr;ch,;:ol~gy ,,595: 

Jn-joh oricnu:.:.!,o_;1 :md COlitim.:ous training c:1ai·1li::s recrnits \n know l~isks .5l~O 

~1nph::>ye:.·s ~I\~ tn:in,{;cj ~:: fricntjiy and consisl~_nl castc1tn,.;r ,;are for _.,crvicc .5(,6 . . . . . . 

'lo assess and train employees for needful.skills aHd knowledge f"'c yuar · ,551 

)ur services are unique and innovative to benei-;t customer :-:·atisr'f,ctic,n 

•:mployecs arc_ highly professional and creative to _onsur~ cqsto,ner loyalty 
. . -

'.ompetence is at the most ideal for work requirements and r~~ponsibilities 

)ur firm has the lowest cost and time per customer transu~tion 'v,· coi.~pi.aint 
¥ • ... - -~ 

i11iployees undernta1,d the firm's financial objectiY:::s, go:-J~iand r(:f·1 .. i!atiorlS 

'h¢.:' finn pddcs itself on being effective bcyc,:d· cus10iners•·Cxpi:~daf.if"';11 '· 

, 
> 

-~-- .:-.---1--~- ' . . . - . ' ' ', :---·~---~---
:nq:leyees u1splay good si-:::H:; 1n report wntrng ai1d d~c1~,,on r.1:::k11,g :r: :r,de 

:mpioyCCs displa), ribi!'ity in fOreign langung~s to C:!!Se trnslne_ss ncgo1 iations 

:n1ployces ahvays embrace team work to share skills and weet t]nll. targ~ts 

~4 . 

, .. · 

Comi2Qncnt 

.73 I 

.672 

.643 

.663 

-,, 
~ I 'l 

.)U3 

(. 

., ,. 

' . . --:-.~-

.68/4 

.647 

.626 



We have adequate tools and environment to ease new ideas and knowledge 

Management attracts and hires most talented people available in the industry 

Employees have basic information technology skills to update cw,tomer data 

Employees are constantly supported to upgrade trade skills where po:;sible 

f':igcn Values 

1/o ofVar?ance 

.586 

.526 

.516 

.504 

4.886 3.498 2.581 

20,357 14.574 10.753 
----··-------·-------------

:mnul!ltive % 20.357 34.931 45.684 

7rom Table 9, 20 items were extracted from training (var'c:20.35%), experience (var =14.574%) 

md skills (var=I0. 753%) to cause human capital variance of 45.6484 percent. 

(ey factor indices under training show es;:enlial emphasi;; for ethical financial managemem 

. 752) and teamwork (. 708). It is vital to upgrade forrr.al education and kaming ;.599), ofiice 

:omputing (.595), on job orientation and contim,ous trai:ling (.580), frien,lly cuslomer .~are 

. 566) and. annuai skills nsscssment (. 511). ~:i'.xperien,)~ wns hit?,hly i11apped- to l...:liqne c·:,~tomer 
. .. . . - . . . 

crv~c0 (. 731) -..•,rhile fhvnnrable ni-cas i11ciude cre~tivity (.1)72), ideal co!u~t-.,fencc (.643). ;:,r;d 

ran,;action efficiency (. 663). Skills are mor,: associated to reports and decision making (. 684), 

bility in foreign language (.647), shared· skills Jnd sak:; targets (.626) · ,m<l adequate 

:iolsicnvironment (.586). Training and skills are more c:mr,has.;zed than cxperienc~. 

,s shown in Table I 0, foclor analysis for fon:ign exchange rk:k n,anagemerit was ba,;ed ,:.nrrency 

tsk assessment (1) and currency risk strategies (Z). 
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I'ablc 10: Factor Analysis - Foreign Exchange Risk l\1anagement 

Foreign Exchange Risk Management Items 

vlanagement forecasts revenues/costs to determine the effect of forex risk 

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

>Ne quote and invoice in stable and gainful currnncio:s 10 limit forex risk 

vlanagement uses internal treasury section to forecast its own lorex rates 

v!anctgement forecasts currency gains or losse:.; due !£:, exchang,~ rak changes 

)ur firm has a well-defined and implemented forex risk ,nanagen:ent policy 

,fanagement has internal funds to manage and offset fortx 1isk ~xposure 

,wap contracts of currency flows has saved sales and prnfit fro .. n forex risk 

Jse of future currency contracts of trade has saved expected sales and profits 

Jse of forward contracts has saved sales and profit fro,n future forex risk 

Ile borrow gainful currencies to limit fo!'ex risk by ·,mstaL!e l0cal currency 

Jse of currency optinns h:ts saved sales and profitr1bi1ity froi.n fotex.risk 

V c b2.h~nce or 11ot c,ut ct1rrcncy receipt::: anJ pt11·chasch bet\.vee1i .1ut bri:ir1che.~·i 

:i~cu Values 

Cornpcnent 

1 2 

,752 

,708 

,599 

.595 

.580 

.566 

,.'51 

.857 

,840 

.750 

,ii4 

,f,95 

,509 

3,913 3.7se 
lo ofVarhmcc .·------·------~16. "O·• ·- ~ - 6;.;_ 

,;, ., J:,. i::, I 

'.umulalive 0/4, 16.304 3L961 

;esults in T11ble l O show currency risk asses,,mer:t (va, ·=·; 6 I04%) >hid ct,rrency ri,,k striltegie:; , 

1.1ar-~ l _(657%) ::iccot1nt fer total varianc~ 31.96 l per \.:en't ia ·k;rcign ix~h.1ngl-; rbk ITH .. nager:1~~11~. 

'.uh-c:-:.cy risk asscssn1en'i \vEls 1norc rda-lc-!c.{ and' tn1pi1:::~1'scrl · i~,J:.vt;ffl1e/~--;o~:: fo:~s"1sts \0. 7)2), 

;1dat6d inforn,~~ion system prediction to, 708) and cl,~aJ; invoic:bg (0,599)'.' 

