2017 International Conference on Business and Economics
and 13

th

KODISA International Conference

Incheon National University, Incheon, Korea, December 27-28, 2017

第13回 國際統合學術大會
1. THEME: Science, Technology, Innovation and Humanities for Sustainability of Business,
Economics and Cultures
2. DATE: December 27–28, 2017
3. VENUE: Incheon National University, Incheon, Korea (the Republic of)
4. ORGANIZER: Korea Distribution Science Association (KODISA), Korea

EDITED BY:

Jung Wan Lee, Boston University, USA
Dong Ho Kim, SUNY Empire State College, USA
Myoung-Kil Youn, Eulji University, Korea
Jong-Ho Lee, Kongju National University, Korea
Hee-Joong Hwang, Korea National Open University, Korea

13th INTERNATIONAL CONFERENCE OF KODISA
The publication is an official program and Proceedings of the Winter 2017 International Conference on
Business and Economics (ICBE2017) and the 13th International Conference of the Korea Distribution
Science Association and Allied Academies.
Publication Date:
The publication is printed on December 27, 2017.
Ⓒ 2017 KODISA. All rights reserved
The articles and individual contributions contained in the Proceedings are protected under copyright by the
Korea Distribution Science Association.
Publishing Office:
Hanshin Officetel Suite 1030, 2463-4 Shinheung-Dong Sujeong-Gu, Seongnam-City, Gyeonggi-Do, KOREA
(461-720).
TEL: (+82 31) 740-7292, FAX: (+82 31) 740-7361, http://www.kodisa.org
E-mail: kodisajournals@gmail.com
Printed by Dunam Publishing, Seoul, Korea Tel: (+82 2) 478-2066 Fax: (+82 2) 478-2068

“This publication was supported by the National Research Foundation of
Korea Grant funded by the Korean Government (MEST)”

2017 International Conference on Business and Economics
th
and 13 KODISA International Conference
Incheon National University, Incheon, Korea, December 27-28, 2017

第13回 國際統合學術大會
THEME: Science, Technology, Innovation and Humanities for Sustainability of Business, Economics
and Cultures

CONFERENCE PROGRAM COMMITTEE
CONFERENCE CHAIR
• Jung Wan Lee, Boston University, USA
CONFERENCE PROGRAM CO-CHAIRS
• Jung Wan Lee, Boston University, USA
• Lv Tao, Shandong University of Political Science and Law, China
• Myoung-Kil Youn, Eulji University, Korea
CONFERENCE PROCEEDINGS CO-EDITORS
• Jung Wan Lee, Boston University, USA
• Dong-Ho Kim, SUNY Empire State College, USA
• Myoung-Kil Youn, Eulji University, Korea
• Jong-Ho Lee, Kongju National University, Korea
• Hee-Joong Hwang, Korea National Open University, Korea
CONFERENCE ADMINISTRATIVE DIRECTORS
• Myoung-Kil Youn, Eulji University, Korea
• Shuai Su, Shandong University of Political Science and Law, China

FOR FURTHER INFORMATION
Conference Chair
Jung-Wan Lee (Boston University, USA). E-mail: jwlee119@bu.edu
Managing Director of KODISA
Myoung-Kil Youn (Eulji University, Korea). E-mail: kodisaljournals@daum.net
Assistant Director of KODISA
Shuai Su (Shandong University of Political Science and Law, China). E-mail: su.shuai@gmail.com
Address of Managing Office
Hanshin Officetel Suite 1030, 2463-4 Shinheung-dong Sujeong-gu, Seongnam-city, Gyeonggi-do, KOREA (461-720).
Tel: (+82 31) 740-7292 Fax: (+82 31) 740-7361
E-mail: kodisajournals@gmail.com
Homepage: http://www.kodisa.org/ and http://kodisa.jams.or.kr/

CONFERENCE ORGANIZER

CONFERENCE CO-HOST

CONFERENCE PROGRAM CO-ORGANIZERS
• East Asia Business Economics Association, Korea
• Korea Social Contribution Association, Korea
• International Convergence Management Association, Korea
• Korea Artificial Intelligence Association, Korea
• Korea e-Commerce Research Association, Korea
• Daehan Academy of Management Information System, Korea
• Tourism, Business and Economic Research Institute, Jeju National
University, Korea

CONFERENCE SPONSORS
• National Research Foundation of Korea, Korea
• KODISA Scholarship Foundation, Korea

WELCOMING ADDRESS

Dong-Sung Cho Ph.D.
[President, Incheon National University, KOREA]

