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AGBA Brief: 

 

Academy for Global Business Advancement (AGBA) is a global association of 

professionals in the fields of business administration, commerce, economics, 

entrepreneurship, information technology, tourism, and hospitality management.  

  

AGBA is an “Independent, Non-aligned and Not-for-Profit Charitable American 

NGO” registered in the state of Texas (USA). It is a “Self-Funded and Stand-Alone 

Organizaitoin”  with a worldwide network of over 1000 members based across more than 

50 countries that include scholars from reputed academic institutions, corporate leaders, 

governmental officials, policy makers, entrepreneurs and consultants hailing from both 

western and emerging countries. 

  

AGBA, as a US based global organization, aims to help academics and scholars at 

business schools across emerging countries to connect with the western (developed) world 

for mutual benefit. Such collaboration would accelerate the process of globalization by 

furnishing ample opportunities to scholars in emerging countries to get recognition, 

disseminate new knowledge and assert themselves on the global stage. 

  

AGBA's Vision: 

 

To be globally recognized as a leading " Independent, Non-aligned and Not-for-

Profit Charitable American NGO” dedicated to serve the academic, professional, 

government, corporate and entrepreneurial sectors worldwide for FREE. 

 

AGBA's Mission: 

 

Building on the dynamics of the ongoing globalization process, AGBA is 

committed to provide a global platform aimed at assisting academics, scholars, 

professionals, officials, entrepreneurs and consultants of emerging countries to assert 

themselves on the global stage for recognition, networking and dissemination of 

knowledge. 
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• Nurture globally competitive talents; expertise and skills in emerging 

academics and scholars based in emerging countries; 

 

• Arrange apprenticeships for academics, scholars, professionals, 

officials, entrepreneurs and consultants on the global stage; 

 

• Provide advisory services to upcoming business schools across the 

emerging countries for accreditation by the US based: 

 

o Association to Advance Collegiate Schools of Business 

(AACSB),  
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(ACBSP), and  
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• Provide advisory services to peers worldwide to obtain “Fulbright 

Grants” from the US government successfully; 

 

• Offer customized training and professional development programs 

globally; 

 

• Act as a platform for the advancement of “Global Entrepreneurship”; 

and 

 

• Act as a platform for the publications of scholarship in globally 

respected and world-class journals indeded in Scopus and Web of 

Science. 

 

  



vii 
 

PREFACE 

 

“AGBA’s 2022 Conference Proceedings (Advances in Global Business 

Research)” contain papers that have been accepted and published after 

anonymous reviews and their subsequent revisions by author(s) for publication 

after presentation at the 18th Annual World Congress of the Academy for Global 

Business Advancement (AGBA) held at the Eresin Hotel (Topkapı, Istanbul, 

Turkiye) on July  2---4, 2022.  

 

“AGBA’s Global Board of Trustees” would like to express its appreciation 

and gratitude to Prof. Dr. Dheeraj P. Sharma, Director, Indian Institute of 

Management Rohtak  (India) and Dr. Shivendra K. Pandey, Dean (Research and 

Executive Education), Indian Institute of Management Rohtak (India) for their 

dynamic leadership, appreciable patronage and admirable support in organizing 

this fabulous global conference.   

 

We place on record our sincere appreciation and gratitude to all conference 

delegates and authors for their admirable patronage, participation and support 

facilitating the successful organization of this conference. 

 

We look forward to having all of you next year at AGBA’s 19th Annual 

World Congress to be held at the American University of Ras Al-Khaimah 

(Dubai, United Arab Emirates) on May 20 --- 22, 2023.   

 

Thank you very much.  

 

Sincerely, 

  

Dana-Nicoleta Lascu 

Christopher J. Marquette 

Dheeraj  P. Sharma 

Yeran Baishan  

Zafar U. Ahmed 

  



viii 
 

 TABLE OF CONTENTS 

 
Second-Order Confirmatory Factor Analysis of  Long-Term Relationship Management to 
Create  Shared Values among Business Partners ............................................................................... 1 

Strategic Guides to Strengthen Global Competitive Advantage in Ceramic Industry: A Thai 
Perspective ..................................................................................................................................................... 14 

Technology, Health, Education and Economic Growth Nexus: Evidence from High Income 
OECD Countries ............................................................................................................................................ 27 

Implementation of Digital Entrepreneurs in Determining  Tourism Village in Indonesia
 ............................................................................................................................................................................. 40 

The Influence of Corporate Social Responsibility Transparency, Leverage, and Enterprise 
Size on Financial Achievement Enterprises Listed on the Indonesia Stock Exchange ..... 52 

Consumer Cosmopolitanism of Vietnamese Young Consumers: Development and 
Validation of a Measurement Scale ....................................................................................................... 63 

Blockchain System and Split Payment Method: Impact of Information System Integration 
Payment System  and Reporting Value Added Tax (Vat) on E-Commerce ............................ 75 

Optimization of Digital Content Marketing to  Increase Visits to Tourist Destinations ... 87 

The Effect of Acculturation to Western Culture (AWC) and Consumer Ethnocentrism on 
Purchase Intention:  A Literature Review .......................................................................................... 99 

Management and Challenges of Digital Economy on  Developing Youth Entrepreneurship 
and Creativity ............................................................................................................................................. 109 

The Impact of Corporate Governance on  Market Value of Egyptian Firms ....................... 120 

Value Relevance of Accounting Information for  Commercial Banks in the Egyptian Setting
 .......................................................................................................................................................................... 132 

Does Board Social Network Affects Bank Performance:  Evidence from Listed Banks in 
Vietnam ......................................................................................................................................................... 143 

Is Online Education System a Better Way of Learning?  An Empirical Study from Learners’ 
Perspective .................................................................................................................................................. 154 

Dark Side of Industrialization on Environmental Sustainability and Climate Change: A 
Case-based Approach .............................................................................................................................. 164 

Towards Computing Formalisms for Environmental  Management Accounting Practices
 .......................................................................................................................................................................... 177 

Towards a Framework for Fourth Industrial Revolution (4IR) Cyber Physical Systems 
(CPSs)............................................................................................................................................................. 189 

Content-Based Attributes of Online Reviews and Its Role in Travel Decision:A PRISMA 
Method of Studies from 2009 to 2021 .............................................................................................. 201 

Adoption of Business Model in Health Malpractice   Case Of Clinics in Informal 
Sector  (Eldoret Town – Kenya) .......................................................................................................... 215 

The Effect of Sustainability Orientation and Integration on  The Food Cold Chain 
Performance ................................................................................................................................................ 226 

The Role of Message, Sender, and Receiver in E-WOM:  A Literature Review .................. 236 



ix 
 

Developing Youth Entrepreneurship and Creativity:  Management and Challenges of the 
Digital Economy ......................................................................................................................................... 247 

Artificial Destination Innovation as Sustainable  Tourism Development: A Literature 
Review ........................................................................................................................................................... 257 

A Conceptual Review of Digital Content Marketing Strategy as an Effective Practice to 
Grow Small Business................................................................................................................................ 269 

 



 

1 

Second-Order Confirmatory Factor Analysis of  
Long-Term Relationship Management to Create  

Shared Values among Business Partners 
 
 

Kanyarat  Sukhawatthanakun 
Assistant Professor of Marketing 

Department of Business Management 
Faculty of Liberal Arts and Management Science 

Kasetsart University 
Chalermphrakiat Sakon, Nakhon Province Campus 

THAILAND 
Email: kanyarat.suk@ku.th 

 
 
 

Abstract 
 

The business partner is the spearhead of driving excellent management; achieving a 
business goal cannot be done in isolation. Meanwhile, a good relationship between trusted 
and ethical partners creates shared value outcomes. Consequently, this study seeks to 
determine the guideline strategies for a form of long-term relationship management that 
creates shared values among business partners. The researcher collected quantitative data 
from 500 executives in the Thailand business sector, using 100 Likert scale question items. 
Organizational Management, Partner Characteristics, Resource Sharing, and Market 
Orientation were the constructed elements. The hypothesis test results showed that the 
differences in business scale (S-M-L) affected the focus on long-term relationship 
management to create shared values among business partners at a statistically significant 
level of 0.05. Furthermore, S-CFA analysis results indicated congruence evaluation criteria, 
including a Chi-square probability of 0.149, a relative Chi-square of 1.086, an index of item 
objective congruence of 0.953, and a root mean square error of approximation of 0.013. 

 

Keywords: Relationship Management, Shared Values, Business Partners, Thailand. 
 

Introduction 
 

Thailand’s entrepreneurial businesses in the industrial and service sectors numbered 
474,653 workplaces in 2020 (The Office of SMEs Promotion, 2020). As a result, the relevant 
government agencies have launched many policies to support these businesses since they 
form a group of influential business operators in Thailand’s economy. However, the effects 
of the coronavirus pandemic have recently hit the world economy, resulting in major 
changes in customer behaviour and reductions in manufacturing and service sector output 
that have had a major impact on entrepreneurs and the country’s economy (The Office of 
Industrial Economics, 2020). Moreover, many economic sectors had not recovered by 2021. 
These included, for example, the foreign tourist trade, since there was no longer any 

mailto:kanyarat.suk@ku.th
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extended benefit involved in promoting tourism in the country due to the health situation 
and the need to limit users. As a result, even the country’s entrepreneurs remained 
concerned (Thailand Development and Research Institute, 2021).  

 
Economic crashes force businesses to curtail investment, including long-term 

innovation investments that might have uncertain returns. However, some businesses 
managed to increase their investment in innovation during the pandemic; consequently, a 
few small businesses and new entrants were ready to enter the market after the crisis (Trott, 
2017). In high-risk business situations, the business partner is the driving force behind 
successful management; achieving a business goal is not possible on one’s own (Schuh et al., 
2014; Trott, 2017; Hopkin, 2017). Understanding each related party aids in the formulation 
of a successful plan, and it is particularly essential to incorporate customer requirements 
into the business plan, to yield long-term results (Drucker et al., 2015). High-quality 
relationships ensure repeat business and are just as important as the quality of the products 
sold in these valuable structures, where advanced technologies play a critical role (Wodecki, 
2019). Furthermore, the strategic partnering concept implies a quality relationship that 
works to solve customers’ purchasing problems and align mutual expectations, thus 
resulting in higher earnings (Frazier 1983; Chunawalla, 2013). 

 
Meanwhile, the valuable relationship between trust, commitment, and integrity 

across partners results in shared value outcomes (Mandt, 2018). Organisations, small or big, 
old or new, local or global, must be concerned about their businesses and the service to their 
customers and build a value proposition for the relevant parties (Drucker et al., 2015). 
Consequently, collecting and analysing data should be helpful for the researcher to 
understand the regular practices in Thailand’s business sectors clearly; then, the researcher 
could suggest a guideline for effective long-term relationship management to create shared 
values among business partners, based on CFA and S-CFA modelling. The purposes of this 
research article, therefore, are as follows: (1) to study the importance level of the factors 
involved in the long-term relationship management to create shared values among business 
partners, classified according to business scale; (2) to examine the different factors of the 
long-term relationship management to create shared values among business partners in 
terms of confirmatory factor analysis; and (3) to demonstrate the elements of second-order 
confirmatory factor analysis of the factors involved in the long-term relationship 
management to create shared values among business partners. 

 

Literature Review 
Organisational Management 

 

Organisations develop a coordinating plan, and the financial goals must be broken 
down into targets for functions or internal processes; thus, the organisational workforce 
must be behind the strategy and support the overall target (Hutt and Speh, 2010). In this 
situation, the top management should ensure support for the partnership with the customer 
and allow the salesperson to own the results (Silverstein and Siegel, 1991). Meanwhile, basic 
concepts such as decision-making, working with agile teams, conflict resolution, and 
communicating across culturally diverse teams provide additional resources regarding 
teamwork support solutions (Motschnig and Ryback, 2016). In small organisations, 
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management usually gets a report of operating performance once per month, with any 
resulting problems being managed by the appropriate people, including suppliers (Drucker, 
1993). Informal control works in smaller organisations, but f control must be implemented 
once organisations start to grow. Finally, the appropriate policies provide a long-term 
solution to recurring issues, whereas sales policies were just subject to review based on the 
immediate situation (Chunawalla, 2013). 

 

Partner Characteristics 
 

For most strategic selling, entrepreneurs will focus on a selling philosophy that is 
customer oriented. Because of the value of the selling function, the sales representative 
becomes a problem-solver (Chunawalla, 2013). The element of strategic selling requires the 
development of a good relationship, with excellent customer advocacy and engagement with 
the customer, as well as a good product development strategy (Chunawalla, 2013; Weinman, 
2015). O’Brien (2014) introduced the idea of the five ‘Cs’ that summarises what 
organisations need from their supply base to drive efficient business: clarity, confidence, 
closeness, contribution, and collaboration. Parniangtong (2016) identified the most critical 
criteria for supplier selection: capabilities, time, quality, cooperation/service, cost, and 
others (e.g., support, labour stability, environmental programmes). After the first round of 
purchasing has passed the performance criteria, the next stage in the development of the 
purchaser–supplier relationship is the expansion step, which focuses on the partner’s 
satisfaction with the exchange (Frazier, 1983). Having said this, Sukhawatthanakun (2022) 
found that ethical issues are of growing concern to customers in today’s business world; 
thus, organisations prefer to work with ethical partners in achieving an effective outcome in 
their long-term relationships. 

 

Resource Sharing 
 

It is widely recognized that small enterprises require support and help for business 
expansion on a larger scale, but most businesses are not investment ready. Therefore, the 
business network was more valuable, with experienced and successful entrepreneurs who 
engage in strategic alliances able to take advantage of subcontractors or suppliers to reduce 
business risks (Trott, 2017; Hopkin, 2017; Ivanov, Tsipoulanidis, and Schönberger, 2019). 
Moreover, a foreign market may necessitate significant resource commitment from local 
distribution subsidiaries, culminating in a high level of investment and activities to develop 
an industrial subsidiary or a joint venture (Chereau and Meschi, 2018). When building a 
multidisciplinary team, it is necessary to assemble the right people, with the right attitudes, 
at the proper time. The best working environments and instruments consider how people 
interact for a specific project to enable the team to engage in brainstorming, fieldwork, and 
design, produce prototypes, and quickly track progress (Pijl, Lokitz, and Solomon, 2016), all 
of which help lead to business success. Successful businesses evolve efficiently and 
decisively, but innovative businesses must generate resources, capital, supplier partners, 
and customers to create cooperative networks. 
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Market Orientation 
 

The primary capability of segment-of-one marketing is tracking and understanding 
individual customer behaviour and using an information system to customize products and 
services to the individual customer (Winger and Edelman, 1989). Therefore, the business 
marketer should develop a customer database to produce a customer contact plan (through 
direct or indirect channels), monitor performance results, and evaluate the relative 
effectiveness of the different sales channels (Hutt and Speh, 2010). Typically, the best-selling 
items and satisfying the needs of the retail channel drive production in an enterprise that 
scales and manages mass-market orientation (Weinman, 2015). Nonetheless, in an 
innovation organization, the right individuals with the right motivation to collaborate within 
the context of the right culture are a critical part of the innovation process (Mazaira, 
González, and Avendao, 2003; Cheverton, 2015; Weinman, 2015; Trott, 2017). 

 
Research Methodology 

 

Population and Sample 
 

This research has focused on business enterprises in Thailand in the industrial and 
service sectors, which total 474,653 workplaces (The Office of SMEs Promotion, 2020). 
Quantitative research was conducted among Thailand’s business executives using 
questionnaire surveys. The researcher employed multi-stage and purposive sampling 
techniques (Hair et al., 2017; Batterton and Hale, 2017), with data being collected from 500 
respondents in the period from January to April 2022. 

 

Research Instrument 
 

The survey questionnaire was structured using relevant theories, concepts, and 
studies from the literature; appropriate questions were then developed and divided into four 
parts.    Part 1 focused on business factors and included five multiple-choice question items. 
Part 2 addressed the issue of a business’s regular business practice with its partners and 
included ten multiple-choice question items. Part 3 covered strategies for long-term 
relationship management to create shared values among business partners, focusing on four 
elements: Organisational Management, Partner Characteristics, Resource Sharing, and 
Market Orientation. This section consisted of 100 questions measured on a 5-point Likert 
scale ranging from 5, “very important”, to 1, “not at all important” (Batterton and Hale, 2017). 
Finally, Part 4 asked about additional advice for developing long-term relationship 
management strategies, using three open-ended questions (Weller et al., 2018). 

  
Validity and Reliability 

 

Once the questionnaire had been constructed under related theories, concepts, and 
studies, the draft version was sent to five experts to consider its validity, suitability, and 
content accuracy. First, the five experts carefully evaluated the research variables using Item 
Objective Congruence (IOC) analysis, which gave a value of 0.60–1.00 (accepted at > 0.50). 
Then, the researcher carefully adjusted the questionnaire to follow the experts’ 
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recommendations. After this, 30 pilot sets of questionnaires were distributed to business 
executives as a random sampling test. The results from the try-out sets were then tested 
using discriminant analysis. For the checklist sections, the standard deviation of the 15 
question items as discriminating each item with the checklist formula, and the results 
showed that the standard deviation of 15 items question was between 0.35 to 1.36. Next, in 
the discrimination analysis of each 100 items of Likert’s scale questions, the corrected item-
total correlation analysis results were between 0.36 to 0.88 (accepted at > 0.30). Finally, the 
reliability score of the questionnaire using Cronbach’s Alpha was 0.988 (accepted at > 0.80) 
(Silpcharu, 2020). 

 

Data Analysis:  
 

The quantitative data collected from 500 questionnaires were analysed using 
descriptive statistics such as frequency, percentage, mean and standard deviation and 
inference statistics to test the hypotheses (Adams et al., 2007). The inference statistics 
consist of a t-Test and an F-test; to find any differences in the statistical significance, the 
researcher investigated using Scheffe’s method, with a significance level of 0.05 (Silpcharu, 
2020). A multivariate statistical analysis was worked out using the AMOS program, 
according to the evaluating metrics of the data-model fit; chi-square probability level (CMIN 
– ρ) greater than 0.05, relative chi-square value (CMIN/DF) less than 2.00, goodness-of-fit-
index (GFI) more than 0.90, and root mean square error of approximation (RMSEA) lower 
than 0.08 (Arbuckle, 2016). 

 
 

Results 
 

The Importance Level Classified by the Business Scale 
 

The F-test results of the mean comparison between the groups across the business 
scale (S-M-L) showed that, for the group of L-scale businesses, the significance level rate 
(Mean 4.13) was higher than for the group of M-scale businesses or the S-scale businesses 
(Means 3.89 and 3.87, respectively). Interestingly, Scheffe’s multiple comparison analysis 
found that the L-scale businesses keep a significance level higher than the groups of S-scale 
and M-scale businesses overall and for each of the four elements at a statistically significant 
level of 0.05 (Table 1). 

 
 

Table # 1 
Importance Level Classified by the Business Scale 

 

Long-term 
relationship 
management 

factors 

Small 
Scale 

Medium 
Scale 

Large 
Scale 

Overall 
Importance 

Level 

Mean Mean Mean Mean S.D. 

Overall 3.87 3.89 4.13 3.94 0.35 High 
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Organisational 
Management 

3.88 3.90 4.17 3.96 0.40 High 

Partner 
Characteristics 

3.82 3.84 4.09 3.90 0.42 High 

Resource Sharing 3.94 3.93 4.17 4.00 0.37 High 

Market Orientation 3.84 3.87 4.08 3.92 0.36 High 

 

Confirmatory Factor Analysis (CFA) 
 

The CFA was developed from 100 observed variables of long-term relationship 
management to create shared values among business partners consisting of four latent 
variables. After model modification, the ‘Organisational Management’ element consisted of 
8 variable factors, the ‘Partner Characteristics’ element consisted of six variable factors, the 
‘Resource Sharing’ element consisted of six variable factors, and the ‘Market Orientation’ 
element consisted of seven variable factors, a total of 27 variable factors. As a result, the 
simulation model passed the standard fitting criteria (Arbuckle, 2016) with the empirical 
data shown (CMIN – ρ = 0.090, CMIN/DF = 1.080, GFI = 0.950, and RMSEA = 0.015). 

 

 

Second-order Confirmatory Factor Analysis (S-CFA) 
 

Figure # 1  
S-CFA Model after Modification in Standardized Mode 

 
 

After carefully modifying the S-CFA model based on the CFA model, the researcher 
cut off one variable, OM20, as shown in Figure 1. Therefore, the value of evaluating metrics 
of data-model fit of the S-CFA by congruence evaluation criteria was improved to CMIN – ρ 
=0.149, CMIN/DF = 1.086, GFI = 0.953, and RMSEA = 0.013. In summary, the four latent 
variables could sort by weighted scoring prioritization from highest to lowest, as follows: (1) 
resource sharing, with a regression weight of 0.93 and R2 = 0.87; (2) partner characteristics, 
with a regression weight of 0.91 and R2 = 0.82; (3) organisational management, with a 
regression weight of 0.88 and R2 = 0.78; and (4) market orientation, with a regression weight 
of 0.84 and R2 = 0.71.  
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Table # 2 
Mean and Standardized Regression Weights 

  

Long-term relationships management to create shared 
values among business partner factors 

Mean 
Std. 

Regression 
Weights 

P 

Organisational Management (OM) 3.96 
  

OM01 Set up short-, medium-, and long-term plans 
that conform with organisational policy 

4.48 0.54 *** 

OM02 Initiate a flexible plan to cover the ever-
changing needs of customers 

4.18 0.31 *** 

OM04 Operate an efficient network management 
system through the up-, mid-, and down-
streams 

4.28 0.56 *** 

OM07 Build up a user-friendly knowledge-based 
platform on creative innovation 

4.21 0.52 *** 

OM09 Decentralise the decision-making 
responsibility to the authorised employee 

4.31 0.55 *** 

OM11 Create effective communication channels inside 
and outside the organization 

4.42 0.58 *** 

OM17 Apply good governance and transparency  
in business operations 

4.44 0.55 *** 

Partner Characteristics (PC) 
   

PC02 Understand the current and future situations of 
business partners 

4.44 0.65 *** 

PC05 Implement a decision-making approach across 
the organization 

4.35 0.60 *** 

PC07 Own business ethics and strictly comply  
with the law 

4.37 0.53 *** 

PC13 Adopt a flexible operation to facilitate the needs 
of partners 

4.30 0.46 *** 

PC16 Intensively manage the confidentiality of 
partner information 

4.44 0.64 *** 

PC25 Conduct performance improvement based on 
supplier evaluation results 

4.26 0.50 *** 

Resource Sharing (RS) 
   

RS02 Provide a sufficient investment budget for the 
joint working plan 

4.33 0.66 *** 

RS06 Assign an energetic leader to run the joint 
project 

4.36 0.71 *** 

RS08 Ensure all employees recognise ‘shared value’ 
as the organisation’s culture 

4.29 0.51 *** 
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Long-term relationships management to create shared 
values among business partner factors 

Mean 
Std. 

Regression 
Weights 

P 

RS14 Exchange best practices between teams and 
related organisations 

4.47 0.57 *** 

RS19 Attend to the use of copyrights, petty patents, or 
patents of innovation initiated through the joint 
development 

4.43 0.65 *** 

RS20 Share profit turnover of the joint project  
which reaches the commercial target 

4.41 0.66 *** 

Market Orientation (MO) 
   

MO03 Initiate the customer-centric concept from 
production to the end-user 

4.30 0.32 *** 

MO09 Create a brand and product story to simplify 
market recognition 

4.34 0.64 *** 

MO10 Set up a big-data system linking and integrated 
with marketing management 

4.56 0.37 *** 

MO13 Provide an accurate logistics system and on-
time delivery 

4.41 0.58 *** 

MO17 Use digital technology systems to reduce the 
processing time for customer ordering (e.g., e-
procurement, e-tax invoices) 

4.35 0.56 *** 

MO21 Conduct customer satisfaction surveys to 
facilitate continuous improvement 

4.40 0.52 *** 

MO22 Develop new markets for business growth 4.43 0.52 *** 

 

Table 2 shows the mean and standardised regression weight results for the four 
elements in the second-order confirmatory factor analysis of the long-term relationship 
management to create shared values among business partners. There were 26 variable 
factors, as set out below: 

 

1. The seven variable factors of the organisational management element are sorted 
by descending weighted score as follows: OM11, OM04, OM17, OM09, OM01, OM07, and 
OM02. 

2. The six variable factors of the partner characteristics element are sorted by 
descending weighted score as follows: PC02, PC16, PC05, PC07, PC25, and PC13. 

3. The six variable factors of the resource sharing element are sorted by descending 
weighted score as follows: RS06, RS20, RS02, RS19, RS14, and RS08. 

4. The seven variable factors of the market orientation element are sorted by 
descending weighted score as follows: MO09, MO13, MO17, MO22, MO21, MO10, and MO03. 

 
Conclusion, Discussion and Managerial Implications 

 

Organisational Management 
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The results of the model analysis confirmed that long-term relationship management 
to create shared values among business partners has the highest regression weight in the 
factor, ‘Create effective communication channels inside and outside the organisation’; this 
means that using various channels can best improve communication effectiveness with 
partners either inside or outside the organisation. According to Chereau and Meschi (2018) 
and Ivanov, Tsipoulanidis, and Schönberger (2019), the essential success component of the 
value network segment requires entrepreneurs to demonstrate their reliability to partners 
both up- and down-stream. In addition, organisations should apply good governance and 
transparency in their business operations. This point is supported by Sukhawatthanakun’s 
study (2022), which mentions that businesses must run their policies regarding society and 
the environment using transparent and ethical behaviour. 
 

Partner Characteristics 
 

The results of the model analysis confirmed that long-term relationship management 
to create shared values among business partners has the highest regression weight in the 
factors ‘Understand the current and future situations of business partners’ and ‘Implement 
a decision-making approach across the organisation’. These results show that entrepreneurs 
should have a data-mining system for forecasting business trends. This point is confirmed 
by Winger and Edelman (1989), who suggested that the long-term planning approach to 
selling segment-of-one marketing should be run using decentralised decision-making under 
the umbrella of the integrated organisation system. Moreover, at present, SMART 
applications of Big Data start with the issue of business strategy, to identify the areas in 
which data can make the most significant difference in terms of decision-making, marketing 
offers, levelling-up business performance, transforming organisations, and development 
good customer relationships (Chunawalla, 2013; Weinman, 2015; Marr, 2016; Wodecki, 
2019). 

 

Resource Sharing 
 

The results of the analysis confirmed that long-term relationships management to 
create shared values among business partners has the highest regression weight in the 
factors ‘Assign an energetic leader to run the joint project’ and ‘Share any profit turnover of 
the joint project which reaches the commercial target’. The researcher can explain that the 
partner benefit turnover is the outcome objective of the project collaboration. Rosell (2015) 
pointed out that business partners should consider a shared collaborative strategy combined 
with the knowledge to develop new products under the right team leader. The business 
network can engage in strategic alliances to take advantage of and reduce business risks 
(Trott, 2017; Hopkin, 2017; Ivanov, Tsipoulanidis, and Schönberger, 2019). Moreover, top 
management should support the collaborative team by providing resources such as a team 
leader, a budget, a joint working plan, equipment and machines, or an R&D workspace area. 

 
Market Orientation 

 

The results of the model analysis confirmed that long-term relationship management 
to create shared values among business partners has the highest regression weight in the 
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factor, ‘Create a brand and product story to simplify market recognition’. This finding 
supported that brand values can be increased by fostering collaboration with business 
partners (Tajeddini and Ratten, 2020). In addition, the factor of ‘Provide an accurate logistics 
system and on-time delivery’ shows a high regression weight which means the purchasing 
organisation preferred to receive their purchased products/services within a suitable 
delivery time in order to maintain a good long-term relationship with their business partners 
(Schuh et al., 2014; Kotler and Armstrong, 2016; Parniangtong, 2016). Furthermore, 
Tajeddini and Ratten’s (2020) investigation has shown that inter-firm market orientation 
positively affects both financial performance (achievement of sales and profit goals and 
return on investments) and market performance (quality of service, customer retention and 
satisfaction). 
 
Recommendations 

 

The research results are helpful for business entrepreneurs who require long-term 
relationship management to create shared values among business partners. Resource 
sharing is the most powerful tool for creating shared values of the four essential latent 
variables identified. Therefore, top management executives should provide members of the 
collaborative team with the opportunity to share their ideas and issues through various 
channels, to share updated information on any changes in the organisation and foster 
appropriate joint working environments with the business partners. Nonetheless, in 
business ethics, executives must prioritize member equality, fairness, and customer data 
confidentiality for both partners and employees to avoid inappropriate implementation and 
manage their organisations using good governance principles. 

  
Future Research Directions 

  
Further study should be able to focus on the impact on relationships between 

business partners of disruptive technology, the COVID-19 pandemic, international trade 
wars, or actual war, all of which will be interesting topics. 
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Abstract 
This paper’s research objective is to simulate structural equation modelling of 

strategic guides to strengthen global competitive advantage in ceramic industry. Qualitative 
and quantitative analyses are implemented to interpret the information from 500 
questionnaires from ceramic enterprises. The research outcomes concerning resource 
management, a leader fully equipped with the vision and mission to drive the ceramic 
business globally is needed. Regarding market orientation, high efficiency and accuracy in 
product shipping are necessary. For knowledge management, the team learning 
encouragement must focus on unity and group-work problem-solving. Production 
technology and innovation were the lean manufacturing methods to facilitate cost savings. 
The hypothesis was tested and was not significantly different at the 0.05 level. Moreover, the 
structural equation model analysis passed the evaluation criteria with the empirical data.  
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Introducion 
 

In the highly competitive globalised economy, technology was a vital influence on the 
production system (Lakhdar et al., 2021); therefore, strategic development is needed to 
increase the competitive efficiency crucial to the ceramic industry in Thailand. Furthermore, 
it is a critical sector for the Thai economy because most materials are locally sourced. In 
addition, the employment rate is high, and the industry helps distribute income to the 
countryside. Furthermore, ceramic products are also deeply woven into the cultural 
identities of many national localities. Thailand’s ceramic industry entrepreneurs have 
experienced problems due to rising fuel costs, minimum wage increases based on 
government policy, and slowdowns in the Thai and world economies, leading to lower 
purchasing power. Moreover, there have been effects from other countries’ competitive 
products, especially those from China, whose manufacturers have advantages in materials 
and price, resulting in the closure of ceramic factories in Thailand. Data from the annual 
report by the Department of Industrial Works, Ministry of Industry (2016b) indicate that 9, 
16, 25, 186, and 199 ceramic factories closed in Thailand annually from 2017 to 2021, 
respectively. This pattern reflects the lack of competitive advantage of ceramic enterprises 
in Thailand. Furthermore, according to government data, these factory closures are driving 
unemployment; employment in the industry group decreased from 45,000 workers in 2016 
to 44,000 in 2017 (The Office of Industrial Economics, 2021). Thai ceramic manufacturers 
are losing ground in cost, quality, and production capabilities. The main expenses of ceramic 
production, which are rising, are wages, gas, and kaolin (a fine, soft, white clay) (Mestre et 
al., 2019; Hussain, 2018). Therefore, firms in the ceramic industry in Thailand have 

increasingly struggled to stay in business (White and Hamilton, 2021). The management 
strategies employed by the ceramic industry in Thailand must be adapted to improve its 
capability and potential to compete regionally and globally, leading to the present study of 
strategic guides to strengthen global competitive advantage in the ceramic industry. 

 
Based on the many challenges facing the ceramic industry in Thailand, the 

researchers specified the research objectives as follows: (1) to study the elements of 
strategic guides to strengthen global competitive advantage in ceramic industry and, (2) to 
develop a structural equation model for strategic guides to strengthen global competitive 
advantage in ceramic industry. 

 
 

Literature Review 
Resource Management 

 

Adaptations are needed to ensure the viability of the ceramic industry in Thailand. 
Therefore, the ceramic industry must rely on many vital factors to compete sustainably in 
the global market. For example, for the successful operation of the industry (Fuertes et al., 
2020), the concept and theory of competitive advantages based on available resources in the 
organisation must be understood and applied to prevent competitors from copying designs 
and being able to gain a price advantage or create unique products or services 
(Pisitsankkhakarn and Vassanadumrongdee, 2020). The resource-based view (RBV) theory 
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is based on endogenous growth and states that organisational growth results from the 
entrepreneurs’ strategic management of resources to increase sustainable competition 
(Khan, Yang, and Waheed, 2019). Essential resources of an organisation consist of four 
aspects: value, rarity, imitability, and non-substitutable. In addition, ceramic entrepreneurs 
should consider business opportunities due to the technological changes affecting the 
economic environment of the ceramics industry. Finally, competitive and organisational core 
abilities should be used to develop products that suit rapidly changing customer needs 
(Kuntamas and Shoommuangpak, 2020; Winkelhaus and Grosse, 2020).  

 

Resources are divided into existent and non-existent resources. Examples of the 
former are materials and machinery. The latter refers to necessary knowledge resources that 
add value to the business, such as skills and expertise. These resources align with Barney’s 
RBV theory, focusing on valued resources in an organisation and the capability to manage 
these resources. These resources are essential for improving an organisation’s efficiency to 
gain a competitive advantage in an economic society and for changing the knowledge base 
at the personal (Ramadani et al., 2022), organisational, and global levels. In addition, the 
ceramic industry requires various strategies to compete internationally (Dessie, Mengistu, 
and Mulualem, 2022). One example is having an international adaptation strategy divided 
into multi-domestic, international, global and transnational sub-strategies. 

 

Consequently, the ceramic industry must manage organisational resources regarding 
materials and labour to achieve competitive advantages. Resources must be unique and 
outstanding and add value to the organisation (value). They must be hard to find (a rarity), 
and products must be difficult or very expensive to imitate (imitability). In addition, 
replacements must be unavailable or difficult to create (non-substitutable). Examples of 
strategies that can achieve these resource goals are trademarks, organisation reputation, 
staff expertise, secret formulas, and product-value perception. These can be used to 
sustainably improve the organisation’s operations (Dondi et al., 2021; Cucchi et al., 2022). 

 

Production technology and innovation 
 

Production technology and innovation play essential roles in the development of a 
country and are critical in increasing the competitiveness of the Thai ceramic industry 
(Gabaldón-Estevan et al., 2018). Adding value to new products or improving production to 
respond to consumer demands can be realised by enhancing the quality and raising the 
standard of the products, lowering production costs, increasing the number of products, 
increasing export values, or developing more highly skilled workers (Nath, 2021). The 
process of innovation involves collecting, synthesising, and creating new items. Its 
application can add value to products and production processes, leading to unique 
competitive advantages in the industry (Burgelman, Snihur, and Thomas, 2021).  

 

Therefore, the ceramic industry requires modern technology or innovative new 
production processes to achieve the lowest-cost ceramic production. Abbate et al. (2021) 
introduced the concept or theory that categorised innovation based on the scope and 
objectives of business use consisting of seven characteristics: innovative products, 
processes, organisations, management, production, commercials or marketing, and service. 
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The elements of innovation identified by Harris are identifying the problem, idea generating, 
idea selecting, building, prototyping, testing, and marketing. Thus, the management of 
innovation and technology is an essential strategy affecting the success of the ceramic 
industry (Furrer, Mostofi, and Spinler, 2022). 

 

Market orientation 
 

There are two ways the ceramic industry can employ marketing orientation 
strategies to create competitive advantages: (1) relationship building with proactive 
marketing and (2) relationship building with reactive marketing. The efficiency of 
relationship building results from efficient customer data management and using that data 
for product improvement. First, the firm should match and offer the customer demands and 
material designs for ceramic production, creating competitive advantages (Allen and Chu, 
2021; Matarazzo et al., 2021). Modern marketing that builds customer relationships rather 
than just selling the products should be emphasised to keep the ceramic industry in business. 
Critical importance should be placed on responding to customer emotions and satisfaction 
and creating mutual experiences between the customers and the brand. The 4E marketing 
format (experience, exchange, every place, and evangelism) must be a part of inbound 
marketing, focusing on pulling consumers to the brands rather than the other way around. 
In applying this marketing format, the brand would entertain or provide knowledge to the 
consumers rather than focus solely on selling. 

 

Allen and Chu (2021) explained the concept and theory of the 4Ps marketing mix: 
product, price, place, and promotion strategy, which have been popular since at least the 
mid-20th century. In addition, Camilleri et al. (2018) proposed new essential marketing in 
1990 that changed the 4P concept into the 4C model: customer perspectives, cost, 
convenience, and communication. As a result, the concept is widely known as the 4E strategy 
in today’s global economy.  

 

Knowledge management 
 

For the ceramic industry to stay in business, knowledge management, which is used 
for organisation management, is needed at every level of the organisation. Concept and 
theory divide organisational knowledge management into tacit and explicit knowledge 
(Alshanty and Emeagwali, 2019). The former refers to knowledge rooted in a person, derived 
from learning experiences, and can be developed and used to improve competitive 
advantages. The latter refers to knowledge that can be collected and delivered in documents, 
such as manuals, reports, and books. There are four processes in the knowledge level cycle: 
socialisation, externalisation, combination, and internalisation. Therefore, ceramic 
industrial entrepreneurs must specify this as a strategy for ceramic production. 
Furthermore, they should ensure that staff at every organisational level employ learning as 
a part of labour management to achieve the lowest labour cost (Yin, Chen, and Li, 2022; Lin, 
2021). 

 
Research Hypotheses 
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H1 Resource management directly influences production technology and innovation. 
H2 Resource management directly influences knowledge management. 
H3 Resource management directly influences market orientation. 
H4 Market orientation directly influences production technology and innovation. 
H5 Knowledge management directly influences market orientation. 
H6 The importance of strategic guides to strengthen global competitive advantage in 
ceramic industry, categorised by industry size, is not different. 

 
Research Methodology 

 

This mixed-methodology research consists of three parts. First, the researchers 
started with qualitative research using in-depth interview techniques, followed by 
quantitative and qualitative research using focus group techniques to confirm the accuracy 
of the structural equation modelling of strategic guides to strengthen global competitive 
advantage in ceramic industry. Finally, the research methodology is presented in steps 
covering the population and sample groups of the research, research instruments, data 
collection, and statistical data analysis.  

 

Population and Sample 
 

For the qualitative research using an in-depth interview analysis, the population for 
the present study comprised nine experts selected using purposive sampling (Gabaldón-
Estevan et al., 2018). For the quantitative research, the population for the present study 
comprised 1,969 ceramic industry entrepreneurs from SMEs and large firms (Department of 
Industrial Works, 2021a). The researchers determined the sample group size, and the 
criteria for a factor analysis or structural equation modelling were used, which specified that 
good sample size was more than 500 samples (Klein, 2018; Nakata et al., 2020). Multistage 
sampling (Klein, 2018) was employed. The first step was dividing the ceramic industry into 
SMEs and large firms. Then, the lottery method of probability sampling was used. Every 
population, therefore, had the opportunity to be represented in the sample group. The 
qualitative research used a group discussion technique, relying on 11 ceramic experts 
selected using a purposive sampling method. 

 

Research Instrument 
 

The research instruments in the present study were categorised into two types based 
on their characteristics. The research instrument for qualitative research was a structured 
in-depth interview, whereas the instrument for quantitative research was a questionnaire. 
The Index of Item-Objective Congruence was used to check the compatibility between the 
questions and study objectives. A trial was performed with 30 participants with 
characteristics similar to the present study population. The data were analysed by 
calculating the discrimination values of the questionnaire scores for each checklist question, 
including the standard deviation. The correlation, reliability, and Cronbach’s alpha values 
were calculated for the estimated rating scale questions (Wadsworth, 2020) using the SPSS: 
Statistical Package for Social Sciences for Windows. For the present study, the discrimination 
and reliability values of the questionnaire were 0.310–1.660 and 0.973, respectively. The 
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research instrument for the qualitative research with the focus group interviews was a 
conversation recording form. 

 

Data collection  
 

The qualitative research data were drawn from in-depth interviews with ceramic 
experts and transcribed word-by-word from audio recordings. Questionnaires from SMEs 
and large businesses were collected for verification for the quantitative research. They were 
coded and recorded on computers for further statistical analysis. The experts’ conversation 
recording forms were transcribed for the qualitative research using focus group interview 
techniques (Silpcharu, 2020). 

 

Statistics for data analysis  
 

For the qualitative research, content analysis was conducted to analyse data from the 
in-depth interviews. For the quantitative research in this study, descriptive, inference, and 
multivariate statistics were analysed using the SPSS and Analysis of Moment Structure 
(AMOS) programs. Regarding inference and multivariate statistics, the structural equation 
model was analysed for the related statistics data and the research hypothesis testing 
interpretation. The adaptation of latent variables was performed by modifying an observed 
variable to align with the empirical evidence by the criteria, using a variable from a five-point 
rating scale question from the data collected by the researchers. First, the researchers 
modified the model by considering the modification index value. The model was recalculated 
until the structural equation model was complete and aligned with the empirical evidence. 
There were four values in the assessment of congruence of the data-model fit These 
measures were CMIN-ρ (the chi-square p-value) > 0.05, CMIN/DF (the relative chi-square 
value) < 2.00, the goodness of fit index > 0.90, and the root mean square error of 
approximation value < 0.08 (Arbuckle, 2016). 

 

Results 
 

Elements of strategic guides to strengthen global competitive advantage in ceramic 
industry: 

 

According to objective no. 1, which was to study the elements of strategic guides to 
strengthen global competitive advantage in the ceramic industry, the qualitative research 
through in-depth interviews with experts was divided into four element strategies. These 
strategies were (1) resource management, (2) production technology and innovation, (3) 
market orientation, and (4) knowledge management. The analytical results of the 
importance levels of these four elements are presented in Table 1. 

 

 

Table # 1 
Overall means and standard deviations of importance levels 

Elements of strategic guides to strengthen global 
competitive advantage in ceramic industry 

X S.D. 
Importance 
levels 
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Overall 3.94 0.45 high 
1. Resource Management 4.09 0.48 high 
2. Production Technology and Innovation 3.71 0.58 high 
3. Market Orientation 4.04 0.48 high 
4. Knowledge Management 3.93 0.58 high 

 
Table 1 presents the analysis of the importance of strategic guides to strengthen 

global competitive advantage in ceramic industry and indicates an overall high level of 

importance ( = 3.94). In addition, the importance of each strategy was also at a high level. 

The mean score for each strategy was as follows: resource management (  = 4.09), market 

orientation (  = 4.04), knowledge management ( = 3.93), and production, technology, and 

innovation (  = 3.71). 
 

Structural equation modelling analysis 
 

The research results to develop a structural equation model of strategic guides to 
strengthen global competitive advantage in ceramic industry are presented in Figure 1 and 
Table 2. 

 

Figure #1 
The structural equation model in the standardized estimate mode  

after modification 
 

 
 

Table # 2 
Analysis of result of the structural equation model after modification 

Variable 
Estimate R2 Variance C.R. P 

Standard Unstandard     

Resource Management    0.18   
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Production Technology and 
Innovation 

0.641 0.70 0.75 0.05 5.904 *** 

Knowledge Management 0.635 0.86 0.40 0.20 8.427 *** 
Market Orientation 0.52 0.65 0.53 0.13 6.006 *** 
Market Orientation       

Production Technology and 
Innovation 

0.28 0.25 0.75 0.05 3.356 *** 

Knowledge Management       

Market Orientation 0.28 0.26 0.53 0.13 3.942 *** 
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Conclusion, Discussion and Managerial Implicatioms 
 

Important issues derived from the research results on the strategic guides to 
strengthen global competitive advantage in ceramic industry are discussed in related 
research documents. 

 

Resource management was the element with the highest mean score for strategic 
guides to strengthen global competitive advantage in ceramic industry. This point aligns 
with Yin, Chen, and Li’s (2022) work. The management of valuable organisational resources 
by inviting experts to collaborate and create innovation in designing and developing 
products was founded in Portugal. This result was also supported by Lin (2021), who found 
that an organisation’s most efficient resource management was to bring in experts to 
collaboratively manage knowledge in designing products in Taipei and exporting the 
products abroad. The public sector also played an essential role in branding to export to 
other countries. 

 

Resource management directly influenced knowledge management and had the 
highest weight on the influence line. For example, Yin, Chen, and Li (2022) brought ceramic 
production experts to collaborate and create innovative designs in Portugal using knowledge 
exchange strategies that led to closer collaboration, resulting in future design experts with 
specific skills gained through practical knowledge and experience. The findings also align 
with Lin (2021), whose resource management of an organisation referred to ceramic experts 
coming together to collaborate in designing ceramic products in Taipei for export to other 
countries, with the public sector playing a role in creating the branding. Therefore, ceramic 
industry entrepreneurs in Thailand should introduce the valuable resources of ceramic 
production experts, quality products, and modern technology to produce valuable ceramics 
in response to customer demands. Furthermore, they should work with the public sector to 
learn materials, labour, and modern technology to increase knowledge and production skills 
(Alshanty and Emeagwali, 2019).  

 

Resource management directly influenced production technology and innovation, 
supported by Allen and Chu (2021), who studied ceramic production innovation in India. 
The importance of resources for producing ceramics was emphasised by changing from 
traditional Indian pottery production to more modern techniques. Because of the expansion 
of the ceramic industry, a rapid expansion occurred in modern machinery in the pottery 
production industry. In addition, this result also supported the findings by Dondi et al. 
(2021), who focused on the supply chain management of materials for ceramic production 
in Italy and Spain. Modern technology was used to distribute material sources and determine 
new material sources. New technology was also used to improve transportation, material 
selection, and purification. Thus, the supply chain was driven through complicated methods 
relying on technology as a tool to manage resources efficiently.  

 

Resource management had a direct influence on knowledge management. Again, this 
finding aligns with the work by Yin, Chen, and Li (2022), who brought ceramic design and 
production experts trained with practical knowledge and direct experience to collaborate 
and create innovative ceramic designs in Portugal. This knowledge management strategy 



 

23 

brought educational institutions and industries together through exchanging knowledge to 
produce new ceramic designs. The findings are also supported by Lin (2021), who reported 
the successful collaboration of ceramic experts in sharing the knowledge of designing 
ceramic products in Taipei for export to other countries, whereas the public sector played a 
role in creating branding.  

 

Resource management directly influenced market orientation, which aligns with the 
work by Romanowska et al. (2021), who used resource management of an organisation to 
determine the strategies for selling ceramic products by adding value. The Danish-German 
Jerash Northwest Quarter Project revealed strong and outstanding forms of locally produced 
ceramic products after a study investigating customer satisfaction with ceramic products. 
The results were extended to ceramic production to respond to customer demands.  

 

Market orientation had a direct influence on production technology and innovation. 
This discovery was supported by Choudhary et al. (2021). They reported supply chain 
adaptations to match customer expectations in Turkey by analysing various marketing 
strategies. These adaptations to develop ceramic products involved the external business 
environment, internal business environment, and financial situation. The analysis results 
were employed to guide the use of modern technology in the ceramic production process to 
lower costs and satisfactorily respond to customer demands. 

 

Recommendations 
 

The researchers gathered considerable information from the results and discussion 
and identified areas for further study. These areas are described below. 

 

Recommendations from the present research at the policy level 
 

The present study suggests guidelines for adaptation strategies in Thailand at the 
policy and operational levels. First, the Ministry of Commerce should specify essential 
policies and measures to promote and support Thai ceramic entrepreneurs in developing 
foreign trade, improving convenience, and enhancing the export quality of Thai ceramics to 
compete in the global market. Second, the Ministry of Industry should control the quality of 
ceramic products and specify international standards to build global acceptance of the 
quality of Thai ceramic and should set policies to promote and develop advanced or modern 
ceramic factories to add value to the Thai economy by investing in technology and marketing 
through international alliances.  
 
Recommendations from the present research at the operational level 

 
Entrepreneurs in the ceramic industry should specify guidelines for strategies so that 

the organisation can continue to compete on both the local and global stages through various 
strategy adaptations. The details are as follows; (1) Leader with a global vision (2) 
Innovation organisations (3) Knowledge management with digital platforms (4) Process 
improvement and cost reduction (5) Global logistics (6) Digital marketing (7) Quality 
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management system to meet global recognition (8) Encouraging people to embrace the 
entrepreneurial mindset. 
 
 
Recommendations for future research 

 

The emphasis is on the advanced ceramic market, such as structural and medical 
ceramic parts, composite materials, and geopolymers for high-value-added ceramic 
products should do as future research. Furthermore, the global market of traditional 
ceramics, such as sanitary ware, tiles, and tableware, should be the focus in each area: the 
demand, supply, market size and trends in exceptionally high-demand market countries. 
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Abstract 
 

Human capital and technology, along with physical capital, have been the subject of 

extensive empirical studies of economic growth since 1980.  In this study, we added human capital 

to the model in the form of health and education, and technology in the form of domestic and 

foreign technologies. We also divided the education variable into primary, secondary, and tertiary.  

The research covers 27 high-income OECD countries for the period 1990-2020. In the analysis, 

the FGLS estimator, which is resistant to heteroscedasticity, cross-section dependence and panel-

specific autocorrelation, is employed. As a result, a unit increase in foreign technology increases 

national income by 0.037%, and a domestic technology by 0.023%. It is clear that foreign 

technology has higher impact on economic growth compared to the domestic technology. While 

primary school education has no significant effect on growth, that secondary school education 

increased growth by ≅0.069% and tertiary by ≅0.30%. Accordingly, it is seen that tertiary 

education has a much greater effect on economic growth than the effect of physical capital 

(≅0.22%). It can be said that this situation reveals the importance of tertiary education in the 

production and spillover of technology. 

 

Keywords: Human Capital, Technology, Economic Growth, Education, Health, OECD 

Countries, FGLS. 
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Introduction 
 

Although it is seen that human capital has been included in economic growth models since 

the 1980s, it is relatively new that human capital in the form of education and health take their 

place in the empirical literature together with innovation. With the globalizing world, high-tech 

products have gained importance, while the need for qualified manpower has increased. The 

increasing need has accelerated the developments in human capital in the forms of education and 

health. The progress in health, education, and technology raises the standard of living of both 

individuals and societies. 

 

Education provides positive externalities on economic growth. In this context, while the 

high level of education affects economic growth positively, increasing growth also raises the level 

of education and creates a positive cycle on the economic growth rate (Van Den Berg, 2001: 386-

387). The first reason for the growth cycle is investments in human capital. 

 

One of the important factors affecting the productivity of labor, which is the basic element 

of economic growth, is health. By contributing to the accumulation of human capital, health 

positively affects economic growth (Sachs, 2001: 24). Advances in health also encourage 

education. Improvements in health occur not only with the personal developments of individuals, 

but also with developments in the economy (Van Den Berg, 2001: 51-55). Advances in health 

increase life expectancy and productivity, encouraging individuals to invest in education to 

improve skills or acquire new skills. 

 

In addition to human capital, technology also is a critical role in determining the 

competitiveness of countries. Romer (1986), the main power that ensures and sustains the growth 

is innovations introduced together with R&D. Technology contributes to a country's productivity 

and economic growth, increasing its per capita GDP. The growth rate of countries becomes 

associated with technology leadership. In a country that growth rate is less than that of its 

technology leaders, there is a relative gap between its GDP and living standards. 

 

When it comes to economic growth, human capital gains more importance in developed 

countries, where physical capital investments are much higher than in developing countries. On 

the other hand, in developing countries, physical capital investments are more prominent. For this 

reason, economic growth helps economic development in developing countries and welfare in 

developed countries. 

 

In this study, unlike the studies in the literature, we separated technology as domestic 

technology and foreign technology. We have classified that human capital is as a form of education 

and health. We categorized the education as primary, secondary, and tertiary. By including these 

variables into the economic growth model, which is developed by in Weil (2007), we examined 

their effects on growth for 27 high-income OECD countries over the 1990-2020 period. 
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Literature Review 
 

There are many studies that try to explain the relationship between health, education, and 

technology. In the literature, although the direction of the relationship differs from country to 

country, it is generally concluded that education, health, and technology growth positively. 

 

Most scholars have examined influence human capital in their studies (Nelson and Pelps; 

1966). Especially after the study of Romer (1986), it is seen that there has been a significant 

increase in studies focused on economic growth. Recent studies on endogenous growth models 

have examined the effects of technology-based productivity increases on growth. Along with 

Lucas (1988)'s study that takes into account human capital in the form of training and education, 

Romer (1990) revealed the effect of R&D investments on economic growth through productivity 

growth. Weil (2007), made a significant contribution to the literature in his theoretical and 

empirical study, in which he investigated the effects of health on economic growth, taking into 

account education. Barro (2013), reveals the positive effect of human capital as form of education 

on economy's ability to spillover new technologies, by including secondary and higher education 

in the analysis. 

 

The level development of and growth of countries is carefully related to their technological 

level (Jones and Williams, 2000). While the research and development expenditures of societies 

provide their technological development, they also provide the economic growth in countries 

(Bilbao-Osorio and Rodriguez-Pose, 2004). Because the increase in research and development 

expenditures will increase productivity and improve wages (Sylwester, 2001). Such domestic and 

foreign research and development expenditures affect growth (Coe and Helpman, 1995). It 

positively affects economic growth not only by R&D expenditures, but also by creating 

employment in technological development. 

  

While the effects of health, education and technology on growth in the literature are 

examined separately, in some studies they are all included. Studies investigating the effect of 

education and health on economic growth revealed that these variables have positively impact on 

economic growth (Van Zon and Muysken 2003; Li and Liang 2009; Beraldo et al. 2009; Wang 

2011; Siddique et al. 2018; Vongpanya et al. 2018; Matousek and Tzeremes 2021). What’s more, 

it is also revealed that an increase in economic growth raises investment in human capital and 

physical capital therefore causes improved health (Li and Liang 2010; Yang 2020; Pradhan 2011). 

 

The role of education and health in growth actually depends on technology. Improvement 

in health and education should produce scientific knowledge and products. The added value of 

knowledge should create technology with scientific knowledge and thus make growth more 

sustainable (Krugman and Wells 2011). 

 

The following Theoretical Model is based on the model presented by Weil (2007). The 

technology variable is divided into domestic and foreign technology; The human capital in the 

education form was divided into three as primary, secondary and tertiary, and its effects on 

economic growth were examined. 

 

Theoretical Model 



 

30 

 

In the Solow (1956) growth model, output is defined as a function of labor, physical capital 

and technology. Mankiw, Romer, and Weil (1992) extended the Solow’s growth model by adding 

human capital. In this context, considering the research of Weil (2007), which includes health and 

education as forms of human capital, we can express the production function of a country at time 

t with the following Cobb-Douglas form:  

 

𝑌𝑡 = 𝐴𝑡  𝐾𝑡
𝛼( ℎ𝐿𝑡)1−𝛼         (1) 

 

where Y represents the total output of a country in period t. A, K, L, and h notations 

represent productivity measure, physical capital stock, number of workers, and human capital per 

worker, respectively.  𝛼 is the coefficient of K and takes values between zero and one. In order to 

express the production function in the form of output per-worker, Eq.1 is divided by L; 

𝑦𝑡 = 𝐴𝑡  𝑘𝑡
𝛼( ℎ𝑡)1−𝛼         (2) 

 

Since human capital will be added to the model in the form of education (𝑠) and health (𝑣), 

it can be expressed as in Eq. 3. 

 

ℎ𝑡 = 𝑠𝑡
𝛽

 𝑣𝑡
𝛾
;  0 < 𝛽 + 𝛾 < 1        (3) 

 

In the literature, productivity (𝐴𝑡) is associated with technology. Since the technology can 

be imported as well as produced in a country, the term of productivity has been added to the model 

in the forms of domestic technology (𝐴𝑑) and foreign technology (𝐴𝑓) as in Eq.4. 

 

𝐴𝑡 = 𝐴𝑑𝑡
𝛿  𝐴𝑓𝑡

𝜔; 0 < 𝛿 + 𝜔 < 1       (4) 

 

Considering Eq.4, the production function can be restated as in Eq.5 

𝑦𝑡 = 𝐴𝑑𝑡
𝛿  𝐴𝑓𝑡

𝜔 𝑘𝑡
𝛼(𝑠𝑡

𝛽
 𝑣𝑡

𝛾
)1−𝛼       (5) 

 

Eq.5 can be converted into linear function, as in Eq.6, by taking logarithm. 