)(her notable contributions currency risk assessment were quoti'lg :,nd inwiic';ng m gainful 

urrcncies (0.599), internal treasury fo~ecast of rate:£ (0,595), forecasts ct,rrency ·gains or losses 

ue to exchange rate changes (0,580). Other considerable practices were ,: well~defined and 

nplemented forex risk management policy (0,566) and inl:,rnal funds to manage and offset 

Jtex risk exposure (0.566). As regarGs cuff~~ncy risk sftaiP.istes, factor. nnalysi£ noted lT1pre 

11,:::ouragcment 2nd interest to adopt riik control rmcI·-1 cd'..iO.tio:i:.; ·tel,hnk1uf;",.S. (> /J 'ij \Vi~!L limi~,~n 

n111.:~h.n•.;tvvork, iten~.coefficient for netting rm~! -ba!a::eing/~ni .. n.o.d~r:,.1,te (:.5D0\ ·, 
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Table 1 i shows factor analysis on performance by Profitability (1) and Sales Volume (2) 

Table 11: Factor Analysis - Financial Performance 

fi'inancial Performance Items Component 

)verall, business gross profit has grown in the past two years 

We have been meeting sales targets or expectations 1,ince last year 

,Ve are able to fund business growth from retained profits of last year 

:ustomer base has steadily been increasing sine~ last year 

;ales inwnsity has been improving since·the last 6 momhs 

,ale of currency quantity has been steadily high in the last 6 monihs 

,he gross profit margin has been stable since the last 6 months 

)verall financial performance and future omlook is encouraging 

)vcrall, sales growth in quantity has been achieved in foe last L years 

Ve budget to forecasl costs and revenues to meet mo,Jthly.operaiions 

1Iaxii11um sales rather thar: 1naxin1urn profits is our 1naiH Gbjective-- · 

.1faxi!11un1 profits rather-tha:1 n1aximun1 sales is <-•Ur key ::ibjt';ctiv(~ 

·---·-·. 
r,, ofVal'iancc ' . 

~u1nulativc '½, 

1 

.858 

.856 

.304 

.796 

.78~ 

.760 

.696 

.674 

.647 

.51 !< 

5.S:S-l ····-·--· 

48.ii18 

48.611l 

2 

.876 

.52'-l 

l.37:3 

ll.'158 

60.()_7(, 

1 Table, ! 2 itc~ms were extracted with valid item c'oeffkients: Profitability cbims a higher 

ariance effect (var=-16.618%) compared to sa1P,s 'volume (,·ar=ll.548%) i,mi,~eforth a totai 

erformance variance of 60.076 percent: Th;; varirction:; of performance rnetri.::s :1re oni;1 by 

:1m1cial perspective. To address profitability, fd,-.~x b,Ir,,:m!,.1rg1.,ed .tnnaal };ro1:t gr "JW1:h 'll; past 
. ,. . - .. 

vn y .. ~ur E.r:}58), n1~ct!~1g ~ales targets (./}56), invcs~1]H::n.t fs,?n:.. _ei:~~:ietj_rrLfifr:;;._C:Q4), ... ;.nc.re~scd 

.1storner base(. 796), increased sales intensity ( 788) an.J sales qua!1tit:>: (. 7(j{!),. 

lonthly budget forecasts for costs and revenues to,me,;t m9nthly 9perations t,5HJ) should not be 

vcrlooked by forex bureaus. 

s regards sales volume, forex bureaus emphasize tlrnt: m.,xirra:m sales rather than maximum 

·ofits is our main objective (.876). By contrast, rc'sults rev::al,a lower coeffici-0 nt (..624) fo~ the 

em - Maximum profits rather than maximum ·sQles is ,)U1°Key c!Jjectivc. 

•>. 
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4.3 Pearson Correlation Analysis 
According to study objectives (i) and (ii) in chapter on.:,, Table 12 shows coefficient, of Pearson 

:orrelation for the tested conceptual relationships between independent variables (human capital 

md foreign exchange risk management) and the dependent performance. 

fable 12: Zero-order Correlation Matrix 

Study Variable 

I. Human Capital 

!. Foreign Exchange Risk Management 

,. Performance 

1 

1.000 

.397~,.. 

**. Correlarion is significant at the OJI] level (2--tc:iledj. 

Source: Primary Data 

2 

1.000 

.480•• 

3 

1.000 
---·----

!'be above correlation matrix shows proven association that human cap1t:il (1) and foreign 

!Xchange risk management (2) relate to performance (3). 

1.3.l Foreign Exchange Risk Management and Pcrfm ma«cc 
,tudy results in Table 12 reveals an observed significant positive rei~iio11shij, h.!tween foreig11 

~xchar::ge fisk 111anagen1e11t and pe~-fonnanc-e (r(9.J)=O . ./,~'O, _p< 0.01). _The_ 43.0 _;;e;·cent 

:-ocfficient of linear asso:..:iution supports the dcg·n:':e to 1.vhich forcig1. exchaDt[:::! r:sk 1na1~agen1~1-··t 

elates with pcrform.ancc by 48.0 percent. 

rllis r.ubstantive relationship implies a better currency risk assessment and strategies is a likely 

>bservation for belter, financial performance. It ,,ventually enha,1c0s s,•.les voiume and 

>rofitabi lity. 

U.2 Human Capital and Performance 
::.esults in Table 12 indicate a significar1tposi(iv,,.rc,1at;c,M,i1ip (r(93)'io_j1,5, ']l ,(· f • 01·. l·>c,..,,t,,.,e,.·;1 ·'• I M v, ,,.,_ 

nu1wn capi't~l etnd perfofl11ance. The collective ·1 ~le t,f irilin:ir~g, ski;.!s a1,d c;.. ~0ffollc :~ t.:latCd"'w-itli 

>Crfornu.:tlc:,; by a n1odtrate positive cO'ti.-ehitint1. Th..:ret.•re r1lor~· fa\10l1rfo.,1e hlli11iil capiniJ 

,ssociates with improved financial performance. 

l'he final model for the conceptual relationships is seen in Fig,u'e below. 
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Figure 5 : Final Correlation Model 

~ 
Risk Management 

.480« 

________ ·J 
',:*p <0.01 

!'he above Figure 5 assumes no causal conseq,.1ences and cuefficient results corroborates with 

nitia! studies in the literature review regardless ofinduslrial .;;ontext.l. 

1.4 Multiple Regression Analysis 
'.onsistcnt with Ezcjcluc, A.C., Ogwo, 0. E., and A D. Nkamntbe (2003), Tab,~ 13 a,idresses 

.1m1agcn1ent nnd l1tm::.an ,.:apital) on the d~'!pcndent fin~nci_aJ J.Mrfi:lrn1pnc~ . 

