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SDSB  Im pact is the research newsletter 
o f the LUM S Su lem an Dawo o d Scho o l o f 
B u siness.

Th eTh e SD SB  faculty  engages in cutting-edge 
research  in all m ajor ϐields of business 
studies. SDSB Impact sum m arises th e 
ϐindings of th e faculty ’s research  for th e 
beneϐit of th e larger public—especially  
m anagers, executives, entrepreneurs, and 
policy -m akers. Th ese ϐindings em erge 
frfrom  pioneering research  conducted by  
th e SD SB  faculty  and publish ed in th e 
w orld’s best journals and case h ubs. Th e 
new sletter attem pts to distill th e m ost 
im portant or practically  relevant lessons 
from  th ese ϐindings and sh are th em  w ith  
its readers.

SDSB Impact w ill facilitate th e sh aring of 
know ledge and dialogue betw een th e 
academ ia and th e industry , th ereby  
bringing LU M S one step closer to its goal 
of creating sy nergy  betw een th eory  and 
practice.
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Does C lu sterin g of Sam e-B ran d 
Ou tlets Gen erate M ore Sales?
Th e 2 01 8 F ranch ise B usiness Outlook publish ed by  th e International 
F ranch ise Association sh ow s th at th e franch ise industry  is set to grow  
for th e eigh th  y ear in a row .  As franch ise sy stem s expand, th e 
clustering of sam e-brand outlets, i.e., th e geograph ic concentration of 
interconnected institutions, becom es an interesting and contentious 
issue. Sh ould m ultiple sam e-brand outlets of a franch ise sy stem  be 
situated close to or distant from  one anoth er?  Th e research  conducted 
byby  M oeen N aseer B utt – in collaboration w ith  Kersi D . Anita, B rian R. 
M urth a, and V ish al Kash y ap, attem pts to answ er th is question. 

Th e increased interactions am ong clustered sam e-brand outlets m ay  
facilitate know ledge sh aring, even w h ile inducing intrabrand 
com petition. Prior research  h as focused on both  th ese possibilities – 
know ledge sh aring or intrabrand com petition – in isolation. H ow ever, 
th ere is lim ited research  w h ich  studies both  of th ese possibilities 
along w ith  clustering. Th e auth ors m ake several key  contributions to 
th e understanding of clustering and its perform ance consequences. 

U sing data fU sing data from  m ore th an 8,000 observations on th e 988 outlets of a 
large U S-based franch ise sy stem  of autom otive services across 41  
states, from  1 977 th rough  2 01 2 , th e auth ors ϐind th at a new  
franch isee-ow ned outlet w h en clustered w ith  m ature sam e-brand 
outlets w ill perform  better. Th is m ay  seem  counterintuitive. H ow ever, 
th is could be because of th e efforts of th e new  franch isee to take 
advantage of th e experience gained and know ledge sh ared by  th e 
clusclustered m ature outlets. On th e oth er h and, m ature 
franch isee-ow ned outlets clustered w ith  oth er m ature outlets of th e 
sam e brand w ill lose sales because of intrabrand com petition. Like 
franch isees, franch isor-ow ned outlets also experience a m ixed bag 
w h en clustered w ith  oth er sam e-brand outlets. Results suggest th at 
franch isors sh ould avoid establish ing th ese outlets in proxim ity  to 
oth er sam e-brand outlets, w h eth er m ature or new .  Additionally , 
acacross both  franch isor- and franch isee-ow ned outlets, sh ared 
ow nersh ip appears to h elp facilitate know ledge sh aring and reduce 
intrabrand com petition. In th e case of th e organisation th at w as 
studied, th e sales perform ance gains accruing from  sh ared ow nersh ip 
w ere clearly  signiϐicant. 

Th e know ledge gained from  th is research  w ould positively  h elp m any  
organisations th at are considering or re-evaluating th eir franch ise 
sy stem s. 

Reference
B utt, M .N ., Anita, K.D ., M urth a, B .R., &  Kash y ap, V. (2 01 8). 
C lustering, Know ledge Sh aring, and Intrabrand C om petition: A 
M ultiy ear Analy sis of an E volving F ranch ise Sy stem . Journal of 
Marketing, 82 , 74-92 . 
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A bo u t the A u tho r

M o een N. B u tt is Assistant Professor at th e 
SD SB , LU M S. H e teach es brand m anagem ent 
and retail m anagem ent. At th e Rausing 
E xecutive D evelopm ent C entre, h e teach es in 
M arketing in th e D igital Age, and Sales F orce 
M anagem ent executive program s. H is research  

interests include franch ising, m arket developm ent and m arketing. 
H is research  h as been featured in th e Journal of Marketing and 
Marketing Science. 
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Leg al recog nition of g ender non-conform ing  individuals rem ains an 
im portant unresolved policy issue because there is no sing ular 
approach to accom m odate the unique identity of such individuals 
leg ally. In the last decade, som e countries (like N epal, India, 
Pakistan, and B ang ladesh) have opted to create a third leg al g ender 
categ ory to recog nise the unique identity of g ender non-conform ing  
and/or intersex individuals. H ow ever, there is lim ited research on 
hohow  these individuals respond to the leg al third g ender categ ory. 