 

𝑙𝑛𝑦𝑡 = 𝛿𝑙𝑛𝐴𝑑𝑡 + 𝜔𝑙𝑛𝐴𝑓𝑡 + 𝛼𝑙𝑛𝑘𝑡 + (1 − 𝛼)𝛽𝑙𝑛𝑠𝑡 +  (1 − 𝛼)𝛾𝑙𝑛𝑣𝑡    (6) 

 

Schooling can be added into the equation as human capital in the form of education by 

dividing primary, secondary, and tertiary. Eq.7 shows the school enrolment (𝑠𝑡) as the sum of 

primary (𝑝𝑠), secondary (𝑠𝑠) and tertiary (𝑡𝑠).  

 

𝑙𝑛𝑠𝑡 = (𝑙𝑛𝑝𝑠𝑡 + 𝑙𝑛𝑠𝑠𝑡 + 𝑙𝑛𝑡𝑠𝑡 )       (7) 

 

Considering Eq.7, the production function can be expressed as in Eq.8 

 

𝑙𝑛𝑦𝑡 = 𝛿𝑙𝑛𝐴𝑑𝑡 + 𝜔𝑙𝑛𝐴𝑓𝑡 + 𝛼𝑙𝑛𝑘𝑡 + (1 − 𝛼)𝛽(𝑙𝑛𝑝𝑠𝑡 + 𝑙𝑛𝑠𝑠𝑡 + 𝑙𝑛𝑡𝑠𝑡  ) + (1 −
𝛼)𝛾𝑙𝑛𝑣𝑡           (8) 

 

Results 
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In the model where economic growth per-worker is the dependent variable, capital per-

worker and technology are the basic components of economic growth. Education and health in the 

forms of human capital, were added to the model. In addition, the technology in the form of 

productivity, was divided into two parts as domestic technology and foreign technology and added 

to the model. 

 

In this context, using the data of 27 high-income OECD countries1 between 1990 and 2020, 

the effects of education and health variables, which are the components of human capital, on 

growth, and the effects of domestic and foreign technology, which are the components of 

productivity, on growth were examined.   Country specific data for the variables mentioned were 

obtained from the World Bank Database. 

 

Panel data analysis will be employed in the empirical part of this research. In this context, 

a general linear panel data model is as follows (Baltagi, 2005). 

 

𝑌𝑖𝑡 = 𝛼0𝑖𝑡 + ∑ 𝛽𝑘𝑖𝑡𝑋𝑖𝑡
𝐾
𝑘=1 +  휀𝑖𝑡       (9) 

 

or to put it more clearly: 

 

𝑌𝑖𝑡 = 𝛼𝑖𝑡 + 𝛽1𝑖𝑡𝑋1𝑖𝑡 + 𝛽2𝑖𝑡𝑋2𝑖𝑡 + ⋯ 𝛽𝑘𝑖𝑡𝑋𝑘𝑖𝑡 + 휀𝑖𝑡 )    (10) 

𝑖 = 1, 2, … … … , 𝑁           𝑎𝑛𝑑             𝑡: 1, 2, … … … , 𝑇 

 

In the Model given in Eq.10, i, which expresses the cross-sectional dimension, and t, which 

expresses the time dimension, are sub-indices. 𝑌𝑖𝑡 is the value of the dependent variable for ith 

cross-section at time t; 𝛼𝑖𝑡 represents the constant term; 𝛽𝑘𝑖𝑡 is the K X 1 dimensional vector of 

parameters; 𝑋𝑘𝑖𝑡 denotes the value of the explanatory variable for ith cross-section at time t. 

The theoretical model given in Eq.8 can be converted to econometric form based on panel 

data model described in Eq.10 to employ in the empirical analysis. Accordingly, the reconstructed 

model is expressed in Eq.11. 

 

𝑙𝑛𝑦𝑖𝑡 = 𝛼𝑖𝑡 + 𝛽1𝑙𝑛𝐴𝑑𝑖𝑡 + 𝛽2𝑙𝑛𝐴𝑓𝑖𝑡 + 𝛽3𝑙𝑛𝑘𝑖𝑡 +  𝛽4𝑙𝑛𝑝𝑠𝑖𝑡 + 𝛽5𝑙𝑛𝑠𝑠𝑖𝑡 + 𝛽6𝑙𝑛𝑡𝑠𝑖𝑡 +
𝛽7𝑙𝑛ℎ𝑖𝑡 + 𝜇𝑖 + 𝜆𝑡 + 휀𝑖𝑡         

𝐶𝑜𝑢𝑛𝑡𝑟𝑖𝑒𝑠 (𝑖) = 1, 2, … … … , 27        𝑎𝑛𝑑        𝑌𝑒𝑎𝑟𝑠 (𝑡): 1990, … … … , 2020 

 

The variables of the model in Eq.11 are described below with the notation and indicators.  

 

Output 𝑦 GDP per worker (constant LCU) 

Capital 𝑘 Gross fixed capital formation per worker 

(constant LCU) 

Technology - 

Domestic 
𝐴𝑑 Patent applications per-worker, residents 

Technology – 

Foreign 
𝐴𝑓 Imported Technology (% of merchandise 

imports) 

 
1 Note: “Australia, Austria, Belgium, Canada, Chile, Denmark, Finland, France, Germany, Greece, Hungary, Iceland, 

Ireland, Israel, Italy, Japan, Korea, Rep., Luxembourg, Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, 
United Kingdom, United States.” 
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Health ℎ Life expectancy at birth, total (years) 

Education 𝑝𝑠 School enrollment, primary (% gross) 

Education 𝑠𝑠 School enrollment, secondary (% gross) 

Education 𝑡𝑠 School enrollment, tertiary (% gross) 

 

The descriptive statistics are reported in Table 1. 

 

 

Table 1. 
Descriptive Statistics 

 

Variable Obs Mean Std. Dev. Min Max 

𝑦 837 2741129 8683843 10831.91 67900000 

𝑘 837 18144.23 8697.821 1813.774 78429.82 

𝐴𝑑 837 27162.27 73119.58 15 384201 

𝐴𝑓 837 71.87276 8.104992 42.75677 86.04682 

ℎ 837 79.16795 2.680495 69.10122 84.50196 

𝑝𝑠 837 102.2242 5.013511 78.36396 132.8818 

𝑠𝑠 837 109.8051 18.43281 59.85119 236.7405 

𝑡𝑠 837 62.3766 22.69881 4.50 156.2218 

 

Homogeneity and CD-Test of the Model 
 

Testing slope homogeneity is crucial to choose the proper unit root test and panel data 

estimator. Assuming that the coefficients are homogeneous while heterogeneous causes biased 

results. For this purpose, Delta test developed by Blomquist and Westerlund (2013), which 

considers heteroskedastic and serially correlated errors, was performed and the results are reported 

in Table 2. The null hypothesis of "slope coefficients are homogenous" was rejected, and it was 

concluded that slope coefficients are heterogeneous. 

 
Table 2. 

Slope Homogeneity and Cross-sectional Independence Tests 
CD-Test  LM CD : 5.905              (Prob.=0.0000) 

Homogeneity (Delta) Delta adj: 4.403            (Prob.=0.0000) 
 

The accuracy and reliability of the findings of the analyzes made without considering the 

cross-section dependency become questionable (Pesaran, 2004). Therefore, to support the delta 

test outcomes, the null hypothesis of “error cross-section independence” was tested with the 

Breush-Pagan LM test and the results are reported in Table 2. The null hypothesis of “error cross-

section independence” was rejected and therefore the existence of cross section dependence 

confirmed. In selection of proper unit root test method, cross section dependence and heterogeneity 

should be considered.  

 

Stationary of the Series 
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Stationarity is a condition that can affect the behavior of the series. The stationarity of the 

series of the variables forming the panel is important for the reliability of the estimations. In case 

the series are not stationary, the standard assumptions for asymptotic analysis lose their validity, 

the estimation results are misleading, and a spurious regression relationship emerges (Vosvrda, 

2013).  

 

Therefore, the stationarity of the series was tested with the Pesaran (2006) CADF Unit 

Root Test, which takes into account cross-sectional dependence and heterogeneity, and the results 

are reported in table 3. 
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Table 3. 

Pesaran CADF Panel Unit Root Test 

 

Variables 
CIPS Stat. 

I(0) I(1) 

𝑦 -2.332 - 

𝑘 -1.847 -4.505*   

𝐴𝑑 -1.824 -5.315*  

𝐴𝑓 -1.405 -4.800* 

ℎ -1.965 -5.197* 

𝑝𝑠 -2.061 -4.074 * 

𝑠𝑠 -1.827 -3.858* 

𝑡𝑠 -1.457 -4.165* 

Notes: critical values are -2.30 (1%), -2.16 (5%) and -2.08 (10%).  

According to the test statistics values in Table 4, only the GDP per-worker variable is 

stationary in level. In another word it is integrated of order zero - I(0)-. All the other series are 

nonstationary in levels, but stationary in the first differences. In another word all series, except 

GDP per-worker are integrated of order 1 - I(1)-. 

 

Empirical Model Specification 
 

In the selection of the appropriate panel data model, initially, it is necessary to determine 

whether the models contain individual and time effects. In order to determine which of these effects 

is valid, Likelihood Ratio (LR), F and Breusch-Pagan Lagrange Multiplier (LM) tests were 

performed, and the results are reported in the Table 4. 

 

Table 4. 

Test Results to Decide on the Appropriate Model Selection 

 

Test Statistics 
Individual Effect 

(H0: No individual effect) 

Time Effect 

(H0: No time effect) 

LR 3052.24 (Prob=0.000) 0.00   (Prob=1) 

F 5773.75 (Prob=0.000) 2.46  (Prob= 0.9956) 

LM 9123.60 (Prob=0.000) 0.00 (Prob=1) 

 

According to the LM test results, the LM statistic was compared with the 1 degree of 

freedom χ² table, and the null hypothesis that” the variance of the individual effect was equal to 

zero” was rejected. In accordance with the results of the F test, the F statistic was compared with 

the F distribution table, and the null hypothesis that “the individual effects were equal to zero” was 

rejected. Based on the LR test results performed to determine whether the model includes 

individual effects, the LR statistics were compared with the 1-degrees-of-freedom χ² table, and the 

null hypothesis that “the standard errors of the individual effects was equal to zero” was rejected. 

As a result, it is concluded that all models indicated existence of individual effect and therefore, 

the Classic model is not suitable. 
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Considering the time effect, according to the LM test results, the LM statistics were 

compared with the 1 degree of freedom χ² table, and “the null hypothesis that the variance of the 

time effect was equal to zero” was not rejected. According to the results of the F test, the F statistic 

was compared with the F distribution table, and “the null hypothesis that time effects were equal 

to zero” was not rejected.  According to the LR test results, the LR statistics were compared with 

the 1 degree of freedom χ² table, and the null hypothesis that “the standard error of the time effect 

was equal to zero” was not rejected. As a result, none of the test results indicated the existence of 

time effect, and concluded that the model includes individual effect 

 

As a result of the LR, F and LM Tests, it was revealed that the classical method could not 

be applied. Accordingly, Hausman Test was performed to decide which of the Random Effect or 

Fix Effect estimators would be appropriate, and the results were reported in Table 5. 

 

Table 5. Model Specification Test 

 

Hausman Test Statistics χ² (7) = 0.25        (Prob = 0.9999) 

 

According to the model specification test result in Table 5, the Hausman test statistic was 

compared with the χ² table with 6 degrees of freedom, and the null hypothesis that “the difference 

in coefficients not systematic” was not rejected. Therefore, it was decided that the fixed effects 

estimator is inconsistent, and the random effects estimator is appropriate for estimation of the 

model. 

 

Existences of autocorrelation, heteroscedasticity and cross-sectional independence have 

critical importance in model selection process. Therefore, further research is required to determine 

the existence of these three conditions. 

 

Levene, Brown, and Forsythe's Test was performed to test the existence of 

heteroscedasticity. Bhargava, Franzini and Narendranathan, and LBI tests were applied to test the 

existence of autocorrelation. Even though cross-section dependence test had been performed 

before stationary tests, to robust the results, Friedmen’s, Frees’s and Pesaran’s test statistics added 

into Table 6. Hence, the results of autocorrelation, heteroscedasticity and cross-sectional 

independence tests performed to determine whether there is any deviation from the basic 

assumptions of the model and outcomes are reported in Table 6.  

 

Table # 6 

Test Results of the Model's Basic Assumptions 

Heteroskedasticity Test  

H0: No heteroskedasticity 

W0    = 15.4831567      df(26, 810)     Prob > F = 0.0000 

W50  = 9.7007359        df(26, 810)     Prob > F = 0.0000 

W10  = 13.6388047      df(26, 810)     Prob > F = 0.0000 

Autocorrelation Test 

H0: No Autocorrelation 

DW = .13106392 < 2 

LBI  = .31453980 < 2 

Cross-sectional 

Independence Test 

H0: Cov(uit, ujt) = 0  

Friedman's test statistic  = 41.746**       Prob = 0.0261 

Free's test statistic           = 6.788*           Prob = 0.0000 

Pesaran's test statistic    = 13.228            Prob = 0.5486 
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In the Random Effect model, heteroscedasticity was tested with Levene, Brown, and 

Forsythe's Test. The test statistics (W0, W50 and W10) were compared with the (26, 810) degrees 

of freedom Snedecor F table, and the H0 hypothesis of “the variances are equal", was rejected. 

The results indicate the existence of heteroscedasticity.  

 

In Table 6, autocorrelation test includes DW test statistic proposed by Bhargava, Franzini 

and Narendranathan, and LBI test statistic suggested by Baltagi-Wu. In the random effects model, 

the calculated values of each test statistic are ≅ 0.1310 and  ≅ 0.315, respectively, and are less 

than the critical value of 2. Therefore, the null hypothesis of “H0: No Autocorrelation” is rejected. 

This result implies the existence of autocorrelation in the model. 

 

According to Cross-sectional independence test results in Table 6, The test statistics and 

probability values of Friedman and Pesaran are "142,333; Probe = 0.0000 and 13.228; 

Probe=0.0000", respectively. In both tests, the null hypothesis of "there is no Cross-sectional 

independence " was rejected. 

 

Since the results of the basic assumption tests of the model revealed the existence of 

autocorrelation, “Feasible Generalized Least Square (FGLS)” has been performed in the model 

estimation as it allows heteroscedasticity, cross-section dependence and panel-specific 

autocorrelation. The results of the FGLS Estimation are reported in Table 7. 

 

Table 7 

FGLS Regression Estimation Results 

𝑦  Coef. z P>z 

𝑘 .2202689* 42.89 0.000 

𝐴𝑑 .0233935* 12.31 0.000 

𝐴𝑓 .0365359* 10.14 0.000 

ℎ .0466225* 41.35 0.000 

𝑝𝑠 -.0160377 1.13 0.259 

𝑠𝑠 .0692337* 9.39 0.000  

𝑡𝑠 .3037322* 47.79 0.000 

_cons 5.514203 41.70 0.000  

Observation: 837 

Groups         : 27 

Wald chi2(7) = 6575.32 

Prob > chi2   = 0.0000 

Estimated covariances          : 

378 

Estimated autocorrelations: 27 

* Statistically significant (p<.01) 

 

According to the estimation results reported in Table 7, except primary school enrollment, 

coefficients of all the other variables are positive (𝛽 > 0) and significant (𝑝 < 0.01) .  

a) A 1% increase in the gross fixed capital formation (𝑘) , which is an indicator of capital, 

increases the national income by ≅ 0.22% . This result is in appropriate with all 

theoretical growth models. 

b) A 1% increase in patent applications of residents (𝐴𝑑), which is an indicator of domestic 

technology, increases the national income by ≅ 0.023%. 
c) A 1% increase in the imported technology(𝐴𝑓), which is an indicator of foreign 

technology, increases the national income by ≅ 0.037%.  
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d) A 1% increase in life expectancy at birth (ℎ), which is an indicator of health, increases 

national income by ≅ 0.047%. 

e) p-value of coefficient of primary school enrolment (𝑝𝑠) is higher than 0.5% (𝛽5 > 0.05) 

and therefore it is not significant.   

f) A 1% increase in secondary school enrollment (𝑠𝑠), which is an indicator of education, 

increases national income by ≅ 0.069%. 

g) A 1% increase in tertiary school enrollment (𝑡𝑠), which is an indicator of education, 

increases national income by ≅ 0.30%. 

 

The impact of capital per-worker on GDP per-worker is significantly high compared to the 

other variables. Foreign technology has more impact on GDP per-worker compared to the 

domestic technology generated by residents. Health in the form of human capital has a positive 

impact on GPD per-work. Primary school is insignificant. However, the impact of higher education 

on GDP per-worker is significantly high. The impact of secondary school on GDP per-worker is 

positive, but significantly lower than tertiary school. 

 

Conclusion, Discussion and Managerial Implications 
 

Throughout history, accelerating the economic growth of countries has been the focus of 

scientists. Many factors are important for ensuring the economic growth and welfare level of 

countries. Mainly; education, health, and technology are vital drivers of economic growth. Health 

and education which we also consider as human capital, are positively affected by the economy. 

The level of technology also positively effects economic growth. With the globalizing world, high-

tech products and human capital have gained importance, while the need for qualified manpower 

has increased. The increasing need has accelerated the developments in human capital in the forms 

of education and health. The progress in health, education, and technology raises the standard of 

living of both individuals and societies. Efficient use of labor, capital, natural resources and 

technology is required to increase the level of welfare. This is possible mainly through the 

effectiveness of human capital and technology. This is one of the driving forces that pushed us to 

this research. In this study, we reveal the effects of human capital in the forms of health, education, 

and technology in the form of foreign and domestic on economic growth. 

 

In this context, using the data of 27 high-income OECD countries between 1990 and 2020, 

the effects of education and health variables, which are the components of human capital, on 

growth, and the effects of domestic and foreign technology, which are the components of 

productivity, on growth were examined. Life expectancy was used as the health variable and we 

separated the education variable as primary, secondary, and tertiary to examine the effects of 

education levels separately. A unit increase in life expectancy, which use as a health variable 

increases national income by 0.047%.  The level of technology in the form of both domestic and 

foreign have positive impact on economic growth. A unit increase in foreign technology increases 

national income by 0.037%, and a unit increase in domestic technology increases national income 

by 0.023%. It is clear that foreign technology has more impact on economic growth compared to 

the domestic technology generated by residents in high-income OECD countries. While primary 

school education has no significant effect on economic growth, it was revealed that secondary 

school education increased growth by ≅0.069% and tertiary education increased economic growth 

by ≅0.30%. Accordingly, it is seen that tertiary education has a much greater effect on economic 
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growth than the effect of physical capital (≅0.22%). It can be said that this situation reveals the 

importance of tertiary education in the production and spillover of technology. 

 

Every investment in people increases the productivity of countries, first, of individuals and 

then of society. Increased yields turn into investments. As life expectancy increases, people 

prioritize long-term investments. Therefore, investing human capital in high-income OECD 

countries is the crucial in economic development and so the level of welfare. Then, with increasing 

human capital, high-tech products increase. It’s a cycle. Education and health are indispensable 

investments. Efficiency in this investment increases the technology level of countries and provides 

more prosperous societies. Educated and healthy societies lead to increased economic growth.  
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Abstract 
 

Digitalization by enterprises can improve production efficiency, processing, logistics, 
and adoption of new technologies so that technology integration enables the utilization of 
local and global economies and enterprise-level business models to be more productive and 
sustainable. The application of digital entrepreneurship principles is also carried out in 
determining tourism destinations in Indonesia. The results showed that technology adoption, 
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entrepreneurial attitude and the uniqueness of an object are factors that influence the 
formation of tourist villages. Technology adoption is the use of digital technology to inform 
the uniqueness of an object so as to encourage people to visit. 

Keywords : Digital Entrepreneurship, Technology Adoption, Entrepreneurial 
Attitude, Tourism uniqueness 

 
Introduction 

 
Today organizations are strongly influenced by technology modern, especially digital 

achievements, which are incorporated in various sectors through the process of digitization 
or digital transformation (Brennan & Kreiss, 2014). The tourism sector is one of them (Simic 
& Marinovi, 2018). Consequence digitalization in the tourism sector, the so-called digital 
tourism is becoming more and more popular. This Is tourist which involves the application 
of various digital innovations (system open source, platform technology, cloud computing, 
ultra-fast search engine and efficient, crowdsourcing, crowdfunding, big data, smartphones 
and other devices based on wired networks and non- cable infrastructure) which enable 
organizations belonging to this sector, to more easily and completely Fulfill needs and 
requirements client they, as well as increase their own level of competitiveness (Happ & 
Ivancsó-Horvath, 2018) In a study to get the data you want to know about a thing, it is 
necessary to analyze the variables to be analyzed in the form of data or new discoveries of a 
thing to be studied, in this case to explore a resource that if it cannot be done directly, it can 
use the method. review papers. Through the review process paper could add understanding 
in analyzing data and building argument for express an opinion about the title that we adopt, 
with a paper review as well could see the views or perspectives of other writers on the issues 
raised so that they can provide references to other writers to develop their opinions. In 
addition, by using a review paper writer can also see the shortcomings of previous studies 
so that they can make improvements and make more regular formulations. At least there are 
several things that need to be done before reviewing a journal article, including finding a 
journal that fits the research topic raised, reading the entire contents of the journal, and 
trying to rewrite it in your own language the meaning of the journal/paper. So from this 
explanation it can be concluded that a journal review is a text that contains a summary of 
scientific research on the topic– specific topics. Journal reviews are written with the aim of 
providing a better understanding of a particular topic, so that it can help individuals 
understand some topics without reading entire books or various types of published 
documents. In line with digitalization, digital entrepreneurship becomes important. This is a 
category of entrepreneurs whose popularity is due to the emergence and success of billion-
dollar digital startups (such as: Airbnb and Uber - Sharing Economy; Amazon - E-commerce; 
Google - Search Business; Facebook - Social Media), which owe their dizzying success, at 
above all, to modern digital technology (Sahut et al., 2019), as well as to the fact that 
“entrepreneurship, and more recently digital entrepreneurship has become a key feature for 
employment and growth..." (Bogdanowich, 2015). 

Digitalization and digital entrepreneurship create many opportunities and challenges 
for the tourism industry. The purpose of this literature review is to highlight the 
determination of tourist villages brought by digital entrepreneurship, to encourage the trend 
of digitizing entrepreneurial organizations in the tourism sector in the Republic of Indonesia, 
in a way that allows the use of digital business models. 
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Tourism is one type of industry that is able to create economic growth because it can 
provide employment, increase income, standard of living and stimulate other production 
sectors so that it has an impact on economic development. Economic development itself is a 
process of increasing total income and per capita income by taking into account population 
growth and accompanied by fundamental changes in the economic structure of a region. 
Economic development cannot be separated from growth where economic development 
encourages economic growth and economic growth mean smooth process economic 
development. From an economic point of view, there are at least eight advantages of tourism 
development, namely increasing business opportunities, employment opportunities, 
increasing tax revenues, income receipts, accelerating income distribution, increasing the 
added value of cultural products, expanding product markets, increasing the impact of the 
multiplier effect on the economy due to tourist spending, investment and trade abroad 
(Yoeti, 2017). Existence from a tourist village cannot be separated from the high motivation 
of the local community to contribute to the development of their village. The higher the 
motivation of the local population, the greater the participation shown for the management 
of the tourist village. Their motivation to get involved in village activities contributes to 
future success they accomplished. Therefore, their motivation is the main factor that 
contributes to the development of tourist villages. The motivation of local communities to 
manage tourist villages greatly contributes to the image of a tourist village, which then 
becomes the basic capital to make it a sustainable destination in the future and determine 
its sustainability. Every tourist village tries to develop a positive image and minimize a 
negative image (Okta and Darmayanti, 2020; Imade Darma Oka et al, 2021). Village tourism 
is a form of tourism activity in the village carried out by tourists by staying temporarily in 
people's homes and participating in economic and social activities of rural communities. 
2013; SS Aulia, 2022). The rise of the emergence of tourist villages in the last decade has 
become a great potential in the development of Indonesian tourism. Its characteristics that 
are able to maintain the strength of local wisdom, the environment and empower the 
people's economy make tourist villages more worthy of consideration. 

 

Literature Review 
 

Indonesia has  various variety culture, history and traditions contained in village– 
villages scattered from Sabang until Merauke. Panoramathe beauty owned Rural areas in 
Indonesia have their own unique charm for Public globally, this is a potential that we must 
develop and empower to increase well-being Public village at a time guard sustainability 
natural and wisdom local area, the more it is preserved the more prosperous it is. Currently, 
tourism is recognized as a strategic sector of the Indonesian economy. Previously, the village 
development paradigm was more focused on "building a village" but now it has become a 
"building village". This change certainly changes the old pattern in village development, 
where previously the village was only an object of development, now the village is the subject 
of development itself. This makes the village community also have the opportunity to build 
their own village according to the advantages they have, one of which is the tourism sector. 
A tourist village is a village administrative area that has the potential and uniqueness of a 
distinctive tourist attraction, namely to experience the uniqueness of life and experience 
community traditions in rural areas with all their potential (Ministry of Tourism, 2019). The 
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development of the tourism village concept is considered very effective in order to introduce 
and provide as much opportunity as possible for rural communities to understand the 
essence of the world of tourism and enjoy the results of tourism. For areas that have 
characteristics and uniqueness, especially in the daily life of rural communities, the 
development of this concept is highly recommended. There are three main advantages in 
applying this concept to an area. 

 

Digitization is defined as the use of digital technology to innovate business models 
and provide new revenue streams and value- generating opportunities in industrial 
ecosystems (Parida et al, 2019; Rana Mostaghel et al, 2022). To be able to become an 
independent tourism village, it is necessary to develop village potential through independent 
entrepreneurship. In this digital era, it is very important to be able to elaborate digipreneur 
(digital entrepreneurship). Importance exploration about Digital entrepreneurship is a key 
element that makes it important in the most acclaimed publications of the entrepreneurship 
field. 

 

Progressivity and rapid progress in digital machines have contributed greatly in 
bringing deviation organizations to global economic prosperity (Mazzarol, 2015; 
Muhammad Jawad et al, 2020) in recent decades, advances in computerization have 
generally changed system, procedure, items and administration business with foster 
traditional methods of cooperating. Next MuhammadJawad et al give an analogy that for 
example, the interaction of interpersonal skills and innovation have contributed to new ways 
of dealing with Settings organization, making it possible for employers to interact with 
various entertainers located in distant topographical areas and oversee large numbers of 
connections. In addition, online networks have become an important column in business 
advertising and make associations decline. In addition, through advanced innovation, 
entrepreneurs quickly understand the uncontrollable capabilities of computerized gadgets 
and framework work,e.g. mobile phones, the web, huge information, internet-based life, 
distributed computing in uncovering new markets while expanding effectiveness and 
generating development effort new advanced. 

 

Rural areas can be developed as tourist villages if they meet several criteria 
including:http://id.wikipedia.org/wiki/Desa_wisata): 

 

a. Tourist attractions; namely all that includes nature, culture and human creations. The 
attractions selected are the most attractive and attractive in the village. 
 

b. Mileage; is the distance from the tourist area, especially the residence of tourists and 
also the distance from the provincial capital and the distance from the district capital. 

 
c. Quantity Village concerning problems with the number of houses, population, 

characteristics and area of the village. This criterion relates to the carrying capacity 
of tourism in a village. 

 

http://id.wikipedia.org/wiki/Desa_wisata
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d. System Trust and society; This is an important aspect considering that there are 
special rules for the community of a village. What needs to be considered is the 
religion that is the majority and the existing social system. 

 

e. Availability of infrastructure; includes transportation facilities and services, 
electricity facilities, clean water, drainage, telephone and so on 
 

Each criterion is used to see the main characteristics of a village and then determine 
whether a village will become a village with a stop type for a moment, type of one day trip or 
type of stay. Entrepreneurship technology digital has make a huge impact on the world. 
Effort digital which built through internet networks such as Google, Facebook or Microsoft 
has capable changed the world and has shaped the pattern of communication without 
bulkhead geographical. Digitization also impact on entrepreneurial development new. 
Potency development effort new increase because existence opportunity digitization branch 
effort nor change effort from offline Becomes on line. Positive impact digitization 
Entrepreneurship also occurs in the form of promotion of innovation, creation of job 
opportunities, enhancement productivity good socially and economically so that it becomes 
a priority for governments in various countries (Elia et al, 2020). 

 

Yin et al (2019); Muafi (2021) found that entrepreneurship digital many used by 
MSME to increase performance. Base digital entrepreneurship could have applied in 
concepts such as internet-based business models and platform digital (Elia et al al 2020; 
Muafi 2021). Elijah identify six research streams related to digital entrepreneurship, namely 
digital business models, digital entrepreneurship processes, strategies platforms, ecosystem 
digital, education entrepreneurship, and social digital entrepreneurship. Digital-based 
entrepreneurship development can be triggered and supported through external funding 
from both the private sector and the government (Dy, 2019; Muafi, 2021). Digital 
entrepreneurship facilitates the exchange, transfer and acquisition of knowledge while 
starting new ways of doing business (Geissinger et al, 2018; Muafi 2021). Digital-based 
businesses through social media platforms provide opportunities to form consumer 
engagement with company brands (Bahcecik et al, 2019 ;Muafi 2021). Digital businesses use 
technology to create new value in business models, customer experiences and internet 
capabilities that support core operations. The idea of a business model emphasizes a holistic 
perspective, the boundaries of the range to describe how a company operates (C. Zott, et al, 
2011). A business model” describes the design or architecture of the value creation, delivery 
and capture mechanism (the firm) employs (Tecce et al, 2010). In the managerial and 
academic communities, business models have reached a consensus in supporting strategic 
decision making as a management buffer (osterwalder et al, 2005). Digitization has provided 
data in volume, speed, variety and correctness (Cheah&Wang, 2017), which enables data- 
driven strategies for innovation model business. For example, analyze behavior purchase 
consumers and predict future sales, traditional retailers must rely on data sale just. Later, 
new tools, such as customer relationship management, were introduced to track loyalty 
customer. With data, retailers can change their relationship with customer, which on turn 
will change management operational and Genre their income (Kamble, et al, 2019). Rana et 
al 2022, produced a research that needs to be developed related to digital business models, 
as a form of development of the research they do. Rana et al said that the retail digital 
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business model can be measured through value creation, which is related to architecture, 
technology and mechanisms that allow companies to offer value to their customers (Johnson 
et al 2008), value delivery, takes an important role in delivering values. businesses that 
provide value delivery channels (Kang Daeryoup et al 2015). Furthermore, Kang put forward 
the idea that value delivery is a value architecture that moves from one to another based on 
the value network theory. once the business creates a subsistence for each input, 
transformation process and output, source power–money, labour, materials, equipment, 
buildings,land, administration and management. Value delivery could involve with strategic  
behavior in  cooperative relationships, alliances and even competitors. And the measure of 
the digital business model is value capture, which describes how the company changes the 
proposed value to customers into income and profit (Abdlekafi and Teauscher, 2016). There 
are several ways to generate revenue streams, including product/service sales, usagefees, 
subscription fees,loan,advertisement, community building, leasing, licensing and 
intermediary (Franca et al, 2017) 

 

Research Methodology  
 

This study examines an article that is related to digital entrepreneurship in 
determining tourist villages. The source of the data obtained is in the form of a collection of 
articles published in scientific journals of international repute. This study is based on several 
questions, including:  

 
a. What is the dominant theme in the discussion about digital entrepreneurship and 

tourist villages? 
b. How is the relationship between digital entrepreneurship in define a tourist 

village? 
c. What are the topics related to research on digital entrepreneurship and tourism 

villages? 
d. What type of mapping is used in discussing digital entrepreneurship and village 

tourism? 
e. What concepts are used in the study about digital entrepreneurship and tourism 

village? 
f. Articles that will be reviewed are based on two stages, namely: article search and 

topic mapping. 
 

Figure # 1 
Article Review Process 
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The articles related to the topic of discussion are obtained in the following ways. First, 
identify the article. This is done by searching for data in the scups database by entering the 
keyword: digital entrepreneurship in determine tourist villages” in the search column with 
restrictions from 2020 to 2022. The search found 100 journal articles relevant to the topic 
raised. The second stage is to verify the articles that have been collected. This verification 
resulted in 25 articles that were considered appropriate to the research topic, then, from 
these numbers, they were re-verified and left 10 articles that really have relevance to what 
will be discussed in this study. 

 
Conclusion, Discussion and Managerial Implications 

 

Vosviewer is an application that is used to visualize bibliographies or data containing 
bibliographic fields (title, author, author, journal and others). Vosviewer is used for 
bibliometric analysis, looking for topics that still have opportunities to be researched, 
looking for references that are most widely used in certain fields and others. Bibliographic 
data can be retrieved from the web of science, scope, dimension and PubMed. In addition, it 
can use the RIS, EndNote, and Rework dataset formats. The results obtained vary according 
to how much data is used. There will be variations in the size of the circle and the connecting 
line. This relates to the most dominant topic or not in the data used. There are 3 displays in 
this Vosviewer, namely Network. Overlay and Density Visualization. 

 

a. Network Visualization 
 

Figure # 2 
Network visualization digital entrepreneurship 

 

 
 

Network visualization serves to show the network between the topics that are 
visualized. There were 100 journals searched through Google Scholar with the theme of 
digital entrepreneurship using the Vosviewer application, which resulted in 7 items with 3 
clusters marked in red, blue and green. As for the tourism village theme, the following 
network visualization was obtained: 

 

Figure # 3 
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Network visualization of tourism village 
 

            
From the visualization, it was found that 2 journals related to digital 

entrepreneurship in determining tourist villages found 7 items with 1 red cluster. 
 

 

b. Overlay Visualization 
 

Overlay visualization shows the year of publication of the article used. From this 
visualization, it was found that research on digital entrepreneurship became the most 
favorite theme to be researched in 2020, which consisted of 30 articles. 

 

Figure # 4 
Overlay visualization digital entrepreneur 

 

 

 
 

Meanwhile, research related to digital entrepreneurship in determining tourist 
villages will be examined in 2020 and 2021, because only two research articles were 
obtained. 
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Figure # 5 
Digital entrepreneurship tourism village visualization overlay 

 

 

 
 

 

c. Density Visualization 
 

Final visualization from the vast viewer application is Density visualization, which is 
a visualization to find out which topic is the center of attention. The thicker the color and the 
writing, the more interested the article is. While the faded colorshows that the article is still 
little / rarely appears research done. 

 
Figure # 6 

Density visualization of digital entrepreneurship 
 

 

 
 

From the visualization of digital entrepreneurship, it was found that the topic that is 
still little researched is about digital entrepreneurship ecosy. As for digital entrepreneurship 
research in determining tourist villages, the following visualizations are obtained: 

 

Figure # 7 
Density Visualization digital entrepreneurship tourism village. 
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The results of the visualization show that digital entrepreneurship in determining 
tourist villages is still a new thing to be researched. 

 

In digital entrepreneurship research, the topic that has been the least researched is 
the digital entrepreneurship decoys.Meanwhile, in digital entrepreneurship research in 
determining tourist villages, there are still very few researches, this is indicated by the 
obtaining of 2 journals related to the topic. 
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Abstract 

  
Financial achievement can be seen through CSR transparency, leverage, and 

enterprise size. CSR transparency is the enterprise's way of informing the social 
responsibility that has been carried out to interested parties. The purpose of this study is to 
analyze the influence of CSR transparency, leverage, and enterprise size on the financial 
achievement of Mining sector enterprise listed on the Indonesia Stock Exchange (IDX) . The 
research design of this study is explanatory research in order to analyze or test the 
relationships between one variable and another or how one variable affects other variables. 
The population of this study are enterprises engaged in the mining sector which are listed 
on the Indonesia Stock Exchange (IDX). Samples were collected using the purposive 
sampling method. The total research sample is 34 enterprises with a total of 102 data. 
Completeness of research data obtained through the IDX website (www.idx.co.id) and the 
enterprise's official website by downloading the enterprise's annual report. The analytical 
method used is multiple linear regression analysis. The outputs of this study show that CSR 
transparency and leverage have a partially important influence on the enterprise's financial 
achievement (ROA). However, the enterprise side proved to have no partial important 
influence on the enterprise's financial achievement (ROA). s financial achievement (ROA). 
However, the enterprise side proved to have no partial important influence on the 
enterprise's financial achievement (ROA). s financial achievement (ROA). However, the 
enterprise side proved to have no partial important influence on the enterprise's financial 
achievement (ROA). 

 

Keywords:CSR Transparency, Leverage, Enterprise Size, ROA, Indonesia. 
 

Introduction 
Enterprise according to Law No. 8 of 1997 is any form of business that carries out 

activities on a permanent and continuous basis by gaining profits and or profits, whether 
organized by individuals or business entities in the form of legal entities or non-legal entities, 
which are established and domiciled within the territory of the Republic of Indonesia. The 
enterprise always issues periodic financial reports made by the accounting department and 
given to interested parties, for example the government, creditors, enterprise owners and 
the management themselves (Yuesti and Kepramareni, 2019:26). 

 

The enterprise's financial achievement is a reflection of how well the enterprise's 
management refers to the financial statements that have been published in a certain period 
which is usually measured from the aspects of capital adequacy, liquidity, and profitability 
(Jumingan, 2006:239. One of the enterprise's financial achievement can be reflected in its 
share price (Aziz and Hartono, 2017). 

 

In investing, investors must be selective in choosing where to invest. One alternative 
to investing is in mining sector enterprises, because investing in this sector will provide 
opportunities to get maximum profit. According to Azzahra (2019), mining sector 
enterprises are in control of the economic sector, such as fuel oil which is a basic need. With 
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rising world crude oil prices, coal is now the world's main energy source. This leads to an 
increase in coal demand and increases the enterprise's revenue. 

 

The movement of stock prices in the mining sector is volatile. In 2017, shares in the 
mining sector began to rise, in line with the recovery in mining commodity prices. Coal 
industry stocks supported the index with a very good achievement. The Indonesia Stock 
Exchange recorded a mining index return of 24.2% over the past year. 
(source:https://www.bareksa.com) 

 

At the beginning of 2018 mining sector shares had increased by 21.1%, while the 
Composite Stock Price Index (JCI) grew 4%. Citing Bloomberg data on stock trading (23/1), 
the mining sector ranks at the top of the stock with the highest returns. It can be concluded 
that year to date (ytd) mining shares in 2018 have increased by 20.94%. 
(source:https://investasi.kontan.co.id). 

 
In 2019 on a year to date basis(ytd) the mining sector index grew negative 12.83%. 

There are several factors that caused this sector index to grow negatively, Artha Sekuritas 
analyst Nugroho Rahmat Fitriyanto, assessed that the movement of the mining sector index 
was aggravated by coal issuers because coal prices fell importantly, causing selling prices 
and margins to be affected. (source:https://investasi.kontan.co.id) 

 

The enterprise's financial achievement in this study is represented by the profitability 
ratio. Profitability ratios are used to assess the enterprise's ability to earn profits. The 
profitability ratio in this study is proxied by Return on Assets (ROA). Because ROA can show 
how the enterprise's achievement is seen from the use of all assets owned by the enterprise 
in generating profits. 

 

Corporate Social Responsibility (CSR) is an idea that can make enterprises not only 
responsible for finances, but for social and environmental problems around the enterprise 
so that enterprises can develop sustainably (Oktaviasari and Amanah, 2019). CSR 
transparency is a way for enterprises to communicate CSR activities that have been carried 
out in the form of information into the enterprise's annual report to be addressed to the 
public and interested parties (Sari et al., 2016). CSR transparency in the enterprise's annual 
report is still voluntary. Investors can consider CSR information disclosed in the enterprise's 
annual report in making decisions. 

 

Financial leverage is the use of sources of funds that have a fixed burden, with the 
hope of gaining additional profits and to finance the enterprise's operational activities to run 
smoothly. Leverage in this study is measured by the Debt to Equity Ratio (DER). Debt to 
Equity Ratio (DER) is the ratio chosen to represent the solvency ratio to describe the 
relationship between the enterprise's debt to capital, this ratio can see how far the enterprise 
is financed by debt or external parties with the enterprise's ability described by capital 
(Harahap, 2013: 106 ). 

 

Enterprise size is a determinant that a large enterprise will have a large capacity, high 
book value, and even high profits (Rahmadiyanti and Priyadi, 2020). Sekarwigati and Effendi 

https://www.bareksa.com/
https://investasi.kontan.co.id/
https://investasi.kontan.co.id/
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(2019) stated that enterprise size can be seen from the total assets of the enterprise, because 
enterprises with large total assets reflect the enterprise's stability. 

 

Khafa (2015) conducted a study with the outputs that the transparency of Corporate 
Social Responsibility has a positive and important influence on financial achievement, and 
leverage has a important negative influence on financial achievement. Damarjati (2018) 
obtained different outputs, that leverage has no important influence on financial 
achievement. Azzahra's research (2019) shows that enterprise size has a positive and 
important influence on financial achievement. 

 

The inconsistency of the outputs of these studies encourages researchers to re-
examine the influence of CSR transparency, leverage, and enterprise size on the enterprise's 
financial achievement as proxied by return on assets (ROA). In contrast to previous research, 
this study uses a sample of mining sector enterprises listed on the Indonesia Stock Exchange 
in 2017-2019. The selection of mining sector enterprises is because mining enterprises are 
in control of the economic sector, especially fuel oil which is a basic human need and mining 
enterprises are enterprises whose operational activities are closely related to the social 
environment. 

 

The formulation of the problem in this study is whether CSR transparency, leverage, 
and enterprise size affect the financial achievement of mining sector enterprises listed on 
the IDX in 2017-2019?. This study aims to analyze the influence of CSR transparency, 
leverage, and enterprise size on the financial achievement of the mining sector listed on the 
IDX in 2017-2019.  

 

Hypotheses 
 

H1: CSR transparency has a important influence partially on Financial achievement  
H2: Leverage has a partially important influence on Financial Achievement 
H3: Enterprise size partially important influence on Financial Achievement 
The conceptual framework of this research is as follows: 
  

Figure # 1 
Conceptual Framework 
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Research Methodology   
 

Research design 
 

This type of research is Explanatory Research with a quantitative research approach. 
Explanatory Research is used to analyze or test the relationships between one variable and 
another or how one variable affects other variables. Based on the background and problem 
formulation, this study aims to analyze the influence of CSR transparency, leverage, and 
enterprise size on the financial achievement of mining sector enterprises in 2017-2019 
which have complete and published annual reports. 

 

Population and Sample 
 

The population of this study are enterprises engaged in the mining sector which are 
listed on the Indonesia Stock Exchange (IDX). The sample enterprises in this study are 
enterprises selected based on the purposive sampling method with the aim of gaining 
representative samples in accordance with the required criteria. The sample criteria are as 
follows: Mining enterprises are listed on the Indonesia Stock Exchange (IDX) in 2017-2019 
and disclose CSR in their annual reports. So that the research sample obtained is as many as 
34 enterprises x 3 years = 102 data. 

 

Data Types and Sources 
 

This study uses quantitative data types and secondary data sources, namely the 
annual report of mining sector enterprises listed on the Indonesia Stock Exchange in 2017-
2019. Data obtained from the website of the Indonesia Stock Exchange (IDX)www.idx.co.idas 
well as from their respective enterprise websites. 

 

Data analysis method 
 

This study uses multiple linear regression analysis which aims to determine the 
relationship between variables and the influence of CSR transparency variables, leverage, 
and enterprise size on the financial achievement of mining enterprises. The tool used in the 
data analysis process is the Statistical Package for Social Science (SPSS) software. 

 

Measurement of Research Variables 
 

⦁ Return On Assets 
According to Silalahi and Ardini (2017), the Return On Assets (ROA) formula is: 
 

⦁ CSR Transparency 
CSRI calculation formula according toHaniffa and Cooke (2005) in Sayekti and 

Wondabio (2007): 
 

Information: 
CSRIj = Corporate Social Responsibility Index of enterprise j 
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nj = Number of items for enterprise j, nj = 78 items 
Xij = Dummy variable; 1 = if item I is disclosed, 0 = if item I is not disclosed 
WithThus, 0 CSRIj 1 
⦁ Leverage  
According to Silalahi and Ardini (2017), the leverage formula is: 
 

⦁ Enterprise Size 
According to Silalahi and Ardini (2017), the enterprise size formula is: 
 

Outputs and Discussion 
 

Multiple Linear Regression Analysis 
 

Table # 1  
Outputs of Multiple Linear Regression Analysis 

   

Variable 
Regression 

Coefficient 
Sig. Information 

Constant -0.285 - - 

CSR (X1) 0.351 0.047 Important 

LE (X2) -0.074 0.001 Important 

SIZE (X3) 0.081 0.590 No Sig 

 
Based on table 1 produces the following regression equation: 
 
Yit = -0.285 + 0.351X1 – 0.074X2 + 0.081X3 + e 
 

⦁ The constant value of -0.285 shows that if there is no activity or increase in the value 
of the CSRI (X1), LEV (X2), and SIZE (X3) variables, the value of the ROA (Y) variable will 
increase by -0.285. 
⦁ The regression coefficient value on CSRI (X1) is 0.351 which shows that every 
increase of one value in the CSR transparency variable will give an increase of 0.351. The 
significance value of the CSRI variable (X1) is 0.047 which is smaller than 0.05, which means 
it has a important influence. 
⦁ The value of the regression coefficient on LEV (X2) is -0.074 which shows that every 
decrease of one value in the leverage variable will give an increase of 0.074. The significance 
value of the LEV variable (X2) is 0.001 which is smaller than 0.05 which means it has a 
important influence. 
⦁ The value of the regression coefficient on SIZE (X3) is 0.081 which shows that every 
increase of one value in the enterprise size variable will give an increase of 0.081. The 
significance value of the SIZE (X3) variable is 0.590, which is greater than 0.05, which means 
that it has no important influence. 

 
 

Hypothesis testing 
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Table # 2 
T Test Outputs 

 

Variable t count Sig. Information 

X1 2,008 0.047 H1 accepted 

X2 -3,492 0.001 H2 accepted 

X3 0.541 0.590 H3 rejected 

Source: processed data outputs 
 

Based on table 2, it can be seen that the CSR transparency variable and the leverage 
variable have a significance value of less than 0.05 (5%) which means that they have a 
partially important influence on financial achievement. While the enterprise size variable 
has a significance value of more than 0.05 (5%) which means that it has no partial important 
influence on financial achievement. 

 

Conclusion, Discussion and Managerial Implications 
 

Outputs of the Influence of CSR Transparency on Financial Achievement 
 

The outputs of this study show that CSR transparency has a partially important 
influence on financial achievement as proxied by Return On Assets (ROA) in mining 
enterprises listed on the Indonesia Stock Exchange (IDX) in 2017-2019. This shows that the 
first hypothesis (H1) which states that CSR transparency has a partially important influence 
on financial achievement, is accepted. 

 

In this study as many as 34 mining enterprises have carried out CSR activities and 
disclosed them in an annual report. The items most disclosed by mining enterprises are 
environmental items, labor health and safety, and community involvement. Based on the 
outputs of descriptive analysis, it shows that the lowest value of the CSR transparency 
variable is the enterprise Perdana Karya Perkasa Tbk in 2017 which is 0.01. The highest 
value of CSR transparency variable is Bukit Asam Tbk enterprise in 2017 which is 0.37. The 
higher CSR transparency, namely the Bukit Asam Tbk enterprise in 2017 has an influence on 
increasing the ROA value generated by 0.21, while the value generated by the Perdana Karya 
Perkasa Tbk enterprise in 2017 is lower by -0.08, This means that the more CSR items 
disclosed by the enterprise can increase the enterprise's ROA value, and vice versa. The 
implementation of CSR can provide a good image for the enterprise and increase consumer 
loyalty, with increasing consumer loyalty, the level of sales will be better and increase. With 
an increased level of sales, the enterprise's profitability/profit will also increase. Enterprises 
that disclose more about enterprise transparency will be judged more by the general public 
and investors will be interested in investing their capital in the enterprise. with increasing 
consumer loyalty, the level of sales will be better and increase. With an increased level of 
sales, the enterprise's profitability/profit will also increase. Enterprises that disclose more 
about enterprise transparency will be judged more by the general public and investors will 
be interested in investing in the enterprise. with increasing consumer loyalty, the level of 
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sales will be better and increase. With an increased level of sales, the enterprise's 
profitability/profit will also increase. Enterprises that disclose more about enterprise 
transparency will be judged more by the general public and investors will be interested in 
investing their capital in the enterprise. 

 

The outputs of this study are consistent with research conducted by Khafa (2015), 
and Silalahi and Ardini (2019) which states that CSR transparency has a positive and 
important influence on the enterprise's financial achievement. However, this research is 
inconsistent with the research conducted by Krisdamayanti and Retnani (2020) which states 
that CSR transparency does not have an influence on the enterprise's financial achievement. 

 

Outputs of the Influence of Leverage on Financial Achievement 
 

The outputs of this study show that leverage has a important partial influence on 
financial achievement as proxied by Return On Assets (ROA) in mining enterprises listed on 
the Indonesia Stock Exchange (IDX) in 2017-2019. This shows that the second hypothesis 
(H2) which states that leverage has a partially important influence on financial achievement 
is accepted 

 

Based on the outputs of descriptive analysis, it shows that the lowest value of the 
leverage variable is Apexindo Pratama Duta Tbk in 2017 which is -13.00 and generates a 
profit (ROA) of -0.10. Meanwhile, the highest value of the leverage variable is Energi Mega 
Persada Tbk in 2017, which is 13.10 and generates a profit (ROA) of 0.02. The high debt used 
will have an impact on decreasing profits which will later be used to pay debts and interest. 
The enterprise uses funds from outside due to influences and efficient working capital 
management (Andiana and Amanah, 2019). Debt can be used to finance operational activities 
as well as for business development.. 

 

The outputs of this study are not in accordance with the pecking order theory which 
assumes that enterprises tend to choose internal rather than external funding. The pecking 
order theory proposed by Myers and Majluf (1984) uses the premise that there is no specific 
target debt to equity ratio where there is only a hierarchy of sources of funds that are most 
favored by the enterprise. The funding sequence starts from funds originating from retained 
earnings, then debt, and finally to the issuance of new equity, which means starting from the 
source of funds with the lowest cost. 

 

The outputs of this study are consistent with research conducted by Andiana and 
Amanah (2019) which states that leverage has a negative and important influence on the 
enterprise's financial achievement. However, this study is inconsistent with research 
conducted by Damarjati (2018) which states that leverage does not affect the enterprise's 
financial achievement. 

 

Outputs of the Influence of Enterprise Size on Financial Achievement: 
 

The outputs of this study express that the size of the enterprise has no partial 
important influence on financial achievement as proxied by Return On Assets (ROA) in 
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mining enterprises listed on the Indonesia Stock Exchange (IDX) in 2017-2019. This shows 
that the third hypothesis (H1.3) which states that the size of the enterprise has a partially 
important influence on financial achievement, is rejected. 

 

The outputs of this study represent that the size of the enterprise as measured by 
total assets is not a benchmark that can be used to measure the enterprise's financial 
achievement. Enterprises that have large total assets do not necessarily have high/good 
asset turnover and generate high ROA, and vice versa. For example, the total assets of the 
Adaro Energi Tbk enterprise in 2017 were ln32.16, the asset turnover was 0.48, and the 
profit was 0.08. In 2018 the enterprise's total assets increased to ln32.25, its asset turnover 
was 0.57, but profit decreased to 0.07. Enterprises should have good achievement in 
managing their assets, so that they can generate maximum profits. Investors are expected 
not only to look at the size of the enterprise with its total assets. 

 

The outputs of this study are consistent with research conducted by Lestari (2020) 
which states that enterprise size has no important influence on the enterprise's financial 
achievement. However, this research is not consistent with research conducted by Azzahra 
(2019) which states that enterprise size has a positive and important influence on the 
enterprise's financial achievement. 

 

The purpose of this study has been to analyze the influence of CSR transparency, 
leverage, and enterprise size on the financial achievement of mining sector enterprises listed 
on the Indonesia Stock Exchange in 2017-2019. Based on the outputs of the research 
conducted, the conclusions that can be drawn in this study are as follows: 

 

CSR transparency partially important influence on the financial achievement of 
mining enterprises listed on the Indonesia Stock Exchange. 

Leverage Partially important influence on the financial achievement of mining 
enterprises listed on the Indonesia Stock Exchange. 

The size of the enterprise does not have a important influence partially on the 
financial achievement of mining enterprises listed on the Indonesia Stock Exchange.  

 
For Enterprises 

 

This research can be useful for enterprises as a material for future consideration to 
implement CSR activities and disclose them in annual reports consistently, because 
implementing CSR activities can provide a good image for the enterprise and make investors 
interested in investing in the enterprise. Then the enterprise also needs to pay attention to 
the use of leverage, because the use of high leverage can not always improve the enterprise's 
financial achievement but can also provide the risk of bankruptcy. In addition, it is very 
important for enterprises to pay attention to their total assets and asset turnover in order to 
generate maximum profits. 

 

For Investment Advisors and Brokers 
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This research can be useful for investment advisors and brokers as information 
material for investors. Investors should consider information about CSR transparency to see 
the level of concern of a enterprise for its social environment. Investors should also consider 
information about the enterprise's leverage level to see how much the enterprise is financed 
by outsiders. Investors should also look at the enterprise's ROA value each period to find out 
how influenceive the enterprise is in using its assets to generate profits. 

 

For Future Researchers 
 

For further researchers, it is recommended to use more other factors that can have 
an influence on financial achievement. Further researchers can also extend the research 
period and add more samples of enterprises that are not fixated on one sector so that 
maximum outputs are obtained. 
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Abstract 
 

Consumer cosmopolitanism represents a promising target market for international 

companies seeking to gain higher profits beyond their territories due to their favorable 

responsiveness toward global positioning strategies. After a comprehensive review of theoretical 

and methodological issues around consumer cosmopolitanism, the article conceptualizes consumer 

cosmopolitanism as a purchasing orientation and describes the development of its measurement 

scale, named the CCOMO scale. Followed by the scale development of DeVellis (2016), the final 

scale consists of eight items and has been constructed through a series of empirical studies to 

ensure its reliability and validity. Finally, this article highlights key features of consumer 

cosmopolitanism through multivariate statistical analysis. Findings from the article not only 

contribute to academic research about a sound psychometric measurement scale for consumer 

cosmopolitanism built for Vietnamese young consumers but also provide empirical evidence for 

practitioners in portraying characteristics of consumer cosmopolitanism with related purchasing 

behaviors. 

 

Keywords: cosmopolitanism, consumer cosmopolitanism, scale development, Vioetnam.  
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Introduction   
 

Consumer cosmopolitanism has become one of the most powerful segmentations 
since it helps international marketers build effective standardization strategies for better 
matching between consumers’ preferences/ tastes and product attributes (Riefler, 
Diamantopoulos and Siguaw, 2012; Zeugner-Roth, Žabkar and Diamantopoulos, 2015). 
Cosmopolitanism was first mentioned in marketing research by Cannon and colleagues 
(1994). Nearly three decades, consumer cosmopolitanism has been still regarded as among 
the most contentious concepts in consumer behaviors (Terasaki, 2016; Prince et al., 2016). 
The issues have been ascribed to the incompatible of theoretical definition and domain to 
conceptualize consumer cosmopolitanism (Riefler, Diamantopoulos and Siguaw, 2012; 
Terasaki, 2016; Nguyen and Pham, 2021). As Pichler (2009) summarized, consumer 
cosmopolitanism could be defined as five perspectives: (1) sociocultural condition, (2) a 
philosophy, (3) a multi-faced political project, (4) an attitude, and (5) competences. 
Consequently, more than three measurement scales for consumer cosmopolitanism based 
on different understandings might be found, resulting in conflicting results reported across 
empirical studies (Prince et al., 2016). Researchers believe that despite adapting scales from 
highly correlated constructs, the core domain of a construct could not be fully captured and 
thus, any inappropriate replication would cause reliability and validity issues (DeVellis, 
2016; Zhou, 2019). Regardless of substantially different among the degree of consumer 
cosmopolitanism across markets, there is currently no psychometric scale for evaluating 
consumer cosmopolitanism in developing countries (Terasaki, 2016). 