. 'al.,lc 13: Multi.pk Rcg;•cssiou Analysis 

Coefficfonts 
------·- ·---------

-----------~----·-------·-·-·-------· --------------· 
Ull stand~1rdizc.:t Sta"Jclanlized 

~!V~1.!.!o.!.!d'-"ec!.l ______ -"C,.,o"'c"-·fficicnts Coefficients 

B Std Errnr Beta 
--------------------------· 
(Constant) 

[u1nan Capital (he) 

.772 .Ti.2 

.264 : .114 

01•~ig!1 Exchange Risk idanage1nent .535 · . ! 5-S 

~ ;_~ .428 

.2'19 

.326 

Sig= 0.001 

t Sig 

3.46i .001 

'.Square= .183 

· Std EJTor of th·c Estimate =.1>52 

F. change= 10. 760' Adjusted Adjusted R :3quare = .166 
------------------~---'-------

. Dependent Variable: Financial Performance'(!,=9·})" 
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Results above show a significant model (F=J0. 76, Sig=0.001) to explain a multi regression 

~quation of financial performance (y)=. 772+.264(hc)+.535(ferm) 

f.4.1 Combined Effect by Independent Variables 
fable 13 shows both human capital and foreign exchange risk management predicts a combined 

Jffect of 16.6 percent in financial performance. Both predictors cause 18 percent variations in 

'inancial performanc~ at a coefficient of multiple deterrnin.1tio,1 (Ri=.183). 

1.4.2 Individual Contribution by Independent Variable 
0oreign exchange risk management (/J=.326, Sig=.001) ha-i a better µredictor weight than human 

;apital (/J=.219, Sig=.022) on financial perform?.nce. lm,istment in both predictor .'ari2bies w;!l 

1pprcciate more multiple effects on financial p0rfor,nancc of ABC forex buieaus. 

1.5 Other Study Findings 
l'be study used one-way ANOV A test to establish differe,1ces betwec'n swdy v1:riables ,m,c 
lemographic features for the sample like ow1,ership, gender, educ.atiun a11d years in service. 

1.4.1 AN OVA of 01Vncrship by Study Val"iable 
/ ariance analysis indicates that there is a differenc,] in !he w,ty o Nnt:!'Shi!J Sllbgroup,: percdv~ 

. . . ~. -

.nd Dpply hunirm,capitul, forex exchange risk ~nant:~-~ein:;nt <1.!1d.1;erf01TfIBn\;e. .. . . . 
--able i 4 shov\'t; c:onsiderable ,nean variuti\1n in ir:11nan Ct,1.p!tal witf1 highest sit;::1.ii~can1· ciiffefc1·1(; ~ 

lariable 

!UMAN CAPITAL 

'OREIGN EXCHANGE 

'.ISK MANAGEMENT 

e'.R1'01Uv1ANC'E. 

Ownership 

Local 

Foreign 

Total 

Local 

Foreign 

Total 

Local 

Foreign 

Total 

40 

.. . ---,.~-· 
. N IVie,m .. Di' . i•' . Sig 

-.~·7 . 4. 0 : - " 
.. .O:.i 

36 4.52 .444 .507 

93 ,t.,_:'.9 , .. 

'',:i7 1, . .1,f ·-

36 '•'.05 

C" j., 4.L 

·57 3.:--:8 
or 
.H) 3.89 I 

93 3.95 

" 



l'he above table shows mean differ~nce in human capital (di.ff II), forex exchange risk 

management (dijf. 09) and performance (diff. 09). Local and foreign owned forex bureaus a.re 

,!most similar in independent variables or dimensions. Generally, most responses show 

,ignificant agreement to items of the collection instrument. 

~.4.2 ANO VA of Gender by Study Variable 
fable 15 indicates a significant differe11ce (dif.{ .25) in the way respondents relate to 

ierformance. On the contrary, there is no significam variation in the way male and female 

·espondents emphasized on human capital and forex exchange risk manageme!1t. 

!'i\l;Jc 15: ANOVA of Gender by Study Varlable 

Gender N Mean 
--------------------------
-JUMAN CAPITAL Male 

"OREIGN EXCHANGE 

USK. MANAGEMENT 

Female 

Total 

Male 

Female 

Total 

·Male 

Femak 

Total 

56 4.60 

37 4.5.1 

93 4.57 

56 3.86 

37 J.;_;7 

9' ., ;;.87 

·, .. 56 ,. t:-.24 

1'i 

4.14 

--·--·-·-
Df F Sig 

·------ ---·~---··---·---

.287 .593 

·--·---· 

.01'! .89'/ 

--- ----·--·-···· --

t l .63S, :,_04 

n the above results, the highest mean difference obse1·ved in p<:rformanct' (d![f0.25) followed by 

uman capital (diff' 0. 07). Overall, most male respond,:nts gave an impressive emphasis on 

uman capital (M=4. 60) while all responses agreed uii both human capital and performance but 

Jrci gn exchange risk management. 

)·,.1C1·:J.ll, n1<alcs had higher rncan statistics ,'!S affin1~:1tive- ai:~re~:nenl to iterns im.det human capit~~ 

nd perforrnance. 

41 

-., 



'1.4.3 ANOVA of Education by Study Variable 
rhere is a significant difference in the way respondents' level of education relates to forex 

:xchange risk management and performance of forex lmreaus. Table 16 indicates a higher mean 

'or diploma and bachdors holders in human capital and forex exchange risk management. 

)verall, respondents at all education attainment emphasized more on both human capital and 

Jerformance compared lo forex exchange risk rnanag0111ent. Thi.; is ,1bserved by tht: clcseness of 

heir closely relntcd mean values for agree res;ionses. 

l'able 16: ANO VA of Study Variables by Education 

variable 

{UMAN CAP IT AL 

'OREIGN EXCHANGf, 

~!SK MANAGEMENT 

ERFORMANCE 

Education 

O-Level 

A-Level 

Diploma 

Bachelors. 

Masters 

PHD 

Total 

O-Level 

A-Level 

Diploma 

Bachdors 

Masters 

PHD 

Total 

O-Level 

A-Level 

Diploma 

Bachelors 

Masters 

PHD 

Total 

N 

2 

} 

16 

, 6~ 

7 

2 

$-3 

2 
., 

16 

.,4 

.. I • 

~ 

L 

9:, 
2 

2 

].,, 
64 

~( ' 

,"'1 

93 

· 42 

Mean 

4.98 

4.5'+ 
;f ·:.-.. ~; 

4 59' 

4.35 

4.73 

4.57 

Df 

< ., 

F Sig 

---'--·-~-
3~9l 

3.G3 

;.91 

~. 8c:~ ! I~•: . I_, . 97:.:. 

~ .i:P . '\ 

3.63 

3.87 
~ ' _ ... 
~.42 

.;.33 

4.33 

4.07 5 .258 .935 
. , 

':. I t 
-. ' . 