Dear the president of KODISA and many domestic & foreign professors!
First of all, I sincerely congratulate on holding the Winter 2017 International Conference on
Business and Economics and the 13th KODISA International Conference, and I truly welcome you all
as a representative of this school.
Especially, I express my respect to the president Jung Wan Lee and Myoung-Kil Youn of KODISA
for such hard work to hold this conference, and I also deeply thank all the domestic/foreign
presenters and executives of the association for the valuable presentation for the development of
distribution industry. Our university is also concentrating on the major five peaks like bio area and
internationalization sector for the future, and also focusing on the matrix-type education connected
with companies. Therefore, it is more meaningful to hold the winter international conference of
KODISA in Incheon National University.
With the upcoming 4th industrial revolution, the distribution industry is required to have many
changes and development. In this period, it would be timely for KODISA that has been
continuously grown like the registration in SCOPUS to hold this conference under the theme of
'Science, Technology, Innovation and Humanities for Sustainability of Business' to seek for the future
development of distribution industry. Also, it would be contributing to the improvement of
academic status in distribution area through diverse researches and application to reality in
distribution area.
I hope that this international conference becomes the foundation of academic development of
distribution science through active discussions between presenters and participants, as a great
chance to draw the institutional direction for the development of distribution industry. Once again,
I am pleased to be able to hold this winter international conference of KODISA in this school, and
I wish all of you well.
Thank you.
December 27, 2017.
5

WELCOMING ADDRESS

Lv Tao, Ph.D.
[President, Shandong University of Political Science and Law, CHINA]

I would like to congratulate very much opening of the 13th term International Conference under
supervision of both the Korea Distribution Science Association (KODISA) and Shandong University of
Political Science and Law and feel much pleasant to take office of conference Chair of the
conference.
As I mentioned before, the international conference allows scholars of both countries to visit the
other country and to meet two times every year and to be much valuable and meaningful. Both
organizations have made contribution continuously to not only scientific world but also business
world in Korea, China, East Asian countries and others at the international Conference. In particular,
close cooperation between both countries at China-Korea FTA negotiation shall increase value of
the conference.
I hope that scholars of the conference from Korea, China and East Asian countries shall increase
scientific knowledge to expand research areas and to help associated industries and to be
worldwide scholars.
Finally, I hope that this conference shall publish theses of various kinds of areas from December
27 to December 28 to open it successfully in Incheon National University, and that all of scholars
in the conference would have fruitful and valuable time.
Sincerely,
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WELCOMING ADDRESS

Lee, Jung Wan, Ph.D.
[Professor, Boston University, United States]
Conference Chair

On behalf of the Conference Organizing Committee and Program Committee, I take this
opportunity to welcome all of the delegates and the accompanying persons and guests for the
Winter 2017 International Conference on Business and Economics (ICBE2017) and the 13th KODISA
International Conference will be held in the Incheon National University, Incheon (Songdo), Korea,
26th–28th of December, 2017. The conference is hosted jointly by the Korea Distribution Science

Association (KODISA) in Seoul, Korea and the Incheon National University (INU) in Incheon,
Korea.
The conference aims to share scholarships regarding issues of Science, Technology, Innovation
and Humanities for Sustainability of Business, Economics and Cultures to offer an excellent
opportunity to meet colleagues from around the world so as to enable participants to exchange
information and ideas on the topics, and to get presented and published scholarly papers, research
notes and case studies in the conference Proceedings (Thomson Reuter’s Conference Proceedings
Citation Index- Social Science & Humanities (CPCI-SSH) Category indexed) and affiliated KODISA
journals (indexed in SCOPUS, Cabell's Directory, Crossref and DOAJ).
I am extremely pleased that this year we have received a total of 85 presentations of full papers,
research-in-progress papers, and special panel discussions from 130 scholars, industry leaders, and
public policy makers coming from 15 countries. On December 27, 2017, after the conference
opening session, an official reception of the conference will be following for the registered
delegates and their spouse or accompanying persons. As part of this conference tradition, we will
honor Best Paper Award winners. You will not only meet and greet and network with your
colleagues from academics and industry but also engage in stimulating discussions based on
academic research papers and business practices.
Finally, I would like to thank our colleagues and administrative executives at Incheon National
University and Korea Distribution Science Association for jointly hosting the conference, and the
National Research Foundation of Korea for sponsoring the conference in many ways. I would also
like to thank all the attendees, session chairs, reviewers and local organizing directors for their
critical role in achieving success of the conference.
Sincerely,
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WELCOME MESSAGE

Sang Youn Lee, Ph.D.
[Chairman, East Asia Business Economics Association, Korea /Professor,
Administration, Caroline University, CA, USA.]