M uham m ad Az far N isar’s research published in G ender &  Society is 
based on ethnog raphic ϐieldw ork w ith the Khaw aja Sira com m unity 
in Pakistan. The author attem pts to understand their attitude 
tow ards the leg al third g ender categ ory created by the Suprem e 
C ourt of Pakistan during  the proceeding s of a landm ark case from  
2009 to 2011. W hile the decision to create the leg al third g ender w as 
accom panied w ith m uch fanfare, the response of the Khaw aja Sira 
com m unitycom m unity to this new  g ender categ ory has been underw helm ing . 
N isar’s research sug g ests that a larg e m ajority of the Khaw aja Sira 
com m unity continue to leg ally reg ister as m en. This seem ing ly 
paradoxical choice problem atises the instrum ental and sym bolic 
value of the leg al third g ender.

Practical concerns prim arily m otivate this paradoxical choice of the 
Khaw aja Sira com m unity about their leg al g ender. A Khaw aja Sira 
reg istering  as a third g endered individual faces fam ily pressure, 
relig ious stig m a, and hig h adm inistrative burden. On the other hand, 
there are hardly any m aterial beneϐits associated w ith the leg al third 
g ender categ ory to offset these sig niϐicant personal and social costs. 
H ence, for the Khaw aja Sira com m unity— m ost of w hom  live in 
extextrem e poverty— their practical (m aterial and relig ious) interests 
are served better by choosing  the m asculine g ender leg ally. The 
Khaw aja Sira com m unity, therefore, m ake a purposeful patriarchal 
barg ain by choosing  the m asculine leg al g ender to take advantag e of 
the privileg es associated w ith the m asculine identity in a patriarchal 
socio-leg al order w hile g iving  up the sym bolic beneϐits associated 
w ith the leg al third g ender.

If the leg al third g ender is to becom e a m ore viable option for the 
social integ ration of g ender non-conform ing  individuals, 
g overnm ents and policym akers, especially in developing  countries, 
m ust associate w ith it tang ible m aterial beneϐits – such as im proved 
job opportunities or dedicated w elfare prog ram s – to offset the 
social costs that individuals m ust bear by choosing  the leg al third 
g ender. 
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C an  Islam ic Risk-S harin g  S tabilise 
Econ om ic Grow th? 

A bo u t the A u tho r

Sy ed A u n Raza Rizvi  is A ssistant Professor at th e 
SD SB , LUM S. H e teach es Islam ic B anking and 
Finance, Islam ic C apital M arkets and Instrum ents, 
and Principles of Finance. H e is th e co-program  
director for th e executiv e program s on Islam ic 

Finance for M anagers, and Islam ic Finance for A cadem icians. H is 
research  interests are ϐinancial m arkets, Islam ic ϐinance, 
econoph y sics, and equity  m arkets in em erging and Islam ic countries. 
H is research  h as been featured in E m erging M ark ets Rev iew , E conom ic 
M odelling, and The W orld E conom y.  
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A  slow dow n in th e econom ic sy stem  can create h av oc to an indebted 
econom y . C ountries affected by  econom ic recession are m ore likely  to 
experience debt serv icing difϐiculties. Sy ed A un Raz a Riz v i’s and 
Sh aista A rsh ad’s article in Th e W orld E conom y  explores th e use of a 
GD P-linked sov ereign paper as an instrum ent in prov iding econom ic 
stability  to dev eloping econom ies. 

Th eTh e auth ors explore th e th em e of Islam ic econom ics and ϐinance, 
w h ich  lies in th e risk-sh aring principle of econom ics. H eav ily  
indebted countries can opt to index th eir sov ereign debt pay m ents to 
real econom ic v ariables as a m ech anism  to reduce ϐinancial stress. 
Th e auth ors propose th e dev elopm ent of a Sh ariah -com pliant equity  
contract called GD P-linked sov ereign paper th at can be used by  
dev eloping countries to raise ϐinancing from  th e global m arkets, 
insinstead of rely ing on interest-based loans from  m ultilateral agencies. 
E m pirical data of th e stability  offered by  th is instrum ent in econom ic 
grow th , for a large sam ple of dev eloping econom ies, com prising a 
bulk of Islam ic countries h as been studied. Findings indicate th e 
low est incom e group countries to be th e biggest beneϐiciary  of th is 
instrum ent, as th eir av erage real GD P per capita ov er a 20 -y ear 
period of 19 9 2-20 12 w ill be signiϐicantly  h igh er th an th eir actual real 
GD PGD P per capita recorded. D espite th e cost disadv antage, th ere are 
beneϐits from  cum ulativ e GD P per capita. 