. , '\.. 
'-f.Vtl 

-1.14 
. ', 



1.4.4 AN OVA of Years in Service by Study Variable 
fhere is a significant difference in the way respondents· year, in service relates to performance 

Jf ABC forex bureaus. Table 17 indicates all respondents regardless of years of service agreed 

Jn human capital and performance. The I !-15 year category had higher mean statistic in all 

;tudy variables. There was no major difference across study variab1es. 

!'able 17: ANOVA of Ycars in Service by Study Variable 

Variable Years iH Servi~e N Mean ])f F Sig 

'IUMAN CAPITAL 0-1 17 4.49 

2-4 44 4.69 

5-7 18 4.58 

8-10 6 4.12 5 1.967 0.091 

11-15 4 4.77 

>15 4 4.1 I· 

To(al ')3 '! _,,, 
(1,,j J 

-----------· ·--- ---·----- ---·- -· ·-~,,--- ---
'OREIGN EXCHANGE 0-1 17 J.86 

ZISK MANAGEMENT 2-4 4.:~ 3 . .::7 

5-7 18 3."6 

8-10 6 3.72 5 1.130 0.350 

11-15 4 4.1 '} 

>!5 4 :; _;5 

Toia! 93 3.87 
·---------

1 ERFORMANCE 0-1'· 1'7 4.27. 

2-4 4L~ 4.07 

5-7 18 ,.!JG 

8-10 6 3.79 5 0.0492 0.781 

11-15 4 4.48 

>15 4 3.96 

Total 93 -i. t ,~. 

:)vcrall, sample responses by ovmership; s;cnder, edL:cat:on m1tl yeDI$ 111 ::er;ice had agree 

· '( ''4)"''t :..:~spoase scales approx. ana nun= 10r tac 1.:a a. 
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CHAPTER FIVE 

DISCUSSION, CONCLUSIONS AND RECOMMENDATIONS 

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

:lrnpter. The implications of the study are then examined for both research and business practic,e 

lf foreign bureaus. Future areas of research lhercby suggested. The generated finding;, do relate 

vilh prevailing literature and conceptual frameworl:. 

i.l Discussion 
['he presented findings are discussed according to research objectives and questions:-

i.1.1 Relationship between Foreign Exchange Risk Managi:mcnt and Perforrr.:mce 
\s shown in Table 12, a correlation run test revealed that 1here was a significant positive 

:ssodation betv1ecn foreign exchange rif:k 111Unagc1ncnt nnd fin,u-1ci8l !:Jeth1m1ti,;t1c2. T!·1e 

'.ol1ect1ve role of currcnl'.y risk assessn1~nt anl!. stni.~egics ht:.:J po:::itive :ceiationship -~o rerfo_•:rl1.:i.n~c 

>f !\FJC forcx burc:nus. This confinns i111provei11~n~ of !{)reign ~xchanj:e risk 1nanagemer!t in 

~J•:ex bureaus \Vil1 rcs 1.dt into improvl:!d fi11ancial pedOrmance aad inadequdr;k:s vi' ~~)reign 

:,:r;hange risk management will cause low financial p-~rform,mc,;. 

:his is in agrecme11t with Kirt (2008) who,:e study provca foreign excl!nnge· rL:k management is 

tbnut vvenllh va!uc_-in a firn1 through ::os_t efrjcti.---;e _a(:i-j i!1nc,v~~,i~e 1echriiqv~s (/ currency risk 

:ontrol. ABC Forex bureaus were able to identify that for(;;gn cxchange·risk ,\s u problem to their 

\Usiness profit and sates turnover. This is <:::011sish~1:,t \",;!th· ~itudics by Tagger~: <~id I\11 .~I?.2:n11,:;U 

2000) \Vhc i:irgucd foreign exchange i:isk ·is·.:nev~:ablt~ in·fvts.{ re~ati~d it·_,,1-:-.:: 1,;j;..-, is .-l;e-c1~•.Jst 

inprcdictablc fOrex ratf;~; hence active application -\)i: currf!n(:y risk asse:;sn1ent end counler 

.tratcgies for business survival. Relatedly, Evan ec al., (J ')8:i) asserted forei1;n exc;1ange .risk 

nanagement as-the outright solution. In addition, i, is J;;)Ssib!e to·eartt higner;profi!s·and· sales in 

:urrency trnde regardless of currency appreciation :md dep-reciation. ~irnilarly, forex l:ureaus bad 

Jrcdictablc strength (Tabk 13} and agrecabb re,spon~~~ :-~crik::~ for fon)ign .. 0xcl1'..:tlfe r!Jlt. 

t. ·~· 
·,. 
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management (Table 14) for financial performance. The mean results of the two variables 

~onsolidate works by Giddy & Dufey (2002) that firms should quantify and report currency risk 

~xposure to determine wealth through loss or profits. 

5.1.2 Relationship between Human Capital and Performance 
Results in Table 12 revealed agreeable significant positive and n~oderate relationship between 

1n!rnan capital and financial performance or' the forex bureaus. The findings show that ;kill, 

,raining and experience which compose human capital affect financial perfonnancc to achle·,~ 

mies volumes and gainful profitability. It is in agr,~em~nt with a smdy by Firzenz (2002) v"b•; 

)i!)1ingu!shed tha1 the consequence of hurnan ~apitfrl :-tncl its rnanagtmieJ1l i11f1Ut.nce bn5ini:·ss 

Julcomes of25 financial firms. Snell et al., (1999) affirms :mrr;an c~pital pnol rlu·ough ,: r~source 

)ased view becomes apparent and financial performance is al,,mr.:i. E<:!cker , 1993), Ra.,togi 

)000) and Petcraf & Barney (2003) still sustain 1he concept of employc;e i,uman capital is 

rreplaceable to truly optimize and focus firm valu•~. However human capital d0ficic,ncies LJr.;; 

visible due to a lower coefficient of association and v,e.ake.,; predictive effeG't on fir:,me,ial 

1erformance. This was consistent with l\fann (19S'C) wi,o ·«sguc,d. that desi1itt investment •ti 

:ruiniDg, evaltu·1tion of training output is frequently-: l,J\V•_.;s 3Jdai1 fitt!1S w.:.dcr sh:i:.!y lw{, I'iinikd 

;huuld lhus be of stn1tegie in1plen1entatio11 and consv(lUC!lC,; tLvthe tbre:,:·bu.:"eat!~ ln Ka1~1p·;ila. 

5.1.3 Effect of Human Capital and ·Foreign Exch:.mgc Risk Management 01. 

[>crformance 
~csults in the multiple regression model ('I'ablo 13) a,)dr-:,s.,ed ih.! ,hircl stl,dy (;bj,xtiv::: . 