 
Against the background, the article has three objectives. Firstly, the authors will 

justify the appropriate conceptual nature and underlying theory to operationalize the 
construct consumer cosmopolitanism. Secondly, based on the theoretical domain, we will 
develop a psychometric measurement scale reflecting the level of Vietnamese 
cosmopolitanism consumer among youngters following the procedure of DeVellis (2016). 
Secondly, the newly developed scale will be conducted a series of tests to qualify its 
reliability and validity. Finally, the article provides insightful behaviors related to 
consumption of consumer cosmopolitanism through multiple empirical replicated studies in 
Ho Chi Minh City (Vietnam). 

 
Literature Review 

Construct definition 
 

The term “cosmopolitanism” has first introduced by Merton (1957) referred to a 
person who perceives him/herself as an international dweller instead of a citizen belongs to 
any nation. Cosmopolitanism has been brought into marketing as the concept consumer 
cosmopolitanism by integrating this orientation with consumer behaviors (Cannon et al., 
1994). They defined cosmopolitan consumers are highly open and often make purchasing 
decisions based on products’ perceived performance regardless their country-of-origin. 
Contemporary perspectives on cosmopolitan consumer characteristics have highlighted the 
neutrality towards other cultures in making purchasing decisions (Oberecker, Riefler and 
Diamantopoulos, 2008). Literally, it could be found various theoretical definitions for 
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consumer cosmopolitanism. There has been recognized turbulence among authors in terms 
of which understanding should be followed to conceptualize the construct.  

 

Other related constructs 
 

Consumer Ethnocentrism: Consumer ethnocentrism has been developed from 
ethnocentrism in sociology and defined by Shimp and Sharma (1987) as consumer’s beliefs 
about the right and ethic of buying domestic products. Because consumer cosmopolitanism 
is examined in the study as a stable construct rather than a specific context, consumer 
cosmopolitanism and consumer ethnocentrism are expected to be a negative correlation 
(Zeugner-Roth, Žabkar, and Diamantopoulos, 2015; Prince et al., 2020). 

 

Purchase intention toward foreign products: Foreign product purchase intention 
indicates the possibility that consumers will intend or be willing to acquire a foreign branded 
product in the future (Wu, Yeh, and Hsiao, 2011; Martins et al., 2019). Consumer 
cosmopolitanism will likely express higher intentions toward foreign products because they 
are more eager to seek out diversity in their purchasing decisions (Jin et al., 2015; Han and 
Won, 2018).  

 

Risk aversion: Risk aversion refers to people's feelings of insecurity in the face of an 
unknown circumstance, which leads to thoughts and related actions to avoid it (Hofstede 
and Bond, 1984; Bao, Zhou and Su, 2003). Risk aversion is likely negatively related to 
consumer cosmopolitanism because these consumers are highly receptive toward new 
products (Riefler, Diamantopoulos and Siguaw, 2012). 

 

Innovativeness: Innovativeness refers as the extent to which an individual is 
relatively soon in adopting newness than the other people in society (Rogers and Shoemaker, 
1971; Vandecasteele and Geuens, 2010). Han and Won (2018) believe that consumer 
cosmopolitanism is influenced by innovativeness since those customers are more open to 
accepting new product knowledge. 

 

Variety seeking: A person's predisposition to seek change over time and in numerous 
parts of life is known as variety seeking behavior (Seetharaman and Chintagunta, 1998; 
Mohan, Sivakumaran and Sharma, 2012). Researchers have acknowledged that variety 
seeking regardless of origin is a feature of consumer cosmopolitanism (Zeugner-Roth, 
Žabkar and Diamantopoulos, 2015; Prince et al., 2016).  

 

Need for a new scale to capture consumer cosmopolitanism 
 

Justification for the objective construct domain to conceptualize consumer 
cosmopolitanism: 

 

Orientation and attitude describe psychological facets that a consumer develops 
toward various things around them but depend on the level of a specific object for 
researchers to determine whether it is an orientation or an attitude. Orientation is a "state 
of mind" and composed of a large part of consistent attitudes toward multi-issues (Pichler, 
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2009). Against the rationale, the article formally operationalizes consumer cosmopolitanism 
as an orientation of a consumer. This inclination has been formed by cosmopolitanism values 
and makes a consumer seek products satisfying one’s needs rather than their origins. 

 

Justification for the three most frequently applied scale to measure consumer 
cosmopolitanism: 

 

Cleveland and Laroche (2007), in their research on confirmation of the existence of 
global consumer culture, developed the COS scale to measure the concept of 
cosmopolitanism. However, the only major problem of COS scale that the authors concern is 
the construct capture. As Riefler, Diamantopoulos and Siguaw (2012) and Lawrence (2012) 
have agreed, the COS scale mainly captures the cosmopolitanism value rather than consumer 
cosmopolitanism. In 2009, Riefler, Diamantopoulos, and Siguaw (2012) developed the C-
COSMO scale to assess consumer cosmopolitanism. However, they are based on the three 
characteristics to describe a cosmopolitan consumer, namely: (1) open-mindedness; (2) 
diversity appreciation; and (3) Consumption Transcending Borders (Riefler, 
Diamantopoulos, and Siguaw, 2012). The authors have also been skeptical about this 
personality and the nature of the multi-dimensional concept is also not appropriate to 
replicate in cross-national studies. Lawrence (2012), in their research to construct positive 
consumer disposition in 2012, built two scales, namely CCOS and CXENO, to measure 
consumer cosmopolitanism and xenocentrism, respectively. It is recognized the 
inconsistency between orientation and attitude in defining and measuring consumer 
cosmopolitanism. Lawrence was obviously a general preference in purchasing behaviors 
(Prince et al., 2016; Terasaki, 2016).  

 

Empirically, Nguyen and Pham (2021) have conducted replication research on 
Vietnamese young consumers to measure the extent of consumer cosmopolitanism in this 
market. They have replicated three previous measurement scales, including: (1) the COS 
scale (Cleveland & Laroche, 2007); (2) the COSMO scale (Riefler, Diamantopoulos, & Siguaw, 
2012); and (3) the CCOS scale (Lawrence, 2012) on the similar sample. Nonetheless, none of 
them achieved expected reliability and validity. The new psychometric scale for measuring 
consumer cosmopolitanism as an orientation among Vietnamese young consumers is highly 
recommended in the study. 

 

Theoretical foundation 
 

Consumer cosmopolitanism has been classified as among consumer dispositions and 
has been operationalized under social identity theory (Zeugner-Roth, Žabkar, and 
Diamantopoulos, 2015). Consumer cosmopolitanism will manifest itself as a state of mind, 
which has been formed by consumer values, and that will more or less influence on attitudes 
and behaviors. 
 

Theoretical framework 
 

As mentioned in the theoretical foundations, risk aversion, innovativeness, and 
variety seeking have been considered as psychological drivers of consumer 
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cosmopolitanism. Adopted from Cleveland and colleagues (2011), the research model is 
depicted in Figure 1. 

 
Figure #1 

The research model of the first replication study 

 
 

  
Based on the theoretical foundation of Fishbein and Ajzen (1975) and adopted by 

Zeugner-Roth, Žabkar, and Diamantopoulos (2015), we depicted the research model in 
Figure 2. 

 
Figure #2  

The research model of the second replication study 

 
 

  
 

Research Methodology 
 

Research design 
 

The research problems require a qualitative research design to conduct. The research 
design for the qualitative one has been has been employed by DeVellis (2016) with eight 
steps.  

 

Phase One - Item Generation and Evaluating 
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Deep interview is used to generate an initial pool of items. To extract prospective 
interviewees, we applied theoretical sampling. The authors believe that only those whose 
ranking is high in consumer cosmopolitanism could provide precise answers to build this 
construct. For the best of item pool generation, the authors selected interviewees belonging 
to a transnational type whose rank is high only in consumer cosmopolitanism as Cleveland, 
Papadopoulos, and Laroche (2011). The Cronbach’s Alpha, k-mean clustering, and 
correlation have been assessed by SPSS version 20 to extract four typologies respondents. 
Before conducting Exploratory Factoring Analysis (EFA) for scale reduction, items from the 
initial pool were checked for content validity, which included two rounds of expert review 
(Anderson and Gerbing, 1991; Colquitt et al., 2019). 

 

Phase Two: Psychometric properties of the scale 
 

We continued to design a structured questionnaire that contained the remained items 
from the initial pool for the purpose of reduction. Principal component exploratory factor 
analysis (PCA) with Varimax rotation was selected because the stage’s objective was 
interpretation of the factors extracted and most applicable when items are highly correlated 
(Abdi and Williams, 2010).  

 

Phase Three: Reliability, validity and nomological check 
 

On the phase three, the newly developed scale will be assessed for its psychometric 
properties. The CCOSMO scale and assessed its generalizability in terms of related 
antecedents and outcome behaviors. In the final study, we aim to conduct an empirical study 
to test known-group validity. We administered a structured questionnaire to compare the 
extent of cosmopolitanism between consumers of Generation Z and consumers of 
Generation X. To compare the mean score of consumer cosmopolitanism between the two 
samples, one-way ANOVA was applied. 

 

Results 
 

Phase One - Item Generation and Evaluating 
 

There were 1000 questionnaires that had been distributed to respondents who were 
students in five colleges/universities in Ho Chi Minh but only 452 of them were usable 
(achieved at a 45.2% response rate). As k-mean cluster result, there were 115 respondents 
belong to transnational. The open-ended questionnaire had been prepared to ensure the 
similarity and consistency among interviewees. The item pool for consumer 
cosmopolitanism was generated with 24 items. There were five marketing faculty members 
and three marketing managers from global companies – those were highly expertise in 
psychology and consumer behaviors. The result was two out of 24 initial items had been 
eliminated. The rest 22 items have been continuously checked for content validity. 

 

Content Validity Checking 
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We recruited a group of 18 participants who belong to transnational consumers in 
the study 1, but different with 20 interviewees who took the deep interview. They were 
asked to evaluate each of 22 items based on the definition of consumer cosmopolitanism. 
There were five items (3rd; 8th; 11th; 13th; and 14th) have been excluded after this stage 
and a 9th item has been kept as the authors’ justification.  

 

Phase Two: Psychometric properties of the scale 
 

17 retained items from the initial pool will be continued to purify for the purpose of 
reduction. A data set with 329 respondents was conducted Factoring Analysis (EFA) by SPSS. 
The result showed that eight items loading on the first item had been retained, which 
included: 4th; 5th; 7th; 8th; 9th; 10th; 11th; and 12th. 

 

Table # 1  
Final consumer cosmopolitanism scale 
 

No Contents 

4th Care about product’s information in its label to evaluate the quality 

5th Depend on perceived performance to evaluate product quality. 

7th 
Different brands from different countries will be different so I have to try to find       

the best suit for my needs/wants. 

8th Know many products and brands to find which are appropriate. 

9th Care about the well-being of society. 

10th Search information before making a decision. 

11th Don’t care about made-in information but brands. 

12th Prefer to buy products that could be used in many situations. 

 
Phase Three: Reliability, validity and nomological check 

 

The first replication study 
 

A new sample of 352 students was collected after eliminating unusable surveys for 
checking the structural relationship as Figure 1. The model fit of the construct correlation 
achieved satisfactory fit: Cmin/df = 1.22; GFI = 0.957; AGFI = 0.942; TLI = 0.996; CFI = 0.996; 
and RMSEA = 0.025. All measurement constructs received no reliability and validity 
concerns. We continued to estimate the relationships among constructs based on the 
proposed research model. The model fit was accepted (De Carvalho and Chima, 2014): 
Cmin/df = 1.22; GFI = 0.957; AGFI = 0.942; CFI = 0.996; and RMSEA = 0.025. Table 2 displayed 
standardized path estimates and hypotheses testing. 

 

Table # 2  
The standardized path estimates and hypotheses testing 
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Structural paths 

Standardized 

regression 

weight 

p-value 
Conclusion 

at p<0.05 

Risk aversion Consumer     cosmopolitanism -0.081 0.023 Confirmed 

Innovativeness Consumer cosmopolitanism 0.656 *** Confirmed 

Variety seeking Consumer cosmopolitanism 0.254 *** Confirmed 

 
The replication study supported the reliability and validity of the CCOSMO scale in 

terms of composite reliability, convergent and discriminant validity. Besides that, the newly 
scale achieved nomological validity when hypothesized antecedents have been confirmed 
that directly influenced consumer cosmopolitanism as theoretical foundations. 

 

The second replication study 
 

We conducted an empirical study to assess the nomological validity of the newly 
developed scale in terms of related behaviors as Figure 2. There were 850 surveys 
distributed, but only 403 of them were returned and validated. The model fit of the construct 
correlation gained accepted fit (De Carvalho and Chima, 2014): Cmin/df = 2.063 (<3); GFI = 
0.908 (>0.8); AGFI = 0.883 (>0.8); CFI = 0.969 (>0.9); and RMSEA = 0.051. Constructs in the 
research model satisfied reliability and validity tests. The research model was estimated by 
SEM and confirmed the results because the model fit reached the satisfied cut-off value (De 
Carvalho and Chima, 2014): Cmin/df = 2.336 (<3); GFI = 0.897 (>0.8); AGFI = 0.871 (>0.8); 
CFI = 0.96 (>0.9); and RMSEA = 0.058.  

 

 

 

Table # 3  
The standardized path estimates and hypotheses testing 

 

 

Structural paths 

Standardized 

regression 

weight 

p-

value 

Conclusion 

at p<0.05 

Cosmopolitanism Consumer cosmopolitanism 0.633 *** Confirmed 

Consumer cosmopolitanism Foreign purchase 

intention 
0.818 *** Confirmed 

Consumer ethnocentrism Foreign purchase intention 
Non- significant 0.428 

Not 

Confirmed 

 
The study provided empirical evidence for nomological validity for the CCOSMO scale. 

Cosmopolitanism was operationalized as a value that would contribute positively to the 
formation of consumer cosmopolitanism. The result supported not only the 
conceptualization of consumer cosmopolitanism but also the distinctiveness of two 
constructs. Furthermore, the CCOSMO was confirmed by its nomological validity because 
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consumer cosmopolitanism is found positively influenced on foreign product purchase 
intentions. 

 

The final replication study 
 

In this study, we test known-group validity through empirical quantitative data from 
two samples. For the sample of Generation X, there were 1000 questionnaires distributed, 
but only 202 were usable. For the sample of Generation Z, we received 200 validated. The 
test of homogeneity of variance was significant at 0.053 (> 0.05) from the test of one-way 
ANOVA, which implied two groups both had equal homogeneity of variance. This revealed a 
significant difference in the mean of consumer cosmopolitanism between the two samples 
of Generation X and Generation Z (F (1,400) = 66.455, p < 0.001). The mean of the sample of 
Generation X (3.05) was obviously lower than the mean of the sample of Generation Z (3.79). 

 

Conclusion, Discussion and Managerial Implications  
 

Theoretical and Methodological contributions 
 

Inheriting from previous authors, we have defined consumer cosmopolitanism as a 
consumer orientation that makes their purchasing behaviors transcend across national 
borders, highly openness to seeking products that best deliver functional needs regardless 
of their country-of-origin information. Learning from empirical studies, orientation has been 
employed to develop a scale to measure the construct. From a methodological contribution, 
the study followed the scale development and validation procedure of DeVellis (2016) to 
build the CCOSMO scale intended for measuring the extent of cosmopolitanism in the field of 
consumer research. The scale development process of DeVellis (2016) has been considered 
as the best practice for creating a sound instrument for a construction.  

 

Managerial contributions 
 

Through validated studies on the CCOSMO scale, the study has portrayed some 
highlighted characteristics of a cosmopolitan consumer. He/she is highly innovative, 
cosmopolitan and often looks for variety in life. Regardless of cultural orientation, a 
cosmopolitan consumer is not a risk aversion person. In respect to structural relationships, 
risk aversion negatively contributed to the formation of a cosmopolitan orientation in young 
consumers, while innovativeness, cosmopolitanism, and variety seeking positively 
contributed to this orientation. These socio-psychological antecedents would assist 
marketers in drawing up strategies aimed at strengthening the cosmopolitanism orientation 
of a young target consumer (Bartsch, Riefler and Diamantopoulos, 2016. 

 

Limitations and future research 
 

Above all, this study developed the CCOSMO scale to measure the extent of 
cosmopolitan orientation among young Vietnamese consumers. Therefore, different 
segments even from the same market or the same segment from other countries should be 
thoroughly evaluated before adapting the CCOSMO scale to capture the nature of consumer 
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cosmopolitanism Last but not least, the CCOSMO has been built as a stable orientation and 
has not considered the influence of temporal perspectives. As mentioned above, the level of 
cosmopolitanism in a consumer could be thick or thin (Dobson, 2006) depending on which 
value has been activated. 
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Qualitative research to analyze the model on the E-Commerce VAT payment and 
reporting information system how it is implemented in Indonesia using the Blockchain 
System and Split Payment Method. The interpretive paradigm and narrative study approach 
in this research are the approaches. Interviews and documentation as a data collection 
technique with the Director General of Taxation Regulations, the Director General of 
Potential Compliance and Revenue and most importantly the Director General of 
Information and Communication Technology. Research shows that the Electronic Receipt 
Number (NTTE) is safe and can be distributed and applied to the blockchain system on E-
Commerce VAT data. The NTTE blockchain-based system can make VAT E-Commerce 
payment transaction data faster and more effective, so the split payment method can be 
applied in Indonesia based on intermediation. voluntary from payment system service 
providers(PJSP). 

 

Keywords: VAT, Blockchain Systems, NITE,Split Payment Methods 
 

Introduction 
 

Most community activities have been carried out using assistive devices, namely 
digital technology, both in aspects of social life, education and economy. These developments 
provide a new innovation in providing great potential for business and market growth. 
Especially during the Covid-19 pandemic, business and market growth became increasingly 
rapid with online transactions such as marketplaces, online stalls, online shops, and others. 
Based on survey data from the Indonesian internet survey, during the Covid-19 pandemic in 
2020 increased to 196.7 million in the 2019-2020 range, this states that the number of 
internet users in Indonesia has reached 73.3%. In addition, according to the Central Statistics 
Agency (2020) report during Covid-19, total sales of goods through digital platforms 
increased by 3.2 times in March and 4.8 times in April 2020 compared to sales in January 
2020. the use of the internet in Indonesia in trading activities which has a very impact on 
encouraging economic growth. This is also an opportunity for the government regarding the 
imposition of digital economy taxes. 

 

A total of 81 companies have been appointed as collectors of Value Added Tax (VAT) 
on company trade since the enactment of PMK No.48/2021 on July 1, 2020 until the end of 
July 2021, of which 6 companies are located in Indonesia. And the receipt of Value Added Tax 
(VAT) on Trading Through E-Commerce which has been obtained from September to 
December 2020 is Rp. 0.731 trillion and in the period from January to April 2021, there was 
an increase of Rp.1.11 trillion. Then at the end of September 2021, the realization of Value 
Added Tax (VAT) receipts on Trading Through E-Commerce has been collected in the 
amount of IDR 2,747 trillion. Blockchain technology provides an advantage in the form of 
security, control, information, and transparency that will be obtained in real time will 
improve tax compliance and can reduce the risk of tax evasion and fraud. The security 
provided by blockchain technology is that information that has been entered into the 
blockchain digital ledger cannot be deleted, the control provided by blockchain technology 
is the availability of a network that can only be accessed by verified users, the transparency 
provided by blockchain technology is the availability of sources and traceability. Blockchain 
technology in VAT can reduce fraudulent practices and tax evasion, because the use of new 
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technology will increase system control to a higher level. So that tax crimes and the tendency 
for non-compliant tax payments will decrease (Faccia and Mosteanu, 2019).  

 

Based on the above discussion, this research focuses on integration VAT payment 
with reporting information using Blockchain System technology and the Split Payment 
Method. From an academic point of view, this research is expected to be useful for knowledge 
about the blockchain system and the split payment method in the E-Commerce VAT payment 
and reporting information system. Meanwhile, in terms of practical contributions, this 
research can provide useful information and consideration for the Directorate General of 
Taxes, especially the Directorate of Information and Communication Technology to improve 
the application of payment information systems and reporting on E-Commerce VAT. The 
purpose of this research is to analize the blockchain System and Split Payment Method that 
can be applied in Indonesia. 

 

Research Methodology   
 

The Directorate General of Taxes which is located at Jl. Jendral Gatot Subroto No. 40-
42 South Jakarta. In this study, the main object or focus of research is on the integration of 
payment information systems and value added tax reporting on trade through an E-
Commerce using Blockchain System technology and the Split Payment Method. The source 
of this research data comes from primary data that researchers get directly through 
interviews from key informants, namely the Directorate of Information and Communication 
Technology. Secondary data sources that researchers get indirectly through literature in the 
form of documents or other archives associated with the variables. 

 

There are two data collection techniques, namely as interviews in this study were 
conducted in depth with key informants, documentation stage includes the process of 
recording, taking pictures, recording, and storing from trusted sources. The data validity 
technique used in this research is triangulation technique. In this study, the appropriate 
triangulation used is source triangulation. Source triangulation is a test of the validity of a 
data through examination of data that has been obtained from several sources. According to 
Miles & Huberman in the book Sekaran & Bougie (2017, p. 160) data analysis techniques are 
generally divided into three steps, namely as data reduction, and presentation of data, 
meaning data presentation techniques that occur in the form of brief descriptions 
(narratives), diagrams, flowcharts, and others. The presentation of data by researchers is in 
the form of narrative descriptions, flowcharts, and relationships between categories before 
and after using the proposed system. 

 

Results  
 

Payment and reporting on Value Added Tax (VAT) on Trading Through E-Commerce 
has been implemented through the Digital Products Vat Collector Portal web application. The 
Digital Products Vat Collector Portal web application has three pages namely Profile, 
Payments and Reports. On the profile page, E-Commerce business actors can provide 
information related to identity, service information and photo identity. Furthermore, the 
payment page provides information regarding the type of tax, tax period, fiscal year, amount 
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of tax payable and a description of the payment. Payment of VAT on E-Commerce is made 
every Tax Period and no later than the end of the following month after the Tax Period ends 
through the state treasury account. Payment of VAT on E-Commerce can use the rupiah 
currency using the exchange rate prevailing on the date of deposit, the US dollar currency, 
or other foreign currency that has been determined by the Director General of Taxes.  

 

Based on pre-research findings that have been met by researchers, the reality is that 
the implementation of E-Commerce VAT has not yet created an effective and efficient 
payment and reporting system with deposits at the end of the following month after the end 
of the tax period, 3-month reporting and annual reporting. The application of this report is 
deemed ineffective and creates a high cost of compliance for E-Commerce business actors. 
In addition, there are still limited access and information collection, supervision and 
imposition of sanctions on E-Commerce VAT. 

 

The implementation of the SOP for VAT payments on Trading Through the E-
Commerce begins with a purchase order transaction and payment to the purchase of E-
Commerce goods  or services. The next flow is delivery of E-Commerce goods or services and 
VAT payments on E-Commerce made through the "Digital Products VAT Collector Portal" 
website. The VAT payment application for E-Commerce is in accordance with the State 
Revenue Module (MPN) standard.  

 

SOP The procedure for paying VAT on Trading Through the E-Commerce begins with 
an order to the purchase of services  or goods for E-Commerce andsettlement. The following 
is a flowchart of the SOP for VAT payment procedures for Trading Through E-Commerce for 
the purchase order and settlement section: 

 
 

Image # 1 
 Flowchart of SOP for Purchase Orders and Settlement 

 

 
Source: Directorate General of Taxes and Processed Data 
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The SOP for VAT payment procedures on Trading Through the E-Commerce is the 
part for sending and paying VAT. The following is a flowchart of the SOP for VAT payment 
procedures for Trading Through the E-Commerce for the delivery and payment of VAT 

 
 
 
 
 
 

Image # 2 
Flowchart of SOP Delivery and Payment of VAT 

  

 
Source: Directorate General of Taxes and Processed Data 
 

The implementation of the SOP for VAT reporting on Trading Through the E-
Commerce is divided into two stages, namely quarterly reporting and annual reporting. In 
quarterly reporting, the data reported is only a summary of transactions that are not detailed 
and only logs. Meanwhile, annual reporting is detailed data.  

The following is the SOP Flowchart of VAT reporting on Trading Through E-
Commerce for the quarterly report and annual report sections: 

 

Image # 3 
Flowchart of SOP Quarterly and Annual Report 
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Quarterly Report SOP Flowchart     Annual Report SOP Flowchart 

 
Source: Directorate General of Taxes and Processed Data 
 

The other problems and challenges that the author has found regarding the payment 
and reporting of VAT on E-Commerce are as follows, such as there is a discrepancy between 
the regulations of the Minister of Finance Regulation (PMK) No48/PMK.03/2020 with Law 
Number 42 of 2009 Article 3A paragraph (3). In PMK No. 48/PMK.03/2020 it is explained 
that those who collect, deposit and report are E-Commerce business actors. There is limited 
access to information on E-Commerce business actors. E-Commerce business actors are 
companies that are directly appointed as VAT collectors on E-Commerce by the Minister of 
Finance. The development of blockchain in the payment information and VAT reporting on 
E-Commerce that can be applied in Indonesia is a type of private blockchain that does not 
include personal data and is stored centrally and managed by the Directorate General of 
Taxes. The blockchain system that can be distributed into the network nodes of the DGT 
blockchain system is the Electronic Receipt Number (NTTE). This system can be monitored 
and tracked directly by DGT, making it easier for DGT to collect information. In addition, 
blockchain technology provides benefits in the form of security, control, information, and 
transparency that will be obtained in real time and can improve tax compliance and it can be 
fraud and risk 

 

The next recommendation for optimizing E-Commerce VAT is the split payment 
method scheme. The split payment method is a payment method for goods and services that 
are usually made by buyers through a payment system service provider (PJSP), then the PJSP 
will immediately separate the seller's account from the VAT account. The seller's account 
will receive the amount of net sales and the VAT account will receive the amount of VAT paid 
and will be automatically carried out by the payment system service provider (PJSP). The 
application of the split payment method for E-Commerce VAT in Indonesia will have 
implications for optimization and aim to enable tax authorities to control compliance and 
match VAT payments received with VAT reporting. 

 

The modeling of VAT E-Commerce in context diagram is a description of the work 
process of the system in general. The following is a context diagram of the VAT for E-
Commerce use blockchain and split payment method: 

 
Image # 4 
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Context Diagram 
 

 
Source: Processed data 

 

DFD level 1 is a system that provides an overview of the division of the system into 
smaller modules. DFD level 1 will explain the main processes or functions, data flows, 
entities, and data stores in more detail. The following is a Level 1 DFD of the VAT payment 
E-Commerce use blockchain and split payment: 

Image # 5 
Level 1 DFD 

 

 
Source: Processed data 

 
Process 1 starts from the transaction process for purchasing goods or E-Commerce 

services by consumers. The following is a Level 1 DFD process 1 for the purchase transaction 
process: 

 

 

Image # 6 
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Level 1 Process 1Data Flow Diagram 
  

  
Source: Processed data 

 

Process1 starts from data update process carried out by E-Commerce business actors. 
The following is a DFD Level 1 process 2 data update process: 

 
 
 

Image # 7 
Level 1 Process 2Data Flow Diagram  

 

 
  

Source: Processed data 
 

Next process 3 starts from the order payment process and tax collection. The 
following is a DFD Level 1 process 3 order payment processing and tax collection: 
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Image # 8 
Level 1 Process 3Data Flow Diagram  

 

 
  

Source: Processed data 
 

Process 4 starts from VAT reporting process on E-Commerce. In this process, E-
Commerce business actors will get proof of electronic receipt obtained from the blockchain 
database. The following is a DFD Level 1 process 4 VAT reporting process on E-Commerce: 

 

 

 

 

 

 
Image # 9 

Level 1 Process Data Flow Diagram 
 

 
  

Source: Processed data 
 

Database design is a design in the form of integrated tables and describes in detail the 
input and output data. The database design that is carried out is the design of Entity 
Relationship Diagram (ERD) which aims to make it easier to provide an overview of the 
relationship in the form of a design. The following is the Entity Relationship Diagram (ERD) 
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used in the payment information system and VAT reporting on E-Commerce with blockchain 
and split payment . 

 

In the Entity Relationship Diagram above, it is divided into five stages, namely 
transaction processing subsystem, operating engineering subsystem, operational 
intelligence subsystem, quality subsystem, and effectiveness and efficiency subsystem. The 
following are the steps that are inputted in the payment information system process and VAT 
reporting on E-Commerce using the blockchain and split payment method transaction 
processing subsystem is an input sub-system that has a source of information in the form of 
report data related to consumer and business transactions for transactions in the sale of 
services  or goods for E-Commerce and VAT payments.  

 
The operating engineering subsystem is an input subsystem that functions to check 

the suitability of VAT payments in the TPS (Transaction Processing Subsystem). The input 
subsystem in the operating engineering subsystem is a calculation report, an equalization 
report and an electronic receipt number (NTTE), Operating intelligence subsystem is an 
input subsystem that will process information data obtained from TPS (Transaction 
Processing Subsystem) and OIS (Operating intelligence subsystem). The input subsystem in 
the operating intelligence subsystem is the Electronic Receipt Number blockchain. The NTTE 
blockchain is an electronic receipt code that is recorded in the blockchain for VAT payment 
transactions. This VAT payment transaction is generated through the split payment method 
carried out by the Payment System Service Provider (PJSP). The advantage of using 
blockchain is that every payment will be recorded in detail and the data entered into the 
blockchain system will be kept safe because of the block chain that cannot be changed. The 
quality subsystem is one of the output subsystems related to the quality of the information 
to be processed. The output sub-system in the quality subsystem is proof of electronic 
receipt of tax payments that will be sent to business actors. Electronic tax receipts will 
contain information on the name of the business actor, code of business actor, tax period and 
tax year, electronic receipt number, name of goods, date of receipt, price of goods, total net 
value, and VAT rate. Effective and efficiency subsystem functions to ensure the system be 
carried out efficient and effective. In the entity relationship diagram of this study, the output 
as an effective and efficiency subsystem is the notification of E-Commerce VAT receipts. 

 
Flowchart is a process that describes in detail and detail at each step and decision 

issued from each entity. The flowchart process above starts from searching for E-Commerce 
goods or services to be purchased until the order is received by the consumer. The flowchart 
flow is as follows: 

 
Image # 10 

Flowchart of the Proposed System 
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Source: Processed data 
 

Conclusion, Discussion and Managerial Implications 
 

Blockchain technology provides benefits in the form of security, control, information, 
and transparency that will be obtained in real time and can improve tax compliance and 
reduce the risk of tax evasion and fraud. In addition, the application of the split payment 
method in the VAT payment process for E-Commerce can simplify VAT payments and reduce 
the cost of compliance charged to E-Commerce business actors. The split payment method 
in E-Commerce VAT will solve VAT payments to DGT and net value to E-Commerce business 
actors based on voluntary intermediation from payment system service providers such as 
funds, ovo, m-banking, gopay and others. PJSP must separate payments with different 
accounts, namely E-Commerce business actors' accounts with net sales value and state 
treasury accounts for total VAT deposit. The split payment method is used to speed up the 
VAT payment process, reduce the risk of fraud, and prevent aggressive tax loopholes. 

 

Some suggestions that can be submitted include: For further researchers, it is hoped 
that they can deepen the proposed blockchain system and split payment method by adding 
sources other than the Directorate General of Taxes (DGT), such as academics, practitioners, 
and blockchain technology associations in Indonesia. The government is expected to be able 
to evaluate and improve the VAT collection, deposit and reporting system through studies 
and issuing regulations regarding the implementation of the blockchain system and the split 
payment method in the VAT collection, deposit and reporting process. 
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Abstract 
Digital content marketing (DCM) increases visits to tourist destinations. This is similar to 

the advancement of internet technology and its ease of access by the public from anywhere via 

smartphones. Consumer interest in digitalization is increasing rapidly, thus, as a manager, the 

Destination Management Organization (DMO) must take advantage of DCM in promoting tourist 

destinations. DCM plays a significant role in satisfying consumers' curiosity about tourism 
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destinations and encourages accurate absorption and comparison of information from various 

DCM sources. Therefore, this study aims to determine the extent to which the DCM produced by 

DMO and User-generated content (UGC) can influence a visit to a tourist destination. Various 

studies showed that UGC significantly influences the role of tourist visits. Their experiences are 

shared with everyone or potential tourists through social media to encourage visits to tourism 

destinations.  

 

Keywords: DCM, Tourist, Tourism Destination, DMO, UGG 

 

Introduction 
 

Recent studies have shown an association between digital marketing and tourism. It 

indicates that digital marketing has replaced the old norm of marketing activities, which is no 

longer applicable (Sirkeci, 2020). It is a special compliment to accompany conventional marketing 

activities. The rapid technological advancement and the ease of accessing the internet from 

anywhere via a smartphone (Giao & Vuong, 2020) are two elements that have contributed to this 

new norm, which has increased consumer interest in digitalization (Ritter & Pedersen, 2020). 

Consumers have high curiosity, thus they search for digital content information from various 

sources, which are compared using their high accuracy in absorbing information. This habit is 

significant on digital platforms where the competitive environment grows to attract consumers 

who like to search for these kinds (PEKTAS & HASSAN, 2020). With the increasing number of 

internet users in the community, it is easier for people to access various digital media content. 

Furthermore, DCM can reach its audience far beyond ATL (above the line) and BTL (Bottom of 

the line) concepts in conventional marketing versions. It enables the company to reach many 

audiences in various places according to the prepared market target (Opreana & Vinerean, 2015), 

(Heinze et al., 2020).  

 

Many companies are turning to digital marketing, especially social media, to find 

consumers and carry out promotional efforts (Halligan & Shah, 2009). Social media, which are 

user-generated communications, represent a popular platform for business-to-consumer brand 

marketing (ad & Alhadid, 2014). In particular, social networking sites based on visual/image 

content such as Instagram (Belanche et al., 2019) and Pinterest are gaining popularity, attracting 

much interest from retail businesses. In recent years, visual content marketing has skyrocketed, 

including photos, which have become a core asset in explaining a brand (ad & Alhadid, 2014; 

Huang & Ha, 2021).  

 

The phenomenon of DCM resulted in the emergence of UGC, or social media websites, 

which represent various forms of consumer-generated content (CGC) and have gained immense 

popularity in online travellers’ use of the internet. These websites include blogs, virtual 

communities, wikis, social networks, collaborative tagging, and media files shared on sites such 

as YouTube and Flickr (Gretzel, 2006, 2017; Gretzel & Yoo, 2013) (Pan & Crotts, 2012) (Xiang 

& Gretzel, 2010). According to  (Xiang & Gretzel, 2010) many social media, websites, and other 

internet-based communication media have helped consumers to post and share comments, 

opinions, and personal experiences related to travel, which subsequently serve as information for 

others (Cheung et al., 2014). 
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The use of social media, such as internet media technology, is an effective means of 

promotion (Heinze et al., 2020). This technology enables faster development in message delivery. 

Its advantages can be maximized with interactive social media, which ensures more effective 

promotions (Melović et al., 2020).  

 

Tourism business development has been the focus of various studies in recent times. A 

consensus has emerged that tourism increases foreign exchange earnings and creates job 

opportunities, stimulating the industry's growth, thereby fueling overall economic growth 

(Camilleri, 2018). It has also shifted from passive consumption to providing more attractive 

services. Recent trends include interactive service delivery and offerings, an adaptation of new 

technologies, and service personalization (Hollebeek & Macky, 2019; Jain et al., 2021; R K Coll, 

2006). Furthermore, tourists seek pleasure, interesting transformative, and temporary residence 

activities. Consumer engagement has received great attention in various disciplines, including 

sociology (community engagement), psychology (task engagement), marketing (customer 

engagement), and organizational behavior (employee engagement) (Brodie, Hollebeek, Jurić, & 

Ilic, 2011; (Amirtaheri, 2017; Taheri et al., 2014, 2018, 2019). It is defined as the state of being 

involved with and committed to a certain market offer (Taheri et al., 2014). Meanwhile, tourism 

is a place for tourists to engage with the destination culture and create value through their 

experiences (Ingram et al., 2017). The determinant of engagement in tourism studies includes other 

people, perceived authenticity, sincerity, motivation, prior knowledge, relationship mood setting, 

cultural capital, and desirability for social interaction (Bryce et al., 2015) (Taheri et al., 2017). 

Previous studies have also shown the positive outcomes of tourist engagement, such as satisfaction, 

loyalty, and commitment  (Taheri et al., 2019).  

    

The tourism sector in the world is currently experiencing a decline. One major cause is the 

COVID-19 pandemic (Abu Bakar & Rosbi, 2020; Alnaser et al., 2020), which prohibits movement 

and forces individuals to remain isolated in their respective locations(Alnaser et al., 2020). 

Tourism involves a large workforce, which the Indonesian government encourages due to its role 

in the economy. The proposed policy response aims to handle properly and ensure that tourists 

return to Indonesia soon  (Sugihamretha, 2020).  

    

The United Nations World Tourism Organization (UNWTO) reported a drastic decrease in 

tourist visits. It was noted that the total international tourist arrivals decreased by 74% globally 

due to the pandemic (Fotiadis et al., 2021). This decline resulted in the loss of US$1.3 trillion in 

potential income, and 100-120 million tourism workers lost their job. The Asia and Pacific region 

experienced the most drastic decline of up to 84%. To further increase visits to various tourist 

destinations, it is imperative to carry out promotional activities immediately after the situation 

recovers and becomes normal again (Han et al., 2022). The use of DCM is very important to 

provide information about the image of a tourist destination, which is generally accepted as an 

important aspect of successful tourism management and destination marketing (Molina et al., 

2010).  

    

The subject of several studies is how to increase visits to a tourist destination. Furthermore, 

the availability of DCM (Bu et al., 2020; Hollebeek & Macky, 2019)-based information that 

promotes tourist destinations has been widely carried out by both the DMOs and UGC. 
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Furthermore the effectiveness of this content in influencing visits to tourist destinations has not 

been established(Chen et al., 2021). 

 

 

Literature Review 
 

Tourism  

 

    Tourism as a travelling activity that aims to bring pleasure, seek satisfaction, improve 

health, enjoy sports or rest, carry out tasks, make pilgrimages, and others (Bonn et al., 1999). 

According to (Hjalager, 2010) Tourism includes a variety of economic activities, especially those 

that are directly related to the entry of foreigners through traffic in a particular country, city, and 

region (Camilleri, 2018; Taheri et al., 2019). In addition, Law Number 9 of 1990 in Chapter 1 

Article 1, defines tourism as everything related to its implementation, meaning all activities and 

affairs related to planning, regulating, implementing, and supervising tourism, carried out by the 

government, private sector, and society ( (Sirkeci, 2020). 

 

Based on the opinions above, it can be concluded that tourism is a trip carried out for an 

extended period from one place to another with the sole intention of enjoying the trip for 

sightseeing and recreation and fulfilling various desires (Aitieva et al., 2021). 

    

There are six types of tourism; the first is pleasure tourism, which is carried out to enjoy 

the trip. In this case, people leave their homes for vacations, seek fresh air, relax their nervous 

tension, enjoy the beauty of nature (Abas et al., 2022), the folklore of an area (Rodrigo & Turnbull, 

2019), the holidays, and so on. The second type is recreation tourism, which is for recreational 

purposes. This type involves people who want to spend their holidays resting and restoring 

physical and spiritual freshness, which will refresh their fatigue and exhaustion. The third is 

cultural tourism (Chau et al., 2002), characterized by motivations (Brug, 2008) such as the desire 

to learn in teaching and study centers, discover customs and the way of life in other countries, etc. 

The fourth is sports tourism. This type aims to attract sports spectators, athletes, and those who 

want to practice (Weed, 2009) . The fifth type is business tourism, carried out for large trade 

matters. The element emphasized, in this case, is the opportunity travellers use in their free time 

to pamper themselves. The last is convention tourism, with many hotels or buildings specially 

equipped to support this type; thus, many countries (Tribe, 1997). 

 

Digital Marketing 

 

    Marketing is the process of creating, communicating, delivering, and exchanging 

offerings that have value for customers, clients, partners and society at large (Bu et al., 2020; 

Heinze et al., 2020; Hollebeek & Macky, 2019; Kohli & Jaworski, 1990).  Its content can be 

accessed easily online due to the emergence of internet technology that allows consumers to access 

digital media. Therefore, companies should use digital marketing to publicize their products and 

services (Hockerts, 1999; Mohr, 2000; Moslehpour et al., 2020) . One of the ways to build a digital 

marketing strategy is by creating content for online platforms and hoping for the best marketing 

effect (How to Create a Digital Marketing Strategy, n.d.). 
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Digital marketing technology is used to communicate products and services owned to 

provide competitive tourism offers and to meet consumer expectations (Gautam & Sharma, 2017; 

Happ & Ivancsó-Horváth, 2018; Opreana & Vinerean, 2015) (Sharma et al., 2021). It is seen as 

the activities, institutions, and processes facilitated by digital technologies to create, communicate, 

and deliver value (A Parasuraman, 2000) for customers and other stakeholders (www.ama.org). 

Furthermore, it allows marketers to conduct marketing tailored to consumer preferences and can 

provide information to their customers directly through their websites (Law et al., 2004; Leung et 

al., 2013) and other digital technology tools (Garay-Rondero et al., 2019; Mathew & Soliman, 

2021; Melović et al., 2020). The use of digital marketing has changed the distribution mechanism 

and consumption patterns of travel offers (Munar & Jacobsen, 2014). It has created new 

opportunities and challenges for all organizations involved in the tourism system (Chiappa, 2013). 

Various studies are being conducted in the tourism industry on adopting digital marketing, most 

of which emphasize the consumer perspective (Escobar-Viera et al., 2018; Hvass & Munar, 2012; 

Munar & Jacobsen, 2014)  Consumers are directed to access the web and other channels to find 

information (Reino & Hay, 2016). They are also encouraged to make online purchases of travel 

tickets and other services at tourist destinations using digital technology (e-tickets, etc.) (Werthner 

& Ricci, 2004) and minimize the use of conventional travel networks  (Ho, 2015; H.-S. Jung & 

Baker, 1998; T. H. Jung & Butler, 2000; Lagrosen, 2005)  

 

Digital Content Marketing (DCM) 

 

A very important concept in digital marketing activities is the existence of attractive DCM 

(Bhandari et al., 2021). DCM is needed to build communication, increase knowledge, and 

strengthen the relationship between marketers and consumers. Therefore, an effective message is 

needed to communicate the values of products and services owned by marketers to consumers. 

DCM that contains product advantages is needed to convey messages to consumers. 

    

(Koiso-Kanttila, 2004)  introduced the DCM concept in 2004. It is a marketing activity for 

the company's products, including the digital product delivery process. Such digital content is an 

important part of the commercial landscape (Rowley, 2010). DCM is defined as the management 

process responsible for identifying, anticipating and profitably satisfying customer needs in the 

context of digital content or bit-based objects distributed over electronic channel devices  (Mathew 

& Soliman, 2021; Rowley, 2010). 

 

DCM is a new, fast-growing digital marketing concept in recent years. The study on DCM 

was carried out mainly on goods and services (Hollebeek & Macky, 2019). Previously, digital 

content was disseminated through desktop or laptop computers through e-newsletters, videos, 

quizzes, whitepapers, infographics, and other formats. However, since entering the mobile Internet 

era, DCM has tended to interact with social media users or mobile applications through videos, 

live streaming, and long-form content to achieve the goal of content dissemination (Hollebeek & 

Macky, 2019) (Hollebeek and Macky, 2019). According to Wang et al. (2019), there is a significant 

difference between today's customers' mobile search and the previous era's Internet search 

behaviour (L. Wang, 2020). In particular, when customers search for content using a desktop or 

laptop, it is mostly for formal purposes, such as work-related content. The search time is relatively 

long, and the location is fixed. The search tools are usually websites or search engines. Conversely, 

the mobile internet is used by the customers mostly for informal purposes, such as life-related 
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issues. In this case, the time spent is fragmented and can be done in multiple locations. The main 

search tool used is usually in the form of an application (M. Wang et al., 2020). The most 

frequently accessed content is those regarding lifestyle in tourism, culinary, and others (Björk & 

Kauppinen-Räisänen, 2014; Liberato et al., 2020). This search is carried out as long as consumers 

or tourists have free time, and this content is mostly accessed through social media or applications 

(Bu et al., 2020; Hvass & Munar, 2012; Leung et al., 2013).  

 

User Generated Content (UGC) 

 

User-generated content (UGC) is published outside routine and professional practice 

(Carvão, 2010; Naeem & Ozuem, 2021) . It basically refers to how users interact with others and 

express themselves on social media (Smith, 2019). Furthermore, brand-related UGC is a type of 

user content created in connection with a particular brand. They include user reviews of a specific 

brand on Facebook or videos of brand features discussions on YouTube. It has a central role in 

developing social interaction, online word-of-mouth (eWOM), and brand relationships (Smith, 

2019) (Moran et al., 2014). 

    

The emergence of UGC is in line with the concept of information created by the internet 

and social media users, which has spread far beyond any encyclopedia and other sources of 

knowledge (Luca, 2015). Consumers now use Google via a mobile application to find new 

restaurants, book rental vehicles, and buy food. They also open travel applications to plan 

vacations, book hotels and order plane tickets, buses, trains, and other modes of transportation. 

Consumers choose to buy tickets online instead of queuing up (Ye et al., 2011). Furthermore, the 

reviews on markets places are a big consideration when buying anything from books, nightlights, 

masks, and other items. Consumers can tell the quality of a product by reading reviews submitted 

by previous buyers who were satisfied or dissatisfied.  

    

Conclusion 
 

In conclusion, many DCM has emerged and can influence consumer interest and desire to 

visit (Bu et al., 2020; Hollebeek & Macky, 2019). However, none of these studies considered the 

consumer’s possibility to share behavior voluntarily due to high trust and satisfaction in a tourist 

destination (Afshardoost & Eshaghi, 2020). A great effort is needed to create content that can 

address the needs of potential tourists for a destination. After broadcasting the content containing 

information such as promotions and advertisements from destination management organizations, 

how much do the DCM influence potential tourists' cognition, emotion, and behavior? 

(Afshardoost & Eshaghi, 2020) Thus, they are willing to voluntarily seek additional information 

about tourist destinations that suit their preferences. The trust and good experiences in tourist 

destinations then became digital marketing content created by tourists and broadcasted on their 

respective social media (Gautam & Sharma, 2017). Therefore, they are willing to become UGC 

who are not asked or forced to share on social media. 

 

Content containing information about certain tourism destinations is evaluated by 

measuring the effectiveness of DCM in encouraging cognition, such as attention, and ultimately 

information searching behavior strengthened or weakened by self-branding connection. This 



 

93 

behavior is strengthened or weakened by tourists' trust and experience variables towards 

destinations.  
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Abstract 
This study describes the effect of Acculturation to Western Culture (AWC) and Consumer 

Ethnocentrism (CE) on consumer purchase intention. AWC has several dimensions based on 

consumers' perspectives namely Eurocentrism (EUC), Exposure to Western Media (EWM), 

English Language Use (ELU), Social interaction with Western Culture (SWC), Exposure to 

Marketing Activities of Western multinational companies (EXW), and Openness to emulated 

Western culture (OWC). Meanwhile, OWC is one of the important international marketing topics 

in exploring how AWC drives consumers' intentions to buy international products or services, 

called country of origin. Therefore, this study aims to explore significant investigations on the 

effect of AWC and CE on purchase intention, based on literature review. The results showed that 

except for Eurocentrism and English language use, the other four AWC dimensions namely 

Exposure to Western Media and Marketing Activities, Social interaction with Western culture, as 

well as Openness to emulated Western culture significantly influence purchase intention. 

Consumer ethnocentrism had no significant effect on the impact of the remaining three AWC 

dimensions including Eurocentrism, Exposure to Western media, and English language use in 

mailto:viola.d.yusa@gmail.com
mailto:mahrina.sari@feb.unila.ac.id
mailto:satria.bangsawan@feb.unila.ac.id


 

100 

relation to purchasing goods. Based on the results, ethnocentrism is positively related to 

consumers' desire to buy products. 

 

Keywords: Acculturation of Western Culture, Purchase Intention, Consumer Ethnocentrism 

 

Introduction 
 

Globalization facilitates the process of acculturation by allowing direct and indirect 

exposure to different cultures. Meanwhile, culture plays an important role in shaping consumer 

responses, such as their attitudes and behavior towards products and brands (Cleveland, Laroche, 

& Takahashi, 2015) 

 

In recent decades, increasing globalization has led to the emergence of a global culture (JM 

Carpenter, Moore, Alexander, & Doherty, 2013; Lysonski, 2014). (Özsomer, 2012) argued that 

although dissimilar, the global and Western cultures largely overlap due to the Western dominance 

in the world order, as well as in international and economic affairs. 

 

The emergence of global culture in studies related to acculturation has increased the 

attention given to the concept of acculturation of global culture (AGC). Western cultural 

acculturation (AWC) is the process by which non-Western societies adopt the culture in the fields 

of politics, economy, law, industry, technology, diet, clothing, lifestyle, language, alphabet, 

religion, philosophy, and values (Thong, 2012) 

 

In the current Millennial era, technological challenges are largely unavoidable. The spread 

of western culture has caused millennial society in particular, to imitate their lifestyle. This is 

presumably due to the easy access to information globally. 

 

In developing countries, consumers mostly prefer local brands   (McCANN, 2015) Besides, 

consumers can easily purchase international products due to a large choice of foreign brands along 

with domestic companies. This puts local manufacturers in developing countries under significant 

pressure to beat foreign brands effectively. Therefore, there is a great need for studies to show the 

advantages of using local goods. In other words, there is a need to examine factors that influence 

purchase choice between domestic and imported brands. 

 

Although several studies have examined the effect of ethnocentrism on consumer behavior 

in developing countries, the majority are still in the early stages (Makanyeza & Du Toit, 2017). 

Due to differences in economies and levels of technological development, values and attitudes 

towards consumption will also differ between developed and developing countries. Previous 

investigations on ethnocentrism and purchase behavior showed different results. Therefore, this 

study aims to examine the impact of western cultural acculturation and ethnocentrism on purchase 

intention. 
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Literature Review 
 

Acculturation to Western Culture (AWC) 

 

Acculturation To Western Culture (AWC) is a process by which consumers acquire the 

necessary knowledge, skills, and behaviors that are similar to Western culture. (Cleveland & 

Laroche, 2007) defined acculturation as the adoption of values, behaviors, attitudes, and belief 

systems from other cultures. Early studies on acculturation showed that people must live in 

societies dominated by other cultures to acculturate (Rudmin, 2008). However, subsequent studies 

have shown that indirect exposure to other cultures can also lead to acculturation (Craig, Douglas, 

& Bennett, 2009). One of the significant indirect sources of acculturation is social media and 

networks. Previous reports by (Kizgin, Jamal, Dey, & Rana, 2018; Kizgin, Jamal, & Richard, 

2018) identified social media as a vital means of cultural change as well as a driver of acculturation 

and consumption choices. According to (Das & Jebarajakirthy, 2020), some sources of exposure 

that encourage acculturation are trade, invasion, slavery, educational activities, and 

telecommunications. 

 

A study by (Kizgin, Jamal, & Richard, 2018) showed that acculturation of host culture has 

a positive impact on the consumption of their products. Similarly, (Ishak, Zahari, Talib, & 

Hanafiah, 2019; Romero, Laroche, Aurup, & Ferraz, 2018) examined the effect of acculturation 

on consumption behavior. The degree of acculturation tends to vary depending on the generation. 

 

Based on this theoretical foundation, when people are exposed to Western culture through 

the media and entertainment, or interact with Westerners through travel, they tend to learn their 

consumption styles and practices. 

 

Dimensions of Acculturation of Western Culture 

 

The AWC dimension was adopted from the acculturation dimension of consumers. 

According to (Das & Jebarajakirthy, 2020) AWC dimensions are as follows: 

 

 

Eurocentrism (EUC) 

 

One important dimension of the AWC trend is Eurocentrism. (Bhambra, 2007) defined 

Eurocentrism as the expressed or implied belief among people that historically significant events 

developed within the cultural-geographical sphere of Europe. In other words, Eurocentrism is a 

worldview that is centered and biased towards Western civilization (Hobson, 2012). People who 

believe in Eurocentrism highly value and believe that European culture is the best. Therefore, 

consumers with a high Eurocentric tendency will be more interested in interacting with Western 

culture directly or indirectly, and in the process, become more inclined to fashion luxury items 

originating from the West. 

 

Exposure to Western Media (EWM) 
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Exposure to content disseminated in mass media influences people to study other cultures. 

(Alden, Steenkamp, & Batra, 1999; Cross & Smits, 2005) showed that content disseminated in the 

Western mass media will influence consumers to learn about their culture and lifestyle. According 

to (Bandura, 2009), the more consumers are exposed to Western mass media, the more likely they 

are to acculturate to the culture. Exposure to mass media, such as television, influences people's 

buying and consumption decisions (Hargreaves & Tiggemann, 2003). 

 

English Language Use (ELU) 

 

This dimension shows the ability and willingness of the community to accept English as a 

medium of communication. In global perception, English is considered a symbol of modernism 

and internationalism (Alden et al., 1999). (Krishna & Ahluwalia, 2008) reported that in non-

Western countries, people communicate in English to convey their prestige and exclusivity. 

Furthermore, (Kizgin, Jamal, & Richard, 2018) demonstrated the impact of language on the 

acculturation of such cultures. They stated that the preference for using assimilated language in 

social media has a strong positive effect on acculturation. Therefore, the higher the willingness 

and ability of consumers to speak English, the greater the tendency to identify with Western culture 

and this can make them more interested in buying. 

 

Social Interaction with Western Culture (SWC) 

 

This dimension shows one's interest and willingness to interact socially with Westerners. 

In other words, it is related to showing friendly attitudes and actions towards Westerners. People 

interact with other cultures through business and leisure travel, migration, international studies, 

and government visits, which enable them to learn and facilitate acculturation (Ger & Belk, 1996). 

 

Exposure to marketing activities of Western MNCs  

 

This dimension shows the level of consumer exposure to various marketing activities 

carried out by Western MNCs, such as advertising, publicity, and events. (Peñaloza & Gilly, 1999) 

stated that multinational marketers play a role in shaping consumer acculturation because they 

convey cultural values to different countries through their marketing activities. The greater the 

exposure of consumers to the marketing activities of Western multinationals, the more likely they 

will become aware of their identity and culture. 

 

Openness to emulate Western Culture (OWC) 

 

Consumer Ethnocentrism 

 

Ethnocentric consumers believe that buying foreign-made goods not only causes their 

people to lose their jobs but also threatens the domestic economy. Therefore, they always consider 

the act of buying imported products unpatriotic or even immoral (Shimp & Sharma, 1987)  . They 

prioritize domestic over imported products in the consumer decision-making process (Siamagka 

& Balabanis, 2015). In addition, when comparing imports with domestic production, buyer 

behavior is more favorable than imports (Lee, Hong, & Lee, 2003). In other words, ethnocentrism 

is the tendency of people to believe that their culture or ethnic group is important. Ethnocentric 
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individuals believe that other groups must be evaluated primarily from the perspective of their own 

culture. 

 

From the consumer behavior perspective, it is recognized as “consumer ethnocentrism 

(CE)”. Therefore, CE refers to consumers' feelings that force them to buy products from their home 

country and reject foreign-made products (Shimp & Sharma, 1987). According to (Kaynak & 

Kara, 2002), noted CE aroused consumer interest in buying local products as well as those from 

countries that were considered to resemble their own cultural values. Consequently, highly 

ethnocentric individuals are intolerant of cultural differences and regard ethnic along with national 

symbolic values as a source of pride while often underestimating the values of others (Luque‐

Martínez, Ibáñez‐Zapata, & del Barrio‐García, 2000). (Shimp & Sharma, 1987) stated that highly 

ethnocentric consumers view buying foreign products as wrong because of the damage it does to 

the local economy, namely creating unemployment, clearly branding them as unpatriotic. 