Th e positiv e results and public beneϐits th is instrum ent can create 
sh ould encourage m ultilateral agencies and regional dev elopm ent 
banks to play  an activ e role as “m arket-m akers” for th is instrum ent. 
Th eir inv olv em ent could h elp address th e concerns regarding th e 
liquidity  and scale of transactions of th ese securities. Policy m akers 
m igh t be interested in th e long-term  beneϐits th rough  m ultiple 
ch annels prov ided by  th is GD P-linked sov ereign paper. Th e 
instrum entinstrum ent w ould assist in stabilising gov ernm ent spending and 
lim iting th e recurrence of ϐiscal pressures by  requiring sm aller 
liability  serv icing costs during tim es of slow er grow th . Th is w ould 
lead to m ore ϐiscal space for th e im plem entation of h igh er spending 
or low er taxes and v ice v ersa. It is im portant to m ention th at th is runs 
counter to th e experience of em erging econom ies, w h ich  are often 
forced to undertake ϐiscal tigh tening during periods of slow  grow th  in 
oorder to m aintain access to international capital m arkets. 

Th is study  is an initial exploration of th is topic and h as scope for 
future dev elopm ent. Th e auth ors aim  to initiate dialogue and 
deliberation on th e concept of GD P-linked securities from  an Islam ic 
perspectiv e. 
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M editerranean Tex tile C om pany: 
Neg otiating  For The Release Of 
H ostag es

A bo u t the A u tho r
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cu ltu re, g rou p dynam ics, social dilem m as faced by g rou p m em bers, 
how  social preferences inϐlu ence behaviou r and perform ance of 
g rou ps. H is research has been pu blished in Org anization Science and 
the Jou rnal of Operations M anag em ent.
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THE C ONTEXT

M ediM editerranean Tex tile C om pany: N eg otiating  for the Release of 
H ostag es is a u niqu e case stu dy that tou ches u pon m u ltiple 
dim ensions of the operations of a m u ltinational corporation in 
foreig n cou ntries. The case is stru ctu red arou nd a speciϐic issu e of 
neg otiating  for the release of hostag es in the w ake of political and 
econom ic tu rm oil du ring  Tahrir S qu are Revolu tion 2 01 1  in E g ypt. 
The C E O of M editerranean Tex tile C om pany (M TC ), M r Usm an Khan, 
ϐindsϐinds him self perplex ed and confu sed abou t how  to resolve the 
conϐlict in his com pany that had divided into tw o factions du e to the 
political crisis. S om e m anag ers, m ostly Pakistani ex patriates, w ere 
being  kept as hostag es by the E g yptian w orkers w ho w ere asking  for 
m ore lu crative salaries and w orking  term s. H ow  Usm an w ou ld handle 
this situ ation and neg otiate w ith the u nion representatives w ill be 
consequ ential for M TC .