. "" . ., , ' ~ ~ . . . \ 

Ihe regression indicated a reliable CO?':bined e{fect _of 2red;ct~r inde;1ern'._:~m vn,h,:.ile to 
' • ' ' • . , I'• ••• ,,, 

:::ontllbute o~to tl1e dependent variable. Ttis ir1;pli<::·; :.~"at dUlG.: .• n c~tfH~al ao.:.d f()rr;.,~·Si'1· ex:cf~1.:u·ge 
., ' ' , , - ' , . , •, • ... ,. ·,:,c 1 :•. , .. 1, . • ~ ~?} ~ . '(i ~•: 1;·~·-, ·:. 

·isle 1112.nu.gen--..crit influence::; changes in perforn1auC.:rof _Lij:.. ·:> {· .)l"C✓~- bu1~~u,.1s in. ,<_atnpt.!a. -Tht,.':. \lS 
-: r-' • ' • - • 

Jerformance progresses, human capital and foreign c:xchange iisk m1r,agt'mei,t hsve a joint 

,ffect. The conceptual model holds true tMt firms with both predictor variabi~s sH'e likely to post 

improved performance than other counterparts. This·is,sustaiual:J!e-effect since human c:2pi1al an<l 

foreign exchange risk management positively associates with financial performance of ABC 
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forex bureau. Investment in cost effective cmTcncy risk manag0ment regresses towards financial 

performance. In addition, adaption of skill, training and on job experience facilitates jointly with 

foreign exchange risk management to predict a vibrant financi&l perfo1mance in terms of 

:ivertime sales and profits for ABC forex bureaus. 

5.2 Conclusions 
1\ccording to the preceding discussions, the following are the cc,nclusions:-

Results show that existence of human capital pra,Jtices and foreign exchange risk management in 

ABC forex bureaus. This study provides unique findings or. the relationships between foreign 

"xchange risk management, human capital a'a<l finafrr:ial performance. There i•s evidence of 

,ignificantly positive linear relationship betv.·ecn foreiq;h exchar.gc 1,•).sk n1a,iag,:!mcnt. h .. wn::m 

;apital and financial· perforn1ance of ABC futex bureaus h1 Ka1np'ala. The surv,.~y rev•:!als tha't 

·ore;gn exchange risk management practices an, more , alued anci ap1.•iied by ma,iagemeni '1f 

•\BC forex bureaus compared to human capital. Adoption of currency risk as,es,meEl tools i~ 

.lms aimed to immediately identify, quantify ~nd· mitigate effects of foreign i;xchange dsk for 

mles revenue. and -pro lit margin from currency spreads. Un)ih, human capital, foreign exchange 

·isk n1mrngen1cnt proved a significantly stronger positive assClda1ion and predictive contribution 

.o Iir.ancial perfo;-111::.nce. in addition, borh hurnau capital an(! fc1.1.~ign "(!Xi;ha.r,.~/-: .. :isk .. na.•1at],;:.r.1t:.::1t 

~xchang~ risk n:.anng.eri:ent in the local c011texL -Goth iack.pe1.~d~11t \rariables •~c1:.:·r1ht1!e. to "i.argc~ 

Ji;rfonnanc0 in sales aad profits. 

5.3 Rccommcntlations 
with findings and conclusion, the following recommeadaYions are [Jresented tc, management of' 

t\.BC forex bureaus ·with reference 1.0 Heedful htu!.an i.::aphal · ano im~,;,;rv,~n-1t,ni 111 ·fvrcign 

~xchange risk 1nai1agcIT1ent 
. , 1-~. r _ ., 1 _ .. '·'f 

''B'' 1' •• • !•··n;,' •) },\ · "• - •• f" ·•, !,. · .c,;C- '],.;.,, '!,: ;:,, ,,t ~·[' ·,-).,' \,-•,.~. f••·;,'.l ,·-•·,K: .. u ~ 01ex )d],.,J.1...!S s 1ou., .. en1~nce a or:.:.x v:lSI!.-,;:i_, lh•1,a..)~ ~.,,)el ... 1~10!.v. iH!l.L•. Rt,,l' ~ .. c ! ... ;, .1e\/Gf ,, 

. . , , . , , ' . •~ '' I•, ' ', •' ;f ; ' . ' ' • 
,vliich evident!~., shov/s the \Vhat and hov,; · vf Curre:icy t,.;k · ass·(".1Sri1•.:i1;. ptb ~eG1\res m"!.d 

' • • • .> ' r •• ' • ' ' • • 11 ••' ! 

n1plr:mentdtion 'of currency risk 1nanage111ent stratCgies. 1·Je...:esShry changes sli01dd pt0,tipt forbx 

)ureaus for market efficiency to prevail in a dynamic business and knowledge. Monitor;ng and 

;valuation should be periodic for opportunities to impmve. 

- ' 4& 



Forex bureaus sho,lld organize routine and optimal investJY,ent in own employee human capital 

in form of updated firm specific skills and more in house training. This should add on training by 

he forex association. Tho forex market is information efficient hence calling for faster business 

md investment decisions. Aggressive in vestment in information technolo!,'.y will cause gains 

.hrough forex risk management practices. 

1,fanagement should opt for cost effective strategies for more significant positive relationship 

Jetween foreign exchange risk management, human rnpital and fo,anciai performance. it would 

Je profitable strategy to adopt them only wh-,n pos~ible their costs are low because investment 

;ains are small relative business size. The gross margin .per l!nit t!·ansaction is still meager due to 

;mall spreads. Currency risk retention shonlct be used if losse;; an,1 gains arc: high during 

:rnrency fluctuarions. 

\BC Forcx bureau~ shouid network and s!1are human capital c\·:,n~~er,:.lS with 1pen,be!· tinns in th,~ 

'orex associat:011 ond stakehoiders in the line ministry like BOU. A t'Obust humi,•1 capii&.! agenda 

md a business research desk or institute wili li!1Jc h11msn :::apitaj ..;ompor1(~nt t1.) men:1bers' 

:trategic goals. UFBAMRA should deveiop a 1miqu,: c-u.1so1.tiurn research and development 

cction in addition to its human resource (HR)/Training unit. 

donthly reports wi!l accordingly addres~ i·egionnl ancl firm humm,. capital chi,nges. 

apital. The UR inchargc should further create 1,umm1 c;;pital c;,:tnt,a:;0 to ic,emify "op,, in i1•.:r11an 

apitii.i ~!Gd ch::.HT!piGt1 indu~trial specific abiihie~ COdlpt.ted-,lo con-..\YlU.:-,ial bs11i.i."' 