 

Antecedents of Consumer Ethnocentrism 

 

There are four broad categories of antecedents to consumer ethnocentrism. 

 

Socio-Psychological Antecedents 

 

The negative relationship between cultural openness and CE according to (Howard, 1990; 

Shimp & Sharma, 1987) seems to rely heavily on the conventional wisdom that “cross-cultural 

interactions and travel opportunities can expand one's mind'. However, these studies failed to 

consider the other maxim that “familiarity breeds contempt.” It is rather simple to generalize that 

cross-cultural interaction and familiarity with other cultures will generally reduce ethnocentric 

tendencies and CE in particular. In general, group members who are "most associated with the new 

culture such as border dwellers, travelers and diplomats tend to be highly ethnocentric or 

nationalistic" (Rosenblatt, 1964). 

 

Antecedents of the Economic Environment 

 

A study conducted by (Shankarmahesh, 2006) revealed that different types of economic 

environments create various preferences for imported goods. There are two general types of 

economic environments, first, when a country is still developing and needs more support from its 

consumers to buy homemade products to boost the domestic economy. Second, when the local 

economy is strong enough to offer a variety of choices and can compete with imported products 

while increasing the quality of domestic goods and services. This is also consistent with previous 

studies by (Durvasula, Andrews, & Netemeyer, 1997). 

 

Antecedents of the Political Environment 

 

The political environment is the third 'antecedent of ethnocentrism' category. Considering 

events such as September 11, the United States used the opportunity as part of "government 

propaganda" to increase ethnocentrism. This is supported by various studies (Rosenblatt, 1964; 

Shankarmahesh, 2006). 
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Demographic Antecedent 

 

Studies show that age, gender, education and income can all influence the level of 

consumer ethnocentrism as an antecedent. Young, high-income, highly educated, upper social 

class, and men, in general, are less ethnocentric towards foreign products (Howard, 1990; 

Shankarmahesh, 2006) 

 

Purchase Intention 

 

In the end, all marketing activities lead to the same question of whether consumers will be 

interested in buying the product or not. A study conducted by (FIRDAUSI, 2002) proved that 

consumer attitudes positively influence intention and purchase decisions. (Schiffman & Kanuk, 

2007) introduced the concept of the adoption process, the five stages passed by a consumer to 

decide whether to buy or reject a product: (1) Awareness. At first, consumers are introduced to the 

innovation of a product. (2) Interests. Consumers care about a product and carry out a search 

process for more information. (3) Evaluation. This is the stage where consumers will decide 

whether they trust the product/service or not, especially to meet their expectations. (4) Trials. 

Consumers try a limited number of products. (5) Adoption or Rejection. When the consumers' 

expectations are met at the trial stage, then they will use the product in sufficient quantity or for a 

long time. 

 

According to (Nurmala, 2011), buying interest is the desire of a person to purchase a 

product or service. Two factors shape consumer buying interest (Kotler, 2005), first, is the attitude 

of others. Other people's attitudes towards a product whether negative or positive will reduce 

consumers' alternatives. The second is unanticipated factors which potentially change the 

customer's position in making a purchase. According to (Ferdinand, 2012) buying interest can be 

demonstrated in several indicators, including (1) Transactional interest. The tendency of someone 

to buy a product. (2) Referential interest which is a person's tendency to refer products to others. 

(3) Preferential interest that describes the behavior of someone who has a primary preference for 

the product. (4) Explorative interest or the behavior of a person who is constantly searching for 

information about the product that they are interested in to support the positive characteristics. 

 

Purchase intention is the tendency of consumers to buy a brand or take related actions. It 

is measured based on the likelihood level to make a purchase (Javad Taghipourian, Author, & 

Heidarzadeh Hanzaee, 2012). The consumer can be positive when the relative evaluation of price 

is high. When the price is perceived as reasonable, then consumers tend to have a greater purchase 

intention (Chiang & Jang, 2007; Kim, Kim, & Leong, 2005; Schuitema & de Groot, 2015). 

Furthermore, purchase intentions for apparel products often require a prior physical examination. 

A greater risk is associated with shopping online for apparel products, making it important to 

examine factors that reduce various risks influencing online purchase intentions (Isnarno, 

Soesanto, & Andriyansah, 2018; Mulatsih, Andriyansah, & Soesanto, 2017). 

 

Purchase intention represents the possibility that consumers will plan or be willing to 

purchase a certain product or service in the future. A high purchase intention means a greater 

possibility of purchasing. According to (Wu, Yeh, & Hsiao, 2011), interpersonal and branding 
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cues shape consumer purchase intentions (Jalilvand & Samiei, 2012). In addition, (Erdoǧmuş & 

Büdeyri-Turan, 2012) argued that buying interest refers to attitudes toward advertising messages. 

 

Conclusion 
 

This study was conducted to thoroughly examine the antecedents and consequences of 

AWC and CE. Academics can also draw broad directions from this integrative review. First, there 

is a dearth of studies in terms of measuring CE in acculturating western cultures. Modern 

development related to western culture is increasing rapidly due to the proliferation of broadband 

technology and the internet. This implies that there is a need to measure the effect of CE across 

generations. 

 

Second, further studies are needed on ethnocentrism in exploring the acculturation of 

western culture in various generations and the solution. Generally, CE can be institutionalized in 

the form of a “buy local” government purchasing policy. 

 

Third, more investigations are needed on how to address CE as well as to explore the 

effectiveness or drawbacks of these strategies. As new perspectives emerge for advancing 

international trade in goods and services, this article provides a timely overview and an integrative 

framework of existing reports on CE, its predecessors, and consequences. 
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Abstract 
This study examines key factors that paralyze the younger generation in the context 

of economic thinking when they are using digital accessories and Internet services. Likewise, 
this study has demonstrated the way forward concerning how to handle this issue. 
Furthermore, this research found that numerous countries depend on youth economic 
charities as the key player of economic development, particularly in the digital era. The data 
was collected through both qualitative and quantitative methods using statistical tools and 
in-depth interviews. In conclusion, the paralyzed digital economy can be removed through 
collective digital education and youth involvement in the digital economy, particularly in this 
technological and innovation era. 
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Youth unemployment is one of today’s big global challenges. The World Bank 
estimates we need 600 million new jobs in the next 10 years just to keep global employment 
rates constant and according to the International Labor Organization, 73.3 million of the 
world’s unemployed are young people and over 169 million young people earn less than 
US$2 per day. The problem is greater number of young people in rural communities migrate 
to urban areas which leave around the higher growth of rural poverty. Youth 
entrepreneurship offers innovative solutions for economic growth among young people. But 
youth enterprise initiatives are still relatively new to global development. 

 

Currently, youth uses Internet or digital and online services for non-economic gain 
such as terrorism, greetings, playing games, unnecessary discussions and other non-
economic benefits, hence the opportunity to develop digital economy remains paralyzed and 
muted. Most youths have not utilized the digital economy well. The digital economy refers to 
an economy that is based on digital computing technologies. The digital era, refers to a time 
in which there is widespread, ready and easy access to and the sharing and use of 
information that is electronically accessible, such as digitized forms of economic activities. 
The digital economy is included in markets based on digital technologies that enable the 
business of goods and services to occur through e-commerce. This is a global manifestation 
that has great access to resources and innovation (Saadah, Yasmine & Mubah, 2017). 
Recently the expansion of the digital zone has been a key driver of economic growth and 
development in general, and the shift towards a digital biosphere has an effect on society 
that extends far beyond the digital technology context alone, particularlyfor the youth 
groups (Hanieh, 2015). 

 

Digital economics enable the sharing of various goods and services among the 
different governments. Customers have started to play an important role in today’s economic 
environment. The sharing economy is a term for an emerging set of business models, 
platforms and exchanges (Alen & Berg, 2014). 

 

In this digital and globalized world, economic competition and innovation is higher 
compared to past centuries. Every nation needs to use this opportunity to enrich itself and 
to become an economic giant. In order to win this game and economic war, the government 
must handle and utilize the available youths. This is because 80% of youths have access to 
and the ability to use the digital Internet, hence it is easy for them to get involved in 
productions and service. There is a great need to protect the competitive structures that 
drive innovation and deter the exclusionary behaviour that prevents legitimate competition 
(Unold, 2003). 

 

The coverage of this study is worldwide because every county has a youth generation. 
Likewise, everywhere in the world have youths that use and apply digital technology in their 
daily life. Therefore, youths are the greatest victims of the paralyzed digital economy, 
particularly in this innovative era. In this study, the misuse of digital technology done by 
youths is a problem because it paralyses economic development and thinking ideas. The 
world needs youths to rethink and bring in new and fresh ideas through the use of the 
Internet and digital technology but youths need to change their use of said technology. 
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Currently most youths use digital technology for non-economic issues. The main objective of 
this study is to investigate the roles and contributions of youths on the development of the 
digital economy and also to confront the challenges which face the youths when using digital 
technology and its impact on the economy. This study is significant in awakening and 
reminding youths of their duty to their national and individual economic development. This 
research provides education to all youths about the positive utilization of Internet products 
and services for economic gain.  

 

According to (Zhan, 2017), many youths use online services. Many children are going 
online at younger ages, and digital technology can be confusing phenomenon to them. 
Unfortunately, they use it to look for many things at once such pornography videos even if 
they are under 18 years, hence they forget to search for economic opportunities. Digital 
technology paralyses their economic thinking. Many scholars believe and agree that youths 
are a very potential asset in economic development when used and directed well, 
particularly in the digital and innovation era. The generation of youths has a fresh and 
innovative mind in terms of economic competition and the development of digital 
technology (Sinha, 2005; Ray, 2019). 

 

According to (Hojeghan & Esfangareh, 2011), the digital economy is based on the 
electronic goods and services produced by an electronic business and traded through 
electronic commerce, or it is a business with electronic production and management 
processes that interacts with its partners and customers. It can also conduct its transactions 
through the Internet and Web technologies. This means that the youth generation is 
potential tools to be used to gain access to the market, services and products through the 
digital technology. This will increase economic development (Barefoot, Curtis, Jolliff, & 
Nicholson, Omohundro, 2018). 

 

In fact the younger generations today are more connected and in-formed than any of 
the previous generations. They are believed to have fresh ideas and to be innovative, quick, 
and eager for change, hence young entrepreneurs are quick to explore the available 
opportunities offered in a changing world, in particular in the rapidly changing digital 
economy landscape. Youths have a great influence and contribution in economic 
development, particularly when they use and utilize well their digital services through 
finding and searching the e-business market. 

 

 
Research Methodolgy  

 

This study has used both quantitative and qualitative methods in collecting the data. 
Secondary data has been collected from different sources such as reading different books, 
research journals, articles, publications and accessing Internet material. Hypotheses have 
been used to test the variables and to analyses the scope of the problem. Likewise, the study 
used descriptive research to report on the factors. Primary data refers to the data that were 
collected as fresh for the first time. For stance, H0 was; “Can youths contribute to the 
development of the digital economy?” if yes; “to what extent?” This hypothesis can be 
justified by the importance of training as explained in this study. H1 was;“Do youths have a 
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contribution to economic development?”. This hypothesis is answered by the role of youths 
in economic development. Both dependent and independent variables were used in the 
study. Therefore, the paralyzed digital economy describes the effects of economic 
development. 

 

Results  
 

Through having and living in a digitalized world or era, most youths have invested 
more in their personal and leisure life as well as personal enjoyment such as watching music, 
live chatting, watching music videos, engaging in unnecessary online discussions, playing 
games and sharing unethical information like terrorist issues. This is very dangerous in the 
development of the digital economy; hence the economy is paralyzed and paused. Currently 
every state or national depends on its youths to boost and enlarge its economy. Therefore, 
there is a great need to promote and provide digital education for sustainable development 
and economic prosperity. 

 
According to (Nations, Centre, & CR-, 2017), the number of youths in the world is high 

compared to other groups. This is not only the case in developed countries but also in 
developing countries as well. Asia and the Pacific has the largest number of young people in 
the world, as 717 million of the population is between 15 - 24 years old, corresponding to 
60% of the worlds’ youth. In India, nearly 50% of the population is below 25 years of age. 
The energy and transformational drive of this large unit of young people has the possibility 
to help rapidly drive development and the transformation of societies in the region. Quality 
education can enable the business climate for young people to start up, allowing them to 
finance and run their enterprises which will be the key to tapping this growth potential. 

 

Three analysis techniques have been used to examine this study. Descriptive 
statistics, scope and situation have been applied. Here the effects of the digital economy on 
youths and the role of youths on economic development have been demonstrated and 
analyzed. The situation shows that 80% of youths use digital technology while only 20% 
contribute and think about economic service and products. This shows how the youthful 
generation has been paralyzed by digital technology upon connecting with economic 
thinking. Through this, the analysis shows that there are many youths who can access and 
use digital economy but the statistics show that only 20% utilize it well. The remaining 
groups get involved in non-economic services like watching games and pornography. The 
world today is immersed in complex innovative competition. Therefore, the government 
needs to utilize the youth group through reminding and teaching them about the use and 
proper utilization of digital technology. 

 

It is estimated that 304 million people world-wide had Internet access by 2000, which 
is a nearly 80% increase from the previous estimation. In contrast, only 3 million people 
around the globe had similar access in 1994. Most of the growth occurred outside of the USA 
and Canada, which for the first time totaled less than half of those with online access. 
However, the number of American Web users still rose by 40 percent. In most other areas of 
the world, Internet access has at least doubled. Access in Africa showed a 136% increase, 
while Asia and the Pacific increased by 155%; Europe by 108%; the Middle East by 111% 
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percent and South America by 102% percent. The Internet is now the iconic technology of 
the youth age. The price of Internet services such as computers have reduced by 29% 
compared to 1998. This means that many people can buy a computer and other Internet 
accessories (Hojeghan & Esfangareh, 2011). 

 
The purpose of this event was to promote dialogue about the opportunities and 

challenges faced by young entrepreneurs in a rapidly changing economic environment, 
where advances in information and communication technologies are spurring new ventures 
in numerous sectors at an ever increasing speed (Nations Et Al., 2017 And Unctad, 2015). In 
this digital and globalized world, economic competition and innovation is higher compared 
to past centuries. Every nation needs to use this opportunity to enrich itself and to become 
an economic giant. In order to win this game and the economic war, the government must 
handle and utilize the available youths, simply because 80% of youths have access to and the 
ability to use digital Internet. Henceforth it is easy for them to get involved in productions 
and service. Therefore, the competition enforcement in digital markets is a controversial 
issue (Unold, 2003). 

 

In order to win the global digital economy competition, youths and other groups must 
cooperate and work together so then the economic development can be achieved. It is clear 
that the sharing of economy is creating enormous amounts of wealth, and that this has been 
using a socially progressive, feel good bombast to do so (Frenken & Schor, 2017). 

 

Benefits of Digital Economy on Economic Development  
 

In recent times, most decision making is conducted through digital technology given 
the stance on the use of BVR in sports and games. Likewise, most of the government’s plans 
and decision have been decided on and handled by the use of digital statistics data. All of 
these actions aim to deliver quality, efficient and quick service provision. 

 

According to Research (NIESR), it has been demonstrated that the digital economy is 
larger than conventional estimates show, with almost 270,000 actively digital companies in 
the UK, which is 14.4% of all companies as of August 2012 and 11% of all jobs. This compares 
with 167,000 companies, or 10% of all companies. 

 

Technology is going to revolutionize business and transform virtually all aspects of 
economic gains. Through the course of inquiry, we have received evidence about the various 
aspects of the digital economy, including the digital aspects of disruptive technology, an 
innovation that disrupts an existing market and the sharing economy, which is a model that 
relies on the sharing of goods, intellectual resources, labour, and property using a digital 
platform: and flourishing digital sectors. This includes financial services whose business 
model relies on software and an algorithm-based approach to assessing risk, such as the 
gaming industry (Martens, 2012). 

 

According to (Counselling, 2018), it is important to use regulations when operating 
the digital economy for its safe and proper usage. There is a risk that regulation always lags 
behind technology and it is seen as being in “catch-up” mode. It should not seek to inhibit 
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innovation or to protect business models that might be challenged by disruptive 
technologies or by digital business models. It would be comical to try to hold back the tide of 
technology. 

 

In this study, we have come to realize that the Government should keep and continue 
to support digital innovation in its youth in order to promote productivity and growth. A 
crucial aspect of this support is the need to properly measure the digital economy, in order 
to inform its digital strategy. The provision of core digital skills is supreme. The fast pace of 
innovation means that there will always be a skills gap, although a workforce with a clear 
grasp of the fundamentals will be best placed to respond to valid needs. The study recognizes 
the Government’s support of the digital economy. Likewise, we are excited by the potential 
of digital innovation to promote growth and we believe that the Government will continue 
to support the digital economy (Martens, 2012). 

 
Youth and Development 

 

Youths are the backbone of any national economic development. Every nation 
depends on its youths as an economic assert because all innovations and fresh minds come 
from the newest generation. Currently the world is immersed in a globalized and digital 
economy but the effective utilization on economic digital technology is low and slow. Instead, 
most youths forget and become paralyzed by digital technology related to economic 
development. Moreover, the world recognizes youths who are leaders in development. 
Young people are already spearheading the social entrepreneurial movement across the 
world. 

 

The risks of the digital economy when not used properly leading to a paralyzed digital 
economy the risk of digital technological to the people and government in general is very 
high. Digital technology causes addiction, in addition to the misuse of time, a lack of 
patriotism, the effect of globalization and the Internet effect on disease among others. On the 
other hand, the power of the Internet has awakened many governments to create regulations 
to deal with and protect people from the negatives of the digital economy, particularly in 
protecting government data and ethical or moral information. This rapid change has 
produced a counter-revolutionary response among many political and business interests. In 
numerous countries, leaders have called for the government to interrupt the free flow of data 
(the essence of the Internet) at the state borders and to create within political boundaries 
unique national regimes for regulating the Internet (Hanieh, 2015). 

 

 

The Way Forward in Removing the Paralyzed Digital Economy 
 

In this study, we have proposed some basic ways that can remove the paralyzed 
situation of the youths so then they can focus and get involved effectively in economic issues. 
The first vital aspect is the provision of education to all youths. Education is an essential 
aspect in creating awareness on digital use, particularly in this economic competitive and 
technological era. The youthful generation use digital and modern technology such as e-
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services, laptops, and phones in their daily life activities as well as when providing products 
and services, hence there is a great need to educate them on digital beneficiaries. 

 

The government should allow the free flow of information globally. Through allowing 
information to move freely and to be stored globally, it permits the capture of economies of 
scale and makes it possible to achieve the economic benefits associated with the Internet. 
Governments should not artificially or geographically restrict facilities and information 
storage. Artificially limiting the location of data geographically thus reduces the challenges 
of the Internet and undermines its stability. According to (Hanieh, 2015), governments 
should not require that facilities or information be located in a specific country or region. 

  
Emphasizing the use of personal social media definitely blogs, wikis, pod- casts and 

virtual environments does not of itself result in new approaches to education. Although 
digital technologies can be used to support constructivist educational approaches, they can 
also be used to support the traditional transmission of behaviorist methods. This has been 
observed in elementary, secondary and tertiary education repeatedly (OECD, 2012). 

 

Another method is the use of digitized information as a strategic economic resource. 
Its enormous potential in terms of economic growth has been highlighted by many experts, 
even though a general consensus is still missing, as will be discussed below in connection 
with productivity and economic development in general (Mansell, 2009; Weygand, 2008; 
Barefoot Et Al., 2018). 

 

Some service sectors are also considered to be the backbone of economic activity and 
this has a bearing on social development. In particular, infra- structure services 
encompassing transport, telecommunications, water, energy and financial services are of 
critical importance to economic development and they can thus contribute to addressing 
Africa’s physical infrastructure deficit, inclusive growth and the betterment of social welfare 
(UNCTAD, 2015). 

 

The provision and implementation of laws and acts in the digital economy are done 
in order to avoid risks and to influence youths to utilize the digital economy well. In this 
concept, there is the presence of digital skills training for adults. Section 114 is where the 
Government commits to providing publicly-funded basic digital skills training free of charge 
to adults in England who need it. The courses will be delivered by colleges and other adult 
education providers, and the training will be funded from the existing £1.5 billion Adult 
Education Budget (AEB) (ACT, 2017). 

 

Digital Economy and Development 
 

Digital economy has a great connection with development because the major motive 
behind the use of the digital economy is to boost economic development. Economic 
development needs a positive platform as well as improved competitiveness and 
employment creation across many sectors of the economy. Economic development is the 
constant increase in the income of all members of society so as to be free from material 
needs. One aspect of that challenge is to achieve development in an interdependent world, 
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which is a world in which goods, services, people, capital and knowledge flow relatively 
easily across national borders with a large net benefit provided to the involved economies 
(Department of Economics Development and Tourism, 2006). 

 

Likewise, economic development can be described in terms of objectives. This means 
that its distribution is normally described as related to the creation of jobs and wealth, and 
the improvement in quality of life. Economic development can also be described as a process 
that influences growth and the restructuring of an economy to enhance the economic well-
being of a community. The main goal of economic development is to improve the economic 
welfare of the people through efforts that involve job creation, job retention, and quality of 
life. Moreover, there is no single strategy, policy, or platform for achieving successful 
economic development (The International Economic Development Councils, N.D.). 

 

The digital economy, open economy, participation, creativeness, innovation, and 
modularity are all very essential in the on-going development. This is according to the NDE 
research. To them, the linkages between innovation and production are great (Timothy and 
Sturgeon, 2017). 

 

Furthermore, youths can be a positive force changer for economic development when 
given and provided with the knowledge and opportunities need to succeed. In addition, 
young people should acquire the education and skills needed to contribute in a productive 
economy. They need access to a job market that can absorb them into its labour force. Among 
the greatest challenges facing many countries today is inadequate human capital investment 
and high unemployment rates among its youths (United Nations Population Division, 2015). 

 

Ways to Strengthen Youth Entrepreneurship 
 

Get Families and Communities on Board  
 

To date, most youth programmes focus on entrepreneurs and the entrepreneurship 
ecosystem, but don’t take into account the role of the family and community. Family support 
to start and operate a business is one of the most influential factors in the ability of 
entrepreneurs to make headway, especially for rural youth. Finding ways to engage and gain 
support from families and communities is vital. 

 

 

Develop Business Technical and Life Skills for Use Beyond the Project 
 

Many young people, especially in developing economies, turn to entrepreneurship 
because of lacking job opportunities. But they might not always be in entrepreneurial roles. 
Development programmes that feature skills training that can be used beyond the end of the 
project are more attractive to youth, families and communities. 
 
Think Carefully About How to Support Young People to Access Finance  
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For young entrepreneurs, obtaining access to capital is essential to establish or 
expand businesses. Unfortunately, these young people typically have the least access to 
ready capital. Accessing finance varies from country to country – but also from community 
to community. As such, development programmes need to plan carefully how best to support 
young people to get the funds they need. This means thoroughly examining different 
financial models and developing products tailored to the needs of participating youth. 
 

Use Mentors and Set Clearly Defined Goals 
 

Mentors can help young people to examine their business plans and ideas. They 
connect them to larger networks, act as role models and demonstrate models of success. 
Literature and evaluation on youth entrepreneurship indicates that for mentorship to make 
a difference, mentors and youth entrepreneurs must have strong relationships based on 
clearly defined goals and obligations. 
 
Be Ready to Adapt Your Approach for Different Contexts  

 

Rural poverty has some universal characteristics, but the problems youth 
entrepreneurs face requires locally grounded solutions. Young people are more vulnerable 
to external changes (such as changes in climate, economic crisis, or political and social 
changes) and may have different needs and aspirations, depending on their local 
environment. Adaptability and adjustability can be the lifeline of programmes, as situations 
arise and evolve. 

 

Conclusion, Discussion and Managerial Implications  
 

The invention of digital technology has affected many youths around the world. Most 
youths use their time engaged in digital services for non- economic gain. Most of them use 
their time looking up and accessing movies, pornography, hate politics and spreading bad 
morals to other youths, leaving behind the economic services and products that can benefits 
them and the nation in general, such as looking at the market, services, products and 
innovations. This situation leaves the youths’ brains and mind paralyzed when it comes to 
thinking about economic development because they fail to share in the economy 
opportunities. 

 

Likewise, the current digital technology and innovation has globalized and influenced 
the world to enter into a state of economic competition and innovation whereby the 
currently rate is higher compared to other past centuries. Every nation needs to use this 
opportunity to enrich themselves and to become economic giant. In order to win this game 
and the economic war, the government must handle and utilize the available youths. This is 
because 80% of youths have access and the ability to use digital technology and the internet 
hence it is easy for them to get involved in production and services. There is a great need to 
protect the competitive structures that drive innovation. Furthermore, this problem can be 
removed through youth involvement, strong and friendly digital policies and education as 
well as the general participation on the digital economy platform, particularly in this 
technological, competitive and innovative era. The Government must enforce and effectively 



 

118 

use the youths available as a resource at any cost, particularly in this industrial revolution 
era.  
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Abstract 
 

Efficient corporate governance establishes a set of rules that enables firms to operate 
and achieve objectives that are in line with those of their stakeholders' interests. The 
objective of this research is to reveal the influence of efficient corporate governance 
mechanisms, measured through the existence of an efficient board of directors (BOD) and 
audit control, on the value of the listed Egyptian firms working in the real estate and 
construction industry. Based on a sample of 150 firm-year observations during 2016-2019, 
the study has found evidence that BOD independence and meeting consistency are the key 
factors that influence the firms’ market value in the real estate and construction industry. 
The importance of this research paper stems from its focus on corporate governance 
mechanisms in a developing market. The empirical results of this research are expected to 
be of interest to firm managers, investors, regulators, BOD members, auditors, and 
academics.  

 

Keywords: Corporate governance, BOD effectiveness, audit quality, Tobin’s Q, Egyptian Stock 
Exchange, Egypt.  

 

Introduction 
 

The objective of efficient corporate governance mechanisms is to design a set of rules 
that enables firms to achieve the objectives of stakeholders and align the interests of the CEO 
with that of shareholders. More attention was paid to corporate governance effectiveness 
after Enron’s scandal, which happened in 2001. Corporate Governance can be clearly defined 
in different ways, however, its particular effect on business variables requires further 
investigation. It is seen as a crucial element in the business world, all parties involved with 
the firm benefit from its functions; Good corporate governance is supposed to control the 
management performance and ensure the alignment of all stakeholders’ interests. 

 

This research empirically examines the influence of corporate governance, measured 
by BOD effectiveness and audit quality on the value of Egyptian listed firms working mainly 
in the construction and real estate sector. Previous studies have discussed the emerging 
market and more developing countries in different sectors, and the results supported our 
curiosity to understand what the most likely outcome in the Egyptian construction and real 
estate sector would be.   

 

This research investigates the influence of corporate governance, measured by board 
effectiveness and audit quality on the value of Egyptian firms working in the real estate and 
construction industry. Accordingly, the research questions are as follows: What is the 
influence of the board of directors’ characteristics and audit quality on the market value of 
Egyptian listed firms working in the real estate and construction sector? 

 

Our study results will be useful to different stakeholders in the real estate and 
construction industry, such as managers, CEOs, CFOs, investors, BODs, and audit committees. 
Our research will help in reducing the research gap in corporate governance in general and 
in emerging markets in particular, by adding empirical evidence into how corporate 
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governance effectiveness will be viewed positively by investors in the industry of real estate 
and construction in Egypt. In addition, the results of this paper will help firms’ stakeholders 
to understand the changes in their market values, relating to corporate governance 
effectiveness.  

 
Literature Review  

 

Real Estate and Construction Industry in Egypt 
 

Egyptian capital market and namely the construction and real estate sector is still in 
the developing stage and need to be explored and studied. For specialists, construction and 
real estate are two of the most promising sectors in the country. According to the Egyptian 
stock market website (2021), The real estate and construction sectors’ market capitalization 
accounts for 11.34% and 1.82%, respectively, of the total market capitalization. The strength 
of both sectors is encouraging investment in this market.  

 

Corporate Governance 
 

Previously, the concept of corporate governance included only fiscal responsibilities 
and some measures having the role to ensure that all performance measures are kept in 
check. Nowadays, the concept is broader including social, and environmental responsibilities 
(Anand, 2007). According to Ammann et al. (2011), and El-Chaarani et al. (2022), good 
corporate governance with rigorous practices positively affects the market value.  

 

Agency theory contended that the agency problem could appear between 
shareholders (principal) and managers (agent) in case of separation between control and 
shareholder’s ownership (Jensen and Meckling, 1976). For the agency theory, owners could 
use corporate governance tools like a board of directors, internal committees, performance-
based compensation, and ownership concentration to align the interest of shareholders with 
that of managers. In this paper, the main objective is to focus mainly on the board of 
directors’ characteristics since it is considered by academics and professionals as a key 
success tool to enhance the performance of firms.     

 

Corporate Governance Mechanisms  
 

For Varghese & Sasidharan (2020) and Murtaza et al. (2020), the board of directors 
is one of the key tools used by owners to monitor the efficiency and performance of firms. 
For El-Chaarani and Abraham (2022) and El-Chaarani and El-Abiad (2022), the performance 
of the board of directors could be measured by its size, independence, activity, and the 
presence of an efficient audit committee.    

 

Board size 
 

In essence, board size varies among countries and sectors; however, in most studies 
correlation between board size and financial performance exists. The finding which 
contradicts the usual literature is that board size is positively correlated with the 
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Performance of Turkish firms (Ciftci et al., 2019), and the United Kingdom (Kyere & Ausloos, 
2020). This output comes in line with resource-based theory and indicates that the existence 
of a larger board size acted as a tool against the managers who attempt to extract private 
benefits.   

 

Mak & Kusnadi's (2005) research, provided an opposite relationship between board 
size and firm value. Different studies reinforced the previously mentioned results in the USA, 
Ghana, Oman, and Pakistan, an increase in the number of board members rises agency costs 
due to the high level of compensation that should be paid for board members (Eisenberg et 
al., 1998; Asante-Darko et al., 2018; Murta-za et al., 2020; Ahmed et al., 2020). After looking 
through the prior literature, the second research hypothesis may be developed as follows: 

 

H1: Egyptian real estate and construction firms with larger board sizes, have lower 
market value. 

 

Board of directors’ independence  
 

The presence of independent members on the board is key to successfully running 
the company (Anand, 2007). This comes along with the recommendations of the Egyptian 
laws and standards of governance system that highlight the benefits of non-executive 
directors’ inclusion on the board. 

 

In Egypt, Anis et al. (2017) found that board independence has a positive impact on 
the firm’s performance. This is congruent with the hypotheses of agency theory. However, 
Murtaza et al. (2020) stated that several independent board members increase the 
performance of the firm tends to decline and show no influence over market share. Based on 
the discussion above, the first research hypothesis can be defined as follows: 

 

H2: Egyptian real estate and construction firms with a large number of independent 
board members have higher market value. 

 

Board Activity 
 

Board activity has not been discussed extensively in previous research though, and 
thus we believe it would be advantageous to our research to investigate it in depth. In prior 
literature, board meetings were mainly described as a reactor to financial distress and poor 
financial performance rather than being a good corporate governance monitor. 

 

Brick & Chidambaran (2010) concluded that the firm value was positively correlated 
with board meetings because an increase in board activity allows the firm to better evaluate 
decisions and solve conflicts, hence raising firm value. This supported our third research 
hypothesis development to be as follows: 

 

H3: Egyptian real estate and construction firms with a higher number of board 
meetings, have higher market value. 
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Audit Quality 
 

The scarcity of information in the Egyptian market grants the big auditing firms the 
opportunity to audit lots of firms (Afify, 2009, p. 57). Fooladi & Shukor (2012) indicated a 
positive impact of efficient audit activities on Tobin’s Q. 

 

Afza & Sajid Nazir (2014) showed that the quality of external audits positively 
impacts a firm’s market value namely, Tobin’s Q. The implicit consensus that a company’s 
reputation is significantly enhanced by big four auditors, suggests the importance of 
including such variables in our research. The literature complemented our fourth research 
hypothesis to be as follows:  

 

H4: Egyptian real estate and construction firms with higher audit quality, have a 
higher market value 

 

Research Methodology  
 
We manually collected data on corporate governance practices for all financial 

institutions listed on the Egyptian stock exchange from 2016 to 2019. Our principal sources 
are firm annual reports and corporate governance reports. Financial data was extracted from 
the companies’ annual financial statements. The final sample size is 150 observations after 
filtering out the missing data.  

 

As shown in Figure (1), this research includes one dependent variable, which is the 
firm value of Egyptian and it is measured by using TOBIN’s Q defined by the total market 
value of the firm/ book value of an asset (Anis et al, 2017). On the other hand, four 
independent variables are employed in this paper namely the board independence (IND), 
calculated by using the number of independent members on the board, board size (SIZE) 
defined by the total number of members on the board, board Meetings (MEET) measured by 
the number of meetings held by the company’s board each year, and audit quality 
(AUDIT_QLTY) measured by the audit firm size, a dummy variable that takes the value (1) if 
the auditor of the firm is one of the big 4 audit firms or the Accountability State Authority, 
(0) otherwise. Additionally, we used 4 control variables: Firm size (FIRM_SIZE.) calculated 
by the natural logarithm of the total assets of the firm, and firm age (FIRM_AGE) defined by 
the logarithm of the number of years since the firm’s establishment, leverage (LEVERAGE), 
defined by the total debts/total shareholders’ equity, and firm profit (FIRM_PROFIT) 
measured by ROE = Net income/ total shareholders’ equity. 

 
To test the research hypotheses, we developed the following models: 
 

The main model: 
 

TOBIN’s Qit = 0 + 1 SIZEit + 2 INDit + 3 MEETit + 4 AUDIT_QLTYit +  
 

The extended model: 
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Figure #1 
Research Model 

 
 

Descriptive Statistics  
 

Tobin’s Q was the variable used to measure a firm’s performance. Table (1) indicates 
that the mean of Tobin’s Q was marginally greater than 1 suggesting that the capitalization 
of firms working in real estate and construction in EGX exceeds their book value. Some 
companies in real estate and construction were valued by the market at 2.37 of their book 
value other companies in the same sector showed that their market valuations are 0.21 of 
their book value.  

 
Table (1) indicates the average board size of Egyptian companies in real estate and 

construction is 8 members. Some firms reported a board size of 13 members, while some 
had a very small board size that did not exceed 2 members. The average number of 
independent members on boards of directors is 6 members, which equals 75% of the average 
board size (8 members). The results show that some firms recorded only 1 member as an 
independent member, while others recorded 11 members. It can then be discerned that the 
independent members dominate the listed firms in EGX. Furthermore, the average number 
of meetings held amounts to 8 meetings per year. Some companies held upwards of 23 
meetings while some held as little as 2 meetings. The audit quality variable is measured in 
this research through a binary variable that equals 1 if the company is audited by one of the 
big 4 auditors (Deloitte & Touche, KPMG, Ernst & Young, and Pricewaterhouse) and 0, 
otherwise. The average value of this variable is 0.38 indicating that only a few numbers of 
firms working in the real estate and construction sector are audited by one of the big 4.  

 

The firms selected for the research differed in terms of size which is measured by the 
natural logarithm of total assets (Afza & Sajid Nazir, 2014). The average size of Egyptian 
companies working in the real estate and construction sector is 20.54. The minimum size of 
our sample is 16.41 and the maximum size is 25.29. The average firm age is 3.36 and it is 
ranged from 1.10 to 4.73. The average leverage is 1.17 and it is ranged from 0.02 to 4.55. The 
average ROE of Egyptian listed firms in construction and real estate is 0.0576. Some 
companies had a negative return on equity (-0.55) while some others recorded a high level 
of profitability (0.47). 
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Table # 1 
Descriptive Statistics 
 

 
Table # 2 shows the values of relationships between all the research variables. The 

correlation matrix shows that the number of BOD meetings, firm age, leverage, and firm 
profit are all positively correlated with Tobin’s Q. Additionally, the number of BOD meetings 
is positively correlated with firm size which suggests that larger firms tend to hold more 
meetings. The results do not show any significant correlation between the other variables.  
  

 
TOBIN’

s Q 
SIZE IND MEET 

AUDIT_Q

LTY 
FIRM_SIZE FIRM_AGE 

LEVER

AGE 
FIRM_PROFIT 

Mean 1.0085 
7.986

7 

6.013

3 
7.9600 0.3867 20.5482 3.3391 1.1743 0.0573 

Median 0.9538 
8.000

0 

6.000

0 
7.0000 0.0000 20.4997 3.3673 1.1126 0.0576 

Std. 

Deviation 
0.33675 

2.319

99 

2.110

97 
4.19952 0.48862 1.93385 0.69700 1.01152 0.14948 

Minimum 0.21 2.00 1.00 2.00 0.00 16.41 1.10 0.02 -0.55 

Maximum 2.37 13.00 11.00 23.00 1.00 25.29 4.73 4.55 0.47 

N 150 150 150 150 150 150 150 150 150 
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Table # 2  
Bivariate Correlations 

 
             

 
TOBIN’s Q SIZE IND MEET AUDIT_

QLTY 

FIRM_SIZ

E 

FIRM_A

GE 

LEVERAG

E 

FIRM_P

ROFIT 

TOBIN’
s Q 

Pearson-Cor. 1         

Sig. (2/tailed)          

Number 150         

SIZE 

Pearson-Cor. 0.001 1        

Sig. (2/tailed) 0.987         

Number 150 150        

IND 

Pearson-Cor. 0.099 0.885 1       

Sig. (2/tailed) 0.227 0.000        

Number 150 150 150       

MEET 

Pearson-Cor. 0.263 -0.027 0.055 1      

Sig. (2/tailed) 0.001 0.744 0.507       

Number 150 150 150 150      

AUDIT
_QLTY 

Pearson-Cor. 0.081 0.295 0.184 0.286 1     

Sig. (2/tailed) 0.323 0.000 0.024 0.000      

Number 150 150 150 150 150     
FIRM_

SIZE 

Pearson-Cor. 0.003 0.554 0.498 0.238 0.443 1    

Sig. (2/tailed) 0.973 0.000 0.000 0.003 0.000     

Number 150 150 150 150 150 150    

FIRM_
AGE 

Pearson-Cor. 0.178 0.210 .265 0.205 0.148 0.078 1   

Sig. (2/tailed) 0.029 0.010 .001 0.012 0.071 0.340    

Number 150 150 150 150 150 150 150   

LEVER
AGE 

Pearson-Cor. 0.159 0.087 0.054 0.304 0.266 0.542 0.127 1  

Sig. (2/tailed) 0.053 0.289 0.513 0.000 0.001 0.000 0.122   

Number 150 150 150 150 150 150 150 150  
FIRM_

PROFI

T 

Pearson-Cor. 0.168 -0.180 -0.095 0.355 -0.012 0.055 0.181 0.118 1 

Sig. (2/tailed) 0.039 0.027 0.248 0.000 0.885 0.505 0.027 0.152  

Number 150 150 150 150 150 150 150 150 150 

 

 

 

Regression Results 
 

Table # 3 presents the results of the regression models. According to the regression 
results of the main model, board size (SIZE) is negatively and significantly affecting firm 
value, measured by Tobin’s Q ratio at a 10% significance level. This output is in line with the 
research of Mak & Kusnadi (2005) who revealed a negative influence of large board size on 
the performance of firms in Singapore and Malaysia. Several other studies in the USA, Ghana, 
Oman, and Pakistan provided the same conclusion and revealed a negative influence of a 
larger board of director’s size on the financial performance of non-financial institutions 
(Eisenberg et al., 1998; Asante-Darko et al., 2018b; Murtaza et al., 2020; Ahmed et al., 2020). 
The mentioned results in our study are also consistent with the agency theory principles, 
and thus, contribute to supporting the first hypothesis in which Egyptian real estate and 
construction firms with larger board sizes, have lower market value. 

As we have anticipated in hypotheses 2 and 3, the level of board independence (IND) 
and the number of meetings (MEET) have a significantly positive impact on the value of firms 
denominated by Tobin’s Q ratio at a 5% significance level. Anis et al. (2017) ‘s study in Egypt 
revealed the same results. They showed that board independence (IND) has a positive 
impact on the Egyptian firm’s value. However, the results of this research do not reveal any 
impact on audit quality or the performance of Egyptian firms measured by the ratio of 
Tobin’s Q.  
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We extended the model of this research by including several control variables to 
enhance the adjusted R square. We managed to maintain a conservative level of 
multicollinearity (as all VIF values are less than 10). The results remained the same in terms 
of board independence (IND), board meetings (MEET), and audit quality (AUDIT_QLTY). 
However, in board size (SIZE) the relationship remained negative yet with no significant 
impact. Also, the board of directors’ meetings variable (MEET) still has a positive impact on 
firm value but at 1% significance, which confirmed the significant impact of board meetings 
on the investors’ perception of the firm’s value. As for the control variables, the size of real 
estate and construction firms has a significant negative impact on Tobin’s Q, which comes in 
line with several studies that stated that the increase in asset size does not generally add 
value to the company (Batten & Vo., 2019). Although firm age and firm profit have no serious 
impact on the firm value, leverage value does have a significant and positive impact on 
Tobin’s Q ratio, which is in line with some researchers who revealed a positive impact of 
leverage on a firm’s value (EL-Chaarani et al. 2022).  

 
 
 

Table # 3 
Regression Results 

Regression Results: Impact of Audit Quality and BOD characteristics on performance 

Main Model Extended Model 

 Unstandardized 

Beta 

Coefficient 

(t.-value) 

p.-

value 

VIF Unstandardized 

Beta 

Coefficient 

(t.-value) 

p.-value VIF 

Constant 0.892 7.788 0.000  1.538 3.801 0.000  

SIZE -0.052 -1.941 0.054* 5.426 -0.037 -1.334 0.184 5.908 

IND 0.063 2.221 0.028** 5.053 0.066 2.297 0.023** 5.294 

MEET 0.017 2.549 0.012** 1.171 0.013 1.812 0.072* 1.410 

AUDIT 

QUALITY 

0.036 0.581 0.562 1.284 0.059 0.923 0.358 1.429 

FIRM_SIZE  -0.046 -2.100 0.038** 2.598 

FIRM_AGE  0.026 0.628 0.531 1.218 

LEVERAGE  0.070 2.097 0.038** 1.671 

FIRM_PROFIT  0.188 0.958 0.340 1.255 

R2 0.100 0.148 

Adj.R2 0.075 0.099 

Std. error 0.66412 0.31957 

F-value 4.027 3.056 

Sig. F 0.004 0.003 

N 150 150 

 

Robustness Check 
 

To test the level of robustness, we employed different sensitivity analyses. First, we 
used an alternative measure for board size and independence level. Board size is measured 
using the percentage of independency calculated by considering the total number of 
independent members divided by the total number of board members, while board size is 
measured using the natural logarithm of the total number of board members. Using these 
alternative variables, we found the same results that we have revealed in the main analysis, 
where board independence and meetings are positively and significantly correlated with a 
firm’s market performance (at a 10% significance level). In addition, we found that board 
size is positively associated with real estate and construction firms’ value (at a 10% 
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significance level). Also, we employed an alternative measure for Tobin’s Q calculated by the 
total market value and divided by the book value of equity. Based on this alternative measure 
of Tobin’s Q, we revealed the same results that support evidence that board independence 
and meetings are positively associated with a firm’s market value.  

 

 

Conclusion, Discussion and Managerial Implications 
 

The objective of this study is to examine the influence of corporate governance 
characteristics, measured by board effectiveness and audit quality, on the market value of 
listed Egyptian firms working in the real estate and construction industry. Based on a sample 
of 150 observations from 2016 to 2019, we found empirical evidence that board 
independence and meetings have a positive influence on the firm’s market value. Based on 
these findings, we recommend that regulatory bodies in Egypt pay attention to board size 
and take into consideration that increasing board size might have a negative influence on the 
investors’ perception and the firm’s value. Also, we recommend future research to replicate 
our study on other emerging countries and other sectors. It would be of great value if future 
research investigates the influence of other corporate governance measures and tools, such 
as compensation policy, duality, and ownership concentration.    
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Abstract 
 

Accounting information holds paramount importance to investors as they rely on it 
to take rational investment decisions given their scarce economic resources. Similarly, banks 
play an indispensable role in every economy; however, they are subject to strict regulations 
and severe supervision. The objective of this research is to investigate the value relevance of 
accounting information in the form of net income, the book value of equity, cash flows from 
operations, and the size of commercial banks listed on the Egyptian Stock Exchange (EGX). 
Based on a sample of 43 firm-year observations during 2016-2019, the results show that 
banks’ profitability and size are the most important determinants of their market value. The 
contribution of this study lies in its focus and application on commercial banks in an 
emerging and developing market; namely, Egypt. The results of this research will be of 
interest to commercial banks’ managers, investors, regulators, and academics interested in 
the field of banking services and value. 

 

Keywords: Value relevance, accounting information, market value, commercial banks, 
Egyptian Stock Exchange, Egypt. 

 
 

Introduction 
 
Financial reports help shareholders and other stakeholders in their decision-making 

process by offering them a set of information about a specific entity (IASB, 2018). Such 
reports also allow investors to choose between alternative uses of limited resources by 
providing relevant and faithful information (Brimble & Hodgson, 2007). From the investor's 
and manager’s point of view, information is significant if it enhances the decision-making 
process and minimizes the risk level (Beaver, 1968). Accordingly, the usefulness of a 
financial report is determined by its capacity to help investors in making decisions (Ball & 
Brown, 1968).  

 

Thus, the value relevance of accounting information (VRAI) is reflected through the 
qualitative characteristics of a financial report and accounting data presented by firms and 
financial institutions (Francis & Schipper, 1999; Barth et al., 2001; Hellstrom, 2006; Shaker 
and El-Chaarani, 2018). 

 

This research aims to study and test the VRAI, measured by the profitability level, 
book value of equity, liquidity, and the size of Egyptian commercial banks listed on the stock 
exchange (EGS) during a period of 3 years (from 2016 to 2019).  

mailto:m.itani@ajman.ac.ae
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The results of this research will contribute to the literature related to VRAI in 
Egyptian commercial banks and will help banks’ investors, managers, regulators, and 
standards-setters in Egypt and other developing countries in their different insights. 

 

The research is presented as follows: the first section introduces the literature review 
of VRAI, whereas the second section defines the methodology and research design. The third 
section shows the results, and finally, the last section concludes the study.  

 

Literature Review 
 

The Banking Sector in Egypt and its Institutional Setting 
 

In today's diverse global economy, the banking sector is considered one of the major 
industries in almost all developed and developing countries, as it plays a critical function in 
the economic development process and serves as a mediator of funds between savers and 
borrowers (Ahluwalia, 2002). In Egypt, the Central Bank of Egypt (CBE hereafter) has always 
been instrumental in organizing and controlling the banking sector. It has been acclaimed as 
the “Bank of the Banks” since it sets financial acts and laws to safeguard the interests of 
depositors and other stakeholders.  

 

CBE acts against banks if they are not in conformity with monetary, credit, and 
banking policies to ensure the safety of the financial system and the effectiveness of the 
banking sector. 

 

Despite the role of CBE, the corporate governance system in the Egyptian banking 
sector is still considered weak (Bremer & Ellias, 2007) and thus, such weakening has led to 
the deteriorating state of the accounting system (Bremer & Ellias, 2007, Moore, 1995, Farag, 
2009).  
 

Value relevance of accounting information 
 

The origin of VRAI studies could be traced back to the research of Ball and Brown 
(1968) who found a strong connection between earnings declarations and abnormal income 
in the months before the announcements. Their results were extended by Beaver (1968) 
who tested the effect of earnings announcements on the trading volume of stocks. The 
authors found that the volume of traded stocks significantly increased in the same week of 
earnings declarations. In addition, Beaver (1968) also found that the magnitude of change in 
stock prices in the week where an earnings announcement is made is higher in comparison 
with other weeks where no trading announcements were made.  

 

The concept of value relevance has been studied thoroughly by many researchers in 
the field of accounting because it is considered a key success factor for both investors and 
managers. Not only does this concept focus on how accounting information is used in the 
evaluation, but it also examines whether accounting information can explain the volatility of 
stock prices with time or not. Holthausen & Watts (2001) stated that value relevance 
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represents the empirical relationship between stock prices and accounting information. 
Thus, accounting information (such as firm profitability and liquidity) is relevant if it 
predicts a significant association with stock values (Barth et al., 2001; Easton, 1985; 
Charitou, et al. 2000). 

 
Value relevance of accounting information of the Banking Sector in Egypt 

 

It is clear from the previous two sections that banks play a pivotal function in the 
economy, and that accounting information is a key input in the decision process. The 
accounting information might measure the firm profitability, liquidity, size…etc. Prior 
literature has found inconclusive evidence concerning the value relevance of different 
accounting variables in several developed and developing countries. However, in the field of 
banking and the financial sector, there is limited research that investigates the effectiveness 
of accounting information and to what extent it is important from the investor’s point of 
view. 

 

In Tunisia, Ben & Nachi (2007) examined the influence of accounting reforms during 
1997 on the VRAI on the Tunisian Stock Exchange (TSE). The authors investigated whether 
the stock's evaluation of book values and earnings could improve the investors' decisions. 
The authors showed in their study that earnings, book values, and cash flows are significantly 
and positively related to share prices. 

 
For instance, Anandarajan & Hasan (2010) investigated the VRAI presented by 29 

banks in the MENA region (9 banks were in Egypt with 83 observations) using quarterly 
observations. The authors examined the effect of a bank’s profits and equity on its market 
value. They found strong evidence that both variables have a positive influence on the 
market value of banks.  

 

In the same context of the USA market, Burke & Wieland (2017) investigated the VRAI 
in the banking sector. Based on a sample of 4896 observations from 2004 to 2014, the 
authors found evidence that cash flows and book value are correlated with the market value 
of the banking sector. The authors also revealed that when banks make profits, cash flows 
from activities are more valuable than when they are at a loss. 

 

According to Agbodjo et al. (2020), who examined the VRAI of 201 listed banks in 14 
countries from 2010 to 2018, the bank’s size and profitability were proven to positively and 
significantly affect the bank’s share price. 

 

Concerning the value relevance and importance of a bank’s profitability in the 
investor’s decision-making, prior studies investigated the impact of net income, using 
different measures (such as ROE, ROA, and EPS). Although these studies were conducted in 
different developing and developed countries, which are different in several contextual 
aspects, most of them agreed on the usefulness and value relevance of a bank’s profitability, 
whether measured by EPS (Anandarajan & Hasan, 2010) or ROA (Agbodjo et al., 2020). 
Consistent with prior research findings, it is evident that net income is an important 
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indicator of the banks’ performance and is crucial for investors when they make their 
investment decisions.  

 

Accordingly, the first research hypothesis (H1) will be formulated as follows: 
 

H1. Banks’ profitability positively correlated to banks’ market values in Egypt 
 

Also, the book value of equity is an indicator of the bank's valuation, and it represents 
the total value of the bank's assets that shareholders would receive if the bank were to leave 
the industry. Prior studies tested the value relevance of assets book value in different 
developing and developed countries. Anandarajan & Hasan (2010) found evidence that the 
book value of equity is relevant for investors. Burke & Wieland (2017) also concluded that 
the bank’s share price is positively and significantly correlated to the bank’s equity. Based 
on prior research findings, it is expected that investors in Egypt will include information 
related to book value in their decision-making model.  

 

Accordingly, the second research hypothesis (H2) will be formulated as follows: 
 

H2. Banks’ book value of equity is positively correlated to banks’ market values in 
Egypt. 

 

As for the value relevance of the bank’s cash flows, studies focusing on this issue are 
scarce. To our knowledge, only one study investigated the effect of bank cash flows on its 
share price. Burke & Wieland (2017) found that cash flows have a positive influence on a 
bank’s share price. Thus, it is expected that Egyptian investors will consider the value of 
banks’ cash flows when they make their investment decisions.  

 

Accordingly, the third research hypothesis (H3) will be formulated as follows: 
 

H3. Banks’ liquidity is positively correlated to banks’ market values in Egypt. 
 

Concerning the value relevance of a bank’s size, Agbodjo et al. (2020) found in their 
study a positive correlation between the bank’s size and its market value. It is expected that 
investors in Egypt will consider the size of the bank in their investment decision, as the size 
of the bank, measured by its total assets, will give the investor a complete overview and will 
allow them to better evaluate the bank’s value, focusing on its liabilities and equity.  

 

Accordingly, the fourth research hypothesis (H4) will be formulated as follows: 
 

H4. Banks’ size is positively correlated to banks’ market values in Egypt. 
 

Research Methodology  
 

The data are extracted from listed banks on the Egyptian stock exchange (EGX) from 
2016 to 2019. Our principal sources of VRAI are banks' annual reports. Financial data was 
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extracted from the companies’ annual financial statements. The final sample size is 43 
observations after filtering out missing data.  

 

As shown in Figure #1, this research includes one dependent variable, which is the 
bank’s value measured by the equity price of the bank after 3 months from publishing the 
financial statements and the audit report multiplied by the number of outstanding shares. 
On the other hand, there are also four independent variables as follows: bank profitability 
(NI) measured by the net income of the bank (i) during the year (t), the book value of equity 
(BV) measured by the book value of the bank’s equity (i) at the end of the year (t), bank 
liquidity measured by the cash flows of the bank (i) during the year (t) (CFO), and finally, the 
bank size measured by the natural logarithm of the assets of the bank (i) at the end of the 
year (t) (SIZE). 

 

To test the research hypotheses, we developed the following models: 
 

The main model: 
MVi,t=a0+a1NIi,t+a2BVi,t+ei,t 
The extended model: 
MVit=a0+a1NIit+a2BVit+a3CFOit+a4SIZEit +eit 
 

 
Figure (1) 
Research Model 

 

Results 
 

Descriptive Statistics  
 

The results presented in Table 1 show that the average MV of the observation was 
12,4 billion EGP, with a minimum of 0.84 billion EGP, and a maximum of 91,9 billion EGP. 
The standard deviation of the MV was 23,5 billion EGP. The average NI of the observation 
was 2,3 billion EGP, with a minimum of 180,5 billion EGP, and a maximum of 11,8 billion 
EGP. The standard deviation of NI was 2,8 billion EGP. 
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The average BV of the observation was 8,9 billion EGP, with a minimum of 1,7 billion 
EGP, and a maximum of 51,7 billion EGP. The standard deviation of the BV was 
10,683,314,389 EGP. The average CFO of the observation was 4,8 billion EGP, with a 
minimum of -5,0 billion EGP, and a maximum of 42,3 billion EGP. The standard deviation of 
the CFO was 8,8 billion EGP. The average SIZE of the observation was 95,3 billion EGP, with 
a minimum of 24,3 billion EGP, and a Maximum of 386,6 billion EGP. The standard deviation 
of SIZE was 93,1 billion EGP. 

 
Table # 1 
Descriptive Statistics 

  MV NI BV CFO SIZE 
Mean 12,422,307,808 2,324,602,364 8,913,372,067 4,847,516,943 95,317,031,654 
Std. Deviation 23,542,668,233 2,763,961,413 10,683,314,389 8,835,749,588 93,164,862,676 
Minimum 840,000,000 180,500,363 1,737,030,000 -5,008,861,813 24,359,766,211 
Maximum 91,938,843,500 11,803,555,000 51,799,842,000 42,313,578,000 386,696,658,000 
N 43 43 43 43 43 

 

Table # 2 shows the Pearson bivariate relationships between the research variables. 
The correlation matrix shows that the bank’s profitability, the book value of equity, liquidity, 
and size are positively correlated with the bank’s value. Additionally, there is a positive and 
significant correlation between every independent variable and the other.  