Dean of School of Business

Welcome all of the delegates and the accompanying persons and guests for 2017 International
Conference on Business and Economics and 13th KODISA

International Conference being held in

Incheon National University, Incheon, Korea, December 27-28, 2017. The conference is hosted jointly
by the Korea Distribution Science Association (KODISA) , Shandong University of Political Science
and Law of China and East Asia Business Economics Association, Korea
The conference aims to share scholarships regarding issues of science, technology and humanities
for business and economic sustainability, to offer an excellent opportunity to meet colleagues from
around the world so as to enable participants to exchange information and ideas on the topics,
and to get presented and published scholarly papers, research notes and case studies in the
conference proceedings and affiliated journals.
I am extremely pleased that this year we are offering 5 presentations of full papers,
research-in-progress papers, and special panel discussions from international scholars, industry
leaders, and public policy makers coming from some 30 countries.
Finally, I would like to thank our colleagues at KODISA and Shandong University of Political
Science and Law of China for hosting the conference, and the National Research Foundation of
Korea and the Korea Business Activity Society for sponsoring the conference in many ways. I would
also like to thank all the attendees, track and session chairs, reviewers and local organizing
directors for their critical role in bringing together the conference.
Sincerely,
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WELCOME MESSAGE

Chul-Ju Park, Ph.D.
[Chairman, International Convergence Management Association, KOREA]

We would like to truly welcome all of you who attended the Distribution Science Conference on
this good day with our growing dreams as the beautiful fresh green. Also, we truly appreciate all
executives of the academic society for their effort into organizing today's event.
The International Convergence Management Association (ICMA) celebrates its 4rd year after its
establishment 2013 by Professor Kyu-Yeol Shim(Gumi University), the first president. It has just
sowed its seeds, it is still at a premature, young stage. However, we are putting all of our strength
and force into it with confidence that the society will have a prosperous future despite its weak
start.
We believe we need to do the following three things for the development of this academic society.
First, we must aim for 'entrepreneur spirit' to revive the world economy. A person who explores a
change, responds to the change, and used the change as an opportunity is called an entrepreneur,
and the challenge spirit of turning the opportunity into a business is called entrepreneur spirit. This
is why we must aim for 'entrepreneur spirit' to overcome the dark situation of unstable and
faltering global economy.
Second, we must aim for 'creative education' that leads the future society. It is said that our
future society will be a knowledge-based society, in which it is not an exaggeration to say that a
firm's success depends on its ability of changes and innovations. One that will lead changes and
innovations is creative individuals. After all, the fruit is generated by creative competent individuals.
Third, we must brighten the era with the 'convergence of knowledge.' The world is changing very
fast, and it seems that changes and innovations are even more accelerating as time goes by. In an
environment with such intense changes, we believe we should walk the path of exhibiting the
synergy of convergence by integrating the knowledge various fields instead of becoming an expert
in a certain field.
Even though all of these may seem impossible, we can all realize them, gain victory, and smile in
the end as long as we want them. A bell must be hit and hurt more to ring and resound faraway.
Let's ring the bell of hope so that our academic society can be deeply rooted into the dry land
while encouraging each other in the same will.
With our warmest regards,
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WELCOME MESSAGE

Hwang, Yongcheol. Ph.D.
[Professor & Director, Tourism Business & Economic Research Institute, Jeju National University, South
Korea]

I'm very happy to send a "Welcome Message" on behalf of the Tourism Business & Economic
Research Institute at Jeju National University, in charge of publishing JTIR (Journal of Tourism &
Industry Research), as a conference co-chair of ICBE 2017(International Conference On Business and
Economics 2017), at Inchon University, Korea. I’m eagerly hoping that this conference will be
successfully in every aspect.

The annual international conference of East Asian Studies is led by

prominent scholars, researchers, graduate students, business executives, and researchers from around
the world.

I am convinced that this is an encouraging international conference.