'··· 1:11·1·« 1,·, ,.-,,, . ......... .,, ... -(""'' s·'t'ould be ll}"r: .. 1,-.•1 ·1,- '"IY,~-,,.,~,a 1 ., ... j ,...,., •.,,:;,-!1',, .. tP"( '('J"' ._,,;,.f·t ·- -· ·1•J.c- i•·, ,~,. t .lb l ..,.L:-;"~'' ,,.:,,:,._,,'>~!•J_,:,,L • ,_.,.,,.~,'-'·• ...t J...,\. .......... t._,L, !rill\. -.,\.,..\.1.._-.1, ...,., .• ..., . ., , i-,~- _. , •. ·, .. · ,.-,. ;, 

.no,viedgc~ skilis and technology for successful µerfi~·rn1a~-,c~':. 

i.4 Arcus of Further Research 
'his study outcome creates foture areas for acarfomic l1,;d bt:sinc,;s research; 

'orex !rndc is influenced by external stakeholders ifkc ,1:.~e'w1i11 retail custo1.1er bas•~. A crn.,s 

ectional study should examine relational c,:stom~!' ('api12i :&, 1 · p,•ri,5: in:;act )'' A't C: ':01·~;; 
,ureius. This ,vilf i·eveai customers' role LS forex. 

:, 
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0 oreign exchange risk management had a positive assodation of 48 percent to financial 

Jerformance. Investigation in non-forex risk profiles like operational risk or management risk 

nanagement should be related to financial performance of ABC forex bureaus . 

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

'uiure longitudinal studies should examin:: trends in human capital practicies and financial 

>erformance of ABC forex bareaus in Kampala. 

iVith low multiple variations in performance; other ,:,~;ternal facturs deserve investigation like 

inn governance, employee behavior against financiai performance of ABC forex bureaus. 
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~PPENDICES 

~ppendix I: Time Frame 

[he study will take 12 weeks, from March LO May 20 I 4. The activities of the study will comprise 
if the following. 

"io. 
ACTIVITY 

I 
' +----·----·----·--1 

4 I 

DURATION ,N \'/EEKS 

I 

Pro osal W ritin -----·-·---+----- ----·------· 
2 

__ ,_D_e_·s_·i@:ing Research Instrument ---,----------------
2 

----- Oriencation and Formalization oft[1,:, Orrmn~.'.'.~\on --
' ! 

·1 1 

I-,,-.,,;,_.,·\';, . .,),-.(:(-.--. 1·:,-\"'''l11"i'lt" t"'f(1'··, ('~-,-~·11·:-;,,~.1:,.,-.1 I : ----~I.•~<\.-•_•''";;; __ ...,,_,- 1\,, •. \...\.,1 ,._, ~ •.. · 11., ,J,;,,C•. l •• ,,.~.t,. ____ . _____ .. ,_, ___ . ________ . _____ . _ ., 

i 1 ! 
I i 
I . , I 
I Adn1inistcring the rntcrviews and ob~:cryatin11 ____ _;_ --+----~--- . , 

_Q!l~ll__i,nterpretntion and Analysis 

Report wrjlinu. ur::d_ sub1nission ·-·--1-·· ·-,,.· 
I 

I 'ft)'_f h.L , .. 

I 
I 

. . .. I ·---~---,~!--------~--- --- --·1 

-·----·--,------ -·· - ··----· ----- ---- ---- ···- - ----- ·- .. ----·i 
' I? , 
I - I 

·.· .... ___ ·._, _ ... , ______ ... __ .l_ ·----· .. · ..... · .. ___ .. __ .. _,_j 

5£1 



,\PPENDIX II: Research Budget 
fhe researcher will be required to have sufficient funds for conducting the study. The source of 
runds to finance the study will be from friends and relatiws. 

[TEM TRANSACTION 

Stationeries Stationary 

SUB-TOTAL 
(UGX) 

30,000 

TOTAL 
(UGX) 

t 30,000 I 

I i -----· ---·-··••1-----------·----,------··------·--·------·---l 
,ccretarial service:; ► TyJ.,ing i 35,0lt;l j ' 

► Photocopying :?.0,000 

---------+---►-B_i_n-di_n_g ________ 20,~~~-------L _________ ! 
:·ransporl ► To campus j ·: 8,.l,'.}G j 

··• ••1 
1
1 • • ,-r; I 'J -f"') y,,,01 I\._ , 1.::.,i., .... v _ .. .; ,.,t,.,!.l~1_,,. 

I . · I 
-✓fe-,1(1s·------------+---►-B_r_e-al..---fa-,,-t---~ino -----,---

> Tu the_ 
static-n 

i 
I 

' -, i 
I 
' 

-! 
I 
' 

1 

I 65,000 

! 

► Lun,;h 40,000 
I 
I 

I 
' . i - .. . ' 

:c~·;;1ffiL11licn1ic:n --·-· <+•-··--+--c-,,-'0_1_11_n_1L-ll---,li_c_2._--t~io:~.,-+---- - ;- ] ',.OGG -- -- I : :(c,00 - ----• -- -: 

. - . I , ,. ' -· I 
I I 

--------------,------~----- ___ J__ ________ - --- ---- ·--·---------1 
)lhcr rel3ted expenses - : 10.000 10,000 ' 

i .. 

-:O_T_A_L-----------+----------J_-/-----------------+~1-2_.2~5:,0:0:0::~--~ 

,- ' ,. 
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\ppendix III: Interview Schedule 

(ampala International University 

<oreign Exchange Risk Management, Human Capital ar1d Perform::1nce of ABC Forcx 

3urcaus in Kampala. 

)ear Participant, 

l,m thankfol for yoc1r 8ervice to the business community. As i,!1 academic requirement, 1esearch 

s being conducted to cause a dissertation repott and your response will be strictly confidenthd. 

)nly grouped data will be presented. With help of an assistant, this is to kindly request for frank 

md independent responses to the questionnaire. 

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

(-mail: --·-·-·---

( our pmticip&~ion is highly a.pprecia1ed in thin :;cad ... --rni~. en;..~•~~~-,,~r. 

'liankful, 

.......................... . (ei:,nhtct) 

J1stnu:tions: Please/ii! or tick your respoi?s"! 1vherc a~n1-,rop,~.;atl!. 

lackground !nform..tion 

l - Business Profile 
.0 Name of Firm 

.1 Location (Strc~t/No.) 