 
Table # 2 
 Bivariate Correlations 

  MV NI BV CFO SIZE 
MV  Pearson Cor. 1     

Sig. (2/tailed)      

N. 43     

NI  Pearson Cor. 0.855** 1    

Sig. (2/tailed) 0.000     

N. 43 43    

BV  Pearson Cor. 0.774** 0.974** 1     
Sig. (2/tailed) 0.000 0.000       
N. 43 43 43     

CFO  Pearson Cor. 0.668** 0.506** .453** 1   
Sig. (2/tailed) 0.000 0.001 0.002     
N. 43 43 43 43   

SIZE Pearson Cor. 0.873** 0.974** 0.947** 0.583** 1 
Sig. (2/tailed) 0.000 0.000 0.000 0.000   
N. 43 43 43 43 43 

 

Regression Results 
 

Table (3) shows the regression results of the main and extended models. After 
running the regression models using the total monetary values of the research variables, we 
found a multicollinearity problem that may affect the interpretation of our research results 
(VIF>10). Accordingly, we relied on alternative measures to measure and analyze the 
research variables. The market value of the bank is measured by its share price (SP), and the 
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same goes for the bank’s liquidity, which is measured by the CFO per share (CFO), and the 
bank’s profitability is measured using the return on equity (ROE). 

 

As shown in table (3), and consistent with the results of Enofe et al. (2014), a bank’s 
profitability, measured by ROE is proven to have a significant and positive impact on the 
share price of the bank (t-value = 4.340, p-value = 0.000) and has explanatory power in 
explaining the bank’s share price. Accordingly, the first research hypothesis (H1), which 
expects that Banks’ profitability is positively correlated with banks’ market values in Egypt is 
supported.  

 

Additionally, the bank’s book value of equity per share (BVS) has no significant impact 
on the bank’s share price (t-value = -0.345, p-value = 0.732). Accordingly, the second 
research hypothesis (H2), which expects that Banks’ book value of equity is positively 
correlated with banks’ market values in Egypt is not supported. 

 

Bank’s liquidity, measured by CFS is not having a significant impact on the bank’s 
share price (t-value = -0.366, p-value = 0.717). Accordingly, the third research hypothesis 
(H3), which expects that Banks’ liquidity is positively correlated with banks’ market values in 
Egypt is not supported. 

 

As shown in table (3), the multicollinearity problem disappeared (VIF<10), and the 
adjusted R2 has improved from 31.4% to 42.7% (from the basic model to the extended 
model), which means that the explanatory power of the variables in the extended model has 
increased. A Bank’s SIZE, measured by the natural logarithm of total assets is proven to have 
a positive and significant impact on the share price of the bank (t-value = 3.130, p-value = 
0.003). Accordingly, the fourth and last research hypothesis (H4), which expects that Banks’ 
size is positively correlated with banks’ market values in Egypt is supported.  

 

As presented in the extended model in table (3), we added the bank’s liquidity (CFO) 
and size (SIZE) and confirmed our main results regarding the bank’s profitability (ROE), 
which is proven to have a positive and significant impact on the share price of the bank (t-
value = 4.025, p-value = 0.000). Also, the bank’s BVS does not have a significant impact on 
the bank’s share price (t-value = -1.223, p-value = 0.229). 

 

Table # 3 
Regression Results 

Regression Results: VRAI 
Main Model Extended Model 
 

Unstandardized 
Beta 

Coefficient (t-
value) 

p-
value 

VIF Unstandardized 
Beta 

Coefficient (t-
value) 

p-
value 

VIF 

Constant -14.478 -1.682 0.100 
 

-276.769 -3.295 0.002   
ROE 155.390 4.340 0.000** 1.196 134.701 4.025 0.000** 1.251 
BVS -0.084 -0.345 0.732 1.196 -0.298 -1.223 0.229 1.435 
CFO 

 

-0.037 -0.366 0.717 1.141 
SIZE 

 

10.915 3.130 0.003** 1.250 
R2 0.347 0.482 
Adj.R2 0.314 0.427 
Std. 
error 

16.09905 
14.71072 

F-value 10.611 8.830 
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Sig. F 0.000** 0.000** 
N 43 43 

** indicates p-value <0.05 
* indicates p-value <0.01 
 

Robustness Check 
 

To reveal the robustness of our results, we employed several sensitivity analyses and 
other additional analyses as well (un-tabulated). First, we used an alternative measure for a 
bank’s profitability, the book value of equity, and liquidity, where these variables are 
calculated on a per assets basis. Using these alternative measures, we confirmed the results 
that we have reached in the main and extended analyses, where a bank’s profitability and 
liquidity are found to be value relevant from the investors’ point of view in Egypt and have a 
positive impact on the bank’s market value (at 1% significance level).  Also, after excluding 
observations with negative cash flows (13 observations), we reaffirmed our main results. 

 

Conclusion, Discussion and Managerial Implications 
 

The objective of this paper is to examine the VRAI produced by commercial banks in 
Egypt, measured by the bank’s profitability, the book value of the bank, liquidity, and size. 
By using a sample of 43 bank-year observations over 3 years namely, from 2016 to 2019, the 
study has concluded that Egyptian investors consider the level of a bank’s profitability and 
total worth (total assets) rather than building their investment decisions on the bank's book 
value of equity and liquidity. This might be due to liabilities as they represent a very 
important component of the banks’ statements of financial position, and they are 
indispensable from the investors’ point of view to study the whole picture; this is done to 
understand the main sources of funds and how these funds are used. In other words, the 
investors need to know how the bank is using these liabilities in the form of customers’ 
deposits to grant loans to other customers.  

 

The convenience of our study lies in providing information to many parties such as 
investors, managers, and legislators. Also, it can help Egyptian investors to evaluate the 
bank’s value and successfully make their investment decisions with higher quality. The 
results would help managers because they would know which variables investors consider 
when they make their investment decision. Therefore, managers could take into 
consideration the VRAI when they prepare the annual financial reports. The study includes 
Egypt as an emerging country since the VRAI, profitability, the book value of equity, liquidity, 
and size are seldom addressed in studies and papers. 

 

There are some limitations that our study has such as (a) the limited research sample 
size because of the small number of banks registered in the EGX and the unavailability of 
data published, (b) the limited specified period of study because of the Egyptian politics 
transition before and after 2016, also, the COVID19 pandemic crisis that emerged in 2019. 
This study used only four accounting information variables: profitability, the book value of 
equity, liquidity, and size. Other accounting information variables should be considered for 
future research to enhance the results. 
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Further research can enhance the results of this paper by (1) using a larger sample 
size and extended period, (2) using other accounting information variables to improve the 
accounting valuation research such as dividends, (3) studying the VRAI across different 
countries in the Middle East region, such as Saudi Arabia and Kuwait.  
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Abstract 
 

Using a sample of 34 listed commercial banks in Vietnam from 2010 to 2020, we 
explore the impact of board social networks on bank performance. We find a significant 
positive relationship between educational ties and family ties and bank performance and a 
significant negative relationship between professional ties, business ties and state ties on 
bank results. Therefore, the bank performance can be improved when the board connection 
with inside companies is greater than three business groups or state companies and the 
number of connections inside the board is less than ten members. We also find a positive and 
significant relationship between board connection outside (between three and five business 
groups or state companies) on next-two-year bank performance. Likewise, the board 
connection inside between ten and eighteen ties will also enhance the next-two-year bank 
performance. 

 

Keywords: board social network; bank performance; U-shape relationship, Vietnam. 
 

 

Introduction 
 

Over the past two decades, the importance of board characteristics in explaining firm 
performance has been documented in terms of board age (Fernández-Temprano & Tejerina-
Gaite, 2020), education, gender (Li & Chen, 2018), political preference (Carney et al., 2020a), 
religion (McPherson et al., 2001), board busyness and board interlock (Harymawan et al., 
2019). There are authors who combine those characteristics. For instance, Herbert and 
Agwor consider board size, board members’s financial brainpower, gender diversity and the 
independence of board as momentous factors that catalyse corporate performance (Herbert 
& Agwor, 2021). However, impact of shared characteristics between boards on firm output 
has received little research attention in the field of corporate governance and corporate 
finance. In this paper, the authors attempt to investigate how board social networks 
influence firm performance. It is evident that a group of people come up with similar ids if 
those people have strong social relationships (Lee et al., 2014). Moreover, social 
relationships among the members of board directors can create social relationships as well, 
and “groupthink” can lead to ineffective decision-making (Gompers et al., 2016). For these 
reasons, the social relationship of the management board is a factor that deserves attention 
when studying the impact of management on corporate performance. In recent years, the 
board external networks with outside companies and its effect on firm has been widely 
researched, including firm risk-taking (Dbouk et al., 2020), M&A outcomes (Ishii & Xuan, 
2016), corporate social responsibilities (Jang et al., 2019), and firm performance (Lo & Fu, 
2016). In this paper, we focus on an important aspect of the board-inside and outside 
networks to shed further light on bank financial outcomes in the context of Vietnam. 

 

As its central question, this study investigates the following: “How do board networks 
influence bank performance?”. The contribution of this paper to the existing literature is in 
four ways. First, we introduce the board networks with related business groups and state 
companies as boards outside connection and this connection helps to explain bank 
performance. Second, we present inside-board connections as total professional ties, 
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educational ties, family ties and regional ties for explaining bank outcomes. Third, we 
investigate the board-inside network as the moderation between the board-outside 
connection and bank results. The structure of the paper includes 5 sections. Section 1 
presents the introduction. Section 2 reviews the background literature. Section 3 provides 
methodology and construct measurement. Section 4 presents the findings, and Section 5 
provides the summary and conclusions of the study. 

 
Literature Review 

 

Social capital theory and social network theory 

 

Bourdieu (1986) was responsible for bringing the concept and term of social capital 
into present-day discussions. He defined social capital as "the aggregate of actual or potential 
resources which are linked to possession of a durable network of more or less 
institutionalized relationships of mutual acquaintance and recognition”. Social capital can 
also be defined as anything that facilitates individual or collective action, built on social 
norms, reciprocity, and trust (Serrat, 2017). Social capital is increasingly perceived as 
considered by many studies as an origin of cherished resources. For instance, organizations 
can improve their performance and skills by focusing on and synthesizing the social capital 
assets of their employees (Pérez-Calero et al., 2016). Vietnam has a developing economy, 
then it is becoming progressively important for companies to build on their social capital, as 
Asian markets are intensive networking. 

 

According to social network theory, social phenomena should be primarily 
understood in terms of the connections among and within units, rather than the properties 
of those who belong to the units themselves. Likewise, the executive board in the business is 
investigated by members' relationships. From the point of corporate governance, board 
members become socially connected when they have shared educational experiences with 
top managers, such as graduation from the same schools, or other connections in their path 
(Dbouk et al., 2020). Thus, social ties offer an information flow channel between members in 
the board of directors, leading to an effective board of directors. Social network theory 
proposed that although the social connection is valuable, it also depends on contextual 
factors such as the firm or industry characteristics. In addition, social network theory 
proposed that the actions of people affect their predilections and decisions of others (Liu et 
al., 2017). It is noticeable that when there is strong homophily in social networks, it 
disseminates akin ideas. Social networks generate the term “groupthink” that could lead to 
inefficient decision-making (Gompers et al., 2016). 
 

Board social ties 

 

Consistent with prior researches, we employ seven types of board ties to capture the 
level of board social networks. These measures include total socioeconomic ties (Dbouk et 
al., 2020; Jang et al., 2019), professional ties (He et al, 2017, Gompers et al, 2016), educational 
ties (Beheshtinia et al., 2019; Carney et al., 2020b; Dbouk et al., 2020; Jang et al., 2019), family 
ties (Carney et al., 2020; Mertzanis, 2019), business group ties (Gompers et al, 2016; 
Miranda-Lopez et al., 2019; Shaique et al., 2017), state ties (Carney et al., 2020a; Dbouk et al., 
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2020; Gompers et al, 2016) and regional ties (Harjoto & Wang, 2020). The socioeconomics 
ties count the total number of direct ties between board members and indirect ties of the 
board with external interlock (Kang et al., 2022; Guan et al., 2016). In the context of corporate 
governance, members who get to know others may have a stronger intention of cooperating 
with them to boost shared values. Highly connected boards may also have access to partners’ 
information so that they can modify the terms of contracts (Serrat, 2017). Connectivity 
among members facilitates them to create shared values, encourages latent mutual 
expectations and behaviours then the engagement to collective actions is promoted 
(Barroso-Castro, 2016). An individual is able not to control over their relatedness, yet can 
increase the possibility of attaining a desirable network position (Gompers et al., 2016). 
Furthermore, as a group, directors can pool their knowledge and skills to effectively fulfil the 
consultation and governance needs of a firm, which might be tough for an individual director 
(Zona et al., 2018). Having socio economic ties with others raises a tendency to influence 
one’s decision, as well as suggest expectations of each other's actions, as similar ideas will be 
dispersed amid a social network with strong homophily (Kang et al., 2018). Hence, the 
business performance has a great ability to be affected by these relationships. 

 

Professional ties are also known as the number of connections that a member has 
served together with another within a board than that person’s current organization (Dbouk 
et al., 2020). With time, a prized resource called co-working experience promotes and has 
been identified previously. If colleagues in the past become current co-workers, they will 
understand each other better, feel more trustworthy, and easily meet their expectations (He 
et al., 2017). By believing in others, lower transaction costs and coordination costs may be 
produced (Portes & Sensenbrenner, 2018). Trust among directors on boards makes their 
communication and cooperation easier. When making decisions, members of the Board of 
Directors who have working-together experience will validly praise or protest each other 
(Gompers et al., 2016). In short, the management team with professional ties can affect the 
performance of a firm. 

 

Educational ties capture the degree to which directors in a board share the same 
alumni network at their prior school or universities. According to (Dbouk et al., 2020), a 
connection is considered as an educational tie if someone and another graduated from the 
same educational institutions. This type of connection could develop a sense of closeness 
between the board of management. Those who have been given the same academic discipline 
can evolve additional similarities as they have common interests and shared experiences as 
well as foster further points of contact (Dbouk et al., 2020). For instance, (Beheshtinia et al., 
2019) find that via education networks, information between mutual managers and 
directorates is diffused. However, homophily and direct interactions based on educational 
and employment backgrounds provide a measure of the sort of homogeneity that is 
conducive to groupthink and poor decision-making. Dbouk et al., 2020 pointed out that CEOs 
in a bank will take more risk if they are well-connected, because most of their network ties 
to informationally opaque firms. Other than that, diversity of professional and educational 
ties support to lessen the risk impact. 

 

(Shaique et al., 2017) argued that “mutual insurance coverage” from links between 
group firms can help reduce shocks. They also suggested that firms with business group 
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networks may also be able to provide information to group firms regarding their ability to 
calibrate their financial and business operations. Business ties do not arouse the desire to 
tunnel and other predatory behaviors in a firm (Carney et al., 2020b). In fact, key resources 
of a firm might come from the human and the social external capital. They include 
knowledge, experience, working environment that the board can utilize for the collaboration 
and relation among board members efficiently (Pérez-Calero et al., 2016). 

 
The state ties can be defined as the number of connections of board directors who 

have current or prior employment in a state-owned firm or government or ministries 
(Carney et al., 2020b). Firms that have state networks might obtain valuable information 
allowing access to resources typically retained for state-owned firms. These firms have no 
obligation to execute government policy appointments nor encounter resource alteration. 
State networks, on the willingness of various companies, might convey information to move 
forward payments, delay the payment of receivables and make advance purchases (thereby 
preventing a decline in sales); or to extend trade credit (Gompers et al, 2016). A state-owned 
financial institution will provide information on the capabilities of delaying debt repayment 
or reducing debt costs through state networks (Dbouk et al., 2020). Therefore, state ties may 
be examined as an effect on firm performance. Firms with politically connected directors 
face some of the same difficulties as state-owned firms. The state may accept bribes or 
campaign contributions from these firms in exchange for favourable treatment (Carney et 
al., 2020b). 
 

Bank performance 

 

Since banking performance plays an important role in transferring funds to 
borrowers with productive investment opportunities, this financial activity of banks is 
significant in ensuring the economy of the country that operates smoothly and efficiently. 
The way the bank operates to achieve the highest profit includes activities: how and why 
banks lend, how they raise funds, manage assets and liabilities. In short, a bank makes a 
profit by selling liabilities with a set of characteristics such as liquidity, risk, size, yield, and 
using the proceeds to buy assets of another set of characteristics. This process is also known 
as asset conversion. The process of converting assets and providing a range of services such 
as check clearing, record keeping and credit analysis that just like any other production 
process in any business. Therefore, if a bank produces attractive services at low costs and 
earns a substantial income from its assets, it will make a profit. Otherwise, the bank will 
suffer a loss. Traditionally, one common method for measuring performance was ROA 
(return on assets), which provided a comparison for them. ROA is generally known as the 
remarkable performance measurement in the field of strategy (SUKESTI et al., 2021). It is 
operationalized as the earning before curious items and the net assets divide discontinued 
operation. Jang et al, 2019; Carney et al, 2020 largely use ROA as financial indicators to show 
the operating efficiency of the banks. While ROA indicates the firm's operating performance, 
ROE (return on equity) represents shareholders’ return on their investment. Both ROA and 
ROE can show firm performance, then Jang et al., 2019 and Carney et al., 2020 used it in their 
work to measure the efficiency of a firm. To determine whether financial markets value 
board access to banks, (C.P. et al., 2018; Dbouk et al., 2020) examine the impact of network 
interactions on NIM. Therefore, we operationalize bank performance as NIM, ROE, ROA. 
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Return on Equity (ROE) and Return on Assets (ROA) are used as a proxy for firms’ 
profitability and then we check robustness with Net Interest Margin (NIM). 
 

Board friendliness and bank performance 

 

A friendly board support trust between directors because they may be willing to 
share critical information with members they trust (Kang et al., 2018), strengthen the 
teamwork ability (Hamdan, 2018), establish the norms and values of the board (Beheshtinia et 
al., 2019), resulting in positive effects on firm performance. However, too many internal 
networks might create groupthink problems, old-boy networks, overconfidence (Hamdan, 

2018; Miranda-Lopez et al., 2019), leading to negative effects on firm performance. The 
interlocks between directorates  It suggests that interlocking directorates may exert either 
a positive or a negative effect on subsequent firm performance, depending on the firm’s 
relative resources, power imbalance, ownership concentration, and CEO ownership (Zona et 
al., 2015). Therefore, we propose the research model as follows: 

 
𝐵𝑎𝑛𝑘 𝑝𝑒𝑟𝑓𝑜𝑟𝑚𝑎𝑛𝑐𝑒𝑖,𝑡

= 𝛽0 + 𝛽1 × 𝐼𝑛𝑠𝑖𝑑𝑒 𝑁𝑒𝑡𝑤𝑜𝑟𝑘𝑖,𝑡 × 𝐼𝑛𝑠𝑖𝑑𝑒 𝑁𝑒𝑡𝑤𝑜𝑟𝑘𝑖,𝑡

+ 𝛽2 × 𝐼𝑛𝑠𝑖𝑑𝑒 𝑁𝑒𝑡𝑤𝑜𝑟𝑘𝑖,𝑡 + 𝛽3 × 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑖,𝑡 + 휀𝑖,𝑡 

 
Where i denotes each bank from 1 to 34; t represents the period from 2010 to 2020 

and β captures the level of impact of the Board social network on bank performance. 
 

Research Methodology 
 

Our study of 613 directors of 34 banks listed on the Ho Chi Minh Stock Exchange and 
Ha Noi Stock Exchange during the period of 2010 – 2020. We start by collecting the list of the 
board of directors from annual consolidated and audited financial statements. Then, we 
cross-check with the background information of the Board from the Annual Management 
reports to construct board characteristics such as hometown, education, history 
employment, relationship with current directors in the board, relationship with other 
business groups, relationship with government, ministries, state bank, state companies. 
Moreover, in the Financial Statement, we hand collect the information related to several 
international branches, the number of employees, firm’s financial, ownership, and 
governance structures. Finally, we collect financial data on Vietstock. 

 

To test the hypotheses, we applied generalized least squares (GLS) which supports 
the examination of autocorrelation and hedeskascity. However, as the previous researches 
indicate that the potential for endogeneity between the variables relating to board 
characteristics and firm performance could be due to the effect of simultaneity, inverse 
causality or the omission of important possible variables (Jackling & John, 2009; Stuart & 
Yim, 2010). Therefore, we added many control variables related to bank characteristics and 
board structure in the models. We used the Hausman test to choose REM or FEM model. 
Then, we applied the Durbin – Watson test to examine whether autocorrelation exists in the 
models. When the endogeneity exists, the OLS will be biased and inconsistent (C.P. et al., 
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2018). All monetary values are expressed in terms of million Vietnam dong. All variables are 
winsorized at the 1% and 99% levels. 

 
Results 

 

Descriptive statistics 

 
Table #1 presents descriptive statistics of variables used in our regression analyses. 

The mean value of ROE is 2.84 percent, which is comparable to the numbers reported in prior 
studies focusing on U.S. banks (Pathan, 2009). The mean values of Total external ties and 
Total internal ties are 2 and 7, respectively. The maximum of Family ties is about 1 
connection. This is consistent with the Kuwait banks that family ties to be between 0 to 3 
(Mejbel et al., 2013). The average connection with business and state companies are 1, 2, 
respectively. This finding is consistent with prior research (Alesina & Giuliano, 2014). 

 
Table # 1 

 Sample descriptive statistics 

Variable Obs Mean Std. Dev. Min Max 

NIM 1,972 0.640992 0.4356247 0.0220349 1.487332 

ROE 1,972 0.0279625 0.0214901 -0.0046658 0.0742568 

ROA 1,972 0.0078043 0.0086912 -0.0013816 0.0305959 

eduT 1,972 1.481744 2.173166 0 7 

proT 1,972 1.961968 2.375051 0 8 

famT 1,972 0.056288 0.2305356 0 1 

regT 1,972 3.039047 3.410075 0 10 

busT 1,972 0.7555781 1.188945 0 4 

staT 1,972 1.018763 1.279409 0 4 

Dep 1,972 27.90774 4.253487 20.10393 33.51288 

Cap 1,972 28.67289 1.329561 26.60459 31.10982 

EPS 1,972 2149.773 1315.364 106.6623 4370.354 

PB 1,972 1.199426 0.5852975 0.3738034 2.688746 

FA 1,972 0.0622195 0.0311889 0.02 0.1259154 

Beta 1,972 0.7090558 0.5078336 -0.032 1.68 

CIR 1,972 0.8377438 0.5659655 0.163142 2.489241 

Growth 1,972 0.1256348 0.4222515 -0.5256902 1.260154 

LDR 1,972 0.9836669 0.7852476 0.04152 3.01934 

GDP 1,972 13.83057 0.4411162 12.94911 14.51409 

Inf 1,972 105.1597 4.686639 100.32 119.37 

CFO 1,972 0.7180527 0.4500619 0 1 

CFF 1,972 3.19E-02 1.76E-01 0.00E+00 1.00E+00 

Firm 1,972 2.36E+01 1.38E+01 1.00E+00 4.70E+01 

Quar 1,972 4.26E+01 1.46E+01 1.00E+00 6.50E+01 
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All continuous variables are winsorized at 1% and 99% percentiles. 
 

Table # 3 
Baseline Regression 

 NIM(i,t) NIM(i,t+1) ROE(i,t) ROE(i,t+1) ROA(i,t) ROA(i,t+1) 
eduT 0.0745*** 0.0665*** 0.000961*** -0.000635*** -0.000618*** 0.000777*** 
proT 0.00209 -0.000228 -0.00106*** -0.000396*** -0.000428*** -0.000876*** 
famT 0.317*** 0.324*** 0.00769*** -0.00170** -0.00195** 0.0110*** 
regT 0.0340*** 0.0358*** 0.000442** -0.000820*** -0.000767*** 0.000239 
OutNW -0.0690*** -0.0795*** 0.000954** 0.000339** 0.000348** 0.00125*** 
_cons 0.496*** 0.504*** 0.0254*** 0.0121*** 0.0118*** 0.0255*** 
N 1972 1972 1972 1972 1972 1762 

t statistics in brackets 
* p < 0.1, ** p < 0.05, *** p < 0.01 
 

Table # 4 
Different board network ties and bank performance 

 NIM(i,t) NIM(i,t+1) ROE(i,t) ROE(i,t+1) ROA(i,t) ROA(i,t+1) 
eduT 0.0583*** 0.0365*** 0.00138*** -0.000051 0.0000083 0.000927*** 
proT -0.0104*** -0.0102*** -0.000663*** -0.0000815** -0.000106*** -0.000691*** 
famT 0.221*** 0.202*** 0.0108*** 0.000626** 0.00037 0.0135*** 
regT 0.0532** -0.000068 0.000305** -0.000116*** -0.0000608* -0.0000344 
OutNW -0.0326*** -0.0333*** -0.0000458 0.0000917* 0.0000342 0.00041 
Dep 0.00719** 0.00553* 0.000209 -0.00114*** -0.00114*** -0.0000488 
Cap 0.121*** 0.0951*** 0.00342*** 0.00101*** 0.00112*** 0.00392*** 
EPS 0.00101** 0.00254*** 0.00164*** 0.00386*** 0.000000299*** 0.00000194*** 
PB -0.0227* -0.0478*** 0.00741*** -0.0000265 0.000421** 0.00406*** 
FA 0.613*** -0.233 0.0835*** 0.00313 0.00780** 0.0814*** 
Beta -0.0229** 0.00827 -0.000596 -0.0000299 0.0000622 0.000613 
CIR -0.167*** -0.0138 -0.0139*** -0.00133*** -0.00211*** -0.00903*** 
Growth 0.0535*** 0.0377*** 0.00611*** -0.000304 0.000639*** -0.00000282 
LDR -0.147*** -0.174*** 0.00206*** -0.00531*** -0.000530*** 0.00109* 
GDP -0.0798*** -0.0756*** 0.00382*** 0.000187 0.000501* 0.00207 
Inf -0.0379*** -0.0225* -0.0180* -0.0193 -0.00000953 -0.00000535 
CFO -0.194*** -0.212*** 0.00303*** 0.000796*** 0.00115*** 0.00161 
CFF -0.151*** -0.0402 -0.00431* -0.000268 -0.000996** 0.000865 
_cons -1.163*** -0.635* -0.161*** 0.0101* 0.00133 -0.123*** 
N 1972 1972 1972 1972 1972 1972 

t statistics in brackets 
* p < 0.1, ** p < 0.05, *** p < 0.01 
 
We find a significantly positive coefficient of Education ties, Family ties which show a 

friendly board will enhance bank performance (Hwang & Kim, 2009; Schmidt, 2011). 
However, there is a negative relationship between professional ties and regional ties. There 
is also a negative relationship between business ties and state ties, however, the coefficients 
are not significant. 

 

Conclusion, Discussion and Managerial Implications  
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In order to achieve the highest level of profit, joint-stock commercial banks in 
Vietnam need to increase income by expanding credit activities, increasing investment and 
diversifying service activities in commercial banks; reducing the cost of banking operations 
at the same time. Thanks to the extensive relationships with businesses, banks are easy to 
carry out activities such as providing payroll accounts, providing trust services, lending 
capital and selling insurance services. However, having strong relationships with businesses 
becomes a burden for banks in difficult economic times. Due to the mechanism of the bank’s 
debt structure for individuals as well as organizations when the Covid-19 epidemic occurs, 
this partly reduces the source of income for banks. The outcomes of this research have 
important implications for theoretical background and corporate governance practices. To 
conclude, we bring new insight on the aspect of corporate governance by investigating the 
board composition linking to firm performance. Although the board characteristics have 
been researched for a decade, there is little study on how many networks that the directors 
of a board should have to utilize the corporate performance (Johnson et al., 2013; Castanias 
and Helfat, 1991; Wiersema and Bantel, 1992). Despite its contributions, this study has some 
limitations which need to be taken into account in the future. The measurement of board-
inside networks or board-outside ties could be included other ways to measure such as the 
length of co-working in history employment, the length of learning at the same university or 
colleges, the length of living in the same hometown, the length of working in related business 
groups or state companies (Huse, 2007; Zhang, 2010; Zona and Zattoni, 2007). Moreover, the 
observation data was collected from all the listed banks in Vietnam so that the future 
research should focus on boards from different countries in the Asian region. 
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Abstract 
 

The technological development and use of  internet have transformed the way of 
providing education. Online learning is education organized remotely through web-based 
systems made available by connected devices like computer, tablet, smartphone etc. It 
consists of different interfaces such as simulation exercises, mini games, multiple choice 
surveys, puzzles etc. Interestingly, due to recent global pandemic hit, education system 
worldwide  has to find new options of learning either by identifying an alternative to 
traditional education system or switching to online education system. The sudden change 
and lack of social interaction, loss of interest, and lack of in-person guidance from instructors 
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make learning very difficult in certain  subjects, especially those which require practice. 
Further, due to lack of IT infrastructure, it appears that instructors and learners are facing 
many challenges including technical issues, lack of motivation, incomprehension etc. The aim 
of this paper is to understand which option between online and traditional 
education  provides more satisfaction to learners and which is a better way of learning. 
Quantitative methodology is used on primary data collected through a questionnaire and 
analysed through EViews using chi square test. Grounded on behaviourism and social-
learning theory, the findings support traditional form of education over online education.  
 
Keywords: Training and Development, Online Education, Traditional Education, Pandemic, 
Learners, Social learning theory, France, India. 

 
Introduction 

 
Education has become one of the fastest growing sectors and unique growth indicator 

of a nation. The emergence of  online education system has made it feasible for learners with 
occupied lives and restricted adaptability to acquire a quality education, which perhaps 
seemed difficult with traditional form of education. Web-based education has made its 
presence possible worldwide through a single connection of the internet. Despite of 
numerous advantages of online education over traditional form of learning, there are 
many  shortcomings in it such as restricted group collaborations, connectivity issues, 
communication gap, uncertain learning outcomes etc. While online education was adopted 
as a contingent arrangement to provide break-free education to learners, it has now become 
a practice. Many claim it as an advanced technology-enabled learning method, whereas 
others, still find it difficult to accept it as a full-fledged learning model.  Thus, it is important 
to understand more viable option of education from learner’s perspective. 

 
Online education is characterized as a media based, distant and asynchronous model 

of learning. It does not demand any face-to-face interaction between instructor and learner. 
Upheld by some instructional frameworks, it is a defined as formalized education and 
learning system that facilitates knowledge through electronic media and the internet, with 
low cost and without any specific physical settings of a place. Online education has grown 
rapidly with internet availability, cutting edge technology, and an enormous market. Online 
education can be categorized by its users: 1) University-Based Virtual Teaching  are those 
where users are enrolled in academics for the purpose of obtaining degrees and diplomas; 
2) Massively Open Online Courses/Classes (MOOC) are those where users are enthusiastic 
individuals and can choose programs based on their prior knowledge, interest  and services. 
Some of the advantages  of online methods of education are scheduling flexibility, 
personalised learning, cost effectiveness, safe learning environment, and high  accessibility 
from anywhere in the world. 

Traditional education can be described as head-on understanding. This mode of 
education is one of the oldest and most effective learning method worldwide. Generally, 
conventional education is offered in classroom settings  and the process of education is 
active, based on immediate learning and interaction between instructor and learner. The key 
qualities of conventional learning include head-on interaction, which ensures high 
participation  and immediate response from learner, ecologically conductive laboratory, and 
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scheduled time frame of the learning process. Head on exchange allows learner to ask 
questions concerning their classes and immediately get the answers they seek. In physical 
classroom settings, learners also get chance to meet their classmates, develop friendships 
and work in teams. Knowledge is imparted through course materials consisting of books, 
textbooks, handouts, and some visual materials/audio materials. Furthermore, this mode of 
education has shown better performance leading to positive learning outcomes and better 
prospects. Thus, the objective of this research is to discover the best learning methodology 
for learners which would likewise encourage them to accomplish their future goals and 
boost their career. Also, to find out the difficulties learners go through during online and/or 
traditional classes and which one provides the best learning experience and outcome. 
Owning to education system, the study aims to achieve answer to three research questions, 
given below:-  

 
RQ1: Does online education provide same level of satisfaction among learners as 

traditional form of education? 
 
RQ2: What is most preferred mode of education among learners, online or traditional 

education ? 
 
RQ3: Is there any theoretical underpinning that justifies the learner’s perspective and 

result achieved? 
 
In the given context, it is extremely important to understand the significance of online 

education vis-à-vis traditional education. It is crucial to address the trending needs of learner 
and therefore, a detailed study on the topic would help us propose a holistic perspective on 
contemporary education system. The current study uniquely contributes to the knowledge 
of literature in three prominent ways:- a) the paper compares online versus traditional 
education system from a learner’s perspective and recognise the most preferred choice 
among learners, b) through quantitative data  analysis, the paper identifies and suggests  the 
most viable learning methodology, and c) even though there are restrictions to the study, the 
findings and results will present implications to practitioners and educationists to decide 
upon learners preferred mode of education.  

 
The structure of paper in subsequent sections is as follows- literature review followed 

by theoretical underpinning, research methodology and hypothesis development, results 
and findings, recommendation, and conclusion. 

 

Literature Review 
 
Education is a fundamental source of youth development in a country. Right form of 

education enables better prospects and secure career growth to enthusiastic learners. 
Education act as a means as well end to a learner who desires to accomplish goals. The 
purpose of education is to impart knowledge, whether online or offline, but surprisingly the 
effectiveness varies as per the mode of education. Studies claim that mode of education 
significantly influences the performance of a learner. Notwithstanding, a learner’s goal 
achievement is highly dependent  upon the education system adopted by educational 
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institution or facilitation centres. The extant of literature highlights the existence of 
synchronous and asynchronous form of learning from decades. Both forms of learning are 
suitable under certain specific conditions. To understand the difference, we decided to 
present comparison between online and traditional classroom education system through 
scoping review of contemporary studies in the domain. 

 
“Traditional” learning derives from an understanding of an instructional format that 

involves a physical classroom and the synchronous physical presence of instructor and 
learner. The paper  underlines that even in-class application of computers and learning 
equipment does not affect the definition of the conventional education to change it into 
combined learning (Bernard et al., 2014). Whereas virtual understanding features an 
absence of  physical classroom, replaced using web-based skills offering prospects for out-
of-class learning independent of time, and pace (Bernard et al., 2014; Chigeza & Halbert, 
2014). In the context of higher education, the phrase virtual learning is often interpreted as 
value-added additional course courses that are offered completely online (Ryan et al., 2016). 
Online learning setting is launched through learning management systems (LMS) or virtual 
learning environments (VLE) such as Moodle and Blackboard (Pellas & Kazanidis, 2015). 
According to Saghafi et.al.( 2014), the web-based learning setting will never replace 
activities taking place in traditional environments. Rather, their research shows that both 
traditional and online learning have their respective uses and limitations. 

 
Therefore, it is observed  that both forms of learning works together in a 

complementary way for learners. If applied together may represent a  holistic model of 
blended learning system. Especially in professional education, opportunities for practice-
based classes are important for learners’ experience. According to Saghafi et.al. (2014) 
comparative study, the traditional synchronous course provides a learning space for 
learners supporting hands-on skill training, group learning and spontaneous feedback, while 
the virtual asynchronous learning turns out to be better suited for constructive discussion 
and self-paced learning formats. Another research indicates that several factors influence 
learners’ learning experience and their level of satisfaction in online and traditional 
education system. These factors are learner’s importance to professional education, 
presence of appropriate teaching and learning spaces online as well as off-line, and  engaging 
and meaningful learning communities that support the learners’ social relations. Hence, 
review of existing literature confirms growing interest of researchers and scholars in the 
domain area of online education to determine which method of education affects learning 
outcome and learners’ satisfaction, learners’ preference between online and traditional 
learning, but further research is needed to better understand what influences learners’ 
learning experiences in both methods of education. 
 
Theoretical underpinning: Behaviourism and social learning theories 
 

Education system is learner-centric, and the learnings are more dependent on 
response given by an individual to external stimuli in given setting. Grounded on learner-
centric phenomenon, the present study has two theoretical underpinning – Behaviourism 
and social learning theories. Behaviourism theories believe in routing learning system of 
‘drill’ where behaviour changes are from observations (Guney & Al, 2012). These 
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observations are processed by learner in a specific environment like classrooms, school, 
corridors etc. Behaviourism firmly suggest that learning is a result of continuous change in 
action drawn on the explorations by a learner (Guney & Al, 2012). While online mode of 
education may turn out to be modern, technology-enabled system but it restricts learners’ 
observation and exploration process. Virtual or online mode may not stimulate the learning 
as an organic process of observation, retention, synthesis, and interpretation unlike 
traditional form of education. Harzem (2004) mentioned that educational institutions like 
schools and colleges are typically designed to expose learner to external stimuli until a 
desired result is not achieved. Further, behaviourism are grounded on underlying 
assumption that knowledge is objective, factual and absolute. Thus, traditional mode of 
education has high potential to give favourable results.  

 
Social learning theory claims that learning takes place in social relationships. This 

theory is an extension of behaviourism theory and strongly support observation as the key 
to learn. Social-Situational theorists’ emphasis that leaners observe in social settings and 
absorb the learning in a such a manner that subsequently the results are seen in the form of 
behaviour modification. Badura (1977) highlights that individual decode the information 
received from observation and encode it to form new behaviour. Thus, social-learning acts 
as guide for action (Guney & Al, 2012). Further, several studies have supported social-
learning theories as a positive effect of observation, group working and social interaction 
that stimulates learning. As traditional form of education supports the social interaction 
aspect of theory, there exists high likelihood to be preferred by learners.  

 
Research Methodology  

 
For analysis, the paper has used quantitative methodology to emphasize objective 

measurements and the statistical interpretation of data collected through a structured 
questionnaire using computational techniques. 

Based on literature, we identified key constructs instrumental in deciding the 
satisfaction level of learners i.e., motivation, favouritism, cost, and interaction. We identified 
preference for traditional learning as dependent variable and others as independent 
variables X1 (preference for online education), X2 (indifferent between the two), X3 
(motivation), X4 (there is more interaction when courses are done physically) , X5 (costs 
related to traditional learning are high), and X6 (there is more favouritism when class are 
taken physically). The data is collected through primary sources with help of a questionnaire 
on survey legend that was shared with academic fraternity. To analyse the data further firstly 
we reorganized the collected data and put it on an excel sheet. If respondents prefer online 
or are indifferent and if traditional learning costs are important our hypothesis cannot be 
verified. But if learners prefer traditional learning and consider that motivation and provide 
more interaction our hypothesis is then verified.  

 
Traditional method of education provides less/no difference in satisfaction to 

learners as compared to online education. In this hypothesis, we wish to understand if the 
learners' satisfaction level towards traditional learning is less and if it is more towards online 
education, keeping in mind the factors like time, money, energy, interaction, effectiveness, 
connectivity etc. Are the learners fine with online learning environment or the learners find 
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it difficult to interact with instructors and/or to work with classmates in projects in online 
mode, as communication is often very impersonal. Also, if acquiring knowledge through an 
online medium is more satisfactory by searching on different search engines, as although 
this helps by reducing the number of books one must read in traditional methods.  

 
Hypothesis 1: There is high likelihood that learner respond indifferently to online and 

traditional education  
 
Traditional method of education provides more satisfaction to learners. In this, while 

the online education trend is growing rapidly today, it is yet a matter of concern to know if 
learners personally prefer and are more satisfied towards traditional education instead. In 
this section, we will analyse if traditional education is the most satisfactory medium of 
learning by learners as compared to online education. Do they believe in traditional mode of 
close and personal instructing techniques and whether they find it more productive? Also, if 
the current shift to online classes for everyone due to lockdowns and pandemic has made 
learning inconvenient with lack of proper communication and connectivity issues. Most 
importantly, to understand if learners are gaining more knowledge and confidence through 
public interaction in a physical class with simulation games and extra-curricular activities as 
all majors cannot be taught online. 

Hypothesis 2: There is high likelihood that learner prefer traditional education  over 
online education 

 
 

Results   
 

Our findings aimed to understand if traditional educations provides more satisfaction 
to learners or not. Due to the covid-19 pandemic, most of the schools and colleges shifted 
from face-to-face education to online learning. The result help us identify the impact of 
change on education system, its intensity and learners preferred choice of education. Our 
dependent variable (Y) is traditional education, paper considered that if the respondents 
prefer online education, we will put 1 for online education, 0 for indifference between the 
two and 0 for preference for traditional learning or  vice versa in the other cases. Considering 
motivation, interaction, cost, and favouritism to put the responses in the excel sheet we 
considered ‘1’as ’Yes’ and ’0’ as ‘No’. Most of the time when respondents prefer online 
learning it’s because they think that costs for traditional education system is high and there 
is more favouritism. And when they prefer traditional learning it’s because they think that 
traditional learning is interactive, they have a higher motivation and sometimes they are 
indifferent to costs. 

The computed descriptive statistics, unit root test and augmented Dickey-Fuller test 
on E-views and multiple linear regression analysis was performed to interpret results. 

 
Table # 1 

 Descriptive statistics 
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In the table 1, different skewness that of the dependent variable is negative and we 

have some that are positive. For normal skewness the value is 0 (0.58 for cost variable , it 
mirrors a normal distribution). When the skewness is positive (2.22 for online variable, 1.27 
for indifferent, 1.46 for favouritism) the distribution has a long right tail with more higher 
values than the sample mean. In the case when skewness is negative ( -0.707 for the 
dependent variable, -1;115 for interaction and -1.67 for motivation) it indicates a long right 
tail and more lower values than the sample mean. Considering the kurtosis, the distribution 
is normal when it’s equal to 3 and called mesokurtic ( it’s the case with variable X6 
favouritism = 3.13). It’s leptokurtic (peaked-curve) when the kurtosis is positive (1.5 for 
independent variable offline, 5.947 for X1 online, 2.6333 for X2 indifferent, 2.2448 for X3 
interaction, 3.79 for X4 motivation, 1.345 for X5 cost). 

 
 
Table # 2 
 Dickey-Fuller test 
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As shown in table 2, the computed p-value (0.0053) is lower than the significance 
level alpha=0.05, one should reject the H1 and accept  H2.  

 
 

Table # 3 
Least Squares analysis & Multiple linear regression analysis 

 
The table 3 provides the model fit coefficients. The R² ( coefficient of determination) 

gives an idea of the % variability of the variable to be modelled, explained by the explanatory 
variables. The closer this coefficient is to 1 the better the model which the case here because 
our R² is equal to 0.92 ( in our case 92% of the variability is explained by our independent 
variables). The coefficients of variable X4 and X5 are negative as expected. We can then 
deduce that cost and favouritism have a bad impact on preference for offline classes. 

 
Table # 4 

 Chi square test 

 
 
Our research question investigated if online and physical learning provide to learners 

the same satisfaction. We used chi-square method to analyse the data. This method is 
especially useful for this type of difference. 

 
Table # 5 

 Summarised hypothesis result 
Hypothesis Result Status 
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H1 Learners are indifferent between face-to-face and online classes Rejected 

H2 Learners are more satisfied with traditional mode of education Accepted 

 
In summary, we can say that our hypothesis H2 is accepted which means that physical 

learning provides more satisfaction to most of our respondents ( 67%). One of the major 
reasons are interaction and motivation, these factors impact the satisfaction of learner, 
grounded on behaviourism and social-learning theory. However, surprisingly other factors 
like favouritism and cost also not supported offline education. We can assume that learners 
prefer traditional mode of education over online education system.  

 

Conclusion, Discussion and Managerial Implications 
The limitations of the analysis based on the nature of the sample, sample size, specific 

group of learners, their skill sets, personal opinions and familiarity with online classes. The 
learners’ insight and skill level were not contemplated over when isolating the comparison 
group of online and traditional learners. There exists the likelihood that the traditional 
learners in this analysis may have been more proficient than the online learners and the 
other way around. Experienced traditional classroom learners now taking web-based 
courses may be overwhelmed due to technical aspects of the course. Also, sometimes 
learners expect a different method of education based on the nature of study such as 
professional courses or certification/technical course for working people etc. 

 
The analysis may not be true representation of population due to its size; scale and 

the majority of the respondents are from same set of classmates and friends. From their 
answers, we understood that most of them are not in favour of online learning, they 
preferred physical classes. 

 
So, we recommend expanding the study to a larger number of people with different 

profiles ( students of different ages, professionals, housewives etc.) so that it will be more 
realistic and maybe the results will be completely different and represent more of reality. In 
addition to comparing online and traditional teaching efficacy, future research should also 
analyse blended teaching methods for the effectiveness of courses and observe if blended 
style is preferable and effective. 
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Abstract 
 

Economic growth in the world economies has been a result of increased 
industrialization and digitalization. It has given rise to various innovative technologies and 
fast and improved methods of production. This rapid industrialization has also led to 
dramatic changes in the pattern of demand from the society worldwide. These changing 
directions have significantly given rise to the use of such products and methods which lead 
to extreme environmental impacts. These environmental impacts have brought about a 
dynamic revolution in the market which has significant impact on financial and 
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environmental safety and security of the markets today. There is an urgent need to focus 
attention on adapting cleaner and renewable production practices to give a greener 
environment to the future generations. This may convert our fast-growing polluted 
economies into low carbon economies targeting sustainable economic growth and 
development. Against this backdrop, this paper is an attempt to enhance the empirical and 
theoretical framework of the subject. The research addresses various issues that the world 
is going through. The issue needs to be monitored at international standards. The main 
causes of global warming and its effects are further explained throughout the research article 
with an intention of creating economic prosperity.  

 
Keywords: Environmental shocks, Sustainable Development, Climate change, Natural 

and man-made disaster, Technology, France and India.  
 

Introduction 
 
The concept of climate change has been a concern area for researchers and scientists 

from early 18th century. During the industrial revolution, the enormous amount of carbon-
dioxide (CO2) emission from factories and industries has impacted the socio-economic 
landscape worldwide. This matter of concern found their place in several discussions, 
forums, conferences, and British poetry. Soon industrialists, policy makers and practitioners 
realized that the rise of Industrial growth and carbon dioxide indeed, has more dangerous 
effect on society, than just annoying few neo-romantic poets or artists by destroying the 
picturesque green British countryside with soot and smoke. 

 
Economic growth in the world economies has been a result of increased 

industrialization and digitalization. It has given rise to various innovative technologies and 
fast and improved methods of production. This rapid industrialization has also led to 
dramatic change in the pattern of demand from the society worldwide. These changing 
directions have significantly given rise to the use of such products and methods which lead 
to severe impact on environment sustainability (as shown in Fig 1).  
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Figure #1: Flow of industrialization to environmental sustainability 
Flow of industrialization to environmental sustainability 

 

 
 

These environment sustainability issues have brought about a dynamic revolution in 
the markets which has significant impact on financial and environmental safety today.  In 
some of the empirical studies these risks have also been termed as “economic and physical 
scarcity”, especially water shortage and climate change. What the world economy needs 
today is a sustainable society with least environmental impact vis-a-vis set environmental 
goals, resource conservation, and sustainable management practices. According to reports 
the three major environmental risks are water shortage, climate change and natural and 
man-made disasters. 

 
Today, the geopolitics of climate is profoundly affected by the convergence of the 

diverse crises currently sweeping the world and this current framing is in total failure. 
Increased number of Air and water contamination cases, natural disasters like hurricanes 
and famines, health pandemic like COVID are a few examples of dark side of industrialization 
worldwide.  The present study highlights the concept of technology advancement   and their 
subsequent environmental risks in the light of  sustainable development. In the view of 
above, due to lack of optimum financial resources and technological incapability, the 
undertakes four research objectives (RO)  

 
RO1: To explore and understand different aspects of environment sustainability in 

published research  
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RO2: To recognize difference between natural and man-made disaster evidenced 
through cases studies  

RO3: To investigate challenges in environment sustainability, steps taken as response 
to changes and their subsequent dark side on economy  

 
Thus, the research article may potentially contribute in three ways -i) by defining the 

interplay of environment, technology, and sustainable development through literature 
review, ii) by demonstrating the catastrophic effect of technology on environment 
empirically through cases, and iii) by highlighting the dark side of these changes and 
potential steps taken by stakeholders i.e.  government, individual, society and community. 
The subsequent section of paper covers literature review, research methodology, finding and 
discussion, implications, and conclusion.   

 

Literature Review  
 

What, why and how of environmental sustainability  
 

Environment sustainability is largely observed in quality supply of air and water, 
temperature change, climatic stability, and ecological balance. First, let us understand the 
climate change and its causes. Climate change or global warming, as it is popularly known, is 
due to increase in greenhouse gases in the atmosphere. The primary greenhouse gases in 
Earth’s atmosphere are carbon dioxide, water vapor, methane, and ozone. These gases 
absorb the infra-red heat radiation from the sun thus increasing the temperature of the 
atmosphere. They have accumulated in the earth's atmosphere over the last 150 years. They 
prevent the sun's radiation from going back into space. Ninety percent of it is absorbed by 
the Earth's oceans.  

 
Second, fluctuation in temperature due to rapid industrialization the last two 

centuries have seen 40% increase in the greenhouse gases resulting in increase in average 
temperature of the earth by more than 20 F. The increase in earth’s temperature have caused 
shrinking of glaciers, reduction of polar ice caps, rise in sea level, and extreme climatic 
changes resulting in extreme climatic conditions, floods and droughts etc. endangering 
human lives and created hardships to survive on earth for many species. The increase in 
temperature may create severe problems for the many sectors like agriculture, construction, 
and energy, consequently damaging the economic growth. As temperature is rising 
constantly the human health is also at large risk. The health factor leads to a decrease in 
productive capacity of a human being and overall impacts all economic activities. Hence, 
increase in maintenance cost of these economic activities may create severe financial 
challenges for a country.   

 
Third, water shortage is one of the top priority emerging issues of the countries. As 

Rulla (2016) mentioned that water scarcity could lead to conflict between communities and 
nations as the world is still not fully aware of the water crisis many countries may face in 
near future. Further, the U.N. Intergovernmental Panel on Climate Change (IPCC) report 
predicts a rise in global temperature of between 0.3 and 4.8 degrees Celsius (0.5 to 8.6 
Fahrenheit) by the late 21st century particularly countries like India in the months of May 
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and June. Many sectors of an economy need water as a major source of production and create 
a lot of pressure within the ecosystem. This pressure and stress is much likely to be 
exacerbated by climate change. Contracting, Backlund (2008) reveals that heavy downpours 
can increase the amount of runoff into rivers and lakes, washing sediment, nutrients, 
pollutants, trash, animal waste, and other materials into water supplies, making them 
unusable, unsafe, or in need of water treatment. Owning to imbalanced water supplies and 
frequent climate change, the overall impact on economy, people and society at large may be 
labelled as the major risk to the environment.  

 
As per recommendations from UN Water, water is fundamental to the three 

dimensions of sustainable development, including social needs, economic development and 
environmental limits, and a cross-cutting driver. Clean water and sanitation are also the 6th 
sustainable development goal. This goal clearly states that “in 2011, 41 countries 
experienced water stress – 10 of which are close to depleting their supply of renewable 
freshwater and must now rely on alternative sources. Increasing drought and desertification 
is already worsening these trends. By 2050, it is projected that at least one in four people 
will be affected by recurring water shortages.” The predictions are alarming and need 
immediate attention from different economies of the world to ensure safe and affordable 
drinking water by 2030.  

 
Few more researchers wrote about the industrialization pattern and its impact on the 

climate and sustainability. As mentioned by Patnaik (2018) the increase in industrial 
activities with a limited land mass has directly resulted in environmental sustainability 
through green approach. It calls for a suitable development plan and unified framework in 
coherence with the environment, after careful evaluation of prevailing requirements. The 
biggest problem as mentioned in an article by Emily (2021) is the contamination of drinking 
water due to inverse effects of industrialization. The toxins are mixing with the water supply 
and contaminating all the sources in all forms whether solid, liquid, or gaseous state. Nwozor 
et al (2016) have mentioned few consequences like high temperatures and extreme weather 
conditions along with changing human lifestyles and philosophies all owing to 
industrialization. And the link between climate change and industrialization is always 
argumentative but clearly visible.  

 
To summarize, the concepts mentioned in the paper here are some definitions as 

defined by the business dictionary in 2017, as shown in table 1.  
 
 
 

Table # 1 
Popular definitions of the concepts 

Terms  Definitions 
Environmental risk actual or potential threat of adverse effects on living organisms and 

environment by effluents, emissions, wastes, resource depletion, 
etc., arising out of an organization's activities 
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Environmental 
Sustainability 

The maintenance of the factors and practices that contribute to the 
quality of environment on a long-term basis 

Man-made 
disasters 

A disastrous event caused directly and principally by one or more 
identifiable deliberate or negligent human actions. Also called 
human-made disaster. Compare with natural disaster. 

Climate change The climate change phenomenon refers to seasonal changes over a 
long period with respect to the growing accumulation of greenhouse 
gases in the atmosphere. 

Sustainable 
development 

Economic development characterized by low growth rate, absence 
of pollution, and greatly diminished environment impact. 

 

While we study further, it is essential to understand that why it is important to 
achieve sustainable development. Sustainable development is the aim of developing and 
satisfying the needs of present world without compromising the need and development of 
future generation with a guarantee of equal economic growth, Availability of natural 
resources, with well-being of the society. Sustainable development stands on three pillars 
comprising of Economic Sustainability, Environmental Sustainability, and social 
Sustainability. 

 
 Environmental Sustainability is the major concern as everything from food to rain 

depends on environment and how to use it in a sustainable way. The concept of 
Environmental Sustainability was appeared first on the Brundtland Report in 1987, which 
was the warning of the negative environment caused by the humans in the form of man-
made disaster. This report came up with the strong evidence and hold high importance 
because it highlighted the threats to the human life, the beauty of the environment and the 
depletion of the endangered species. Environmental sustainability advocates the use of 
recycled and renewed everything. The approach of “recycled and renewable” consists of 
waste and energy resources to reduce the usage of toxic material, the protection of natural 
habitats of species, to ensure better and healthy living of the people and environment, adding 
beauty to the nature. Thus, a robust system to protect all these factors needs urgent attention 
from stakeholders.  

 

Research Methodology  
 
To achieve our RO 2 & 3, we performed an inter-case analysis on actual problems 

faced by different countries at different time periods. The case-based approach helps in 
analyzing the critical issues in sustainable Development and potential risks related to 
environment. It also illustrates the need of environmental sustainability under sustainable 
development. As widely used case study approach is most suitable when -i) a complex 
phenomenon is understudy, ii) to establish relationship between multiple variables and 
validate it empirically, and iii) a topical research area is addressed. Given the situation, case-
based study helped in demonstrating complex phenomenon such as environmental 
sustainability. 
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While we undertook the case studies to understand the environmental instabilities 
due to technological advancement, we had deep reflections like why environment is getting 
degrades? why we are making environmental laws under sustainable Development? who is 
responsible for creating all these environmental problems? On one side, the population is 
increasing at a rapid growth and people are over utilizing the natural resources without 
refilling the utilized resource and on other hand, the chain of environmental degradation is 
multifold.  The below-mentioned cases answer these critical questions and validates a higher 
need of environment sustainability. 
 
Alaska Earthquake, Good Friday Quake, 1964 

 
On the eve of Good Friday on March 27, 1964, a very powerful earthquake hit the 

United States of America. The earthquake was the strongest in the history of USA. It came on 
the day of Good Friday hence was named as “Good Friday Quake”. The velocity was of 8.4-
9.4 which was measured on a Richter Scale. The city Anchorage, South Alaska was badly hit 
by the earthquake. Thus, resulted in creation of powerful tsunami which reached the height 
of 100 feet. It not only destroyed the Gulf of Alaska but also the cities of British Columbia, 
Canada and Hawaii. This natural Disaster killed thousands of people and also damaged the 
Property of billions. 
 
Bhopal Union Carbide Factory, 1984  
 

This is also known as “BHOPAL GAS TRAGEDY” which happened on December 2, 
1984. The Union carbide pesticide plant in Bhopal, Madhya Pradesh, India. The factory 
leaked 40 metric tons of toxic Methyl Isocyanate (MCI), which about caused 2,259 casualties 
and nearly 100,000 injuries to the life of the people and crops. The Union Carbide is owned 
by the Dow Chemical Corporation. This was the biggest Chemical accident in the history. The 
aim of the project was to provide job and prosperity in Bhopal, but the plant bought dead of 
nearly 30,000 people. These are not the exact numbers; the count still goes on. Till now the 
effects can be seen in Bhopal. 