THE DEC ISION

OnOn the cold evening  of 1 1  Janu ary 2 01 1 , M r Usm an Khan, the C hief 
E x ecu tive Ofϐicer (C E O) of M editerranean Tex tile C om pany (M TC ), 
w aited anx iou sly for a cru cial m eeting  w ith the senior m anag em ent. 
H e w as ex trem ely w orried abou t the recent tu rn of events that had 
resu lted in m em bers of his m anag em ent team  being  held hostag e by 
the labou r u nion at the m ills. As the C E O, he had to chart ou t a cou rse 
of action im m ediately to g et the hostag es released and to decide u pon 
thethe fu tu re strateg y for M TC , in the w ake of ong oing  and 
u nprecedented labou r and political crises. Recent political tu rm oil 
had not only destabilised the econom y and society of E g ypt bu t also 
adversely affected the operations of M TC . F requ ent labou r strikes had 
cau sed repeated disru ptions in produ ction w hich, in tu rn, cau sed 
several delays in the ex ports to the m ost lu crative E u ropean m arkets. 
The friction betw een top foreig n m anag em ent and the local 
ww orkforce had ex acerbated du ring  the last few  m onths. D u ring  the 
m ost recent labou r strike that had beg u n 72  hou rs ag o, w orkers had 
taken hostag e a nu m ber of foreig n m anag ers and eng ineers w orking  
in the m ills. Ou t of 650 em ployees, 2 50 w ere participating  in the 
strike and had placed a long  list of dem ands to be m et. The ou tcom e 
of neg otiation w ith labou r representatives w ou ld have long -term  
consequ ences not only for the safety of the hostag es bu t also for the 
viability of continu ed opeviability of continu ed operations of M TC .
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THE CO NTEXT
ThisThis case ex am ines the Ju ne 2 0 1 5 decision of M u ham m ad Asad, a fu nd 
m anag er at Al M eezan Investm ent M anag em ent Lim ited, to 
participate in the Initial Pu blic Offering  (IPO) of Al S haheer 
C orporation, a leading  m eat sector com pany of Pakistan. H e w as 
interested in increasing  the ex posu re of the M eezan Islam ic F u nd 
(M IF ) to the food sector, provided attractive risk-adju sted retu rns 
cou ld be achieved. B ased on the research team  analysis and his ow n 
assessm enassessm ent, Asad had to decide w hether to participate in the IPO 
book bu ilding  process and the nu m ber of shares to bid for at each 
price level. B oth M arket M u ltiples and D iscou nted C ash F low  (D C F ) 
valu ation m ethods had yielded share valu e hig her than the IPO ϐloor 
price of PKR 43 per share, w hich encou rag ed Asad to consider the 
investm ent opportu nity. H e also had to decide on the am ou nt that he 
cou ld allocate to the IPO on behalf of M IF . Asad had to prepare his 
rrecom m endations on the IPO for presentation and approval by the 
investm ent com m ittee in the u pcom ing  m eeting . H e has asked you  to 
condu ct an independent analysis and valu ation of Al S haheer stock 
over the w eekend and share you r ϐinding s w ith him  early M onday 
m orning .

THE DECISIO N
M u ham m ad Asad, a fu nd m anag er at Al M eezan Investm ent 
M anag em ent Lim ited, skim m ed throu g h an equ ity valu ation report as 
he reϐlected on the issu es that had com e u p in a long  discu ssion w ith 
the equ ity research team  w hich conclu ded on F riday evening , 5 Ju ne 
2 0 1 5. The discu ssion had focu sed on the u pcom ing  initial pu blic 
offering  (IPO) of Al S haheer C orporation, a leading  m eat sector 
com pany of Pakistan. The research team  w as led by Ali Asg har, senior 
m anag erm anag er research, and an equ ity analyst, H assan Khan, w ho 
specialised in food sector research. B oth Asad and Ali had recently 
attended the pre-IPO road show  and had interesting  discu ssions w ith 
Al S haheer senior m anag ers and the research analysts of the lead 
u nderw riters, the AKD  S ecu rities Lim ited (AKD S ) and the N ex t C apital 
Lim ited (N C L). The book-bu ilding  portion of the IPO w as schedu led to 
open for su bscription on 1 0 -1 1  Ju ne 2 0 1 5. Asad, w ho m anag ed the 
leadingleading  S hariah-com pliant equ ity fu nd, M eezan Islam ic F u nd (M IF ), 
w as interested in increasing  the fu nd’s ex posu re to the food sector, 
provided attractive risk-adju sted retu rns cou ld be achieved. B ased on 
the research team ’s analysis and his assessm ent, Asad had to decide 
w hether or not to participate in the IPO, and in the event of 
participation in the book-bu ilding  process the nu m ber of shares to bid 
for at each price level. The research team  had u sed the m arket 
m u ltiplesm u ltiples and discou nted cash ϐlow  (D C F ) m ethods for IPO valu ation. 
B oth m ethods had yielded share valu e hig her than the IPO ϐloor price 
of PKR 43 per share, albeit sig niϐicantly different, w hich encou rag ed 
Asad to consider the investm ent opportu nity. H ow ever, since the 
u pper price lim it of the offer w as not speciϐied, his dilem m a w as not to 
bid too low  and be priced ou t or bid too hig h, g iving  u p the u pside 
potential if the offer price settled at the hig her end. 
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A bo u t the A u tho rs

R eferences

H e w ondered if he shou ld m ake a sing le lim it bid or step bids at different 
price levels in the book-bu ilding  ex ercise. In addition, Asad had to decide 
on the am ou nt that he cou ld allocate to the IPO on behalf of the M IF . Asad 
ju st had the w eekend to prepare his recom m endations on the IPO for 
presentation and approval by the investm ent com m ittee in the m eeting  
schedu led for M onday, 8  Ju ne 2 0 1 5. 
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