' ·'' 

.3 Employee size __ l\ifole(s) + __ Female(s) = ____ Total f:mployees 

.4 Duration of the firm Years 

.5 Ownership Structure 
l=Loc.al 
2°° Foreign 

' :\ 



3 - Personal Profile 

1.0 Gender 
l=Male 
2=Female 

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

:'..2 Current job title 
] =~1anagcr 
2=Supervisor 
3=Other, Specify ........................• 

!.3 Current job status 
1 °~Fulltime 
2=Part Time 

~,:4 Hig~1est education 
1= O-Lcvel 
2~A-Lcvcl 
3=Diploma 
4=Bachclors 
S=lvfasters 
6=PHD 
?=Professional course(s)-Specify ............... , ........... ,. 

~.5 Years in service 
1=0-1 
2=2-4 
3=-\5-7 

5=11-15 
G=>l5 

fnstructions: Based on actual and current' situation, pfo:tse tfck [O.l y<Jur , espon.::e in the 

,rJipropriate box after each staremem. 
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R.esponse Scale: 
l Strongly Disagree 

Disagree Slightly 
Disagree Slightly 
Agree 
Agree 
Strongly Agree 

,ECTION 1: HUMAN CAPITAL 
,ECTION 2: FOREIGN EXCHANGE RISK MANAGEMENT 
1/o. ; 1 J 2 I 3 i 4 I :'i f67 

Training R~o!l_~!,l -------H--L_I_ 1 1 
-l 

We assess and train cmployee8 for nec·,1fol sk:;Jls and . I I I I I 
k.!10,;vlcdge per year _____ ~--·------ I ' I i : I 
Oo-job ;ri,m,cim; ,ad comiom,~ ,rn;,,,.,, '""''"F_T_, ___ -r--;-·--1 
recruits to know tasks _______ ! : i _ I 

-t-T-raining has improved ethical financiai managcme~t- I ---1-- T i I 
-·-- by ouremplovees !---1-- ___ j__J __ _ 

Training has enabled specific abilities like 0ffice ! j ; ·1 

__ _c;_ornputing and teclmology l , ·-+- , 
We s1'.ppo1t it1tcr~~tcd employe~·s to upgmde form~_!. I ., I L i ! I 

_____ 
11 

education and Ic,~rnI~l_g _ \ ____ .:. _ _:_~:-J---~--!-------- ____ J __ : .. ,._L _____ ~ 
, ! ;(;~:?,;,:~1~:~;~::~~:,cnhance interpers~i~al te,~~"~:rkfr,:· l.-.. L ___ L __ J _c __ i __ I __ ; __ ; 

i\cqu1n.>c! fv:·cx J.t110,vledge 1~ w~~tnt1 .. 1te, .. r ~,, ctll 'I : i 1.. l '1 
l ' . I fi ' I • · 111a:nnr.rcr.::.en1 C\n::::.1t1 t 1e irm ·- _ · 1 _ .• ' • .: • .l . l ·-·-··-·----.•-----.-----·-·· . . ·--·-··· .-.. ~.--,---·-r---····-·· ·- ·--~ --· 1--··--· ------; 

Em.pk,yccs ·are ·.trei.i11cd 1n fncn.cll<.- r~nd tors" •••:ri. : 1 1 
1 I 

1

. 
customer care fon:ervice .. , .. ' '"'·"• --.~--- -'-t~~-----1--· 
Skill · · ! I ---l-'==------'--------- -------- _;, __ _,, ____ - . -__ ~ - ~- --- . 
Our employees are creative 2.nd bri.ght ,vijely I I I 
consider~d best in the industrv _ 1• I'---·· 1 

O Employees display ability in foreign langnag1,;,; to ,,as,: f 
I 

i , 
business negotiations _ _ . .. j;· ... -'+--'-'- ! _________ . ·-+ __ _I 

1 We have adecpJite tools and c1ivi1iJnn:..,)nt·l(l ~ase ne,\: I ' 1 · 
'd . 11 l ' 1 • I • 

1 
1 -cas ap· crO\V eo,,·,,, _____ -'--'---'- . '-'-'-'-'- 1 • i 

.2 I En;~l;;~cs ~!waytJmbruce te:im wrnk fr\ sli,uJ·:Jttf1;:-f" ... i. ~: . ..c. __ i:.:c. :...:.. ·=··1-·--·1 
l ,.. ~ - i . •, i fi ' ~ "'!t -_) .... • ' I : I l I 

·--- l- ,1l1t.i L1Ce1. ~1D.l v rg,-CC:::i _ ·- _ ...:....--:---·:i.:.. _---~_..::.. _______ ..:.·. i:_----=...........:..-l::. ___ :~ 

'3 r.1rrnagerr.:ent ,iHrHCtS and hire~i l'.n.:J.c1t ta_'le'nlcd pe(){l:.. j l ; 
1
1 I ! 

availabie in the industry -=--~ .. I 
.4 Employees have basic informaticn technology skill 

u date customer data 
5 Employees display good skills in report wri1ii.g' 

decision making in trade 

i ' . . l I . -,------, 
, .. to T I I . I 

I I 
I I _·:..._ . i. I 

,•.nd 
---T 

I I I 

I I 

•. I 
~----L __ I 
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.6 Employees are constantly supported to upgrade trade 
skills where possible I 

i 

l 

Exoerience 
I 
I 

. 7 Employees are highly professional and creativ?- to 1

1 ensure customer lovaltv , --+=======-=-===---~~--~-------j---+--1-----+--+---l-·---
.8 Our services are unique and innovative to benefit ! 

customer satisfaction --+"='===-=====-,--,-c,------~-~-cc-·-- -··--+--+---f---+---+---l 
Employees have wotked for many years m the finn 9 
(low employee turnover) 

:o Our firm has the lowest cost and tirne per cusiome,· 
transaction or comolaint , --+_ccc.__cc.cccc.cc_.cc_ __ ==cc_-------------1- -- --l--- . 

: i Competence is at the most ideal for work !'equire.nenLs ~i 
I 

i ! i 
and responsibilities . ___ . 1 [ [' 

:2: Employees underntand the firm's tin~nci,il objecliV>cs.1 . I . r i i 
, l 1 . I . ' . I . 

goais an(. 1:~g;.1 at1ons -·--·-----·--·-----L ... -+-·---i~ --~-:_- ! J 
The firm prides itself on beini.; effective bey-.,nd j I ! ! 1 7 II 

customers' expectation I ' I I . 
~~- GeneraHy, en1ploye(!S are risk taker~; than dsk U\'ef;:;i; il~t ----r--- : 1 -·-·-

the cui-rc.:ncy bnsiness . . i 
. . 