 
Both the cases demonstrate human intervention with nature. The desire to be 

powerful and resourceful in the competitive environment has made man greedy. As humans 
became technically advanced, they started with new inventions. Those inventions 
were  first  recognized and applauded but later, as soon as the population  grew in numbers, 
they started extracting the natural resources in a greater amount like the digging of coal from 
earth, cutting trees and burning the natural habitat for shelter. These are man-made 
disasters, whereas disaster out of human control are natural disasters. The natural disaster 
and man-made disaster are interlinked and sometimes are interdependent for its cause. 
Natural disaster affects the man-made developments and structure, which can further lead 
to more serious problems. For instance, flood which is a natural disaster which destroys the 
crops, damage dams, property, and ultimately human life. Similarly, earthquake which occur 
due to the movement of tectonic plates leading to the shifting of earth’s crust leading to the 
man-made disaster of nuclear reactor for instance the eruption of the coolant pipes which 
leads to a serious loss of coolant accidents (LOCA). 
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Results  
 

In response to man-material and natural disasters, four pillars leading to sustainable 
development process are largely utilized in economy. These are public policy actions, safer 
construction and urban planning, community participation, and culture of prevention. These 
pillars act as a response and coping mechanism against disaster.  

 
Based on literature review and case studies, we identified two main challenges of 

environmental sustainability, steps taken by stakeholders and their dark sides on economy 
as shown in table 2.  

 
Table # 2 
Synthesis of case-based content 

Challenge  Steps taken by 
stakeholders 

Dark  side 

1. Climate change 
- Emission of 
greenhouse gases 
- Melting ice 
Global warming due 
to industrialization  

-Top to down 
community-based 
approach 
-Recognition at 
domestic and 
national level 
-Adaptations at 
multiple levels 
-Introduction of 
Kyoto Protocol in 
Doha 2012 
conference 
-G20 summit 
enforcement of the 
principles of UNFCCC  

1. Growth and inflation –  
-Droughts, and floods might reduce crop 
yields, and this would lead to increase in 
food price squeezing consumer income. 
-With the rising of temperature many areas 
of the world will be uninhabitable, and this 
will lead to mass migration. 
-Global warming is likely to increase the 
severity of weather events and natural 
catastrophes. 
 

2. Agriculture and livestock 
-Poor environmental conditions will 
increase the cost of production and 
increase the price of goods. 
-The low latitude regions will suffer most 
due to global warming, environment in the 
high latitude areas may become friendly for 
agriculture and lead to migration of people 
to these regions. 
-Variation in the rainfall pattern, 
percentage of atmospheric carbon dioxide 
and ozone concentration, changes in 
pesticide and disease prevalence and 
extreme events caused by environmental 
factors will affect yielding rate. 
 

Health  
-Climate change include heat and cold 
mortality and morbidity, food, water and 

2.Water shortage 
- Depletion of water 
sources 
- Ecosystem 
imbalance 
- Increase in 
diseases 
- Loss of agriculture, 
animals, and species 

-2015 Un-water 
Annual international 
Zaragoza 
conference.  
-Water and 
sustainable 
development: from 
vision to action 
initiatives 
-First international 
conference on water 
security  
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vector borne-disease deaths and wellbeing 
and changes in pollution and production of 
various allergens. 
-The potential risk to health infrastructure 
and to occupational health becomes very 
high. 
 

 

Economic activity 
-The industry based on tourism, energy, 
and agriculture are highly affected. 
-The totality of tourists per year depends on 
the on the climate of the home country and 
the per capita income. 
-The variation in the household demands 
for gas, electricity and oil from less energy 
consumption for heating and increase in 
energy consumption for cooling have led to 
a change in demand for output of these 
energy products. 
 

 

International trade 
-The comparison of global climate impacts 
can be used to analyse the international 
links between different regions. 
-In the multilateral case a climate change 
affecting one particular region has an effect 
on the international trade pattern an all the 
interdependent economies such as India, 
China, Brazil etc.  

 

Conclusion, Discussion and Managerial Implications 
 

To reduce the threat multiplier effect on overall growth of an economy, a proper 
financial investment structure is the need of the hour to provide and maintain water related 
ecosystems, water distributaries, rivers, forests and wetlands to fight against scarcity of 
water. The developed economies like Germany, USA and France must support various less 
developed economies to encourage water efficiency and bring in some new and innovative 
technologies for water conservation. The stress on climate change and water consumption 
is bound to increase with increase in production as well as population which will further lead 
to shortage of water. As World Bank Senior Director (2017) mentioned that the “Targeted 
investments to improve the management and delivery of water are key as we seize the 
opportunities provided by the $75 billion commitment to IDA, the World Bank’s fund for the 
poorest and conflict-affected countries,”. He also mentioned that “In several countries in the 
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region, we are supporting the reconstruction and recovery efforts of governments. For 
example, we are working with Baghdad to restore water supply and sanitation infrastructure 
damaged by conflict.” 

 
In addition, the Environment-Linkages model (which is an operating system that 

prints a list of environment variables or run utility in an altered environment without having 
to modify the current existing environment) suggest that market damages from the selected 
set of impacts are projected to gradually increase over time and rise faster than the global 
economic activity. If no further climate change action will be undertaken, the effect of the 
selected impacts on the global annual GDP are estimated to increase over time to likely levels 
of 1.0% to 3.3% by 2060, with central projection being around 2-3 %. This reflects 
uncertainty in the equilibrium climate sensitivity (ECS)- a measure indicating how sensitive 
the earth’s climate reacts to increasing level of Carbon Dioxide using a likely range of 1.5C to 
4.5C. As the temperatures continue to increase to 4C above the pre-industrial levels by 2100, 
AD-DICE estimations assume that GDP may be hurt between 2% and 10% by the end of the 
century relative to the no-damage baseline scenario. As these projections suggest that if the 
greenhouse gases are emitted at the predicted rate until 2060, the world will suffer from 
economic damages in the range 1% to 6% by the end of the century even if the emission falls 
to zero by 2060. 

 
Further recognizing the various scary challenges posted by the various economists 

around the world for climate change, the focus has now shifted to various public policies and 
governmental measures. The governments of all major economies must take measures to 
curb down the production levels of such industries which are a natural threat to the 
environment. These measures must be adaptive and flexible depending on the countries 
financial stress and reliability. If the country is a developing, then these measures may take 
external funding like United Nations etc. With the drastic and often irreversible damage 
being done due to the result of global warming, climate is becoming a major factor in the 
world economy. The urgent need to reduce greenhouse gases which is creating an 
unprecedented damage to the earth finds itself clashing with the need of economic growth. 
The idea of GDP growth and a zero-greenhouse gas emission world finds themselves of the 
opposite ends of a coin. The impact of global warming on agriculture provides an interesting 
conundrum to this view. Agriculture is expected to be the hardest hit when it comes to 
climate change and its effect. As hurricanes, floods, droughts, earthquakes, and other natural 
calamities begin to occur more and more due to global warming, the agriculture sectors of 
various countries would be seriously damaged. The developing and underdeveloped 
countries which are primarily agrarian economies are expected to be the hardest hit for they 
lack the mechanisms to control these natural disasters and safeguard their agrarian 
industry.  

 
Global warming will also affect health and lead to growth of vector borne diseases 

and pollution will be causing various allergies in large scale. Tourism as an industry will also 
be hit hard due to the same cause as rising of earth’s temperature will lead to lesser snowfall 
in regions like Alps where people expect to see snowfall. Even though in the current world 
scenario there are many countries going through poverty due to lack of economic growth, 
and with millions earning less than one dollar a day worldwide, it’s a dire necessary to make 
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economic growth and create global prosperity. However, the world should embark on this 
cause at the expense of climate change. With the frightening projections made by research 
about the earth’s declining ecosystem due to climate change and greenhouse emission its 
high time that changes and economic policies to address this issue for better future. 

 
The most comprehensive solution to the environmental risk is to make use of the 

natural resource effectively and efficiently like water for our industrial production 
processes. The limitless productive capacities of various economies will overall keep on 
impacting the environment and also impact the sustainability of various other resources. The 
water shortage has already led to huge climatic impacts. Some drastic controls need to be 
taken now to curb the climate change as well. Policy makers, water managers and proper 
technicians are the people who can build in sustainable future for our generations. The 
innovative techniques of production and highly competitive policies are to be set in place to 
curb these risks and settle the climate change impacts. Proper management of water 
resources is also pivotal today. 

After analyses of various driving and restraining forces of industrialization, it is 
evident that environmental sustainability and climate change has suffered a lot due to 
technological advancement. Though, the core of research article is environment 
sustainability under the purview of sustainable development goals, it is observed that people 
are still unclear with damages arising from advance technology, climate change and water 
shortages. The conservation of such resources requires awareness, education and 
empowerment among individuals, communities, and governments.  The research had its 
own limitations, yet it highlighted an urgent issue for larger benefit of societies and economy. 
The role of stakeholders in formation of policy and regulations to conserve resource is 
crucial towards better environment. 
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Abstract 

 
The use of Environmental Management Accounting (EMA) is gaining popularity 

owing to the global shift towards green and pollution-free industries. Associated with EMA 
are the environmental management accountings practices (EMAPs) such as material flow 
cost accounting (MFCA), life-cycle costing (LCC), and activity-based costing (ABC). MFCA is 
further subdivided into Monetary environmental management accounting (MEMA) and 
Physical environmental management accounting (PEMA). All these subcomponents of EMA 
are used in the drive towards a greener economy, both on the monetary and physical 
(environmental) side. In the interest of general digital transformation, the implementation 
of EMA and its associated practices are necessarily software based. In this regard it is vital 
that such implementations be correctly specified and designed prior to implementation. 
Coupled with these considerations is the notion of correct, highly dependable software 
development in the form of a formal specification. Using a formal specification, the specifier 
may prove certain desirable properties of the specification and prove that undesirable 
consequences cannot be derived from the specification, that is, the resultant system will be 
correct. 
 
Keywords: Environmental Management Accounting (EMA), Material flow cost accounting 
(MFCA), Life cycle costing (LCC), Formal specification, Highly dependable software, Z. 
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In the wake of humanity’s awareness of a greener environment for our world, 
Environmental management accounting (EMA) has emerged as important mechanism for 
monitoring the effects of various so-called dirty industries, for example coalmining (Mbedzi, 
van der Poll and van der Poll, 2018), and goldmining (Nyakuwanika, van der Poll & van der 
Poll, 2021). EMA in this sense examines the processes involved in these industries and is 
closely linked with the global Sustainable Development Goals (van der Poll, 2022), amongst 
others, #6 – clean water and sanitation, #7 – affordable and clean energy, #11 – sustainable 
cities and communities, #12 – responsible consumption and production, and others. The use 
of EMA in arguably the most notable dirty industries, for example, coalmining and 
goldmining are discussed in Mbedzi, van der Poll & van der Poll (2018) and Nyakuwanika, 
van der Poll & van der Poll (2021). 

EMA embodies a number of practices known as environmental management 
accounting practices (EMAPs). Notable practices include material flow cost accounting 
(MFCA), Life cycle costing (LCC) and Activity based costing (ABC). MFCA considers costing 
aspects as materials flow through (for example) a manufacturing process, considering the 
supply chain divisions underlying these. MFCA provides monetary and physical information 
for informed decisions. Furthermore, subdivisions of EMA entail monetary environmental 
management accounting (MEMA) which is concerned with the monetary (financial) flows, 
while physical environmental management accounting (PEMA) addresses physical flows, 
and, therefore, the environmental aspects, for example, mining by Nyakuwanika, van der Poll 
& van der Poll (2021). LCC specifies tools to measure the entire cost of a product as well as 
related remedial efforts (Zhou et al., 2017), while Activity Based Costing (ABC) aims to 
estimate the cost of product development while at the same time being cognisant of impacts 
on the environment. 

With respect to the implementation of EMA, software engineers ought to develop 
provably correct, or at least highly dependable software systems (Basile et al., 2020). These 
are vital with mission- or safety critical systems that must execute correctly within certain 
time frames, or where human lives are at stake. Examples are nuclear power plants, railway, 
and aviation to name but a few. We postulate that with EMA, as an environmental accounting 
system the same precision for implementation should be strived for. 

Notations for the precise specification of software have been developed over time. 
These notations aim to specify a system from different angles and in this paper, we 
investigate the feasibility of using these specification styles to describe EMA-based 
structures. 

The layout of the paper is: Following the above introduction we state our research 
questions and objectives in Section 1.1. Our methodology is presented in Section 2, with the 
literature review on EMA-related and software specification aspects given in Section 3. An 
agenda for research based on our observations from the literature is given in Section 4 with 
conclusions and further work in this area in Section 5. A list of references concludes the 
paper. 

 

Research Questions and Objectives 
Our work aims to find answers to the following research questions (RQs): 
 

• What purpose may EMA serve in promoting a greener environment? (RQ1) 
• What are the EMA practices that could be used? (RQ2) 
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• How may specification formalisms assist with correct EMA design? (RQ3) 
Our objective is to: 

• Develop an EMA structure for the various EMA tools and formally specify the 
structure. (Obj) 

 
Research Methodology 

 
In the definition of one’s research methodology, a number of options emerge. The 

Saunders, Lewis & Thornhill's (2019) Research Onion remains a popular choice around 
which to structure your methodology. Another option would be to use the honeycomb by 
Wilson (2014). The descriptions in both these are rather similar, with the onion implying a 
sequence of decisions and actions to be taken (reminiscent of a procedural approach) from 
the outer layer to the inner layers, while the honeycomb is more of a declarative structure – 
any possible sequence of actions is implicit. In our work we adopt Saunders, Lewis & 
Thornhill's (2019) research onion owing to the standard adopted by the home institution of 
the researchers. 

 
Figure #1 

 Research Onion (Saunders, Lewis and Thornhill, 2019) 

 
 

The Saunders et al.’s research onion given in Figure 1 consists of six (6) layers. Our 
methodology is built around these layers as described next. At the outer layer we follow a 
mix of a positivist and an interpretivist philosophy. It is positivist owing to the mathematical 
formalisms underlying the formal specification of the EMAPs. It is also interpretivist since 
we analyse and interpret EMA literature in terms of words, text, diagrams, and the like. 

 

With respect to the approach to theory development, the second layer, our approach 
is essentially inductive in that specifications to EMAPs are developed in Section 4. Future 
work will add a deductive component in that surveys among practitioners in industry may 
be conducted to strengthen and validate the designs. At layer three our methodological 
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choice is primarily qualitative owing to the interpretivist philosophy we follow. There is, of 
course, also a quantitative component as well, since the discrete mathematical and first-
order logical structures we define have a pseudo quantitative flavour. The “quantitative” 
notion in our work is of course different from the standard notion of viewing quantitative 
work as the use of numbers in statistics (Schmetterer, 2012). 

 
Our strategy at layer four is case study-based owing to that we consider cases in the 

literature specifically with respect to the business specifications in the literature review 
section that follows. In much of the EMA work, cases in developing economies drive the 
adoption of EMA, or at least suggestions to adopt EMA and its underlying EMAPs. The time 
horizon at layer five is cross sectional since this research is performed over a time period 
that can be measured in months, rather than a period covering many years (Donche & Van 
Petegem, 2009). It is possible that a more longitudinal time horizon will arise over time as 
the work moves towards a survey among humans. 

 
The techniques and procedures at layer six, the innermost layer embodies data 

collection and analysis aspects. The data collected at this stage is through the literature, viz 
the cases on EMA and software specifications. Some of our work in this paper indirectly 
covers data collection in the form of human surveys, for example, our EMA validation work 
done by Mbedzi, van der Poll & van der Poll (2018). 

 

Literature Review 
 

Environmental management accounting and EMAPS 

 
The discipline of Environmental Management Accounting (EMA) was developed in 

response to numerous environmental challenges and aims to conserve our environment 
through innovative accounting practices. Amongst others it involves a greener economy, 
freshwater conservation, the rehabilitation of mining sites, management of waste, in short, 
creating a more desirable world for all species (Magee et al., 2013). EMA is defined in the ISO 
14001 grouping (ISO 14051, 2011). 

EMA analyses are usually divided into monetary and physical flows. These are known 
as monetary EMA (MEMA) and physical EMA (PEMA). PEMA considers physical flows of 
energy, water and materials used in processes, for example, in mining it considers the flow 
of water, raw materials, and so forth. MEMA considers financial aspects with respect to 
expenditures related to the utilisation of natural resources used in the process of product 
development and environmental impacts resulting from the process (such as mining, and 
manufacturing). Some of these are discussed next. 
 

Environmental Challenges 
 
Numerous product related industries pose challenges to the natural environment. 

General manufacturing processes may produce waste which eventually land on dump heaps. 
Also, numerous products last only a short while, or embodies technology which soon 
becomes obsolete. The Information and Communication Technology (ICT), specifically the 
hardware industry moves at such a rapid pace that electronic components that are 
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manufactured today are obsolete within a year. We think here of Moore’s law which loosely 
states that the capacity of a computer chip doubles every 18 months years while its price 
halves during the same time (Laudon & Laudon, 2020). Hardware built today may, therefore, 
be outdated in less than two (2) years from now. 

 
Environmental challenges are particularly prevalent in the mining industry, 

specifically coalmining. Mbedzi, van der Poll & van der Poll (2018) found that environmental 
challenges brought about by the South African coalmining industry include carbon dioxide 
(CO2) pollution of air; contamination of underground water and water sources in general; 
acidification of agricultural and cattle grazing land; underground fires that are hard to put 
out; and other challenges. Mining also resulted in the relocation of poor communities with 
little or no compensation from the mining company. 

 
Nyakuwanika, van der Poll & van der Poll (2021) found similar challenges with 

respect to the Zimbabwean goldmining industry. River- or surface mining of gold resulted 
equally in the pollution of fresh water sources. Deforestation, loss of farmland, and the 
relocation of farmers who provided for the population were reported. Of particular concern 
is the non-rehabilitation of worked out and abandoned goldmines. The environmental 
impact of goldmining is arguably less severe than that of coalmining owing to the difference 
in the “cleanliness” of the two (2) products – gold versus coal. 

EMA was suggested by both Mbedzi, van der Poll & van der Poll (2018) and 
Nyakuwanika, van der Poll & van der Poll (2021) as a solution to the above mining 
challenges, thereby answering our 1st research question, RQ1. 

 
We next turn our attention to EMA and its subsidiaries, and an important practice of 

EMA is Material Flow Cost Accounting (MFCA) discussed below. 
 
Material Flow Cost Accounting (MFCA) 
 

Viewed on a meta level, MFCA considers a three-tiered relationship, namely 
accounting, the natural environment and the management of information. The essential idea 
is to improve on decision-making accountability (Jasch, 2006). 

 
MFCA is described in ISO 14051 (2011). As its name suggests it is on a more detailed 

level concerned with identifying, measuring, and improving on the use of materials in the 
supply chain of a company by calculating the input and output of the materials used in the 
process (Prinsloo, 2019). The aim is to reduce costs by minimising on waste, thereby making 
a positive contribution to environmental conservation. MFCA breaks product development 
costs into categories such as materials, waste, energy used, and general system costs (such 
as hiring or use of equipment, and salaries) (ISO 14051, 2011). At a higher level, therefore, 
product costs are categorised into useful materials and wastes aimed at improving resource 
efficiency (Onishi, Kokubu & Nakajima, 2008; Schmidt & Nakajima, 2013; du Plessis & 
Oberholzer, 2014). Information about the flow of materials, both in monetary terms and a 
physical sense is elicited for data analytical purposes to assist management in making 
informed decisions (Strobel, 2002; Jasch, 2009). In essence, therefore, the use of MFCA aims 
to create cleaner production processes and it assists decision-makers in identifying waste 
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and identifying processes that are inefficient and which could lead to a greener economy 
should such processes be improved upon. 

 
MFCA is based on Newton’s second law of physics, also known as the law of mass – 

mass cannot be created or destroyed, it can only be converted into other forms, for example, 
energy (Whitaker, 1975). In the same vein MFCA goes from the premise that all materials 
that enter a company leaves either as waste, or as part of a finished product (Kokubu et al., 
2009). 

 
As a second level extension of accounting (Accounting to EMA to MFCA), MFCA 

analyses the relationships among accounting, the environment, and the management of 
information (through Information Technology) to facilitate accountability when it comes to 
decision-making (Jasch, 2006). Kokubu et al. (2009) and ISO 14051 (2011) advocate the 
applicability of MFCA to virtually any organisation, irrespective of economic sphere, product 
specifics, company size, management structure or style, IT-based accounting systems, etc. 
(Kokubu et al., 2009; ISO 14051, 2011). It therefore validates the purpose of our work, 
namely, to consider technology-based aspects of EMA – the specification of the said practices. 

 
Despite the many advantages of MFCA and its widespread advocation by researchers, 

it brings about some disadvantages. Kokubu et al. (2009) write that MFCA is concerned with 
only the cost of product development with respect to waste management, however it does 
not consider the total environmental cost, for example air pollution, and further back the 
prevention of these. That said, we postulate that no specific method could consider all 
possible aspects around environmental aspects. An attempt to do so could, arguably, make it 
cumbersome to use. Nevertheless, additional EMAPs have been developed to assist in 
addition to MFCA. The first of these is Life Cycle Costing discussed next. 
 

Life Cycle Costing (LCC) 
 

Zhou et al. (2017) describe life cycle costing as embodying an integrated set of tools 
designed to measure the entire cost, and remedial effort related to a product. This would 
include product creation – materials; procurement; water and energy used; waste generated; 
and remedial measures to address environmental impacts. These tools include programmes 
and procedures to facilitate decision-making with respect to the life cycle of products. We 
note that LCC is related to the well-known software development life cycles (SDLCs) which 
also describe the life cycle of a software system (Sommerville, 2015). Qian, Hörisch & 
Schaltegger (2018) elucidate that LCC also embodies metrics for assessing and measuring 
product life cycle methodologies and anticipate the economic performance of a product or 
process during this time. LCC further involves analysing the cost and benefits incurred by 
investments made into the product or underlying processes, for example, transport cost. 

 

LCC is considered useful for evaluating short-term decisions on whether to make an 
investment into a process or product and these can be used by upper management to make 
long-term decisions. An environmental life cycle cost (ELCC) framework (Edwards et al., 
2018) which incorporates multiple stakeholders has been developed to aid LCC assessment. 
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Further practices to facilitate EMA have been developed. An important one, namely, 
Activity Based Costing (ABC) is discussed next. 
 

Activity Based Costing (ABC) 
 

Activity Based Costing (ABC) is an effective way for estimating the cost of developing 
a product, while at the same time being cognisant of impacts on the environment. ABC was 
developed to augment traditional methods of costing which suffered from a lack of 
considering overhead costs associated with the development of a product, for example, the 
marketing thereof. ABC is also useful for calculating labour-related costs, for example, 
industrial action. 

When using ABC, the various costs along the supply chain are determined and 
attributed to the correct department or unit responsible for it. This way one department is 
not burdened by costs attributed to another. By distributing costs correctly, all departments 
have a better chance to show a profit. ABC also assists management in gaining an improved 
understanding of why certain costs arise, allowing them to, for example, embark on activity-
based management (ABM) (Schulze, Seuring & Ewering, 2012; Rundora, Ziemerink & 
Oberholzer, 2013). 

The above discussions answer our 2nd research question, RQ2. 
Results  

 

An EMAPs Framework 

 

Our literature review identified all of MFCA, ABC and LCC as important EMAPs yet the 
extant literature on combining these EMAPs and describing the relationships among these is 
relatively sparse and the said practices should be combined (Figge & Hahn, 2004; Kokubu et 
al., 2009). In response to this gap, we provide a diagrammatic synthesis of these in Figure 2. 

 
Figure # 2 

Environmental Management Accounting Structure 
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The Figure 2 framework is a rather high-level structure, and its finer details should 

be investigated. We do this by attempting a formal specification thereof below. The Figure 2 
structure partially meets our objective, Obj in Section 1.2 above. 
 

Towards formal specification structures 

 

The use of Formal Methods (FMs) (Basile et al., 2020) for developing highly 
dependable software, especially for mission- or safety critical applications is much sought 
after. Yet, the steep learning curve for developers in getting to grips with the formal logic and 
discrete mathematics structures underlying these is an often-cited objection to the use of 
FMs. Nevertheless, the use of FMs may be useful in describing structures (for example, Figure 
2) in our work, especially to discover properties of these. A formal specification is usually 
the starting point for an FMs approach and the Z specification language, owing to its 
structural simplicity, is favoured by the joint author of this paper. Without giving a lengthy 
introduction of Z, we proceed with specifying Figure 2 in Z. 

We start with defining basic types to be use in the specification, similar to defining 
types in a programming language (that is, things like Integer, and Real). 

[IMPACT] 
Consequently, we define a Z schema (structure) to capture the various impacts in 

Figure 2. 
Impacts 
Environmental_Impact : IMPACT 
Economic_Impact : IMPACT 

Environmental 

impact 
Economi

c impact 

Social 

impact 

MEMA 

EMAPs 

MFCA LCC ABC 

PEMA 

Legend: 

PEMA – Physical Environmental Management 
Accounting 

MEMA – Monetary Environmental Management 
Accounting 

EMAPS – Environmental Management Accounting 
Practices 
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Social_Impact : IMPACT 
  
disjoint (Environmental_Impact, Economic_Impact, Social_Impact)  
  
A schema has a name, Impacts in this case. Following the name, we have two (2) 

groupings between two (2) long dividing lines. The groupings are divided by a short dividing 
line. The information above the short line depicts the declaration of variables in the Impacts 
system with the invariant given below the short dividing line. Our invariant states that the 
three (3) sets of impacts are pairwise disjoint, that is impacts should be “pure” in the sense 
that they do not overlap. A specifier may state this requirement in line with the database 
approach that requires data (for example, a person’s personnel record) to be captured and 
maintained at one, and one place only in the system. Having two (2) or more records of the 
same piece of data may lead to the well-known data integrity issues (Elmasri & Navathe, 
2015). 

 
Below is an example of the content of the variables in the Impacts system. 
 

Environmental_Impact ≙ {Air pollution, Water pollution, Soil pollution, Emissions, …} 
Economic_Impact ≙ {Human relocation, Job losses, Accommodation costing, …} 
Social_Impact ≙ {Health challenges, Human rights violations, Human relocation, Job losses, 
… 

We observe that our example violates the state invariant below the short dividing 
line, since (for example) Economic_Impact ∩ Social_Impact ≠ ∅. Hence, it does not accurately 
depict the Impacts state. This illustrates the value of the use of Formal Methods through a 
formal specification – it clarifies specifics in the minds of developers. 

 
Next, we specify the second level in Figure 2, and start with two more basic types 
[PEMA, MEMA] 
linking with the main state, Impacts as follows: 
EMA_Impacts 
Impacts  
PEMA_Solutions : PEMA 
MEMA_Solutions : MEMA 
  
(∀w)(∀x) (w ∈ Environmental_Impact ∧ x ∈ Social_Impact) ⇒  
   (∃y) (∃z) (y ∈ PEMA_Solutions ∧ z ∈ PEMA_Solutions ⦁ Solution (y, w) ∧ Solution (z, 

x)) ) 
  
(∀w)(∀x) (w ∈ Economic_Impact ∧ x ∈ Social_Impact) ⇒  
   (∃y) (∃z) (y ∈ MEMA_Solutions ∧ z ∈ MEMA_Solutions ⦁ Solution (y, w) ∧ Solution (z, 

x)) ) 
  
Schema EMA_Impacts includes all the definitions of schema Impacts. In addition, it 

specifies two (2) sets of solutions PEMA_Solutions and MEMA_Solutions to address the 
environmental and social impacts (refer Figure 2). 

With respect to Environmental and Social impacts 
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In adherence to Figure 2, schema EMA_Impacts claims that every environmental 
impact (x) and every social impact (w) has at least one solution, y, z in the PEMA domain. 
Such solutions could be the same, i.e., y = z, or they could be different. Note that the Figure 2 
structure does not state this, however it is reasonable to assume a solution would exist in 
each case. Our specification makes this explicit. 

With respect to Economic and Social impacts 
This situation is similar as to the above, except that economic impacts would seek a 

MEMA solution as well. Consequently, the third and fourth levels in Figure 2 could follow 
suit. 

The specification formalisms above answer our 3rd research question, RQ3 as well as 
meeting our objective, Obj. 

 

Conclusion, Discussion and Managerial Implications 
 

In this paper we presented the use of EMA as a solution to the numerous 
environmental, economic, and social challenges created by various industries, e.g., 
manufacturing and mining. These challenges were considered in the context of coalmining 
and goldmining literature and three (3) EMAPS, namely MFCA, LCC, and ABC were identified, 
all linked to monetary and physical EMA. On the strength of our analyses, we synthesised a 
conceptual framework, Figure 2 that indicates the structural relationships among these 
entities. 

 
Part of the Figure 2 structure was specified in Z. Some interesting findings emerged, 

amongst other that environmental, economic, and social challenges may overlap, and that 
became clear only having constructed the specification. A similar property emerged in the 
context of PEMA and MEMA solutions. These findings illustrate the value of computing 
formalisms in systems development – hidden information is made explicit. 

 
Future work may be pursued along a number of avenues: The research into the three 

(3) sets of challenges (environmental, economic, and social) addressed in this paper should 
be further researched to identify more specific challenges. Once done, specific EMAPs may 
be devised and mapped. Figure 2 must be further specified to elicit more properties, possibly 
revealing further ambiguities and shortcomings. Also, some industry surveys will be done. 
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Abstract 

 
The Fourth Industrial Revolution (4IR) determines the industry readiness to digital 

transformation, aiming for sustainable and viable systems. Complexity is another character 
of the 4IR and complexities of the transition to digitalisation ought to allow for a common 
and coordinated understanding of the actions. It is often hard to develop complex systems, 
because of their complicated behavior, however, it is necessary to understand the complex 
requirements of the system to facilitate successful implementation. An important 
component of the 4IR is the cyber-physical system (CPS) and in this paper we investigate 
CPS frameworks for industry 4.0. Cyber-physical systems are technological systems that 
integrate cyber space with physical processes. Sensors and actuators are used to gather and 
distribute this data in real-time. On the strength of a literature review on Cyber Physical 
Systems we ascertained that these systems, owing to 4IR complexity, each caters for 
different CPS aspects. We identify desirable properties of a comprehensive 4IR CPS with 
future work being the development of such a framework, followed by the validation thereof 
in industry. 
 
Keywords: Fourth Industrial Revolution (4IR) Cyber Physical System (CPS), Sustainability, 
Interoperability, Self-awareness, Self-maintenance, South Africa. 

 
Introduction 
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The first industrial movement based on steam power began in England in the mid-
eighteenth century. Thereafter, the development of mass production and electrical energy 
emerged, followed by the development of Information Technology (IT) and electronics, 
which allowed for production systems to become more efficient (Gleason, 2018). The 
German manufacturing industry initiated talks about a fourth industrial revolution in the 
early 2000s and in 2011 the  Industrie 4.0 Working Group (2013) Academy of Science and 
Engineering formed the term ‘Industry 4.0’. 

 
Baweja, Donovan, Haefele, Siddqi & Smiles (2016) indicate that the Fourth Industrial 

Revolution is aimed at further promoting automation and connectivity. Li, Hou & Wu (2017) 
concur with digital technology being the driving force for the Fourth Industrial Revolution. 
However, according to Öberg & Graham (2016), industry 4.0 is the  connection, relationship 
and interaction of intelligent objects, through smart networks and systems. Hofmann and 
Rüsch (2017) defined the fourth industrial revolution as a flexible network connection of 
products and services that are automated, self-optimised, controlled, and decentralised to 
make autonomous decisions. Additionally, the 4IR facilitates interconnectedness and 
computerisation of the traditional industry (Lu, 2017). Therefore, the fourth industrial 
revolution is about process automation and digitisation, and the use of electronics and 
technologies (Roblek, Meško & Krapež, 2016). It, therefore, promotes a technology change 
from manual services to digitised, automated, and decentralised services. 

 
The fourth industrial revolution is most prevalent in manufacturing in that it is 

rapidly redefining manufacturing and production processes in centralised ICT-based 
systems to a decentralised model (Park, 2018). The aim of decentralisation is to enable 
companies, staff and even (autonomous) machines to make their own decisions instead of 
being dependent on a centralised computing system (Kamble, Gunasekaran, & Gawankar, 
2018a). The Fourth Industrial Revolution also aims to facilitate connectivity between 
humans and machines and between machines and machines, all based on analysing and 
monitoring how these entities connect and interact (Park, 2018). The 4IR, therefore, 
embraces the latest technologies to combine the digital world and the physical world, all 
through the power of information technology (Manavalan & Jayakrishna, 2019). 

 
Cyber-physical systems (CPSs) are central to the components of the 4IR. CPSs embody 

the integration of hardware-related devices mixed with intelligent networks and artificial 
intelligence. CPSs include aspects of interoperability; virtualisation; Internet of Things (IoT) 
and the Industrial Internet of Things (IIoT); cloud computing; and above all, machine to 
machine (M2M) communication, human computer interaction (HCI) and general aspects of 
human and machine communication and cooperation. Consequently, this paper aims to 
analyse the various frameworks that have been proposed for CPSs and on the strength of 
such analyses, propose an enhanced framework, considering, amongst other the advantages 
and disadvantages of these frameworks. 

 
Research Questions and Objectives 

 
Our research aims to answer the following research questions (RQs):  
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• What are the prominent Cyber Physical System (CPS) frameworks of the 4IR? 
(RQ1) 

• What are the advantages and the disadvantages of the above frameworks? 
(RQ2) 

Consequently, our objective is to: 
• Identify the building blocks of a comprehensive CPS framework based on the 

strengths of the frameworks identified. (OBJ) 
 

Research Methodology 
 

Our research methodology is based on the Saunders et al.’s (2019) Research Onion 
depicted in Figure 1. 

 
Figure 1: Research Onion (source: Saunders et al., 2019) 
 
Following the onion from the outer layer to the innermost layer, our research 

philosophy is essentially interpretivist since we are interpreting literature text and cyber-
physical system diagrams. Since we are synthesising the properties of an enhanced CPS, we 
follow an inductive approach to theory development. Follow-up work will involve a survey 
among stakeholders and practitioners to enhance our framework and validate certain parts 
of it. Owing to the literature text and diagrams, our methodological choice is qualitative. 
Future work will involve a formal specification of the new CPS diagram hence a pseudo-
quantitative approach will be added. The strategy followed is case study-based in the light 
that we view the different cyber-physical systems as cases. Our time horizon is cross 
sectional since this research is conducted over a shorter period than what would be 
associated with a longitudinal study which typically covers many years. The techniques and 
procedures with respect to data collection and analysis is through the literature, hence the 
development of a conceptual CPS framework. Literature may, therefore, be viewed as 
secondary data. 
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Literature Review 

 

Introducing the 4IR 
 
As indicated, technologies embedded in the fourth industrial revolution became 

important topics being discussed in recent years. Hope (2016) defined seven fundamental 
4IR concepts; these are: Industry 4.0 as a smart factory; Cyber Physical Systems; 
procurement- and distribution systems; self-organisation; product development and 
services; and corporate social responsibility (CSR). Szozda  (2017) in turn divided the 
industry 4.0 components into four groups: data and connection, human-machine 
interactions, analytics and artificial intelligence and automated machine. 
Additionally,  Pilloni (2018) defined three industry 4.0 components as innovation elements, 
namely, ubiquitous Internet access, advanced data analysis and M2M communications.  

Hermann, Pentek & Otto (2016) and Roblek, Meško & Krapež  (2016) defined four 
industry 4.0 components. These are: Smart factories, the Cyber-Physical-System (CPS), 
Internet of Things (IoT), and Internet of Service. According to Vaidya, Ambad, & Bhosle 
(2018) the four industry 4.0 components as drivers of Industry 4.0 are Internet of Things 
(IoT), Industrial Internet of Things (IIoT), Cloud-based manufacturing, and Smart 
manufacturing. From these, and as indicated before, connecting the physical world with 
information systems is an important objective of the fourth industrial revolution. 

Despite its importance, the adoption of an Industry 4.0 framework by companies 
emerged as a challenge. Consequently, we consider in the following section a number of 4IR 
cyber-physical frameworks from the literature; we identify the strengths and weaknesses of 
each framework and suggest an enhanced framework to embody the strengths and eliminate 
the weaknesses of the said frameworks. 

 

Fourth industrial revolution frameworks 
 

Owing to its sheer size, numerous frameworks to describe various components and 
viewpoints of the 4IR have been proposed. Both Morrar & Arman (2017) and Kamble et al. 
(2018) suggested frameworks for a sustainable Industry 4.0, while a comprehensive 
interoperability framework for the 4IR was suggested by Lu (2017a).  

The main building blocks of a generic cyber-physical system was identified by Boulila 
(2019) and a framework for a generic cyber-physical system was defined by Arafsha et al. 
(2019). With respect to specialised frameworks we note that Fatorachian & Kazemi (2018) 
defined a framework for the operationalisation of production processes, Wang et al. (2013) 
defined a framework for an indoor comfort control system. 

A self- aware and self-maintenance machines cyber-physical system framework is 
defined in Lee, Bagheri, & Kao (2015). Naturally, self-awareness and self-maintenance 
capabilities are particularly important 4IR properties of an entity or a process.  

We note that the literature reports on numerous other cyber-physical frameworks, 
but a comprehensive review of the CPS literature identified four (4) most prominent 
frameworks. These are the frameworks for a sustainable 4IR; generic CPSs; Interoperability; 
and self-awareness- and self-maintenance. 
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We subsequently analysed and evaluated the above frameworks with respect to their 
properties and characteristics to arrive at a specification for a comprehensive CPS 
framework.  
 

Sustainability 

Owing to the importance attributed to sustainable industries we start with a 
comprehensive framework for a sustainable 4IR in Figure 2. 

 
Figure # 2 

A framework for a sustainable Industry 4.0 (source: Morrar & Arman, 2017) 
 

 
 
The Figure 2 sustainable framework embodies numerous aspects with respect to 4IR 

technologies, Processes and Sustainable outcomes in agreement with the 4IR technologies 
in Bayode et al. (2019). It furthermore includes economic aspects, automation, 
environmental issues, human-machine collaboration, 4IR principles and the like. 

Possible disadvantages of the sustainability framework are its explicit absence of 
Artificial Intelligence aspects, for example intelligent neural networking, formal business 
process specification (van der Poll & van der Poll, 2022) and fog- and edge computing as 
explicit refinements of cloud in which a cloud-based service is provided for closer to the user, 
accessible through the Internet. Linked with the AI absence are aspects of smart technologies 
– smart- manufacturing, homes, buildings, aerotropoli (Lukas & van der Poll, 2022) as well 
as specific accounting aspects for environmental protection. Protection could imply, for 
example, environmental management accounting (EMA) considerations (van der Poll, 
2022a), but these would then be explicit.  
 
Generic Cyber Physical Frameworks 
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A comprehensive generic cyber-physical frameworks have been defined by Boulila 
(2019) and Arafsha et al. (2019). The Arafsha et al. (2019) framework depicted in Figure 3 
is arguably the more comprehensive framework of the two, hence our inclusion of this one. 

Figure # 3 
Generic Cyber physical system framework (Arafsha et al., 2019) 

 

 
 

The Figure 3 framework is likewise comprehensive with respect to a generic cyber-
physical framework. Numerous aspects and concepts are addressed, viz. cloud computing, a 
DBMS, virtualisation, profiling, communication, encoding and decoding, sensors, and so 
forth. It is clear this framework is geared more towards the physical aspects of the 4IR, yet 
some omissions are apparent. 

While the database approach through a DBMS is shown, the newer idea of a data 
warehouse (Mbala & van der Poll, 2020) is absent, or at least implicit. Fog- and edge 
computing as specialisations of cloud computing should also be included. Software aspects 
as in the sustainable 4IR framework in Figure 3 should be given cognisance. It is not clear 
how a link with these would be provided. 

Next, we consider an important 4IR property, namely, interoperability mentioned in 
the Figure 2 framework above. 
 

Interoperability as a 4IR Property 

 

Numerous standard properties are carried forward into the 4IR. These include 
virtualisation, decentralisation, and interoperability to name but a few. Interoperability 
remains an important property, so much so that an entire 4IR framework in the literature 
has been devoted to it. Such framework is depicted in Figure 4. 

 

Figure # 4 
Framework of interoperability (Lu, 2017a) 
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The interoperability framework is a colourful structure around integrated aspects 
which include things (presumably the IoT), data, services, and people. Towards the inner 
circle we have numerous smart aspects (an omission mentioned with the Figure 2 
framework gone before). Towards the inside we have the CPS (Cyber Physical System) and 
CPPS (Cyber Physical Production System) which is a specialised CPS. Principles of 
accessibility, security, open-source software, interoperability (refer Figure 4), 
operationality, systems aspects, and so forth are given cognisance. 

As alluded to, the interoperability framework is likewise comprehensive, but pays 
attention to aspects of interoperability only. The other aspects in the Figure 2 and Figure 3 
frameworks are absent. The aspects of these frameworks should be incorporated or at least 
acknowledged. 

Our last framework to be discussed is on self-awareness and self-maintenance (self-
healing in the case of living being) aspects. As acknowledged before, these are vital aspects 
of any 4IR entity. 
 
Self-awareness and self-maintenance 

 

A self-awareness and self-maintenance 4IR framework is presented in Figure 5. It 
gives cognisance to physical (machine) aspects as well as the computational space. It is 
aimed at learning about the physical world and giving feedback in order to initiate a self-
maintenance phase. The framework, albeit it being relatively simple, presents a very 
important aspect of the 4IR, namely, minimal maintenance of a system. This could indeed be 
the starting point for human-machine interaction in the post 5IR in which humans and 
machines might be combined into superior beings. 
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Figure # 5 
Self- aware and self-maintenance machines cyber-physical system framework 

(Lee et al., 2014) 

 
The major drawbacks of the Figure 5 framework is its lack of detail. We recognise that 

the complexity of a self-aware and self-maintaining framework could be well beyond the 
scope of this paper, yet we would have liked to see more detail for the inner blocks. If does, 
however, elicit knowledge management aspects not mentioned in any of the other 
frameworks. 

The presentations in this section provide answers to our research questions RQ1 and 
RQ2. 

 
Towards a Comprehensive 4IR Cyber Physical Systems Framework 

 
Throughout this paper we indicated numerous 4IR aspects, entities, and properties 

of 4IR CPSs. We identified these through an analysis of the frameworks discussed above and 
others, covering “non-mainstream” considerations. Following the analyses of all these we 
synthesise desirable aspects, properties, technologies and so forth of a comprehensive 4IR 
CPS framework as indicated in Table 1. 

 

Table # 1 
4IR CPS Framework Aspects and Instances 

Aspect Instances 

ACTIONS/OPERATIONS 

Sensor handling 
Simulation, Prototyping, Specification, Reasoning 
Communication 
   Multilingualism 
   Machine to Machine (M2M) Collaboration 
   Human to Machine (H2M) Collaboration (HCI) 
Integration 
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Aspect Instances 

Data (Encoding/Decoding) 
  Things (IoT, IIoT) 
  Services  
  People 

CONCEPTS 

Environmental Protection / Conservation 
  Green 4IR, EMA 
Data Management / Integration 
  DBMS, Data Warehousing  
  Knowledge Management 
Big Data Analytics 
Automation 
Economic Aspects 
Smart 

ENTITIES/THINGS 
Actuators, IoT, IIoT 
Sensors 

TECHNOLOGIES 

Cloud Computing, Fog Computing; Edge Computing 
Multi-dimensional Printing 
  3D Printing 
Augmented Reality 
Robotics 
Profiling 
Smart 
  Products, Building (House), City, Factory, 
  Manufacturing, Grid, Transportation (Aerotropoli) 
Security 
Machine Health 
  Self-awareness 
  Self-maintenance 

Table #1 meets our research objective, OBJ in Section 1.2. 
 
 

Conclusion, Discussion and Managerial Implications 
 

A comprehensive 4IR framework for CPSs would be large and necessarily have a 
different structure than those discussed above, so we present our synthesis in the form of a 
table with desirable components, rather than developing a diagrammatic framework like 
those gone before. Our synthesis is divided into four main groupings – ACTIONS/OPERATIONS, 
CONCEPTS, ENTITIES/THINGS, and TECHNOLOGIES. These denotations stem from a qualitative 
analysis of the said frameworks in Section 3. 

The parts in blue text indicate aspects that do not stem from the frameworks 
analysed, but which we deem necessary to be part of a modern, 4IR CPS framework. Some of 
these, for example, Environmental Management Accounting (EMA) was identified from other 
sources (e.g., van der Poll & van der Poll, 2022). The italicised entries indicate links to similar 
aspects in other parts of the table. 
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Owing to the interpretivist philosophy and qualitative research choice, some 
categorisations could have been done differently. For example, the IoT could be both a 
“thing” (the Internet of Things) or a technology; likewise, Smart could be a concept or a 
technology, or both. Be that as it may, a subsequent phase of our work would be a survey 
among stakeholders and practitioners in industry to enhance the framework to be developed 
as well as to validate and change certain design decisions taken. The future work section 
elaborates on these aspects. 

In this paper we presented the fourth industrial revolution (4IR) as the new 
revolution following on the 3rd ICT-based revolution. In the 4IR humans and machines are 
expected to work closely together. Cyber Physical Systems (CPSs) form an important 
component of the human-machine interaction and a number of conceptual 4IR CPSs were 
introduced, and their advantages and disadvantages were identified. It became clear that 
many of these CPSs cater for specific parts of the 4IR only, hence we suggested the need for 
a more comprehensive CPS based on the strengths of the said frameworks. To this end the 
necessary components of such a framework were identified and captured as Table 1. 

Future work may be pursued in a number of directions: In our analyses we used the 
most prominent CPS frameworks in the literature and for reasons of space omitted the 
specialised frameworks, e.g., manufacturing frameworks. Future work could include these 
frameworks, thereby enhancing Table 1 and transforming it into a diagrammatic notation. 
Following such initiative, a research instrument in the form of a qualitative interview guide 
will be developed and administered to stakeholders and practitioners in the business world. 
Naturally, the necessary ethical clearance will be obtained beforehand. 
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The study aims to conduct a critical review of the research on tourism online reviews 

to identify its main foundation of quality/contextual base and their future outcomes of pre-
travel orientation. A Preferred Reporting Items for Systematic Reviews and Meta-Analyses 
(PRISMA) method was conducted in this systematic literature review by gathering of 37 
peer-reviewed quantitative papers from 2009 to 2021 in top-tier hospitality and tourism 
journals regarding to only content-based attributes to analyze and synthesize the findings 
and outcomes. The literature review provides a coherent and comprehensive picture that 
the focus of quality/contextual aspect of online reviews has been highly appreciated these 
days in tourism sector due to an enormous given sources with asymmetric contents and a 
limit of transparency on virtual world. It also illustrates the heterogeneous frameworks, 
conceptualizations, models, research methods and theories primarily presented from socio-
psychology and information communication systems. The lacking of qualitative research 
analysis for tourist’s insights and travel orientation, and situational consequences of COVID-
19 in tourism could orientate a valuable baseline for future reviews of content characteristics 
and traveler responses. The originality of study gives an inclusive review as standpoints of 
scope, methodology and coverage the body of literature in content-based attributes of online 
reviews and its influence to behavioral responses and further outcomes in tourism research. 
 
Keywords: Social media, Online review, eWOM, User-generated content (UGC), PRISAMA, 
Tourism, Travel intention, Tourism experience, Vietnam. 

 

Introduction  
 

Social media is examined as an Internet-based platforms and applications that 
created on technological and ideological groundwork of Web2.0 allows internet users to 
obtain, exchange the information and relevant ideas; and even create their own ones known 
as User-generated content (UGC) for online review or feedback (Ayeh et al., 2013; Xiang et 
al., 2015). Online reviews or travel-related information from consumer-generated content 
on media channels are importantly concerned to hospitality and tourism industry for general 
and travel purposes for individual (Hur et al., 2017) as particularly in virtual interaction, 
sharing of opinion, information and experience; and even impact on traveller’s decision 
making process (Filieri & McLeay, 2013). UGC has gradually turned into an every powerful 
tools for travellers to monitor and gather information needed for their trip decision (Ukpabi 
& Karjaluoto, 2017). Recently, most travelers favorably read the reviews or feedbacks about 
particular destination or accommodation before making decision on their trip with 80%; and 
even they have no idea on decision for specific hotel without reviews with 53% (Tsao et al., 
2015). Also, the surfing on reviews or comments for travel tips written by travelers is 
gradually the important online activities during planning behavior process (Mendes-Filho et 
al., 2018).  

 

The rapid advancement and development of technology and online contents could 
boost customer awareness about particular brands of products and services, evenly tourism 
destination or image (Kim & Park, 2017). However, Buhalis and Michopoulou (2011) claims 
the volume of generated information is generally counted as enormous on social media tools. 
Consumers may therefore find the information invaluable and unnecessary to evaluation for 
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their use (Dedeoglu, 2019). This may create the barriers for the users to match their specific 
needs and demands at the searching; even for marketers to get approach to their potential 
customers by product-oriented awareness. In addition, there is an increasing inadequacy of 
empirical studies for evaluation in online message contents regarding to travel information 
Content bseeking and acquisition progress and also purchase influence (Ukpabi & 
Karjaluoto, 2018). In relation to online generated content by prior experienced travelers, the 
consequences are currently occurred as asymmetry of given information and opportunistic 
behaviors on virtual platforms among online users (Park & Nicolau, 2015). Therefore, this 
paper has been conducted to fill these gaps in literature in regards content-based 
characteristics in tourism information; and get reaching the core values of UGC for not only 
experience and practical on consumers but also tactical strategy on tourism businesses. 

 

Hence, our study aims to systematically identify and synthesize the existing 
literatures with key theories, conceptual frameworks, and approaches with an emphasis on 
content-based characteristics in tourism information reviews, and bibliography details from 
previewed studies. Next, given the aim is to examine the core values of UGC indicated as 
quality/contextual characteristics in which criticize travelers in pre-trip preparation and 
information seeking behaviors.  

The study particularly gives four significant contributions to the literature. First, the 
originality value indicates as one of the first review papers focused specifically on 
quality/contextual characteristics of online message contents as central orientation when 
consumers are in need of travel-related information searching and decision making. Since, it 
importantly provides a concrete theoretical baseline by synthesizing existing knowledge 
regarding online generated contents on social media and consumer responses (Ukpabi & 
Karjaluoto, 2018). Second, the ability of PRISMA with a road map among relevant papers 
provides the insights into current progress of UGC in tourism research, and outstanding 
benefits on new or beginning researchers in traveler-generated content and its influences. 
Third, the analysis quantitatively and systematically harmonizes the findings of previous 
reviewed papers by various aspects in tourism. Chung and Koo (2015) found that Argument 
quality had no significant relationship to travel information adoption and customer intention 
for their trip. In other points, Wang (2015) and Hur et al. (2017) revealed that Argument 
quality is strongly associated to usage intention of information sharing and destination visit 
or WOM. Fourth, the discussion of online generated reviews offers insights into how scholars 
and practitioners can elaborate quality aspects of UGC in a more practical approach for 
tourism content-based behavior research extension as well as provides suggestions as to 
how travelers and prior travelers can augment the richness of tourism information and 
support their behavioral responses and further engagement. 

 

Literature Review 
 
Information and communication technology (ICT) and its expansion, which 

dramatically improved these days, is believed as one of the most significant factors change 
the way customers interact and communicate (Ukpabi & Karjaluoto, 2017). Hence, an 
individual who is satisfied with those obtained is likely to recommend to their friends, 
colleagues or relatives and so on (Kimmel & Kitchen, 2014). Online consumer reviews in the 
work of Sotiriadis (2017), moreover, is strongly suggested as an informal communication 
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tool directly reached at users through Internet-based platforms which involved to “the usage 
or characteristics of particular good and services, or their sellers” – one of the key attributes 
of electronic word-of-mouth (eWOM). In term of tourism perspectives, online consumer 
reviews deliver customer-driven materials and information about products and services 
accompanied; and even interacting with other Internet users by suggestions or 
recommendations about them both negatively and positively (Zhang et al., 2010; Zhao et al., 
2015); and noticeably influential determinant on their decision making process for accuracy 
(Sotiriadis, 2017). Besides, UGC are essential used in variety of sector as perceived price and 
service quality evaluation (Liu & Lee, 2016), location for the favorite attractions, foods and 
entertainments (Lee et al., 2012) and even others for acceptance of social aspects (Sotiriadis 
& van Zyl, 2013). Also, consumers utilize for their expression their favorable satisfaction or 
unfavorable dissatisfaction about given products and service through generated content 
(Ukpabi & Karjaluoto, 2018); and to read, exchange and share the experience content to 
others. 

 
Research Methodology 

 

The PRISMA approach  
 

This paper decisively directed on the fundamental substance of PRISMA (Preferred 
Reporting Items for Systematic Reviews and Meta-Analyses) flowchart adapted from Moher 
et al. (2010) to examine existing researches since it support to gain attention of research in 
tourism and hospitality sector (Khoo-Lattimore et al., 2019; Kim et al., 2018; Yang et al., 
2017). The Prisma-P indicator was mainly described as “to guide the development of 
protocols of systematic reviews and meta-analyses evaluating therapeutic efficacy” 
(Shamseer et al., 2015, p. 2). PRISMA review differentiates from two others in which 
accentuates the increasing transparency and accuracy of literature reviews process by four-
consecutive-phase diagram and 27-item checklist consisting of Identification, Screening, 
Eligibility, and Included (Pahlevan-Sharif et al., 2019). In recent tourism researches, the 
systematic review is feasible under five steps explicitly including (1) identifying knowledge 
gaps and research objectives; (2) defining the sort of key words, databases and criteria of 
selection related to the review; (3) searching and filtering the searched outcomes versus 
given criteria and then refining of inclusion and exclusion, additional reasons of exclusion; 
(4) extracting eligible materials from searched in a summary table; and finally (5) 
synthesizing and delivering the conclusion (Le et al., 2019) 
 

Process of systematic review  
 

For the purposes, this review-based phenomenon developed to fulfill the aims 
through a review protocol including resources of information searching, databases and 
screening criteria. Firstly, the current paper is represented by some requirements by seeking 
out the multiple keywords towards travel-related UGC as “User-generated content”, “online 
reviews”, “tourism destination choice”, and its related supporting. In particular, UGC in 
tourism reviews is also emerged from other theoretical background and relevant bases as 
the otherness including “content-based analysis” and number of alternatives as “tourism”, 
“online experience reviews”, “eWOM in tourism”, “social media”, “mining generated content”, 
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“consumer engagement in travel review”, “virtual online review sharing”, and “adoption of 
UGC in tourism”. As consequences, the searching could take place in any combination of 
abovementioned keywords for further appropriate extension.  

 

Secondly, the selection criteria of literature should be evaluated as written in 
international language as English, peer-reviewed academic journals, and published during 
the period of 2009 until the end of 2020 for quality and credibility. These of non-journal 
publications are excluded from selection in order to ensure the appropriateness of review 
analysis standards, such as books, book chapters, book reviews, conference papers, trade 
sources, newspaper or magazine articles, a documentary film or even a document published 
by government. Then, the articles for this review are gathered from published peer-reviewed 
journals indicated relevant online generated-content towards tourism. Next, the date range 
are also set to the search in order that any eligible publications from criteria would be 
identified regarding to the published year.  