The fact that the diversity of the topics being presented, the quantity and quality of the research
papers, and above all, the scholars from all over the world as presenters, moderators, and debaters,
are the driving force behind this conference's present and future value.
I would like to express my sincere gratitude to co-president Jung-Wan Lee, Myoung-Kil Youn,
past advisors and executives, editorial staffs, and secretariat staffs, who have come to devote all of
their enthusiasm to become the largest international academic conference in the field of humanities
and social sciences. In December 2018 for the next conference, I hope that Jeju University can host
this academic conference.
Once again, I would like to extend my best wishes to all of you who have participated in this
event. I hope that in 2018 we will be healthier in the new year and full of happiness in our homes
and workplaces. Finally, I would like to thank you for your interest and submission to JTIR, the
journal of our institute, along with the academic growth of everyone who attended here. Please
refer to the homepage of our institute for further information (http://tberi.jejunu.ac.kr/).
Good luck to each and every participant at this conference!
Thank you.
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WELCOME MESSAGE

Jung, Chul-Ho, Ph.D.
[Professor & Chairman, Mokwon University, Korea Electronic Commerce Research Association, Korea]

Dear participants.
I’m greatly honored to give the welcoming Incheon University, Korea, December 27, 2017.
Especially, this year the Korea Distribution Science Association (KODISA) thankfully joins us together.
This conference is hosted by KODISA and is held jointly by a number of academic organizations
from the business, economics, and culture sectors. I’m honored to be part of this large conference
as a collaborative academic organization.
Theme of this conference is “Science, Technology, Innovation and Humanities for Sustainability of
Business, Economics and Cultures”. I’m delighted to have an opportunity to discuss and interact
with experts from diverse field based on this topic.
I would like to thank Professor Jung Wan Lee, Professor Yu Fu Li, and Professor Myung-Kil Youn
for organizing this conference.
KECRA is an organization that studies various topics related to e-commerce and management
innovation. Therefore, it was highly desirable that interested scientists gather to report new advaces,
review progresses, discuss conflicting findings and divergent interpretations and make meaningful
plans for the future phases and directions for further research.
Finally, I would like to thank all the attendees, track, and session chairs, reviewers and local
organizing directors for valuable contributions for this conference. It would be the good fortune of
getting to know personality many of the active and experienced researchers in this field.
Thank you.
December 27, 2017
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WELCOME MESSAGE

Kim, Yong-Ho, Ph.D.
[Professor & Chairman, Daehan Academy of management Information Systems , Korea]

Dear Colleagues,
Greetings.
First of all, I would like to thank KODISA for hosting this international conference. It is an honor
to meet you at the beautiful campus of Incheon National University. I would also like to thank
professor Jung Wan Lee, Professor Yu Fu Li, and professor Myung-Kil Youn for organizing this
conference.
I’m thrilled to have a meaning for international conference with a number of academic
organizations, and I’m confident that it will also be an opportunity for DAMIS to mature more
academically and systematically.
The theme of this conference is “Science, technology, innovation and humanities for sustainability
of business, economics and cultures”. I think it has a lot of significance in relation to the fourth
industrial revolution which is becoming a more important issue lately.
DAMIS is an organization that studies various topics related to management and management
information systems. Therefore, it was highly desirable that interested scholars to gather and report
new advances, review progresses, discuss conflicting findings, divergent interpretations, and make
meaningful plans for the future phases and directions for research.
I would like to thank all those who have attended this international conference. I wish you all the
best for academic achievement and personal exchange.

Thank you
December 27, 2017

12

WELCOME MESSAGE

Wanki Kim, Ph.D.
[Chairman, The Korea Artificial Intelligence Association, KOREA]

Prof. Myoung Kil Youn, Prof. Jung Wan Lee, delegates and attendees to the 2017 International
Conference on Business and Economics on Science, Technology and Humanities for Business and
Economic Sustainability and guests. I would like to thank the CONFERENCE ORGANIZING COMMITTEE for
inviting and welcoming us to co-host this very important conference. It is my personal honour to be
amongst you. What a perfect time to hold this conference on the theme for a changing world. I am
delighted that more than 30 foreign scholars from 15 countries from around the world have come to
2017 Inchon International Conference. Our KAIA, as well as speakers and panelists also attended in the
country like to say thank you. I am particularly happy to receive you on Jeju Island, which is famous,
among other things, for its unrivalled beauty and unique cultural heritage which are a product of its mix
of both continental and ocean features. I wish all participants a pleasant stay in Korea and an enriching
experience, both personally and professionally. I hope that this gathering will provide the opportunity to
share the results, facilitate the making of new acquaintances, and strengthen personal friendships among
scientists from different parts of the world. And I look forward to an intellectually simulating during the
conference period. I sincerely hope that this conference will bear fruitful results.

