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The use of ROA as a proxy for
business is not well justified.
There are many measures of
business performance. In fact, the
candidate was arguing the
weakness of accounting base
measure (see Section 1.7.2, Page

Justification added. Please refer to pages 16—
17, Section 1.7.2.

To measure business performance, many
measurements have been utilised by past
studies such as return on assets (ROA), return
on sales (ROS) and return on equity (ROE). In

16).

this study, business performance was measured
by ROA as it is widely used and well
understood compared to other types of
measurements (Carpenter, 2002). Besides that,
ROA is considered the more consistent
measure of profitability across a wide variety
of manufacturing firms (Daft, Sormunen, &
Parks, 1988).
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