 

Thirdly, the PRISMA flowchart adapted from Moher et al. (2010) was implemented 
with several modifications to enable the efficiency of the searching process (see Fig. 1). More 
explicitly, all the papers published until the end of December 2021 in tourism and hospitality 
journals followed the top ranking lists such as Web of Science which developed and 
produced the Science Citation Index (SCI), Social Sciences Citation Index (SSCI), Association 
of Business Schools (ABS),  and Scopus. Then, the main keywords and any combination of 
otherness are implemented horizontal searching firstly on Google Scholar and Web of 
Science for totally possible journal articles in relevance.  
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Figure # 1 
Modified PRISMA Flowchart. Source: Adapted from (Moher et al., 2010) 

 
 

Results 
 

Descriptive analysis of the reviewed articles  
 

The majority of the articles were utilized to gather the findings and results from top 
ranking peer-reviewed journals in tourism and hospitality industry. There are some 
illustrations for number of articles in which belongs to each journal used in this review as 
Tourism Management, Computers in Human Behavior, and International Journal of 
Contemporary Hospitality Management with 7 (18.9%), 4 (10.8%) and 3 (8.1) papers as the 
top rankings respectively. Then, it is followed by group of 2 (5.4%) papers for each including 
Journal of Travel Research, International Journal of Hospitality Management, Telematics and 
Informatics, Journal of Destination Marketing & Management. The sum of final group 
indicated as 1 (2.7%) paper for each among the remain of journals as the top ranking 
supported research of tourism industry with lower usages. Then, the information also shows 
the eligible publications in relevance used to functionally review and analyze the literature 
by significant points of year during 2009 – 2021; especially the majority of journals are 
published in the duration of 2015 – 2017, especially highest quantity of papers in 2015. 
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All papers are built on the theoretical bases from distinct and heterogeneous models, 
theories, and frameworks as eWOM by 25% for 9 studies, ELM by 19.4% for 7 studies, TAM 
by 16.7% for 6 studies, TPB by 11.1% for 4 studies, Source credibility theory (SC) by 8.3% for 
3 studies, Heuristic-systematic models, Prospect theory by 5.5% for 2 study; Trust theory, 
Value-based adoption model, Mental accounting theory, Motivation theory, The expectation/ 
disconfirmation theory, Use and gratification theory, Cognitive theory, Uncertainty reduction 
theory, Social identity theory, Attribution theory, Classic ideal point concept, Homophily and 
similarity-attraction theory, Destination image theory by 2.78% for 1 study respectively and 
the remaining of Not available theory in the text (N/A) by 11.1% for 4 studies. Specially, the 
base of eWOM is mainly applied and considered as the core framework by various constructs 
and models in relevance. Continuously, the group of selected papers is divided into two 
sections as tourism and hospitality-based journals of 66.7% for 24 studies and non-tourism 
journals of 33.3% for 12 studies at rest. Importantly, all of these given journals are measured 
at high reliable index and ranking of relevant sector and industry. In term of methodology, 
the majority of studies was conducted and tested for validity and hypothesis confirmation 
by Structural equation modeling (SEM) of 38.9% for 14 studies; Partial Least Squares (PLS-
SEM) of 11.1% for 4 studies; TOBIT regression of 11.1% for 4 studies; Analysis of Covariance 
(ANCOVA), Analysis of variance (ANOVA) of 5.5% for 2 studies correspondingly; Negative 
Binomial Regression, Logistic Regression, Regression analysis, Multiple causes model 
(MIMIC) and others for of 36.4% totally. Additionally, in many categories of content-based 
tourism research, there are numerous opinions through each author in their description and 
illustration for further review-scaled extension. 
 
Content-based attribute analysis of online review content  

 

This literature review paper provides many valuable insights and prediction of 
outcomes for further comprehension in tourism research towards online generated content.  

Sparks and Browning (2011) and Ye et al. (2011) convince the level of trust, the side 
of online reviews judged as overall low/bad, booking intentions were moderately high in a 
positive frame versus negative frame. The empirical finding of positive side also reduce 
cognitive load after reading online reviews; and gain the indexes of room sales. With similar 
context, perceived trustworthiness and tourist’s involvement (information intensity, 
hedonic aspects and utilitarian values) critically related to holiday choice and booking 
intention (Munar & Jacobsen, 2013) and easy-to-process graphic information or categorical 
information in booking (Zhao et al., 2015).  

Wang (2012) examines the building affective images (generating empathy, 
experiencing appeal), building cognitive images (providing guides) and facilitating 
interpersonal interactions (social influence, cyber community influence) were positively 
influenced readers’ perceived destination image on travel blog; and also found to be strong 
predictor of traveler’s behavioral intention. Subsequently, other provides the role of ELM 
variables as argument quality heightened customer perceived usefulness, whereas source 
credibility amplified both social relationships and perceived usefulness during travel 
information seeking (Chung et al., 2015). The study of Wang found that argument quality is 
validated the impact on traveler’s attitude and intention, not recommendation WOM 
behavior. Inversely, source credibility – peripheral route of ELM has influence neither tourist 
attitude nor visit intention; but positive relationship to recommendation behavior (Wang, 
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2015). Besides, customer satisfaction and egoistic needs are not associated to eWOM 
intention, but interacted with perceived usefulness and behavior (Yang, 2017). The recent 
study of Chen and Chang (2018) predict the constructs of rating and rating volume have 
insignificant/significant relationship to purchase intention and perceived value respectively 
for choosing Airbnb accommodation. 

The joint impacts of main constructs are investigated as the new contributions to the 
level of helpfulness of reviews including conformity, understandability and expressiveness 
review text (Korfiatis et al., 2012), diagnosticity (uncertainty and equivocality) and 
credibility (trust and expertise) of eWOM (Weathers et al., 2015), review expressing (Fang 
et al., 2016), review sentiment in writing style (Agnihotri & Bhattacharya, 2016), 
uninvestigated aspects of eWOM as average number of concepts per sentence, number of 
concepts per review (Qazi et al., 2016), a view of information quality as linguistics, semantics, 
sentiment, source (Xiang et al., 2017).  

In other points, consumer perception of credibility and their initial trust are 
important concerns of travel-related services. Kusumasondjaja et al. (2012) revealed in their 
study show that negative side is more trustworthy than a positive review; even reviewer’s 
identity is disclosed. Next, the attributions of service quality and controllability of service 
delivery are importantly influenced positively by core services and negative/positive 
direction, framing and rating of online reviews (Browning et al., 2013). Finally, the significant 
role of aesthetics and TAM constructs, interactivity trust and homophily is validated in 
contribution to co-creation travel experience (Lam et al., 2020). The results highlighted that 
the higher co-creation experience would create a positive cognitive image towards the 
destination which enables to fill theoretical gap among co-creation, online reviews, and 
travel image research. 
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Figure # 2 
 Summary of research domains of behavioral responses and outcomes by 

content-based attributes of online content reviews 

 
 

 
Conclusion, Discussion and Managerial Implications 

 

The scholarly papers examined in this study present a cross-tabulation among 
relevant standards as a limited number of publications in 2009 – 2012. The results revealed 
the beginning of generated content rarely focused on orientation of central or systematic 
route to obtain more customer insights, instead of having emphasis on other comprehensive 
constructs, marketing and communication, branding and even tourism marketing strategy. 
Subsequently, the tabulation unceasingly revealed the majority of papers published 
regarding to content-based effort-full analysis mainly on 2015, 2016 and 2017 by highest 
percentage among given scale of year. Several reasons are acceptable to conclude that the 
emerging development of online content reviews sharply increased in this period and 
influential in larger scale of personal experience and value, pre-travel stage with intelligent 
plan, content usage and sharing intention, destination image and even co-creation 
experience. Next, the abovementioned content-based analysis also gave more contributions 
into prediction of consumer persuasion, their adoption and attitude during online 
information processing and information seeking behavior. The recent period of 2018 – 2021, 
there were numerous papers of online information process which examined the fresh 
aspects of consumer due to the changing marketing communication environment, 
personality and especially constant situational events. For openly, the consequences of 
natural disaster and health-related COVID-19 outbreak give a variety of opportunities for 
researchers to drive consumer behavior changes within other aspects than tourism and 
hospitality industry. 
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The review of content-based papers provides the direction to enlighten the quality 

aspects of online contents in fostering consumer behavioral engagement and response for 
further future decision. A roadmap of reviewed papers supports consumer’s comprehension 
of content characteristics to process given information intelligently and also contribute their 
co-experience on virtual platforms from both travel-users and travel-creators respectively. 
Hospitality and tourism practitioners can appropriately adopt these quality aspects of 
content that fit their prominent values to target customers. For examples, hotels or 
destination managements could encourage prior tourists contributes their sharing and 
experiences to get more rewards in the next trips. Continuously, the relevance of UGC as 
“cloud” tourism could help firms and individual travelers gain their perceptual selectivity 
and decision in tourism products and activities, health-related information, situational 
concerns and protection policies and restrictions during COVID-19.  
 
Theoretical implications 

 
This study makes important contributions to content-based tourism research. First, 

our study found that the adoption of UGC through the quality constructs contributes to the 
body of literature and its influential motives to the bases of consumer behavioral responses 
and further behaviors. For details, the research outcomes thoroughly provide the valuable 
base-lines including intention to book travel services, intention to visit, intention to surf on 
Internet sources and travel agents, eWOM activities and information sharing or contribution, 
and especially information seeking behaviors in pre-travel stage. These outcomes are 
expected to enlighten in various scales and situational contexts of tourism research. Second, 
the role of perception of credibility (initial trust), attributions of services, helpfulness, and 
destination image and co-creation experience is in line of moderating and mediating position 
in travel information seeking process and intentional behaviors. Third, this review paves a 
better way for future researches on online generated-content and its influential outcomes 
through adoption on travel-related virtual platform by providing a conceptual framework. 
Additionally, this conceptualization is essential to be extended through consumer needs and 
awareness of information about health issues and pandemic consequences and relevant 
solutions in destination formation and travel planning  
 
Limitations 

 
The lacking of qualitative research analysis is less to strengthen thoroughly consumer 

insights and their consumption tendency towards travel products and services from online 
contents. In this paper, the mainstream of papers are only quality aspects of UGC for given 
travel products and services instead of marketer-generated content in order to comprehend 
the more extensive aspects of particular points of view in tourism sectors. Geographical 
dimension also contributes to the limitations of this review since the capability is of 
accessible countries in stably developing and developed countries, rather than other 
emerging areas on the world as Africa, South American, and Northern Europe and also 
specific areas with consequences of crisis and health-diseases in recent years.  
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Abstract 
 

There is a major gap in the demand of healthcare provision for vulnerable population 
in informal sector in Kenya despite the provision of universal health care.  Insurances that 
benefits the common person National Hospital Insurance Fund. (NHIF) had been 
manipulated to take care of only those who can afford and this has led to the existence of 
malpractices and systemic vulnerability within the people living in the slums and its 
environs that resulted to malpractice in health care provision, there is lack of experience or 
mere negligent in an individual’s professional behavior.  The study looked at the Adoption of 
business model in health malpractice in Clinics in informal sector - Uasin Gishu County. 
Kenya The study design was cross sectional descriptive survey. Data was collected through 
researcher designed self-administered questionnaire among health care providers in Health 
care facilities in Eldoret town Snowballing sampling method was used to get a target 
population of 84 health care providers.  Responses were collated into themes summarized 
into percentages using SPSS v 25 Microsoft excel. Findings show that majority of the 
healthcare providers (85.7%) had worked in health care setups with medical malpractice, 
factors identified as contributing to medical malpractice included staff motivation (85.7%), 
lack of knowledge and greed (35.7%). More research of a wider scope and strict 
methodologies is recommended to contribute on the existing knowledge on this topic.  
 
Keywords: Business Model, Health Malpractice, Clinics, Kenya. 

 

Introduction 
Health care provision has drastically changed and this may affect the countries future 

health care.  Emerging business models offer solutions that change prevention, diagnosis and 
cure of health conditions by use of Artificial Intelligence.  Massimo, Garbuiro, Nidthida Lin 1st 
published November 21, (2018). 

In Kenya health care profession is one of the professions that is heavily regulated, 
though still medical negligence are rampant and the offenders do not get 
punished.  Furthermore, where healthcare professions are criminalized, the proceedings 
brought about makes it difficult for a victim to bring up a civil claim for damages 

Medical malpractice law was developed by rulings in various state courts in the 
United States.  The name was derived from common law and they are relatively common 
occurrence in the United States as a result of medical malpractice lawsuits and the legal 
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system is designed  such that the patient is able to show that the physician acted negligently 
while rendering care that resulted in injury. 

Globally the greater pressure of the cost of health care around the world has been on 
the increase due to the growing shortage of medical doctors and nurses.  Providers argued 
that early detection and prevent and preventive care and people gaining knowledge for the 
need of the same has led to escalating costs of medical care.  In this case the study on 
Adoption of business Model in Health malpractice is relevant as the rising pressure of health 
care cost encourage patient to look for cheaper services and as a result this leads to several 
damages e.g. misdiagnosis and financial damages since the patient may not get better and 
will be forced to look for further treatment and this may also result to deterioration of the 
illness, time consumed when seeking for care, actual economic loss and non-economic loss, 
such as pain and suffering. 

What results to clinics in informal sectors in developing countries (Kenya) and 
Eldoret to be specific is Affordability, accessibility, availability and quality of healthcare 
services has been a concern to consumers of the services.  Developing Countries are still 
behind to reduce the cost and improve the cost of healthcare thus malpractice of health care 
provision sets in because of its being cost effective. 

 

Experience working in health care with medical malpractice 
 

It is mentioned that 3-16% of hospitalized patients suffer as a result of medical 
intervention, what is clearly proven is adverse effects of drugs administered to patients 
especially when the patient’s condition is wanting and has worsened.  This mainly appears 
in Intensive care unit (ICU) and other emergency departments where caregivers are anxious 
and would just want to see something being done to save the life of their patients. In this case 
1-7 adverse effects in medicines results in healthcare malpractice and claims given the cost 
of the management of the patient at that particular time.  Feeling that the patient may seek 
for law suit includes initial poor relationship with the health care provider and mostly in 
situations where the patient feels he is not being kept informed regarding his 
condition.  Oyebode F. (2013) 
 

Factors that work against the patient visiting hospitals in medical malpractice 
 

Institute of medicine defines medical malpractice as failure of a planned action to be 
completed as intended. Medical malpractice poses a serious threat to patient’s safety and 
this is a serious public health problem. Christakis N. A. (1997).  

There are increase of re-admission within 3 months after being discharged and 
improved communication between the patient and the healthcare provider may decrease 
adverse effects on patient. 

 

Patient visiting the hospital with new complaints of chest pain headache or lower 
back pain enable physicians to report high levels of malpractice.  Since this were considered 
as defensive diagnostic Lack of prognostic accuracy or even being able to evaluate the 
determinants of that accuracy and survival predictions are often erroneous. (Parkers (1972). 
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According to (Kristine Z. Pedersen (2021) a good number of patients admitted suffer 
from treatment caused injuries and the professionals have not been able to admit and 
address the problems for fear of punishment and disapproval by colleagues which inhibits 
reporting. 
 

Factors contributing to medical Malpractice 
 

According to the Institute of Medicine (IOM) defines the term “Medical error” as 
“failure in completion of a planned job as intended” (application error) or “ using a wrong 
plan to achieve a goal “ (planning error) (Kohn et al., 2000). 

 

The Joint Commission on Accreditation of Healthcare Organization (JCAHO) defines 
the concept of “medical error” as an inappropriate and unethical act or inadequate and 
negligent behaviour of a professional health care provider (Croke, 2003).  Damages that 
occur due to lack of skill or failure to provide treatment are known as medical errors. They 
are top priority problems that have to be solved throughout the world. (Temei, 2005).  In 
this case looking at factors that contribute to medical malpractice or error may have 
contributed by long working hours due the shortage of staff.  Extended working hours have 
effects on patient’s safety and also healthcare providers.  This escalated overtime and 
extended work shift results to poor performance and there is increased risk of making errors 
since it interferes with our mental alertness, human have limitation regardless of profession 
and this does not leave out health care providers.  Some if not most health care providers are 
up for their normal working day, at night they respond to their on-call hours and again up 
the next day as usual with normal duties.  This long working hours are disastrous to both the 
patient and medical practitioner.  If medical providers have ample time to even listen to their 
own bodies due to fatigue and if they can work less hours it may they can work less hours, it 
may be more advantageous to the professionals as well as the patients. 

 

In the same breath they get more time to plan and become more organized the whole 
day.  This may avoid the rushing to finish the work and then go elsewhere without handing 
over and living unfinished work to be carried over by the person taking over the shift.  In this 
case the health care provider also saves time to give reports to other shift. 

 

To some extend working hours does not play a major role in medical malpractice.  A 
medical practitioner may work for few hours though regardless of the number of hours work, 
the bottom line is how much workload is undertaken within the hours plays a big role in the 
patient and the health care providers safety. (Roger) A. E. et al 2004). 

 

Long hours working schedule also leads to sleep deprivation especially in High 
Dependency Unit (HDU) and this impairs neurobehavioral performance which results to 
medical errors which is a gap as no studies have measured its effects. Working longer hours 
in a high stress area will always increase the error rate.  For example, when there are 
shortage of staff and having to take care of many critically ill patients has been there from 
time in memorial.  It is only now that new people are looking at it differently. Medical care 
profession has been a prestigious career and employers are not supposed to complain of 
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workload this is why most hospital run for 24 hours with very few minutes breaks only when 
the staff are changing shifts. 

 

“Surprisingly Nurses have the responsibility of life and death every day and they are 
less respected and less paid than any other profession around despite the workload and long 
working hours.  Incase nurses are not equipped with information and the ability for 
protecting human health and life, errors become inevitable. 

 

Other reasons for medical errors could be shortage of Health care providers in the 
working environment, sleeplessness, hardworking condition, tiredness, lack of attention, 
undetermined job definition, unstable working hours, inappropriate physical condition and 
having a great number of patients to take care triggers of medical errors Akalin 2001; Ballard 
2003; Cebeci etal 2012; Bilazer et al 2008. 

 

Literature Reivew 
 

The study is guided by Structural theory and Organizational theory 
 

Social structural theory states that doctor patient conflict can be understood with 
reference to sociological aspects of professional care. Ironically structural theory is used for 
censoring purposes.  The aspect of doctor patient relationship whether in handling the 
patient well or having conflicting ideas can be understood in reference of sociological aspect 
of professional healthcare Mullis J. (1995).  The organizational structure and relationship 
distance especially in communication between health care provider and the patient are 
predicting factors on when malpractice claim will be made and resolved.  The variables on 
social structural help in explaining different patterns overally in malpractice experience 
which includes increase in claim rate being persistent and tolerance to medical injury, high 
income patients are more favoured than low-income patients’ reason as to why specialists 
charge high than general practitioners, reason why hospitals get sued disproportionately 
instead of individual doctors.  (Young C, C & Williams (2011). 

 

Organizational structure are the institutions with structural condition in medical 
malpractice.  Primary purpose of hospitals is to provide adequate structural and procedural 
components to deliver health care services that improve health.  Organization theory also 
provides a way of viewing, analyzing, understanding and improving organization based on 
patterns of organizational design and behaviours.  It informs the managers how to diagnose 
and fix organizational structure design and process problems Daft (2004). As a result, the 
outcome of this healthcare delivery process brings about failures due to malpractice as a 
result of not being able to adequately deliver health care and this is detrimental to health 
since the hospital health service delivery process has failed to attain the desired 
outcome.  Hospital managers have management responsibility in an expected manner to 
achieve its goal (Davis, Schourman and Donaldson (1997).  In this case there is clear 
indication of a degree of ineffectiveness in pursuit of the hospital goals as the outcome of an 
organization is malpractice. 
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A factor of hospital performance is acquisition and deployment of resources.  In this 
case both structure and process are highly dependent on the resources as well.  Defending 
medical malpractice claim is a drain on health care, financial resources, Adderson, Husseng 
waters (2005). 

 

Medical Malpractice in the provision of health care has been an issue of concern for 
several years and this brings about the business model in place due to the gaps in health care 
provision and lack of understanding amongst the patients who get attended as malpractice 
is by definition failure to meet expected standard of professional conduct Young (2005). 
Though if that is not enough.  It is also associated with reduced access to care and provision 
of healthcare cost raised.  Donabedian (1988) 

 

The institutions that practice medical malpractice has polarized the positions of the 
legal communities and this has led to medical errors also in Insurance crisis and performance 
Farber Henry (1990).  There are skyrocketing premiums due to greed and mismanagement 
of the insurance company and this goes in line with physician’s poor 
performance.  Regulatory to alleviate the high cost of unavailability of medical malpractice 
insurance is a crisis in itself.  The regulatory bodies have proposals for mitigation of rising 
premiums are the same ones who manipulates Blair RD (1988). 

 

Effects of medical liability systems in healthcare are not well understood by the public 
in as much as respondents believed that to be able to prevent medical errors it is important 
to sue medical practitioners engaging in the same and this will make doctors take care of 
their patients Mello MM. and student D. M (2006). 

 
 

Research Methodology 
 

Agents were asked to fill out a questionnaire and this included, having experience 
working in a health care set up with medical malpractice, basis of employment, Factors that 
work against the patient in medical malpractice, factors that contribute to medical 
malpractice, main contact person in medical professional malpractice.  The recruitment was 
done through snowballing by giving questionnaire to health care providers of different 
cadres and they inform on who else should be interviewed as a healthcare provider.  In a 
health care setting most times it becomes difficult to identify a health care worker and others 
who do administrative work in the hospital since staff members are always in lab coats. 

 
Results 

 
Table # 1 

Experience working in a healthcare setup with medical malpractice 
 

 Frequency Percent Valid Percent Cumulative Percent 
Valid Yes 72 85.7 85.7 85.7 
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No 12 14.3 14.3 100.0 

Total 84 100.0 100.0  

 

Table # 2 
Basis of Employment 

 

 Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid Permanent 6 7.1 12.5 12.5 

Contract/commission 36 42.9 75.0 87.5 

Volunteer 6 7.1 12.5 100.0 

Total 48 57.1 100.0  

Missing System 36 42.9   

Total 84 100.0   

 

85% of the participants had experience working in health care setup with medical 
malpractice.  This is a very huge percentage who said that even as you are working you are 
either on contract or on commission depending on how many patients you have introduced 
to the facility.  12% had not worked in a heath care setup with medical malpractice.  The 
result clearly shows that 43% of the employee were either on contract or paid on 
commission, 43% of the participants did not want to mention their basis of 
employment.  Permanent staff and Volunteers were the same at 7%.  This clearly shows that 
the permanent employees are very few and this may only comprise of the management team, 
while the volunteers did not have anything to loose or sworn not to mention whatever is 
happening. 

 

Table # 3 
Factors that work against the patient in medical malpractice 

 
Variable Selected Not Selected 
Manipulation of patient records 18 (21.4%) 66 (78.6%) 

Patient mismanagement 24(28.6%) 60 (71.4%) 
Inadequate resources 24(28.6%) 60 (71.4%) 
Lack of knowledge 12 (14.3%) 72 (85.7%) 
Greed 30 (35.7%) 54 (64.3%) 

 

Lack of patients’ knowledge 14% and health care provider not able to give an accurate 
diagnosis to evaluate prognosis to determine the accuracy and survival prediction are often 
erroneous (Parkers (1972).  Patients are not also aware that they have a right to know what 
they are suffering from and how their problem is going to be management. Lack of proper 
communication between the patient and the health care providers may decrease of increase 
the effects on patient. 
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Most injuries are caused by treatment being given to the patient who have been 
admitted either through wrong diagnosis, over or under dosing this may be due to the patient 
frequent re-admission may be in the same facility and the professional have not been able to 
admit and address the problems for fear of punishment and or being disapproved by 
colleagues. 

 
Manipulation of patient records 21% while Patient mismanagement and inadequate 

resources were both at 29%.  Greed was the highest having worked against patient in 
medical malpractice. Moore (2006) Review of patient’s medical records may not be core in 
this case it will be difficult to know if there is negligence or there are other factors at work 
that contributed to the problems. Organizational structure are the institutions with 
structural condition in medical malpractice.  Primary purpose of hospitals is to provide 
adequate structural and procedural components to deliver health care service and not work 
against the patient. Ho, B., & Liu, E. (2011) in his deliberation on lack of proper 
communication between the patient and the health care provider.  Breakdown of 
information leads to patient –physician not able to understand one another for an efficient 
communication. 

 

 
 
 

Table # 4 
Factors that contribute to medical malpractice 

 
Variable Selected Not Selected 
Lack of knowledge 24 (28.6) 60 (71.4%) 
Facility management 42 (50%) 42 (50%) 
Staff motivation 72 (85.7%) 12 (14.3%) 
Inadequate resources 30 (35.7%) 54 (64.3%) 

 

This study shows that lack of staff motivation came highest with 86% of the 
respondents due to harsh working condition environment, undetermined job description, 
low pay. Most health care providers do their normal working day, at night they are on call 
and then continue with their normal routine since they want to make money and what they 
do on a daily basis are undetermined, in this case with the low pay health care providers lack 
motivation to work and this results to malpractice. In similar experiences there were 
Incidents of raised levels of burnout and emotional exhaustion. Burnout may result to 
medical errors, quality of care, career dissatisfaction.  Burnout as much as it affects the health 
care provider it also affects patients’ safety since this leads to poor quality of service with 
minimal wage as a result health care malpractice sets in and more health care providers tend 
to look for easier ways to get money in this case the model of business is adopted in health 
care malpractice also due to lack of motivation.  Soydemir (2017) states that employee’s 
workload can lead to attention deficit, lack of motivation and fatigue.  In this case errors are 
perceived as acceptable and do not see the need to report.  M. Kramer (2010) lack of 



 

222 

motivation can result to insomnia, injuries, brings conflict with other members of staff, 
change of behavior and indulges in substance use, all these contributes to medical errors. 

Facility managers and their management were rated at 50% since they do not 
consider the work load and long working hours due to shortage of staff.  The health care 
providers get burnout and this results to sleeplessness due to sleep deprivation, tiredness 
and makes them lack attention to details. Most hospital have inadequate resources 36% for 
example protective equipment’s and this inadequacy of resources has led to medical 
malpractice. 

 

Lack of knowledge was not expressed since it is clear that all medical providers take 
oath after graduation that they will do their duties diligently and take care of their patients 
well as they are responsible to a patient’s life or death.  In this case if nurses are not equipped 
with information and the ability for protecting human health there are damages that occur 
due to lack of skill then there are higher chance of having errors due to failure to provide 
treatment. Lack of knowledge can also be on the side of the patients not knowing their right 
to information regarding their ailment. According to T.D shanafel burnout of medical health 
care providers contribute to medical errors and 4.5 % of surgeons felt that the errors were 
due to lack of knowledge.  MA. Makarry says that the errors can contribute to death thus 
importance to heighten awareness on appropriate role of medical practitioner. 

 Communication breakdown or lack of it may increase the adverse effects on the 
patient; in this case the respondent was at 29%. 

 

KL Gurley (2018) Utilization of Emergency medicine is a model for malpractice that 
medical specialties claim.  Delays in diagnosis and other allegations of safety and security of 
the patients, lack of monitoring and follow-up of hospital policy and procedures and also 
breach of confidentiality.  Clinical judgement71% vs 76% - [ p-24] Communication 27% vs 
30% [p-0.46] documentation 20 v/s 13% this were common contributing factors in 
outpatient and Inpatient cases. 

 

Excessive use of health care resources leads to inadequate resources in the health 
facility (MA Baily (1990).  Employee can exploit the resources at their disposal and use of 
continuous prophylaxes as defensive medicines.   Makone MA (2019) indicates that lack of 
financial resources leads to soaring of medical malpractice as claims are based on 
inconsistency and those not insured will seek for clear medical care with heightened medical 
malpractice. 

 

 Einstein (2010) says that insufficient resources can also be failure of the systems 
during management.  The surgeon may face medical negligence but can raise a defense on 
insufficient resources. Traina (2009) adds that there are cases whereby healthcare providers 
over utilize resources as a result lead to insufficient resources thus lack of proper 
preparation in the management of the patients and this leads to fatality in the health facility. 

 

Table # 5 
Main Contact Person in Medical Malpractice 

 

Variable Selected Not Selected 



 

223 

Hospital Management 24 (28.6%) 60 (71.4%) 
Doctors and Clinicians 42 (50%) 42 (50%) 
Other Hospital Staff 54 (64.3%) 30 (35.7%) 
Patients 6 (7.1%) 78 (92.9%) 

 

               
Table # 6 

Other Members of the Medical Professional Malpractice 
 

Variable Selected Not Selected 
Hospital Management 24 (28.6%) 60 (71.4%) 
Doctors and Clinicians 48 (57.1%) 36 (42.9%) 

Other Hospital Staff 66 (78.6%) 18 (21.4%) 
 

The main contact and other members mentioned in medical malpractice were other 
hospital staff at 64% and 79% while doctors and clinicians were at 50% and 57% 
respectively.  There were lower chances of contacting the management which was at 29% 
and patients were rarely involved or contact when there is error in patient management 
7%.  According to PD Blake (2005) Argued that when it comes to medical malpractice claims 
the physicians are in direct contact with the examinee.  In this case the physician is the main 
contact person in medical malpractice.  AR Meyers 1987 Medical malpractice has a hidden 
denominator in that most of the contacts involved a “second opinion” before contacting 
physician, respondents did not report their first contact was with a medical provider but 
their agent in that to be able to get to the physician cannot be done in the absence of an agent. 
De Seildelson (1975). Fear of medical malpractice AR Robinson (2002) believed by the 
physicians and fear of reported errors made them not agree with the fact that all members 
in the medical malpractice are fully involved consciously or unconsciously. 

 

Conclusion, Discussion and Managerial Implications 
 
Our study did not indicate the participant’s cadre, year of service and 

profession.  These were not measured and there were no distinctions between the types of 
specialties’ training or credentials of medical professions and if specific had increase medical 
malpractice than the other.  The study did not also show if the non-employed physicians 
would have as effect on the model.  

This study was to provide an overview of business model in health malpractice in 
Mushrooming clinic in town Eldoret and efforts to educate people on the issues surrounding 
healthcare provision malpractice. Medical negligence has evolved and this varies from one 
state to another. 

Health care providers must identify causes of error, devise solutions and measure 
improvement success. Findings show that majority of the healthcare providers (85.7%) had 
worked in health care setups with medical malpractice the highest percentage of 
respondents had worked in facilities that has medical error. Parties implicated in medical 
malpractice included hospital management, doctors & clinicians, other healthcare providers, 
and in some cases patients. This shows that participants collaborate in this institutions  and 
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are aware of what is happening under their watch. Factors identified as contributing to 
medical malpractice included staff motivation (85.7%), facility management, inadequate 
resources and lack of knowledge. Factors identified to work against the patient in medical 
malpractice included manipulation of patient records, patient mismanagement, inadequate 
resources, lack of knowledge and greed (35.7%). These findings are consisted with those of 
other studies (Hanganu et al 2020, Jena et al 2011 & Pan Gao et al 2019).  

Medical malpractice is very common in private health clinics within urban setups. 
With the mushrooming of more facilities, as a result of the widespread adoption of the 
business model in healthcare, medical malpractice will grow more rampant despite the 
shortage in health care providers. As a result, health care providers must identify causes of 
error, devise solutions and measure improvement successes. More research of a wider scope 
and strict methodologies is recommended to contribute on the existing knowledge on this 
topic. Health care providers must identify causes of error, devise solutions and measure 
improvement success. 
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Abstract 
 

Sustainability issues is one of major research areas in the field of food cold chain 
(FCC) due to its effects on environment and performance of the chain. Despite its 
significance, the study on sustainability and its impact on other aspects of the FCC, especially 
performance, is relatively scarce. Therefore, the purpose of this paper is to explore how 
sustainable orientation affects FCC performance. In addition to sustainable orientation, 
integration is considered to be curial factors in the implementation of sustainable supply 
chain as collaboration among members is essential in applying any changes to the chain. 
Literatures also suggested that sustainability orientation in conjunction with supply chain 
integration have positive relationship with performance of supply chain through sustainable 
practices. Hence, the study proposes a model consists of four constructs including 
sustainability orientation, FCC integration, sustainable practices, and FCC performance.  

 

Keywords: Food Cold Chain, Food Cold Chain Performance, Sustainability, Integration, 
Thailand. 

 

Introduction 
 

In recent decades, food cold chain (FCC) started to gain more attention from both 
researchers and practitioners due to its role in satisfying ever growing global food demand. 
According to UN DESA (2019), the world population is expected to increase by 2 billion in 
the next 20 years, reaching 9.7 billion in 2050. The swift growth in population signifies rapid 
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raise in food demand, in which put a massive pressure on the FCC as it plays vital role in 
ensuring global food security (Cerchione, Singh, Centobelli, Shabani, & Cerchione, 2018). 
Hence, FCC is promoting a concept of “Global Food Village” and facilitating food distribution 
globally (Cerchione et al., 2018; Ovca & Jevšnik, 2009). Because of its role in preserving the 
integrity and the quality of food, which considered to be a perishable product, an inefficient 
FCC could result in substantial amount of food loss and food waste. According to FAO (2011), 
approximately 1.3 billion of food around the world is getting wasted annually, which is about 
one-third of food produced. Food loss and food waste from failure in FCC could be consider 
to as environmental threats, posing challenge for FCC sustainability. In addition, FCC 
activities also contributed to approximately 1 percent of the global carbon emission 
(Bozorgi, 2016; James & James, 2010). Failing in preserving the integrity of the food in FCC 
could also leads to potential health hazard for consumer. Therefore, it can be said that FCC 
has significant impact on global food security, human well-being, economic, and 
environmental sustainability (Singh & Shabani, 2016).  

 

Since the importance of FCC sustainability is apparent, researchers and practitioner 
has started to explore more into the field. Cerchione et al. (2018) have identified “food cold 
chain sustainability issues” as one of four major areas of study in the field of FCC. 
Sustainability in supply chain management can be defined as ‘the strategic, transparent 
integration and achievement of an organization’s social, environmental and economic goals 
in the systemic coordination of critical interorganizational business processes for improving 
the long-term financial performance of the individual and its supply chain’ (Carter & Rogers, 
2008). As FCC is subcategory of traditional supply chain, the aforementioned definition still 
holds in the context of FCC. In early days, researcher focus mainly on the benefit of FCC in 
sustaining product life and quality. However, the area of research started to shift to the 
impact of FCC on the environment, especially on the effect of carbon emission from FCC 
activities and food loss/wastage (Bozorgi, Pazour, & Nazzal, 2014; James & James, 2010; Saif 
& Elhedhli, 2016).  

 

In order to achieve sustainable FCC, integration play vital roles as collaboration 
among members of FCC is required in the implementation any sustainable practices. FCC 
integration would enable information sharing between members allowing FCC to 
understand and respond to customer needs. Collaboration between producer and 
distributor would also allow optimum quantity and freshness-keeping effort of the product 
which, in turn, reducing food loss and food waste (Cai, Chen, Xiao, & Xu, 2010). To the best 
of author knowledge, the relationship between sustainable orientation, integration, and 
performance has never been explored in the area of FCC. Hence, this study aims to propose 
a conceptual model depicting relationship between sustainable orientation, integration, 
sustainable practice, and food cold chain performance 

 

Literature Review 
 

Supply chain management has been one of the major research fields that attract 
attention from both researchers and practitioners for decades. According to Maestrini, 
Luzzini, Maccarrone, and Caniato (2017), sustainability has become one of the eight major 
research agenda in the field due to growing concern for the environment. In most cases, the 
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research in sustainability was related to the area of supply chain performance. Various 
literatures suggest positive relationship between sustainability and supply chain 
performance. Still, there are limited studies that truly investigate the effect of sustainability 
and integration on performance in the context of FCC.  

 

According to Rodrigue, Comtois, and Slack (2013), cold chain was defined as ‘the 
transportation of temperature-sensitive products along a supply chain through thermal and 
refrigerated packaging methods and the logistical planning to protect the integrity of this 
shipment’. In short, cold chain can be considered as a subcategory of traditional supply chain 
that contains activities and processes ensuring the temperature control for the perishable 
products (Shabani, Torabipour, & Saen, 2015). In recent year, there has been growing 
interest in the research of two major type of cold chain which are vaccine cold chain (VCC) 
and food cold chain (FCC). Though equally important, FCC attracted more attention from 
researchers and practitioners for various reasons, one of which is that the global demand for 
value-added food, both chilled and frozen, has witnessed a particular growth and FCC plays 
vital role in satisfying these growing demand (Ovca & Jevšnik, 2009; Shashi, Singh, & Shabani, 
2017). Despite its rising interest, the number of study in the field is rather limited as there 
are less than a thousand papers that directly focus on the FCC (Cerchione et al., 2018). 
Cerchione et al. (2018) categorized the field of FCC into four areas of study which include (1) 
factors causing inefficient food cold chain performance, (2) food cold chain sustainability 
issues, (3) key metrics for food cold chain performance measurement, and (4) major food 
cold chain performance improvement approaches. Their study indicates that majority of the 
research were related to performance of the FCC, while sustainability issues was ranked 
third. Shukla and Jharkharia (2013) also pointed out that the main interest of most studies 
in the field is towards consumer satisfaction and revenue maximization with sustainability 
issue such as post‐harvest waste reduction being a secondary objective.  

 

Due to increasing environmental concerns, researchers have been studied the impact 
of supply chain on both economic and environment (Absi, Dauzère-Pérès, Kedad-Sidhoum, 
Penz, & Rapine, 2013; Bastani, Heywood, & Hope, 2012; Bazan, Jaber, & El Saadany, 2015; 
Bazan, Jaber, & Zanoni, 2015; Benjaafar, Li, & Daskin, 2013; Bonney & Jaber, 2011; Bouchery, 
Ghaffari, Jemai, & Dallery, 2012; Ross Morrow, Gallagher, Collantes, & Lee, 
2010).  Literatures also suggested that sustainability practice in supply chain not only 
improves social performance, but also contribute to the competitive advantage of the whole 
supply chain (Klassen & Vereecke, 2012; Rao & Holt, 2005). Hence, sustainability has become 
a strategic business initiative for many firm as sustainable practices can be economical and 
generate new revenue streams as well as increase customer satisfaction (Mincer, 2008). 
However, there are few studies on sustainability issue of the FCC despite rising attention of 
the field. Most of current studies focus on temperature fluctuation during transportation 
(Defraeye et al., 2016; Derens-Bertheau, Osswald, Laguerre, & Alvarez, 2015; Gogou, 
Katsaros, Derens, Alvarez, & Taoukis, 2015). Though here also studies on the impact of FCC 
on the environment, these studies focused on the impact of the carbon emissions from FCC 
operations occurs in various segments of the FCC, such as inventory and transportation of 
goods, and recently, quantitative studies of emission (Bozorgi et al., 2014; James & James, 
2010; Saif & Elhedhli, 2016). Bozorgi (2016) pointed out that FCC activates contributed to 
almost 1 percent of carbon emission worldwide. In the same way, Meneghetti and Monti 
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(2015) explained that energy consumption for refrigeration of FCC directly associate with 
carbon footprint. Moreover, large quantities of hydrofluorocarbon gas used in cooling 
systems have impact on global warming (Saif & Elhedhli, 2016). The use of toxic materials in 
food products is also a serious sustainability issue.  

 

In order to achieve FCC sustainability, integration of FCC is also a crucial factor in 
implementing sustainable practices. Literatures have shown that collaboration is required 
in implementing sustainable supply chain (Lewis, Cassells, & Roxas, 2015). According to S. 
Shashi, Cerchione, Centobelli, and Shabani (2018), sustainable orientation and integration 
have positive relationship on environmental and economic performance of SMEs. Besides, 
supply chain integration is also an essential factor in achieving competitive advantage and 
improving chain operational performance, in which ultimately result in financial 
performance (Chang, Ellinger, Kim, & Franke, 2016; Jie, Parton, & Cox, 2013; Sharma & Pai, 
2015). Collaboration among members facilitates information sharing, allowing FCC to 
understand and respond to customers’ need (Cai et al., 2010; Fabbe‐Costes & Jahre, 2008; 
Koufteros, Vonderembse, & Jayaram, 2005). Chen, Xu, and Zhou (2017) suggested that 
interfirm alliance can strengthen the transformation of firm toward sustainability. For 
instance, co-design of manufacturing system allows firm to achieve optimal utilization of 
materials, energy, and workforce (Martin & D'Acunto, 2003). Cagliano, Caniato, and Spina 
(2006) also suggested that integration enables firms to better serve customers, therefore 
gaining customer value advantage. In general, sustainable FCC can only be achieve if all 
member of the chain adopt sustainable practices corresponding to their stage (Hanson, 
Melnyk, & Calantone, 2004).  

Conceptual Model 
 

Based on extensive literature review, we proposed a conceptual model to explore the 
relationship between sustainability orientation, FCC integration, sustainable practices, and 
FCC performance (see Figure 1). 
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Figure # 1 

Conceptual Model 
 

 
 

Sustainable Orientation 
 

In the last decades, researchers and practitioners has been focusing on incorporating 
sustainability practices in supply chain operations and models (Hassini, Surti, & Searcy, 
2012). Supplier social sustainability practices not only improves social performance, but also 
supply chain performance as a whole leading to the competitive advantage of the whole 
supply chain (Klassen & Vereecke, 2012; Mani, Gunasekaran, & Delgado, 2018; Rao & Holt, 
2005). Hence, many firms are now enhancing their competitiveness through improvements 
in their sustainability practices. Sustainability orientation can have significant impact on 
several aspects of the supply chain. In general, sustainability orientation usually leads to new 
product design, production process, and others supply chain activities such that they 
minimized the impact for environment, or followed the regulation at the least  (Aikenhead, 
Farahbakhsh, Halbe, & Adamowski, 2015; Klewitz & Hansen, 2014). Mariadoss, Chi, 
Tansuhaj, and Pomirleanu (2016) also reported positive relationship between sustainable 
orientation of firm and sustainable practices. Based on the above discussion, we may claim 
that: 

H1: Sustainability orientation positively affects sustainable practices 
H2: Sustainability orientation positively affects FCC performance 
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FCC Integration 
 

Supply chain integration is considered to be crucial factor in improving supply chain 
performance, both operational and economical, and gaining competitive advantage (Chang 
et al., 2016; Jie et al., 2013; Sharma & Pai, 2015). Integration of supply chain provides an 
opportunity for firms to improve its operation through collaboration among members 
(Vijayasarathy, 2010). According to Bai and Sarkis (2010), there exist positive relationship 
between sustainability performance of firm and supplier, implying the need for integration 
of the whole FCC in order to achieve higher level of sustainability. Similarly, several 
literatures also highlight the importance of integration among members on the ability of firm 
to expand to new markets and optimize its operations (Carter, 2004; Limoubpratum, Shee, 
& Ahsan, 2015; Zsidisin & Siferd, 2001). Integration allows members to share their resources 
such as technology, logistics, or packaging which assist FCC members in solving the 
inefficiencies of the inventory, cost, wastage, and lead time, ultimately improve the FCC 
performance as a whole (Flynn, Huo, & Zhao, 2010; García-Arca, Prado-Prado, & Garrido, 
2014). According to Ataseven and Nair (2017), supply chain integration is crucial in 
enhancing performance since customer integration, supplier integration and internal 
integration are positively associated with aggregate firm performance, operational 
performance and financial results. As a result of the above discussion, we hypothesized that: 

H3: FCC integration positively affects sustainable practices 
H4: FCC integration positively affects FCC performance 
 

Sustainable Practices 
 

Incorporating sustainability practices different phases of the supply chain leads to an 
integrated sustainable supply chain, which ultimately leads to competitiveness and 
economic performance (Rao & Holt, 2005). Babagolzadeh et al. (2020) investigated the 
impact of carbon emissions FCC activities and proposed an optimization model for 
replenishment policies and transportation schedules that minimize both operational and 
emissions costs. Similarly, Bozorgi (2016) propose optimization model for determining the 
inventory levels of FCC that minimize either the cost or carbon-equivalent emissions. El-
Kassar and Singh (2019) found that product and process innovation reduces pollution and 
energy consumption and, therefore, firms’ performance. In the context of SMEs, Quader, 
Kamal, and Hassan (2016) pointed out that sustainable practices can result in performance 
of the firm, both economic and ecological. The above discussion results in our claim that: 

H3: Sustainability practices positively affects FCC performance 
Conclusion, Discussion and Managerial Implications 

 

In order to explore the relationship between sustainability and FCC performance, this 
study proposed a model illustrating how sustainability orientation and FCC integration could 
affects performance of the FCC, both directly and indirectly through sustainable practices. 
Further, this study also fills the gap in the body of knowledge due to scarcity of the relevant 
knowledge in the field of FCC. There also an opportunity to expand this model to incorporate 
more aspects of the supply chain since sustainability orientation is not the only factor that 
contribute to the FCC performance. Nevertheless, the validity of the model is still 
questionable as it has not been empirically analyzed.  
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Abstract 
 

The development of communication and information technology makes it easier for 

consumers to share their thoughts and attitudes towards a product or service. For this reason, this 

study explores the characteristics of Electronic Word of Mouth (E-WOM) in terms of message, 

sender, and receiver in the communication theory based on their psychological perspective. 

Messages are based on the context and the content of the messages by inserting quality, quantity, 

length of review, and relevant messages. The sender is based on the moral identity analysis of the 

sender because it states a judgment for all to see a person's morale. Analyzing the receiver is based 

on consumer risk, trust, and self-construal because the receiver's view as an integrated part of E-

WOM is crucial psychology of receivers. This literature review results can be extended for further 

empirical research. 
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Digitalization involves increasing the use of digital technology, integration, and 

fertilization (Jawad et al., 2021; Mostaghel et al., 2022; Ritter & Pedersen, 2020). In the last two 

decades, we have witnessed diverse trends in technological change. According to (Simon Kemp, 

2022), The world's human population reached 7.91 billion in January 2022, with global internet 

users have also increased to 4.95 billion and internet penetration reaching 62.5 percent of the total 

world population. Because the development of communication and information technology makes 

it easier for users to share reviews about their opinions, experiences, and feedback on a product or 

service. (Chatterjee, 2001; Waibel et al., 2001). Since the advent of online communication, WOM 

(Word of Mouth) has changed the electronic Word of Mouth (E-WOM), which all consumers can 

access in the long term by offering more important information than personal contact. (Chatterjee, 

2001; Qin et al., 2021; Xu et al., 2021). An online consumer review (OCR) can be considered an 

electronic version of a traditional WOM consisting of user comments on products, services, and 

brands (Chatterjee, 2001; Filieri, 2015; Filieri et al., 2015). 

           

Online reviews are an important source of information that provides detailed and reliable 

information to consumers by sharing past consumption experiences (Casaló et al., 2008, 2009). 

OCR can provide information about products/services and recommendations (D. H. Park et al., 

2007; D. H. Park & Lee, 2008). However, due to a large amount of E-WOM information, 

consumers must critique and filter it before using it. In addition, not all information will be adopted 

by consumers (Erkan & Evans, 2016a). Several previous studies have been conducted (Lopez & 

Garza, 2021; Zhu et al., 2022; Ahmad & Guzman, 2020, 2021; Pezenka & Weismayer, 2020) about 

how reviews affect consumers and the extent to which consumers find them helpful or not. 

 

Electronic word of mouth or E-WOM is a form of marketing that involves sharing 

information about products or services through online channels. In the online world, this 

information is typically passed along in comments, ratings, reviews, and social media posts. This 

type of marketing can be extremely advantageous for businesses because it enables them to reach 

a large number of potential customers. E-WOM can be a powerful marketing tool, as it allows 

businesses to reach many people quickly and easily. To maximize the effectiveness of E-WOM, it 

is important to understand the role of the message, sender, and receiver in this type of marketing. 

For this reason, this study aims to analyze the roles, challenges, and constraints of E-WOM. 

Hopefully, this literature study can be the basis for future research. 

 

Theoretical Background 
 

E-WOM/Online Consumer Review 

 

Word-of-mouth marketing is a form of marketing in which consumers influence and 

accelerate marketing messages by acting as marketers. (Filieri, 2015; Gottschalk & Mafael, 2017). 

Word of mouth is a marketing effort that triggers consumers to talk, promote, recommend and sell 

a company's product/brand to others. Electronic word of mouth (E-WOM) is the latest version of 

word of mouth. (Erkan & Evans, 2016; Shen, 2021) Explained that electronic word-of-mouth, 

which can be in the form of comments or recommendations distributed by customers based on 

their experience, has a significant impact on the decision-making of others.  
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As we know that consumers seek information when making their consumption decisions 

(Lopez & Garza, 2021). They share their thoughts and attitudes towards a product or service after 

they experience it as well as a functional feature of the online platform. Many websites also feature 

OCR along with the description of the product or service (Jia et al., 2021). Although OCR allows 

interaction between consumers and builds a truly dynamic interactive marketing landscape (Lai et 

al., 2021) there are also many problems that occur. Further discussion will be discussed later. 

 

The communication model in E-WOM is inseparable from three characteristics, namely 

the message, the sender, and the receiver (Akdim, 2021). Several studies have explored persuasive 

messages in E-WOM communication (e.g., Filieri & McLeay, 2014; Ismagilova et al., 2020; 

Zhang et al., 2020). Despite significant managerial and academic attention to E-WOM, few studies 

have directly examined the potential determinants of E-WOM messages in social media contexts. 

Since one of the important factors in E-WOM is the message itself, identifying the features of the 

message is one of the main problems. Message quality greatly affects E-WOM. However, 

contextual messages cannot explicitly describe the actual situation because the quality of 

contextual messages must be considered in the existing context (Wang, 1996). 

 

Discussion 
 

How and why persuasive messages influence behavior is a persistent question in 

communication studies. However, significant conceptual aspects of the topic appear to have been 

neglected by researchers, resulting in needless confusion and disruption of research advancement 

(O’Keefe, 2003). 

 

The advent of the internet and social media has radically changed the role of consumers 

from passive recipients of information to more active content creators. E-WOM has received a 

great deal of attention in recent years due to the expansion of the internet and the rise of e-

commerce. The E-WOM process starts from the message source. It starts when the sender displays 

his attitude and emotional state toward a product or service according to his experience, 

knowledge, and feelings. The sender determines how much positive information they have about 

the product or service. Thus, they form their attitude or emotional state towards the product or 

service in E-WOM communication and distribute it through electronic platforms (Makvandi & 

Farzin, 2022). 

 

Senders on E-WOM are closely related to source credibility from reviewers, namely, who 

conveyed the information. The better the credibility of the source, the higher the quality of the 

information conveyed. Credible here means that the source of information has purchased or used 

the product being informed (Filieri, 2015). Consequently, the credibility of a message is 

determined by the degree to which it corresponds to reality, as determined by consumer evaluation  

(wu & Wang, 2011). However, it is not uncommon to find true reviews mixed with false reviews, 

for both industry and academia have made serious efforts to detect fake reviews and punish 

perpetrators for limiting the prevalence of fake reviews (Wu et al., 2020). 

 

Source credibility is considered the main element that helps individuals in making 

judgments about E-WOM communications (Akyüz, 2013). Source credibility refers to consumers' 

general perceptions about an E-WOM source's credibility, not message content. Studies have 
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found that E-WOM communications may strongly influence attitudes toward products/services 

(Chen et al., 2021). Several studies investigated the association between intentions to participate 

in E-WOM communications and intentions to purchase (Alhidari et al., 2015) 

 

Some studies have investigated the association between the trustworthiness of E-WOM 

and intention to purchase (Teng et al., 2017). When E-WOM communications are helpful, they 

have a significant impact on an individual purchasing intentions (Kitirattarkarn et al., 2020). 

Previous studies found the quantity of E-WOM communications to positively influence purchasing 

intentions (Zanibellato et al., 2018). When consumers seek out E-WOM, the number of E-WOM 

communications makes information more salient (Cheung & Thadani, 2012). Consequently, 

depending on motivations to seek out E-WOM communications, individuals adopt different routes 

to process the information (Filieri & McLeay, 2014). Many-to-many E-WOMs (e.g., online 

discussion groups) are highly participatory activities where consumers are constantly engaged with 

the communications process. One to one Dyad-based E-WOM (e.g., instant messaging) is mostly 

a closed, opaque communication. 

 

An important fact worth noting is that multiple studies found that WOM communications 

affect consumers purchasing intentions, attitudes, beliefs, and product use before and after use. 

Investigating how WOM conversations regarding brands affect the intention of purchases and 

repeated use. Advertising in Social Network Sites: Investigating the social impact of user-

generated content on the effects of advertising on the internet. Filieri & McLeay, (2014) An 

Analysis of Factors Influencing Tourist Adoption of Information From Online Review. Browning 

et al., (2013) The effect of online reviews on intentions to book and trust in hotels. Ayeh et al. 

(2013), Predicting intentions to use consumer-generated media in trip planning. Li et al. (2021), 

Personal profile information as evidence for trustworthiness in online travel reviews. Park & Lee 

(2008), The influence of consumers' knowledge on electronic word-of-mouth processing through 

consumer reviews online, Electronic commerce research and applications. Yi et al. (2013), An 

empirical examination of online word-of-mouth as a predictor of e-commerce sales across multiple 

product categories, Electronic Markets. C. Park & Lee, (2009), Electronic Word of Mouth (E-

WOM) How the E-WOM Platform Influences Consumer Product Judgment (Shen, 2021). The 

impact of the product presentation mode on perceived contents and continental quality of Web 

sites, Online Information Review. 

 

Another ongoing issue is a flood of fake, misleading, or secretly-compensated reviews, 

either by deceptive influencers or thousands of lesser-known scammers posting them online. Fake 

online reviews are more prevalent than we might expect. They may lead you to purchase a product 

that you would otherwise not. In the end, fake reviews are posted in order to manipulate a 

company's or an entity's online reputation, either for good or for bad. To Amazon and Google, 

these fake reviewers appear to be legit, as fake reviewers purchase a product using their Amazon 

accounts and then proceed to write the review, just as the real reviewer would. In fact, because 

Amazon and Google can see that they bought the products, they will even label those reviews with 

the "Verified Purchase" tag, making them appear more legit. Amazon and Google, for their part, 

have made it easier for consumers to submit legitimate reviews, including offering a one-tap star 

rating button without any required text, designed to smother out false reviews with genuine ones, 

though it is not clear whether the strategy is actually working. It is clear that large numbers of fake 

reviews are bad for businesses such as Amazon and Yelp, where consumers trust reviews to help 
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them make purchasing decisions. The issue of fake reviews has become so pervasive that Britain's 

Competition and Markets Authority (CMA) is now investigating Google and whether it is doing 

enough to protect shoppers from fake reviews posted on its websites. It has become an obvious 

financial imperative to take action against fake online reviews and to further reduce the reach of 

bad actors undermining online purchasing decisions. 

 

Business owners and consumers can both help solve this issue by learning to spot and flag 

fake reviews through a few best practices. Yelp discourages businesses from creating false reviews 

by placing a penalty on their rankings, as well as a Consumer Alert warning on the Yelp Review 

pages, should they be found using false or incentive-based reviews. A fake review can be done by 

a business itself, either posting an artificially positive review on its own website or posting an 

artificially negative one on a competitor's website. Another example of fake reviews is when a 

company sends a free product to a consumer, who then leaves a positive review without mentioning 

how he received the product. If the reviewer does not provide concrete examples, does not appear 

very knowledgeable about the product or service, and does not mention how they used it or what 

the customers' actual experience was then the review may be fake. You might get asked for specific 

reasons why the review is inappropriate just explain you think the review is fake. A 100% positive 

or negative review is a sign that the reviewers' intentions are not real. An overwhelming number 

of positive reviews indicates the individual has blind loyalty to a brand, or they were paid or 

otherwise benefitted by the review. 

If many reviews are posted within a short time frame using similar language, it is a good 

indicator the review may be bogus. Fakespot also estimates that 30% of Amazon reviews are fake, 

while approximately 33% of reviews on the websites of beauty retailer Sephora and gaming service 

Steam are likely to be fraudulent. Using official data and self-reports from major global e-

commerce sites, including Trip Advisor, Yelp, TrustPilot, and Amazon, on average, we found that 

4% of all online reviews are fake. To understand how businesses can buy fake reviews, NBC News 

created a Facebook gardening business and paid $168 to websites promising positive reviews. 

Since true and false information is often mixed up, receivers run a fairly high risk with regard to 

reviews. Perception of risk, according to Schierz et al. (2010), is the expectation of loss. The 

greater the expected loss, the higher the level of risk that consumers will feel. Vinhal Nepomuceno 

et al. (2012) Define perceived risk as a negative insight into the unforeseen and changeable 

outcomes of the purchased product. Meanwhile, Ko et al. (2004) define the concept of perceived 

risk as a consumer's perception of changes that occur as a result of buying a product or service. 

The concept includes two elements, namely: doubt and consequences. Indecision is defined as the 

likelihood of an unfavorable outcome, and the consequence is defined as the significance of the 

loss (Vinhal Nepomuceno et al., 2012). 