Sincerely yours,
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WELCOME MESSAGE

Myung-Hee Jung, Ph.D.
[Professor & Chairman, Jungwon University, Korea Social Contribution Association , Korea]

I would like to truly honored joins this conference by KODISA and is held jointly by a number of
academic organizations from the business, economics, and welfare management sectors. I’m
honored to be part of this large conference as a collaborative academic organization.

Through the efforts of KODISA members, the Academy has prospered. I would like to be a
professor who has excellent talents in the best field of Korea and will be a academic to discuss
their research fields. I also hope that the KODISA has the trust and development among the
members. Every year I used the KODISA conference to discover global information and research
issues. The KODISA conference has made me now and is the same institute as my hometown. I
hope KODISA will be proud and continue to grow.
I hope that the development of KODISA and the happiness of our members will always be full.

I sincerely hope to be your pleasure.

Thank you.
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CONFERENCE MASTER SCHEDULE
DATE

DAY

TIME

EVENT & VENUE

Inchon National University (Songdo campus) College of Economics and Commerce

Track 1
[Main Hall]

December
Wednesday
27

Academic Paper
Presentations

Joint Symposiums
Opening
Ceremonies,
Award Ceremonies,
Reception

Track 2
[Hall B]

Track 3
[Hall C]

08:00–10:00

Paper Presentations
Global Session 1

Paper Presentations
Global Session 2

Paper Presentations
Global Session 3

10:00-12:00

Paper Presentations
Global Session 4

Joint Symposium
KODISA – KAIA

Joint Symposium
KODISA – KSA

12:00-13:00 Lunch Break

13:00-14:00

Paper Presentations
Local Session 4

Paper Presentations
Local Session 5

Joint Symposium
KODISA – TBERI

14:00-15:00

Paper Presentations
Local Session 1

Paper Presentations
Local Session 2

Paper Presentations
Local Session 3

Joint Symposium
KODISA – EABEA

Joint Symposium
KODISA – ICMA

Paper Presentations
Global Session 5

Paper Presentations
Global Session 6

Joint Symposium
15:00-16:00 KODISA – KECRA
KODISA - DAMIS
16:00-17:00

Paper Presentations
Global Session 4

17:00-18:00 CONFERENCE OPENING CEREMONIES [Main Hall]

18:30-21:00 CONGRESS AWARD CEREMONY AND RECEPTION [Conference Hall]
Track 1
[Main Hall]

December
Thursday
28

Track 2
[Hall 0154]

10:00–12:00 Research Networking
Close

12:00

Post-Conference Meeting
15

Track 3
[Hall 0158]

CONFERENCE PROGRAM SCHEDULE

Day 1 Schedule: Wednesday, December 27, 2017
Academic Paper Presentations
[Track 1]: Global Session 1 [Main Hall]
Session G1: 08:00 – 10:00 Wednesday December 27
Theme: Economics & Business(JAFEB)
Session Chair : Jung Wan Lee, Ph.D.
(Boston University, USA)
Paper G1: Spillover Effects of FDI Inflows on the Banking Industry in China
Researcher: Jung Wan Lee, Boston University. Boston, United States.
Zhen Wang, Boston University. Boston, United States.

Paper G2: How Vulnerable is Indonesia’s Financial System Stability to External Shock?
Researcher: Nika Pranata, Indonesian Institute of Sciences, Indonesia.
Nurzanah, Indonesian Institute of Sciences, Indonesia.

Paper G3: Oil Price Fluctuations and Stock Market Movements: An Application in Oman
Researcher: Abdelghani Echchabi, A’Sharqiyah University, Oman.
Dhekra Azouzi, University of Tunis El-Manar, Tunisia.

Paper G4: Subsidy Rationalisation for General Purpose Flour: Market and Economics
Implications
Researcher: Fatimah Binti Kari, University of Malaya, Malaysia.
Muhammad Mehedi Masud, University of Malaya, Malaysia.
Md. Khaled Saifullah, University of Malaya, Malaysia.

Paper G5: Evaluation of Economic Potential and Level of Concentration of the Regions of
Kazakhstan
Researcher: Nailya K. Nurlanova, Institute of Economics of the Ministry of Education and Science of the
Republic of Kazakhstan.
Anel A. Kireyeva, Institute of Economics of the Ministry of Education and Science of the Republic
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of Kazakhstan.
Rashid M. Ruzanov, Institute of Economics of the Ministry of Education and Science of the
Republic of Kazakhstan.