•-·-- ---·r-----+---+---1--+---+---a 
i. 

No currcncv Risk Assessment Rc,nonse · · L---~·--- ____ L.__ .. ·---- ---j 
.s Our firm has a well defined and implernented for.·x ri,:k : . ·1 . . I . :. . 

.. '.~~E~gcn'lcnt poi1~y_ . t ·_·_ . .l-·-·-----1---+----; _ _1 __ .. _-1. -·--· 
,(; E:'l,.cliange rut~:. risJ,: is a poten1ial £inandal rit·k 1-· .. ] . . __ i ! 1 : 

·•·--- idcntifit~-~-12,y- ~be fh:;n treasury ---------~·~_!. ______ L,, ____ l_ ____ _J _ ___ f _____ ! __ ] 
"i The rdc 0f -f()rcX;,.rat~ i1uctuatio11$ and /:!:KJx,s1.1.1·(; s:nc~ !- ] 1 I I 1 

,,_,_ .. ia~1.xearisv,~!-~·_hi;sh ------- -. ___ J ____ i I -~--l-- ___ ] 
Ji Forex 1·ate dufr!gcs affects valne~, 111 . fina,1cirJ I ] ! ] 

statements 10 eause losses ' i --+- i 
Forex rate changes affects currency contracts for future T ..... -. 
sales and purchases . _ . t. 

Future transactions and market operations ar..: afi'ecte;T~--.. -~ I 
· 1 i by forcx rate c iagges ., . ___ .. __ le..· -"-.L"----''---_J-' .. -'·-'-'-'-""-''-~ 

-
9 

0 

'· 

,ECTION 3: PERFORMANCE 

', ~.,, ,, - l- -< " u. - • J -~t.. .. , ,,, IJ .. •~ 
T 

.. 
· 1 · ·, 

. ,. 

fon;x risk and Cxi.10surc i I 
-··-

"jo~~anc.ial v:1lues arc changed into hom; currer,cy u, pu I --r--- .__J __ +- -
2 ' I a .. I 

i . rl'!portin/.). standards ' ' 
' 

;3 Managemc:nt forecasts currency gains o; ios.ses due 1:; I 
exchange rate changes· I 

,4 Management forecasts revenues/costs. to determine ti:;-t- .. 
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effect of forex risk 
Management uses internal treasury section to fotecast I I 
its own forex rates + 
Management uses external financia! services/bankers wt . -+----+--L~- I 
forecast forex rate ----------+ I 

i5 

i6 

----r- . ---7_ 
Currency Risk St1:.·:r:::11,_,·e,2"'°iic:::s'-c-----,--,--~---,,,.-l---+---+--+---I 

i7 Use of forward contracts has saved sales :-rnd p,ofit 
from future forex risk i : 
Use of flltnre currency contracts of trade h;:ts sa:Jed l ----- -1---- ---1----1----1 

' expected sales and pwfils , , i 

-,9-+-W~e bon-ow gainful currencies to limi_t fore>: rfsf; by --- -- --, 

unstable local currency ·--------+---,f---+----+- ~-
10 Swap contracts of currency flows has ,Hved sale, ~nd i 
___ profit from forcx risk _______ J · __ i. I __ 
l! Use. of currency options has s~wed sale:: c~n<i I I I { · 

_2ro_fimbiiity from forex risk ·-----------------!-· .. i . --L---~--_.c; __ j_ __ J 
:2 We divers_ily in as . many diffor~nl cmren,Jies to j IL ~ i ! j I 

r-EE~~~1ute·s:ttr!s and.E:ro11ts ___ -·---· _ ,.----1----·- ... _.. ____ l ______ 

1
i __ ..:._J ___ ..: ___ / 

::-; Our firm limits forcx risk by advance piyme,lEi of l ~ +4. i l 
_purchases and cxvcnses ·--------·--· _.....,. ---=--""--· . . ___ L, __ "_I 

14 Our firm limits forex risk by delayeci v1yrr,;:nts :,f : ! 
_____ 1 _2-urchases m!d ex,peifscs ___ ._~~--+---!- _,1f-'-~-l-----l 
1 5 Our firm offsets costs with revenues of s,,me c'u,rendes I I 

to reduce forcx risk .. . -~-Le ! --+---
We balance or net out currency receipts and purcha!;es j j 

1 
bet•,vcen our branches , I l.c 

:7 \Ve quote ,md i·nvoice in stable 8nd gainful c,,rrcncie;; ,.·--···11·· · · - ___ .I -- -- . [ 
to limit fornx risk , I . I ' 
lVlanag,::n11,;nt ha~r ;,I nH~~ 
fcrcx risk ·exr1ost\i·C: ' -. : . --~-+ ·· __ ' . . -__ ] 

, , · 1 I. · 1 - , 1 No Sales Volum~/Qmmtity Response 

--!------------------------• "--""· , C --+~-+-~-1---+~--, 
Overall, sales growth in. quantity has been achfo:,ed in ! ± 
the last 2 years . . . . ' . _ _L __ 
Sale of currency quantity has been skauily high in ti,(, ! i 
last 6 months ! 1 . . 

1 

Sales intensity ins been improvi•1g ·s'nL' tT:-~-t,1°t6_r--TT _r_ -~--. 
;:i-i- ~----r+ 
;;~---!-
,. I 
_j __ 
~:G_ 

19 

iO 

il ' . . V ··- . ,., 
' I 

months . -- i' i I 
I l -· ---- -------·-·- ---

I \Ve have 'been 111~~etlng sales targets or· exf:i1.~ctaliori;.-; I i I 

since id~a yc~l· 
I i i I I 

Custorner base has steadily been incrca~ing !,lf!CC la5l i 

I ! I ! 
year ' i 

' 
Maximum sales · rathe1· than maxiinun: J>!:_Ofi ts i3 our I ' I I - I 
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main objective 

Profitability 
! 

;5 Overall, business gross profit has grown in the past two I 
I 

--·· 
I years 

i6 I The gross prnfit margin has been stable sin,,,e the lasr 6 i 
· rnonths i 

--· .. , We are nbk to /'und business growth from .-etaimd I 
i I i ,, i 

profits of !asl year I 
I 

I I 
--· I i8 We budget to forecast costs and revenues ,o nwet I 

monthly oocrations I I 

;9 Maximum profits rather than maximum sales is our key ' 

objective I 

---- -T-
__ , 

,O Overall financial performance and future outlook is I i 

encouraam _________________ --'--±t J_ J_j ___ j 
-------END.--·----------.. -

Thanli:. You for Ynm· Tim,., 
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