 

In contrast, it is common practice in global marketing to categorize consumers by target 

market. A common method is to group generational cohorts and assign characteristics to that group 

(Zwanka & Buff, 2021). The cohort generation is comprised of individuals in the same age bracket, 

and these individuals share a common history that influences their personality, behavior, and 

consumption patterns. Strauss & Howe, (2000) When they reach adulthood, typically between the 

ages of 17 and 23, they are profoundly influenced by external events (Debevec et al., 2013). The 

concept of generational groups, their collective memories or experiences of significant historical 

events, and the effect of these events on their subsequent behavioral patterns is not novel. The 

effects of extraordinary events on individuals and organizations have been studied. The topics 
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covered are extensive and include the effects on consumer behavior, social issues, and generations 

(Koschate-Fischer et al., 2017; Mathur et al., 2003). 

 

Research Phan et al. (2020) investigated how narrative advertising and electronic word-of-

mouth (E-WOM) influence purchase intentions among digital natives (i.e., The research was 

focused on determining how persuasive knowledge will mediate the relationship between narrative 

advertisement, E-WOM, and the purchase intentions of Gen Z. A positivist philosophy of research 

was deployed, using the deductive method to establish causation. Used Facebook respondents 

alone in order to study the effects of electronic word-of-mouth (E-WOM) on consumers of 

electronics products. Since the advertising space has been expanded through social media 

platforms, increasing numbers of marketers are using digital advertising. Therefore, E-WOMs 

efficacy should be investigated on other platforms. Most of the previous studies, in general, 

ignored social processes that may be behind the adoption of information about electronics word of 

mouth (E-WOM) among consumers on the internet. 

 

Study Zimba et al. (2021) target social connections as the crucial mediator, which focuses 

on consumers' perceptions of the information sought by the E-WOMs shared across online 

platforms, leading to positive or negative information adoption. The pilot study explored the 

interactions and perceptions of Generation-Y women on a fashion e-commerce application via 

interaction, E-WOM from social media, and application features. E-WOM via social media within 

m-commerce apps Our findings indicate that Generation-Y women are influenced by m-

commerce, whereas E-WOM has limited influence on their purchasing intentions beyond styling 

inspiration. It is evident from Section A's findings that adoption of E-WOM has a minimal impact 

on South African Gen Z consumers' preference for Generation Z consumer brands. Evaluating the 

influence of E-WOM on brand-specific outcomes, such as brand love, among Generation Z 

consumers in South Africa would have provided marketers with valuable insights that could have 

helped them retain these customers and prevent brand switching. This study examined the effect 

of the adoption of electronic word-of-mouth (E-WOM) on the level of brand love among 

Generation Z consumers in South Africa, allowing marketers to improve their strategy for building 

brand love with this generation. Influencer marketing may improve perceived argument quality, 

message utility, and message acceptance in E-WOM, which may have a positive effect on brand 

love among Generation Z consumers in South Africa. E-WOM and social media marketing cannot 

be a fashion brand's only marketing channels for women of Generation Y. 

 

Therefore, it is critical that retailers cultivate a positive E-WOM dialogue with Generation 

Y, in line with their brands' marketing message. As cohort replacement and generational 

succession are natural social life stages affecting the market and product development for 

consumers (Betz, 2019), it is essential that destinations complement the declining segments with 

the generational replacement. However, the present study does not provide any recommendations 

for designing effective apps that can boost Generation-Ys responsiveness to E-WOM or stimulate 

purchasing behaviors in the fashion industry using mobile commerce (m-commerce, or apps) 

design features. The research examines whether music festivals can be used as experiential 

attractions to attract a market segment of Generation Y at small island destinations (SIDs) as cohort 

substitutes for the Baby Boomer Generation (Parker & Kuo, 2021). 
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Francis & Hoefel (2018) This study examines the significance of various moral 

characteristics to female consumers in the United States across generations. Based on the 

protection motive theory and the theory of collaborative production, moderated effects across 

generations were also examined with respect to the relation between the evaluations of the 

protection motive and collaborative production behaviors in the restaurant sector. The patterns of 

communication Generation Y participants already adopt, via the Generation Ys usage of social 

media technologies and mobile apps and devices, will continue to evolve as they climb up the 

economic ladder, such that, even when they are aging, having families, and taking on more and 

more responsibility, their enthusiasm for sharing widely, including through electronic WOM, is 

projected to persist. 

 

 

 

Future Research 
 

Our research is designed to provide marketing professionals with better insight into the 

factors that might influence WOM senders and recipients. Investigating the determinants related 

to e-WOM related to the communication process. Future studies could analyze using an 

experimental design to divide consumer focus based on likes or dislikes, product ratings (high and 

low), and positive or negative reviews either perceived by consumers or by reviewers. On the other 

hand, future studies can also discuss the coercion of consumers to review the product properly. 

Because it is not uncommon to find that sellers force buyers to judge well if they want their 

products to get something (e.g., warranty).  
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Abstract 
 

The main causes of the younger generation's economic paralysis when using digital 

accessories and Internet services are discussed in this study. It has shown how to approach this 

problem moving forward. Additionally, this study discovered that many nations depend on youth 

economic charities as the primary driver of economic development, particularly in the digital age. 

In-depth interviews and statistical tools were used in conjunction with both qualitative and 

quantitative methodologies to acquire the data. In conclusion, communal digital education and 

youth participation in the digital economy can revive the paralyzed sector, especially in this period 

of technological advancement. 

 

Keywords: Youth; Marketing, Digital, Economics, Development, and Entrepreneurship 

 

Introduction 
 

One of the major global issues of the present is youth unemployment. According to the 

World Bank Report (2022), 600 million new jobs are required over the next ten years just to 

maintain current employment rates globally. The International Labor Organization estimates that 
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73.3 million of the world's unemployed are under the age of 24, and that over 169 million of them 

make less than $2 per day. The issue is that more young people from rural communities are moving 

to urban regions, which has led to an increase in rural poverty. Innovative approaches to fostering 

youth economic growth are provided by youth entrepreneurship. Though they are still 

comparatively new to global development and youth enterprise programs. 

 

The opportunity to expand the digital economy is currently stifled and muted because 

young people use the Internet and digital and online services for non-economic purposes including 

terrorism, greetings, playing games, pointless talks, and other non-economic benefits. Most youths 

have not made effective use of the digital economy. An economy that is founded on digital 

computing technologies is referred to as the "digital economy." The term "digital era" describes a 

period of time where information that is electronically accessible is widely available, readily 

available, and easy to share and utilize, such as in digitized forms of economic activity.  The e-

commerce of products and services is made possible by markets built on digital technology which 

is referred to as the "digital economy." This is a widespread occurrence with excellent access to 

resources and innovation (Saadah, Yasmine &Mubah, 2017). Recently, the growth of the digital 

zone has been an important factor in economic development and growth generally, and the 

transition to a digital biosphere has an impact on society that goes far beyond the context of digital 

technology alone, especially for the youth groups (Hanieh, 2015). 

 

The sharing of diverse commodities and services among the many governments is made 

possible by digital economy. In today's economic climate, consumers have begun to play a 

significant role. An expanding set of economic concepts, platforms, and exchanges are referred to 

as the "sharing economy." (Alen & Berg, 2014) 

 

Economic competitiveness and innovation are more prevalent today than they were in 

previous centuries in this digital and globalized society. Every country must take advantage of this 

chance to prosper and grow into a global economic power. The government must manage and 

make use of the available youths if it is to succeed in this game and economic conflict. This is due 

to the fact that 80% of young people have access to and the capacity to use digital technology, 

making it simple for them to participate in productions and volunteer work. The competitive 

frameworks that foster invention must be safeguarded, and exclusionary behavior must be 

discouraged in order to allow for healthy competition (Unold, 2003). 

 

Because there are young people in every country, this study has a global scope. Youth that 

use and employ digital technology in their daily lives are found all around the world. Therefore, 

especially in this technologically advanced age, young people are the worst affected by the digital 

economy's paralysis. According to this report, youngsters misusing technology is an issue since it 

stifles economic growth and creative thinking. Through the use of the Internet and digital 

technology, teenagers can rethink the world and contribute new and innovative ideas, but they 

must modify how they utilize this technology. The majority of young people utilize digital 

technology nowadays for non-economic reasons. The primary goal of this study is to examine how 

adolescents have contributed to the growth of the digital economy. It also aims to address the 

difficulties that youths experience when utilizing digital technology and how this has an impact on 

the economy. This study is important in educating and reminding young people of their 
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responsibility for the growth of their country and themselves economically. This study teaches all 

young people about the beneficial use of Internet goods and services for financial advantage.  

 

Zhan, (2017) writes that, online services are used by many teenagers. Younger children are 

frequently utilizing the internet, and for them, digital technology can be a perplexing phenomenon. 

Unfortunately, even though they are under 18, they use it to search for numerous things at once, 

including pornographic films, and because of this, they neglect to hunt for employment prospects. 

Their economic thinking is paralyzed by digital technology. Sinha, (2005); and Ray, (2019) 

continue to state that, youths can be a very valuable asset in economic development when exploited 

and directed properly, especially in the digital and innovation period, according to several 

academics. When it comes to the development of digital technology and economic competition, 

the younger generation is young and imaginative  

 

Hojeghan & Esfangareh, (2011), comments that, the electronic goods and services 

produced by an electronic business and traded through electronic commerce are the foundation of 

the digital economy. Alternatively, a business with electronic production and management 

processes that engages with partners and customers is the basis of the digital economy. It can also 

use web technology and the Internet to carry out its transactions.  

 

The younger generation is therefore a potential resource for gaining access to the market, 

services, and goods via digital technology. This will accelerate economic growth (Barefoot, Curtis, 

Jolliff, & Nicholson, Omohundro, 2018). 

In reality, compared to earlier generations, today's youth are more connected and educated. 

Young entrepreneurs are quick to explore the opportunities given in a changing environment, 

particularly in the quickly evolving digital economy landscape, because they are thought to have 

original ideas and to be imaginative, quick, and hungry for change. Youths play a significant role 

in economic development, especially when they effectively use their digital services to locate and 

browse the e-business market. 

 

Research Methods 
 

In reality, compared to earlier generations, today's youth are more connected and educated. 

Young entrepreneurs are quick to explore the opportunities given in a changing environment, 

particularly in the quickly evolving digital economy landscape, because they are thought to have 

original ideas and to be imaginative, quick, and hungry for change. Youths play a significant role 

in economic development, especially when they effectively use their digital services to locate and 

browse the e-business market. To confirm this notion the researcher has used qualitative approach 

with the following hypothesis; Can youths contribute to the growth of the digital economy? first 

hypothesis (H0).  If so, how much, exactly? The significance of training as described in this study 

supports this theory. Second hypothesis (H1),  Do youths contribute to economic development? 

was the main hypothesis. The contribution of young people to economic development provides 

support for this claim. The study employed both dependent and independent variables. 

Consequently, the repercussions of economic development are described by the paralyzed digital 

economy. 
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Results and Discussion 
 

Most young people now invest more time in their personal and leisure activities due to 

living in a digitally-based world or era, including watching music videos, live chatting, playing 

games, participating in pointless online discussions, and sharing unethical information about 

terrorism and other sensitive topics. Because of how perilous this is for the development of the 

digital economy, the latter is halted and immobilized. Currently, the economic growth and 

expansion of every nation and state depends on the youth population. Therefore, promoting and 

providing digital education is crucial for economic growth and sustainable development. 

 

Nations, Centre, & CR-, (2017), Because of how perilous this is for the development of the 

digital economy, the latter is halted and immobilized. Currently, the economic growth and 

expansion of every nation and state depends on the youth population. Therefore, promoting and 

providing digital education is crucial for economic growth and sustainable development. Nearly 

50% of people in India are under the age of 25. This big group of young people has the potential 

to contribute significantly to the rapid development and social transformation of the region through 

their energy and transformative drive. With the ability to fund and manage their businesses, young 

people with access to quality education can create the business climate that will be necessary to 

unlock this growth potential. 

 

This work has been examined using three different analysis methods. Scope and 

circumstance, as well as descriptive statistics, have been used. In this article, the consequences of 

the digital economy on young people and their contribution to economic growth have been 

illustrated and discussed. The data indicates that while 80% of young people utilize digital 

technology, only 20% contribute and consider commercial services and goods. This demonstrates 

how the young generation has been rendered immobile by digital technology when exposed to 

economic ideas. Through this, the data demonstrates that many young people have access to and 

use the digital economy, but only 20% of them do so effectively. The remaining categories engage 

in non-economic activities like gaming and pornographic viewing. Today's globe is engulfed in a 

challenging, inventive competition. The government must therefore make advantage of the youth 

group by reminding and instructing them about the use and proper use of digital technologies. 

 

According to estimates, 304 million people have access to the Internet by the year 2000, 

an increase of almost 80% from the previous estimate. Comparatively, in 1994, only 3 million 

people worldwide had equivalent access. The majority of the expansion took place outside of the 

USA and Canada, which, for the first time, accounted for less than half of all online users. 

However, there was still a 40% increase in American Internet users. Internet availability has at 

least doubled in most other parts of the world. Access increased by 136% in Africa, by 155% in 

Asia and the Pacific, by 108% in Europe, by 111% in the Middle East, and by 102% in South 

America. The Internet has become the symbol of the modern young. Computers and other Internet-

related services are now 29% less expensive than they were in 1998. Thus, many people will be 

able to purchase computers and other Internet-related peripherals (Hojeghan & Esfangareh, 2011). 

 

This event's goal is to foster discussion on the opportunities and difficulties faced by young 

entrepreneurs in a business climate that is changing quickly due to the rapid advancement of 

information and communication technology (Nations Et Al., 2017 And Unctad, 2015). Economic 
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competitiveness and innovation are more prevalent today than they were in previous centuries in 

this digital and globalized society. Every country must take advantage of this chance to prosper 

and grow into a global economic power. Because 80% of youngsters have access to and the ability 

to use digital Internet, the government must manage and employ the available youths if it hopes to 

win this game and the economic war. They can now easily get involved in productions and 

services. Consequently, the enforcement of competition in digital markets is a contentious topic 

(Unold, 2003). 

 

Youths and other groups must collaborate and work together in order to succeed in the 

global digital economy competition and so advance economic development. It is evident that the 

sharing economy is producing large sums of riches and that it has done it by utilizing a bombastic, 

socially progressive approach (Frenken& Schor, 2017). 

 

Advantages of the Digital Economy for Economic Growth 

 

Given the position on the usage of BVR in sports and games, the majority of decisions are 

now made using digital technology. Similar to this, the majority of government plans and decisions 

have been made and carried out with the use of digital statistics data. All of these steps are intended 

to provide high-quality, prompt, and efficient service. 

 

According to Research (NIESR), With around 270,000 actively operating digital 

businesses in the UK, or 14.4% of all businesses as of August 2012 and 11% of all jobs, it has 

been shown that the digital economy is greater than traditional estimates indicate. In comparison, 

167,000 businesses, or 10% of all businesses, exist. 

 

Technology will completely change business and almost every area of economic gain. 

Through the course of the investigation, we have gathered information on a variety of aspects of 

the digital economy, including the sharing economy a business model that depends on the sharing 

of goods, intellectual resources, labor, and property and the digital aspects of disruptive technology 

an innovation that upends an established market and thriving digital industries. This includes 

financial services, such as those provided by the casino sector, whose business models depend on 

computer software and a methodical assessment of risk (Martens, 2012). 

Counselling, (2018), to ensure the safe and proper operation of the digital economy, 

regulations must be used. Risk exists that legislation would appear to continually be playing 

"catch-up" to technology. It shouldn't try to stifle innovation or shield established business models 

from the threat of emerging technology or digital business models. It would be absurd to attempt 

to stem the flood of technological advancement. 

 

This study has led us to the conclusion that the government should stimulate digital 

innovation among young people in order to boost growth and productivity. The requirement to 

accurately measure the digital economy in order to influence its digital strategy is a critical 

component of this support. The importance of essential computer skills cannot be overstated. 

Although there will always be a skills gap due to the rapid speed of innovation, a workforce with 

a firm understanding of the fundamentals will be best equipped to address legitimate demands. 

The study acknowledges the support provided by the government for the digital economy. The 
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potential of digital innovation to spur growth also excites us, and we think the government will 

continue to encourage the digital sector (Martens, 2012). 

 

Young People's Development 

 

The foundation of any country's economic growth is its youth population. Because all 

breakthroughs and new ideas originate from the youngest generation, every country counts on its 

youth as a source of economic strength. Although the globe is currently surrounded by a globalized 

and digital economy, its effective adoption is limited and slow. Most young people, however, 

overlook and are rendered immobile by digital technologies related to economic development. The 

world also acknowledges young people who are development leaders. The global social 

entrepreneurial movement is already being led by young people. 

 

When the digital economy is not employed effectively, there is a considerable risk that it 

may become paralyzed, endangering both the general public and the government. In addition to 

time wastage, a lack of patriotism, the effects of globalization, and the impact of the Internet on 

sickness, among other things, digital technology also contributes to addiction. On the other hand, 

the influence of the Internet has prompted many countries to enact legislation to address and 

safeguard citizens from the drawbacks of the digital economy, especially with regard to 

safeguarding government data and moral or ethical information. Many political and commercial 

interests have responded in a counter-revolutionary manner to this rapid transformation. Leaders 

in several nations have urged for the government to stifle the free flow of data (the core of the 

Internet) at state borders and to establish distinct national regimes for Internet regulation within 

those political boundaries (Hanieh, 2015). 

 

Ways Forward for Freeing the Digital Economy from Paralysis 

 

We have suggested some fundamental solutions in this study to help youths who are in a 

paralyzed state focus and engage with economic issues. The first important factor is making 

education available to all young people. Especially in this economically competitive and 

technologically advanced day, education is a crucial component in raising public knowledge of 

digital use. The younger generation uses digital and contemporary technology, including e-

services, computers, and phones, in their day-to-day activities and while offering goods and 

services, thus it is crucial to teach them about digital beneficiaries. 

 

 

The Government Should Permit Unrestricted Access to Information around the World 

 

It enables the capture of economies of scale and makes it feasible to accomplish the 

economic benefits associated with the Internet by allowing information to move freely and be 

stored anywhere in the world. Governments shouldn't impose artificial or geographical limitations 

on storage options or facilities. Thus, artificially limiting the geographic location of data decreases 

the Internet's challenges and jeopardizes its stability. According Hanieh, (2015), Governments 

shouldn't mandate that resources or data be located in a particular nation or region. 
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It is true that promoting the use of personal social media like as blogs, wikis, podcasts, and 

virtual environments does not automatically lead to new methods of teaching. Though they can 

also be used to promote the traditional dissemination of behaviorist techniques, digital technology 

can also be utilized to support constructivist educational approaches. This has often been shown 

in primary, secondary, and postsecondary education (OECD, 2012). 

 

Utilizing digitalized information as a strategic economic resource is another strategy. 

Although a general consensus is still lacking, many experts have emphasized its huge potential for 

economic growth, as will be explored below in relation to productivity and economic development 

generally (Mansell, 2009; Weygand, 2008; Barefoot Et Al., 2018). 

 

The fact that some service industries are also seen as the foundation of economic activity 

has an impact on social development. Infrastructure services, in particular, that include 

transportation, telecommunications, water, energy, and financial services, are crucial to economic 

development and can help overcome Africa's physical infrastructure deficit, promote inclusive 

growth, and improve social welfare (UNCTAD, 2015). 

 

In order to reduce dangers and encourage adolescents to make the best use of the digital 

economy, legislation and other regulations are created and put into effect. Adults who want to 

learn digital skills can do so using this idea. The Government pledges under Section 114 to offer 

adults in England who require it publicly-funded basic digital skills training at no cost. The existing 

£1.5 billion Adult Education Budget will be used to pay for the training, which will be provided 

by colleges and other adult education providers (AEB) (ACT, 2017). 

 

Electronic Commerce and Development 

 

Development and the digital economy are closely related since advancing economic 

development is the primary goal of using the digital economy. A solid foundation is necessary for 

economic development, along with increased competitiveness and the creation of jobs in a variety 

of economic sectors. Economic growth is the steady rise in income of all members of society so 

that they are not dependent on material goods. One component of that problem is achieving 

development in an interconnected world, which is a world in which people, capital, expertise, and 

other resources can move across borders more readily and with a significant net benefit to the 

economies involved (Department of Economics Development and Tourism, 2006). 

 

Similarly, goals can be used to define economic progress. This means that its distribution 

is typically characterized as being tied to the development of money and jobs, as well as the 

enhancement of life quality. A process that influences economic growth and restructuring in order 

to improve a community's economic well-being can also be referred to as economic development. 

Economic development's primary objective is to raise peoples' standard of living through 

initiatives that focus on job creation, employment retention, and quality of life. Furthermore, no 

single plan, program, or strategy can lead to successful economic development. (The International 

Economic Development Councils, N.D.). 

 

The ongoing development greatly depends on the digital economy, open economy, 

participation, creativity, innovation, and modularity. According to the NDE research, this is true. 
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They believe there are strong connections between invention and production (Timothy and 

Sturgeon, 2017). 

When given the tools and chances necessary for success, youngsters may also be a positive 

force changer for economic progress. Young people should also pursue the education and develop 

the abilities necessary to participate in a thriving economy. They must have access to a labor pool 

that can include them in its workforce. Inadequate human capital investment and high youth 

unemployment rates are among the biggest issues facing many nations today (United Nations 

Population Division, 2015). 

 

Strategies for Promoting Youth Entrepreneurship 

 

Bring in families and the community 

Most youth programs currently only take into account the function of the individual 

entrepreneur and the entrepreneurial ecosystem. One of the most important variables in an 

entrepreneur's capacity to succeed is family support, especially for young people in rural areas. It's 

crucial to figure out how to involve and win the support of families and communities. 

 

Enhance your Business, Technical, and Life Skills for Applications Outside of the Project 

Due to a lack of employment prospects, particularly in developing economies, many young 

people turn to entrepreneurship. They might not, however, always be in entrepreneurial positions. 

Youth, families, and communities find development programs that include skills training that may 

be employed after the project is completed more appealing. 

 

Consider carefully how to assist young people in obtaining financing 

Access to cash is crucial for young entrepreneurs in order to launch or grow their firms. 

Sadly, these young people frequently have the least access to available funding. Finance access 

differs not only from nation to nation but also from community to community. As a result, 

development programs must carefully consider how to assist young people in obtaining the 

necessary funding. This entails carefully analyzing various financial models and creating goods 

catered to the requirements of the participating youngsters. 

 

Utilize Mentors and Set Definite Goals 

Young people might get assistance from mentors in reviewing their company ideas and 

plans. They serve as role models, introduce them to bigger networks, and set successful examples. 

According to research and analyses on young entrepreneurs, for mentoring to be effective, mentors 

and young businesspeople need to have solid relationships based on explicitly stated expectations 

and commitments. 

 

Be Prepared to Modify Your Approach to Fit Different Situations 

Although rural poverty shares some universal traits, the issues that young entrepreneurs 

encounter call for regionally based solutions. Depending on their local environment, young people 

may have distinct wants and goals and are more susceptible to external changes (such as changes 

in the climate, the economy, or political and social upheavals). Programs' ability to adapt and 

change as circumstances change can be their lifeline. 

 

Conclusions and Recommendation 
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Overall, the development of digital technology has had an impact on a lot of young people 

around the world. Most young people use their time using internet platforms for purposes other 

than profit. The majority of them spend their time searching for and accessing pornographic 

content, promoting hateful politics, and teaching other young people bad morals, neglecting 

economic services and products that could benefit them and the country as a whole, such as 

researching the market, services, products, and innovations. As a result of not participating in the 

economic opportunities, the youth's brains and minds are paralyzed when it comes to thinking 

about economic progress. 

 

Similar to how globalization has caused the world to enter a state of economic 

competitiveness and invention, the current pace is higher than it was in previous centuries. This is 

due to the current digital technology and innovation. Every country must take advantage of this 

chance to prosper and grow into an economic powerhouse. The government must manage and 

make use of the available youths if it is to succeed in this game and the economic conflict. This is 

due to the fact that 80% of young people have access to and proficiency with digital technology 

and the internet, making it simple for them to participate in production and services. The 

competitive mechanisms that fuel innovation must be well protected. Additionally, in this 

technologically advanced, competitive, and innovative period, young participation, strong and 

supportive digital regulations, education, and public participation on the platform of the digital 

economy can all help to solve this issue. At all costs, especially in the wake of the Industrial 

Revolution, the government must uphold the law and properly utilize the youths at its disposal as 

a resource.  
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Abstract 
 
A tourist attraction is a factor in tourist behavior. However, all regions do not have natural 

and cultural-based tourist destinations, thus losing economic opportunities as a source of foreign 

exchange and income for local people. The existence of artificial destinations is a solution to 

developing tourism potential so that all countries have opportunities for the tourism industry. The 

results of this literature study can be an opportunity for further research. Using the method multi-

step Temple and Pare (Temple, M. and Par e, 2015). The implications of policy recommendations 

for developing tourist destinations, especially in developing countries such as Indonesia.  
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Introduction 
 

The economic potential of tourism plays an important role in the economic resources of 

developed countries and has been used as a source of foreign exchange and local economic income. 

the number of tourist departures increased by seven percent with a total of 1.3 billion international 

trips (Indonesia et al., 2018). The tourism industry has experienced extensive growth in the last 

decade showing 1.4 billion international arrivals and 1.7 trillion exports from international tourism 

in 2018 (UNWTO), and through increasing GDP (Gross Domestic Income). In Indonesia, tourism 

and the creative economy play an important role in development, as before the COVID-19 

pandemic, their contribution was 11.8% to GDP and 14.66% to total employment. (Myra Gunawan 

Oliver Ortis, 2012).  

 

Another important aspect in developing countries is that the tourism sector is close to micro 

and small businesses, business groups that have strength during a crisis and can be relied on to be 

developed” (Sulistyadi, 2019)Tourism development aims to build the community's economy, it 

can be observed that during the Covid-19 pandemic which caused a general economic decline, it 

also affected the economy of micro and small businesses whose activities related to sources of 

income from the tourism sector also decreased, while businesses that did not only relying on the 

tourism sector to survive by finding their way by selling online. Thus the tourism economy has an 

impact on other economic sectors, especially those that have a major influence on the travel service 

sector and tourism bureaus. Foreign tourist arrivals in 2020 decreased by 74% (UNWTO, 2021a) 

which resulted in a decrease in tourist visits in 2021 to 55% and 67% compared to the arrival of 

foreign visits in 2019 (UNWTO, 2021b). The tourism sector is important because it affects other 

economic sectors and works to develop the community's economy, the implications of post-covid-

19 economic recovery can be started from the tourism economy so that it is encouraged to recover 

quickly. 

 

Understand the importance of developing tourism potential in Indonesia. The government 

stipulates the National Tourism Development Master Plan (RIPPARNAS), by implementing the 

development of Indonesian tourist areas in tourism area clusters according to the type and 

destination of tourism, as stated in Government Regulation No. 50 of 2011 that the National 

Tourism Development Master Plan referred to is explained in article 10 that Indonesia's tourist 

areas include the National Tourism Area (DPN), (Rencana Induk Pembangunan Kepariwisataan 

Nasional Tahun 2010 2025, 2022)  

 

The development of the tourism sector in Indonesia, especially for the regional economy, 

is constrained because all regions do not have natural and cultural attractions as a basis for tourist 

destinations. The tourism economy can work for areas known to have attractive natural landscapes 

and a strong culture of community assimilation that has been rooted for generations as a long 

historical heritage. However, for development areas or areas that are not related to history and are 

less fortunate in terms of natural environmental conditions and are not popular, then the area is 

constrained in developing a tourism economy based on nature tourism to be an alternative source 

of regional income. So that the positive influence on the local economy is not achieved which is 

expected to be able to move the people's economy or be strategic for the development of local 

markets based on tourist visits. 



 

259 

 

The unlucky area with the topography means that the existing destinations, which are 

explored by non-governmental organizations, are less developed because they are not supported 

by well-known natural-cultural-based attractions, so marketing support is not effective in bringing 

in tourists without quality tourism products. Solutions for developing the quality of the tourism 

industry for regions and countries that lack natural-cultural attractiveness, developing tourism 

products through creative and innovative tourism based on the attraction of artificial destinations. 

 

Discussion 
 

Destination Artificial Tourism. 

 

The Definition Of Artificial As An Artificial Destination Is Not Found, Because The Word 

Artificial Has Been Preceded By The Word Artificial Intelligence (AI) As The Meaning Of 

Artificial Intelligence In Machine Capabilities, Is A Computer System. Sources Of Artificial 

Intelligence Beyond Human Intelligence. References Divide AI Into Two Fields Of Science, 

Namely Computer Science And Operations Research, It Has Been Observed That Operational 

Research Tasks Can Be Replaced By Machine Intelligence”(Raisch, S. dan Krakowski, 2020)  

 

If the definition of Artificial is based on AI, then the artificial destination is cyberspace 

tourism on the digitization of virtual world entertainment media. However, the definition of 

artificial destination is not related to Artificial Intelligence. In this paper, "Artificial Destinations" 

is the meaning of "artificial tourist attraction" or "innovative tourist attraction". In future research, 

there may be a connection with Artificial intelligence 

 

The destination is another word to refer to tourist attractions, tourist destinations, or tourist 

areas. namely a geographical area that is an attraction for tourists to come and stay temporarily a 

tourism product, it is necessary to have prerequisites to become a destination. (Tuohino, A., & 

Konu, 2014), public places that offer a variety of attractions and services to subjects involved in 

regional migration relations.(Landolo, F., Fulco, I., Bassano, C., & D’Amore, 2019) Based on this 

understanding, it is analogous to "artificial destinations as tourism products". 

 

Furthermore, artificial destinations are tourist attractions that are built based on the ability 

of human creativity, and innovative tourism products to create tourist attractions outside of natural 

and cultural attractions in general. Artificial Destinations have a very broad meaning because they 

involve all human works, human creations made to be visited and felt in the form of tourism 

products. Artificial Destination is different from the definition of cyberspace. 

 

The implications of artificial destinations can be in the form of contemporary and 

permanent tourism vehicles or complementary to Natural-Cultural attractions, self-made 

destinations as tourist objects. Artificial destinations can be an imitation of nature and create 

dramatic nuances such as amusement rides, and audiovisuals, in the form of objects engineered by 

modern technology, sportarium, planetarium, and others. 

 

Artificial Intelligence 
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Artificial commonly known as Artificial Intelligence, In today's digital era, there is an 

increase in the volume, speed and diversity of data, as well as processing capabilities, as a result 

of new technology, creating Artificial Intelligence (AI) techniques (Brynjolfsson and McAfee, 

2017). AI systems that have great ability to interpret large amounts of data quickly, precisely and 

accurately, from this data are studied to achieve certain goals (Ledro et al., 2022) 

 

The definition of Artificial intelligence (AI) is "the ability of a system to interpret external 

data correctly, from which data is learned and used as learning to achieve certain goals and tasks 

through flexible adaptation" (Kaplan and Haenlein, 2019, p. 15)., because AI capabilities are used 

by many industries, healthcare, transportation and manufacturing because they help solve 

problems with traditional mathematical models (Thrall et al., 2018; Xiong et al., 2015). Including 

the business-to-business (B2B) field. (Chen et al., 2022). 

 

In 2018, Artificial Intelligence (AI) was adopted by companies in Korea as an interview 

medium for employee recruitment. So that it becomes a research topic that aims to explore the 

perspectives of applicants who experience AI-based interviews, platforms review company 

opinions, platform developers, and academics (Kim & Heo, 2022) 

 

Sustainable tourism 

 

The concept of tourism development, such as community-based tourism (CBT) and 

ecotourism, is the commitment of stakeholders to maintain sustainable tourism. socialized so that 

many countries are involved in the preservation of tourism objects, by the United Nations through 

the WTO and the United Nations Environment Program (UNEP) set 2002 as the year of 

international tourism (Sulistyadi, 2019). Sustainable tourism development because natural 

exploration of tourist destinations and the impact of tourist visits affect environmental 

sustainability, tourism development is synonymous with environmental conservation. 

grow”(Zhang, S., & Chan, 2020), as a counterweight to prevent environmental damage. 

 

 Sustainable tourism aims to strike a balance between environmental, community, and 

economic needs by taking into account the interests of future generations (Qiu, Q., Zheng, T., 

Xiang, Z., & Zhang, 2020). These guidelines are necessary for the protection and security of 

wildlife sanctuaries, protected forests, and watersheds from the damaging impacts of tourism 

development.(Bhalla, P., & Bhattacharya, 2019). 

 

Tourism is a person or group intentionally traveling far from their place of origin, to visit 

different environments as tourists. Generally, they want to be involved in various activities at 

tourist sites, their arrival is not related to distance from tourist destinations (Mark Anthony 

Camilleri, 2017). Tourist arrivals for a long time affect environmental sustainability, such as 

decreasing water quality, forests as a result of excessive exploration of tourist areas, and 

exploitation of flora and fauna, as well as the behavior of tourists who do not care about the 

environment.(Paul F. J. Eagles, n.d.) 

 

Sustainable tourism is essentially a series of multifunctional processes that have developed 

with an orientation to protect the environment, preserve culture, and promote social justice, 
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economic development opportunities, increase employment for quality of life, and develop local 

tourism. infrastructure. (Haid & Albrecht, 2021) 

 

Tourism Destinations 

 

The tourism industry is formed by five elements, namely tourism product packages. These 

elements support each other to create a destination attraction for tourists. Although tourism 

products are not determined by the reason someone comes, tourists expect pleasant attractions 

from the destinations visited. The results of this classic study explain that tourist areas depend on 

five key elements. that is; access, accommodation, attractions, activities, and facilities. 

 

Access is that a destination is worthy of a visit by tourists, there is an entry point for the 

country's territory and tourist area, in addition to various interesting attractions. Entrances are not 

necessarily the best means of transportation for all, but there is access available. such as 

transportation linked by walking or bicycle paths. 

 

Accommodation is if tourists want more than just visiting for a longer period, namely one 

day or more, and need lodging facilities. Offering various accommodation facilities at different 

price levels is a consideration for tourists to come. Accommodations are part of the attraction, as 

are buildings overlooking stunning views or spectacular landmarks. 

 

Attractions, tourist products. become a special attraction, especially for those who are 

coming for the first time or who rarely travel far. They travel to see what the destination has to 

offer, and what they will do, feel, and experience at the destination they visit. The attractive 

features offered are called tourist attraction products, including man-made attractions, special 

events, cultural or historical sites, arts and crafts, sports, music or dance, unique flora and fauna, 

nightlife, and others. Various attractions create a strong image. The diversity of the attractiveness 

of a destination has a great opportunity to bring in tourists. 

 

Activities are something that is enjoyed in the form of certain activities while at a tourist 

location. Like; as shopping, alfresco dining, sports, and outdoor recreation. 

 

Amenity is basic facilities in the form of electricity and water, sanitation facilities, drinking 

water, roads, security and emergency, internet and communication facilities, media, and others. 

These facilities make tourists stay safe and healthy while in tourist attractions. 

 

Conventionally, tourist destinations are generally based on the nature-the core culture of 

the destination, in the development of destinations, there are also artificial attractions, the future 

of artificial destinations will be the main force for tourists to come for tours because of the 

development of natural and cultural tourism is limited by areas and sustainable environmental 

issues. 

 

Artificial Destination is not Artificial Intelligence? 

 

The Tourism Industry: An Overview: discusses the concept of tourism. The reasons why 

individuals travel, the motivation of tourists to visit, and describe the various aspects that make up 



 

262 

the tourism industry. Access that can be seen by tourists at the destination. Is there accommodation 

if visiting for more than 24 hours? Recreational or business purposes both carry out recreational 

activities with the same needs. 

 

How tourist destinations offer different products for the diverse needs of tourists. Like; as 

urban (city) tourism, seaside tourism, rural tourism, ecotourism, wine tourism, culinary tourism, 

health tourism, medical tourism, religious tourism, cultural tourism (heritage, history), sports 

tourism, educational tourism, business tourism (meetings, incentives, conferences, and events). 

 

In closing, the article lists popular tourist attractions in North America to shed light on the 

many attractive alternative destinations for travelers with varying motivations. 

 

The conclusion of this article does not explain the differences in the attractiveness of 

destinations and a specific description of the type of destination in the classification of natural-

cultural destinations or artificial destinations. However, it is stated that the content of artificial 

tourism destinations such as sports tourism, educational tourism, business tourism, health 

(medical) tourism, and culinary tourism is included in the artificial tourism category. 

 

In the journal “Factors affecting value co-creation through artificial intelligence in tourism: 

a general literature review. (Solakis et al., 2022)   

 

This article is an overview study to determine the key customer-based factors and 

technologies influencing the value co-creation (VCC) process using artificial intelligence (AI) and 

automation for the hospitality and tourism industry. 

 

Using a theoretical base literature study approach to explore the main factors and 

technology based on customers impacted by VCC on tourism industry applications. Through the 

study of the relevant literature, conclude the theoretical framework of the postulates of the 

determinants of the VCC in the AI-driven tourism industry. The findings of this article identify 

perceptions, attitudes, beliefs, social influences, hedonic motivations, anthropomorphisms, and 

customer experiences as customer base factors for VCC using AI.(Cristina Ledro, n.d.) 

 

 AI Implications Like; Service robots, AI technology self-service kiosks, chatbots, 

metaverse, new reality tourism, machine learning (ML), and natural language processing (NLP) 

are all forms of technology influencing VCC. Research limitations/implications, the results of this 

study produce a theoretical framework, elements of human articulation and AI for future research, 

and expansion of the VCC prediction model in the tourism industry. 

 

Value Originality research on factors related to consumers and influencing customer 

participation in VCC and AI automation processes. 

 

The conclusion of this article concentrates on a review of the tourism literature on co-

creation experiences (VCC), identification of theoretical ideas and definitions, and themes to 

understand how technology is used to enhance co-creation between consumers and tourism 

enterprises. Identify the main customer-based and technology-based factors that influence 

customer-based factors, namely customer perceptions, attitudes, beliefs, social influences, hedonic 
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motivations, anthropomorphisms, and experiences as significant factors influencing the process of 

value creation through AI and its automation. 

 

In the article Analysis of the impact of artificial intelligence on the competitiveness of 

tourism enterprises: through the modified total interpretive structural modeling (m-TISM) 

approach by Kamakshi Sharma, Mahima Jain, and Sanjay Dhir Department of Management 

Studies, Delhi Institute of Technology, New Delhi, India. This study explores the variables driving 

the impact of artificial intelligence (AI) on the competitiveness of tourism companies. The 

relationship between variables was determined using a modified total interpretive structural 

modeling (m-TISM) methodology. 

 

Identification factors through literature review and expert opinion. This study investigates 

the hierarchical relationship between variables. The modified total interpretive structural modeling 

(m-TISM) methodology was used to develop a hierarchical relationship between variables 

showing direct and indirect impacts. The competitiveness of tourism companies is measured by 

investigating the effect of variables on the company's financial performance. 

 

Artificial refers to novelties made to imitate nature, as illustrated by the coastal excursions 

in the Anguedoc-Roussillon (the Languedoc) coastal region of historic southern France. To build 

an offshore windmill project, artificial reefs are made which are expected to increase the income 

of coastal tourism if the distance between the windmill and the beach is made ideal. Increased 

tourism revenues are conceivable if wind farms are linked to artificial reefs and access to 

recreational use continues. (Westerberg et al., 2013) 

 

Artificial in tourist attractions means man-made tourism, this is also found in ski resorts in 

Val de Bagnes, Switzerland. In order to control the availability of snow, artificial snow is created 

which is controlled by software, in connection with an uncertain climate that will harm the resort, 

since 2000, the use of artificial snow is aimed at ensuring the economic sustainability of ski resorts, 

in the paradigm of facing changes climate and sustainable development. (Revilleud et al., 2011). 

 

Artificial destinations in the sense of tourist attractions that are not based on nature, but as 

tourist spots created to create tourist attractions. To develop tourism to attract visitors, good 

strategic planning is needed, one of which is creating artificial destinations. This study aims to 

identify the attractiveness of natural and artificial tourism based on community-based tourism as 

a leading destination in Kalibening, Jepara Regency (Riyan & Suwarti, 2021)  

 

Artificial destinations are explained in tourist destinations on the island of Bali which show 

artificial destinations, in the form of wine-making factories that can be witnessed and visited by 

tourists as tourist attractions. Tourism in Bali is experiencing rapid progress, both in terms of 

quantity and quality. One of them is Sababay Winery, a local wine company that has wine tours 

that focus on tourist wineries. Winery tourism activities and their capabilities as leading artificial 

tourism objects in the village of Medahan. (Treacynthia & Sanjiwani, 2021).  

 

Metodology 
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Adopting the method in the article, Factors affecting value co-creation through artificial 

intelligence in tourism. Using the multi-step method of.(Temple, M. and Par e, 2015), first, 

formulate research questions (understand the elements and types of artificial destinations. Second, 

study human behavior literature to understand motivation towards tourism in a theoretical 

framework. Third, recommendations from independent experts to determine the selection of 

promoter and co-promoter sources Summarizing the elements in the previous research resulted in 

the findings of the latest research on predictors of destination in the artificially based tourism 

industry. 

 

 First, a study of the theoretical basis of potential tourism behavior on tourism 

attractiveness. Second, a study of the tourism variables of family, gender, group, and sustainable 

tourism variables is expected to cover local, social and environmental economics in tourism 

destinations. 

 

Conclusion 
 

The articles above do not explain the differences in the attractiveness of destinations for 

tourists. it was concluded that the topic of the article was not related to artificial destinations and 

the classification between nature-culture-based destinations and artificial destinations. 

 

Artificial intelligence is generated by computerized technology. The discussion of artificial 

destinations as tourist destinations (artificial destinations) was not found and not discussed but the 

content of artificial destinations such as sports tourism, educational tourism, business tourism, 

health (medical) tourism, and culinary tourism in the artificial tourism category. Artificial 

Destinations are tourist destinations that are not based on natural or cultural attractions and heritage 

but are created by humans as tourist destinations, including artificial destinations as a complement 

to natural-cultural destinations or independent artificial destinations. 

  

Tourist attractions are divided into three main dimensions that support each other, namely 

Natural Destinations, Cultural Destinations, and Artificial Destinations. The first two dimensions 

are classic destinations in the form of tourist attractions due to natural factors, cultural destinations 

related to the results of the interaction of social life in the scope of sociology and anthropology as 

assimilation of people's lives, and artificial destinations (artificial destinations). 

 

Constraints to the development of natural and cultural tourism destinations by factors; 1). 

Not all areas have natural and cultural wealth. it is difficult to develop the tourism economy as part 

of regional development. 2). Tourist areas are limited by the availability of land. 3) Excessive 

natural exploration has an impact on environmental damage. 

 

Implications of artificial destinations: 1) Each region can become a tourist destination by 

creating artificial tourism so that it can build a tourism economy, 2) improving the economy of 

regions and countries that do not have a hierarchical-cultural-nature attraction, 3) Reducing the 

impact of exploration on the environment, 4) Visiting mobility tourism not focused on one point 

that is at risk of outbreaks such as covid-19, 5) the tourism economy affects the country's economy, 

6) artificial destinations, a very wide space for creativity to be developed. 
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Future research opportunities, artificial destinations have an attraction that affects tourism 

behavior, how the form of artificial destinations is best suited to the conditions of a country or 

region, on certain ethnic and local cultures. What is the impact on investment and finance? How 

does it affect environmental sustainability and global issues? 
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Abstract 
 

We live in an era where everything is digitized. Nowadays, marketplace is showing an 
increasing number of online users and online applications due to technological inventions 
and rapid networks. Therefore, these advances is the driving force for the adoption of 
innovative business strategies. Free access and wide spread of digital platforms, social media 
and blogs encourage individuals to start small businesses. Accordingly, owners look for 
effective methods to reach out consumers and to market out their products or services which 
rise the possibility of business success and gradually lead to business growth. Digital 
marketing is the broad concept that includes various approaches, strategies and techniques. 
So that, this paper aims at discussing digital content marketing strategy as one of commonly 
used approach among small business by conducting a conceptual review that shad the lights 
on some theoretical researches and empirical studies of digital content. 
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Introduction 
 
Investigations over decades lead to emphasize on one main idea about marketing, 

which is catching the attention of target clients. Its principle rounds about how to convince 
customers to buy the product or the service by delivering them the maximum values. 
Marketing is constantly evolving and developing since it has a close link with technology, 
internet, digital channels, and applications. Digital marketing is the new way in approaching 
customers that is entirely different from the traditional methods and techniques. Due to the 
fast development of information and technologies, digital marketing becomes a dominant 
approach in current world. It is a broad concept that seeks to reach customers by using 
internet, social media platforms, mobile applications, email, video games and search engines. 
The goal is to create a communication channel with consumers. These new practices assist 
in understanding clients' behaviors, preferences and they tell a lot about their impression. 
This is also helps marketers to direct their advertisements to the audience via various digital 
systems that match their inquiries. According to Kee and Yazdanifard (2015) online users 
are more interested and involve in online content as it turns to be a part of their daily life. 
Moreover, they state that based on a survey about 48% of user's age from 18 to 34 who have 
a Facebook account confirmed this habit. Online users constitute a chance for marketers 
where they have connections with huge number of buyers comparing with traditional 
methods of marketing like magazines, television, radio and newspaper. Additionally, digital 
systems provide credible options for companies especially for small business owners. 

 
These systems enable them to speak directly to their customers and respond to them 

quickly. As a small business, it is easy to handle comments from customers that enhance their trust 

and appreciation. Therefore, marketing managers and firm's directors utilize much of the trust and 

appreciation. Therefore, marketing managers and firm's directors utilize much of the flexibility in 

the mechanism of digital platforms by adopting content strategy. Pulizzi and Barrett (2009) refers 

to content marketing as a technique of creating and distributing relevant and valuable content to 

attract, keep, and engage a clearly defined target audience in order to achieve profitable customer 

action. The strategy of content marketing looks for providing customers with useful information 

and high quality content in precise time that help them in purchase decisions. This strategy also 

aims at educating and informing target market about the firm's products. Furthermore, it is 

considered one of the effective approaches in growing small enterprises, retaining existing 

consumers and increasing new ones. 

 

Methods 
 

This article aims at conducting a conceptual review to explain some aspects of digital 

content marketing strategy. Along with, it tries to illustrate the link between the former strategy 

and small business growth by reviewing theoretical studies and discussing some of empirical 

findings in the context of content marketing investigations. 

 

Five Reasons Why Small Business Owners Should Shift to Use Digital Content Marketing 

 

Small business like any other enterprises seeks to gain profits and establish good reputation 

among customers. Certainly, there are different criteria to identify a small business. Size, number 
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of employees, annual revenues and sales can provide a clear definition. Robbins and Coulter 

(2018:344) refer to “a small business as an organization that is independently owned, operated, 

and financed; has fewer than 100 employees”. People tend to create their own business in first 

place to get rid of unemployment. Alongside, they turn their idea into a real business in order to 

satisfy the demands and needs of customers. Since small businesses struggle to survive in the 

market. They can utilize from free digital platforms to reach shoppers and to grow their business. 

Here are five reasons that motivate firms to adopt digital content marketing to enhance their 

performance. 

 

First, content is a powerful tool in driving and engaging audience with a company business 

and activities. The more the content is formative, clear and valuable, the more it attracts customers. 

A good content creates a good reputation of the firm and increases client's awareness which then 

lead to build trust in its products and services and eventually they become loyal clients. For any 

small business owner, digital content is an opportunity to invest in the market and to start enterprise 

since, online users spend most of their time using and exploring websites, social media platforms 

and blogs. According to Rowley (2008) information is integral to marketing since most of products 

and services contain information that affect customer's behavior. She points out (2008:523) that 

digital content can be used both as an attractor in marketing communication, and as a product at 

the heart of the marketing exchange. 

 

Second, digital content is a strategy that provides small business owners with different 

choices to reach customers via multi digital channels. They can create videos and posts in addition, 

they can upload photos and add info graphics. Accordingly, owners stimulate clients and engage 

them with day to day advertisements of their products and services which makes customers know 

more about their business and they keep visiting their digital chancel or website. Therefore, good 

communication channel can be established through where owners get more aware about customers 

preference, interests and desires. Precisely, mastering content strategies and techniques is a key 

success of marketing a business. 

 

Third: As an owner of small business you may not have enough budget to pay for expensive 

traditional advertising. So that, content strategy is the solution. A quality content helps to grow 

business gradually and sustainably. The owner have to be intelligent enough to decide on the types 

of the content and the included information by focusing on attracting the target audience. 

 

Fourth, owners can receive feedback about their products and services directly from 

customers. For example, if they are using social media platforms like Facebook or Instagram they 

can notice customer's comments on posts relating to their products. Moreover, they can elicit if 

their marketing strategy work or not. These feedbacks can assist to improve products or services 

in a way that fulfills clients inquires which increases sales. 

 

Fifth, investing on digital content gives a small business a chance to compete with other 

businesses and companies in the market. As mentioned previously, cohesive, formative and quality 

content attract and drive more customers as well as, it generates sales and leads to create brand 

awareness. Such a strategy is the best approach to reach target audience in perfect times which 

also enhance the company performance (Lieb, 2011). 
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Discussion 
 

In recent years, digital content as a new marketing strategy draws the attention of 

researchers and marketers especially with technological inventions and online applications, which 

evokes needs to investigate the nature of digital content in relation to business growth. The first 

part of this section will consider some theories of literature review in digital content while the 

second part will address some of empirical findings. Rowley (2008) explains the nature of digital 

content with reference to its inherent characteristics and the consequences for the marketing of 

digital Content combined with fixing the notions of “value" in relation to digital content. The 

researcher concludes that digital content has a number of characteristics that derive from its 

essential nature as information 

. 

Pulizzi and Barrett (2009) suggest that smart companies of every size utilize technology in 

order to reach all important information and details of customers including their email address. 

Online applications provide customers with valuable content that enable them to make smart 

buying decisions. Moreover, the writers state that smaller companies used to rely on media 

companies to deliver their message to their targeted buyers. However, now the matter is changed 

with technologies and online applications 10-person Company may be able to market out a10, 000-

person Company. It has been mentioned that there are three core criteria underlying the shift in the 

technological balance of power away from media giants and toward companies of all sizes. Frist, 

the ability to create sophisticated online publications such as Web sites, digital magazines, and e-

newsletters. Second, the ability to manage huge amounts of data relating to current and future 

customers. Third, the ability to do both of these simply and inexpensively. 

 

Halttunen et. al (2010) conduct a literature study to illustrate the general view of digital 

content markets (DCMs) based on three perspectives: technology, business and consumer 

behavior. They discuss online businesses based on digital content, such as music and videos. The 

researchers adopt a research model depends on the three former perspectives and by considering 

technology as its main factor. Thus, Utilization of technologies has been viewed as a process where 

both people and firms use it in a beneficial way. According, technologies affect business models 

and consumer behavior. From a communicational perspective, it has been observed that the 

emergence of efficient and inexpensive broadband access to the internet is a turn point for the 

presentation of digital content. As a result, the content is provided without the need to download 

it. Additionally, a new way is introduced to search and share digital content which is networks. 

These improvements make digital content accessible for a wide audience. Moving to the business 

view, the current research analyzes a business model by referring to the value networks, the 

barriers to entry and new digital distribution channels. A business model is a representation of 

strategic choices for creating company’s underlying core logic and capturing value within a value 

network. Along with, a consumer perspective which brings a clear understanding of how 

consumers behavior and reaction have changed. Customers are more interested in online marketing 

rather than traditional one. The investigators point out that online businesses will have links with 

information and communication technologies. Computer and mobile networks as well as television 

will have a common base. This is a crucial factor when developing sustainable solutions for DCMs. 

 

Elisa and Gordini (2014) in their study discuss a literature review of content marketing. 

They analyze different views. Accordingly, the researchers reach to identify three pillars that 



 

273 

characterize CM: the first is contents; the second is customer's engagement and the third is goals. 

They also summarize CM metrics. They point out to four categories: consumption, sharing, lead 

generation and sales metrics. These categories are integrated and they help firms to achieve their 

goals such as measuring the contribution of the three pillars of CM to value creation. Consumption 

metrics help the marketing manager measure brand awareness and website traffic generated by the 

content, thus measuring the effect of the first pillar of CM. Sharing metrics measures the level of 

content sharing by consumers with their network of people with a direct and significant impact on 

the engagement. Thus, these metrics are a useful tool for the measurement of the second pillar of 

the CM. Lead generation metrics measure how often-content consumption results in a lead. Thus, 

lead generation is often an emphatic goal for content creation, especially in B2B. Sales metrics 

help to identify the impact of CM on firm performance. Thus, these metrics help marketers to find 

out how CM affects customer acquisition and sales goals. 

 

The importance of digital content can be seen in the number of the empirical conducted 

studies that indicates the dynamicity of marketing in providing solutions and suggestions for better 

marketing processes. The following are some of these empirical researches. Nuseir and Aljumah 

(2020) investigate the role of digital marketing on business performance in the small and medium 

enterprises sector of the United Arab Emirates. The goal of their research is to determine the 

empirical relationship between digital marketing and business performance among SMEs of UAE. 

The study was conducted on marketing managers and IT managers of SMEs. It is mentioned that 

70% residents of United Arab Emirates take advice from social media before purchase. Therefore, 

it has been noticed that social media applications provide information to customers. The results 

have showed that digital marketing efforts made by applications influence the performance among 

SEMs of UAE, and that the utilization of the latest technology enables firms to approach customers 

remotely. Moreover, it has been observed that the adoption of digital marketing applications takes 

place due to external competitive pressure that influences business performance. It is suggested 

that businesses must utilize latest technological advancements for marketing efforts to approach 

customers effectively and efficiently in order to grow in a highly competitive environment. 

 

Sharma and Thakur (2020) conduct a study about the impact of digital marketing on 

consumers purchase. The purpose of this research is to examine the influence of digital marketing 

on customer's buying behavior. The investigators seek to discover whether digital marketing is an 

imperative tool for both marketers and consumers. The study takes place in India and the sample 

is 100 respondents who buy goods or services via digital platforms. A quantitative questionnaire 

for the analysis of primary data is used to examine the effect of digital marketing on various 

criteria. The results have shown that customer behavior is crucial to commercial performance. Yet, 

those consumers adopted the usage of the Internet and online applications and many of them were 

satisfied with the items that they bought by Digital network. A business will grow and increase as 

marketers know customer's needs and desires. 

 

Febrian et.al (2021) investigate content marketing communication that uses two different 

theories which are the use and generation theory (UGT) that delivers customers value and the user-

generated content (UGC) from the direct customers who deliver it. The main objective of their 

research is to test whether digital content marketing using UGT and UGC affect customer 

engagement and purchase intention. The study takes place in Indonesia and the sample is 267 

participants. The findings have showed that digital marketing content has a positive impact on 
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customer engagement and purchase intentions. The study has also mentioned that customers play 

a significant role in marketing process of communication. This enhances customer engagement, 

which increase customer purchase intentions for online shopping in e-commerce. The study 

accounts for the content which focuses on customers' needs and which solves their problems. 

 

Conclusion 
 

Digital content marketing is a strategy that is used to create, publish and distribute valuable 

and useful content for a target audience online. The goal of digital content strategy is to help a 

business of every size to establish a relationship with clients by building brand awareness and 

providing them a content that is attractive. Consequently, digital content is regarded a great 

practice for small business to grow and to increase its sales and profits. Owners should promote 

their business by being able to create a content that keep and engage customers. Using online 

platforms is free and accessible however, it is not an easy task. Marketers must be aware which 

platform is suitable to market out their products or services for example, Pinterest is more used by 

women, Instagram is based on photos and Snapchat is more used by youngsters. The wide spread 

of online applications makes the marketplace is a very competitive environment which requires 

small businesses to struggle. Therefore, digital content practice is the opportunity to survive 

especially, it does not ask for a high budget. Customers always search for new products or services 

online therefore, a smart firm that has online presence at different websites and social media 

platforms can easily catch customers. 
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