Academic Paper Presentations
[Track 2]: Global Session 2 [B Hall]
Session G2: 08:00 – 10:00 Wednesday December 27
Theme: Economics & Business(JAFEB)
Session Chair : Myoung-Kil Youn, Ph.D.
(Eulji University, KOREA)
Paper G6: Linkage between Public Policy, Green Technology and Green Products on
Environmental Awareness in the Urban Kuala Lumpur, Malaysia
Researcher: Md. Khaled Saifullah, University of Malaya. Malaysia.
Fatimah Binti Kari, University of Malaya. Malaysia.

Paper G7: An Exploratory Treatise on Consciousness and Espousal of Halal Supply-Chain: An
Indian Perspective
Researcher: Rajasekhara Mouly Potluri, American University of Nigeria, Nigeria
Jung Wan Lee, Boston University. United States.
Lohith Sekhar Potluri, Amrita University. India.

Paper G8: Sustainability Practices as Determinants of Financial Performance: A Case of
Malaysian Corporations
Researcher: Amacha Bright, Anglia Ruskin University, United Kingdom.
Omkar Dastane, School of Accounting and Business Management, FTMS Global College, Malaysia.

Paper G9: Brands and Competing Factors in Purchasing Hand Phones in the Malaysian
Market
Researcher: Mahfuzur Rahman, University of Malaya, Malaysia.
Yusof Ismail, University of Malaya, Malaysia.
Mohamed Albaity, University of Sharjah, United Arab Emirates.
Che Ruhana Isa, University of Malaya, Malaysia.
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Paper G10: Top-executives Compensation: The Role of Corporate Ownership Structure in
Japan
Researcher:

Mohammed Mehadi Masud Mazumder, University of Dhaka, Bangladesh

Paper G11: The Role of Quality of Relations in Succession Planning of Family Businesses in
India
Researcher:

Parimal Merchant, Birla Institute of Technology & Science, Pilani, India.
Arya Kumar, Birla Institute of Technology & Science, Pilani, India.
Debasis Mallik, S. P. Jain Institute of Management & Research, India.

Academic Paper Presentations
[Track 3]: Global Session 3 [C Hall]
Session G3: 08:00 – 10:00 Wednesday December 27
Theme: Economics & Business(JAFEB)
Session Chair : Jong-Ho Lee, Ph.D.
(Kongju National University, KOREA)
Paper G12: CO2 Emission, Energy Consumption and Economic Development: A Case of
Bangladesh
Researcher:

Md. Zahidul Islam, Development Alternative Incorporation (DAI). Bangladesh.
Zaima Ahmed, Independent University, Bangladesh.
Md. Khaled Saifullah, University of Malaya, Malaysia.
Syed Nayeemul Huda, Independent University, Bangladesh.
Shamil M. Al-Islam, Independent University, Bangladesh.

Paper G13: The Impact of Workers’ Remittances on Household Consumption in India:
Testing for Consumption Augmentation and Stability
Researcher:

Harridutt Ramcharran, The University of Akron, United States.

Paper G14: Organizational Diagnosis: A Case of Infosys, India
Researcher:

Neeraj Kumari, Manav Rachna International University, Faridabad, India.

Paper G15: Triffin Dilemma and International Monetary System: Evidence from Pooled
Mean-Group Estimation
Researcher:

Long-Fei Guan, University of Malaya, Malaysia.
Wee-Yeap Lau, University of Malaya, Malaysia.
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Paper G16: Technological Challenges of Vietnamese Enterprises in the International Market
Researcher:

Nguyen Anh Tuan, Vietnam National University - Ho Chi Minh City, Vietnam.
Nguyen Minh Thanh, Vietnam National University - Ho Chi Minh City, Vietnam.
Tran Thi Loc, Vietnam National University - Ho Chi Minh City, Vietnam.

Paper G17: Impact of Value Networks on Business-to-Business Markets in the Engineering
Industry
Researcher:

Arumugam Seetharaman, SP Jain School of Global Management Dubai. United Arab Emirates.
Nitin Patwa, SP Jain School of Global Management Dubai. United Arab Emirates.
Karthikeyan, SP Jain School of Global Management Dubai. United Arab Emirates.
Kirti Khanzode, SP Jain School of Global Management Dubai. United Arab Emirates.

Academic Paper Presentations
[Track 1]: Global Session 4 [Main Hall]
Session G4: 10:00 – 12:00 Wednesday, December 27
Theme: Economics & Business(JAFEB)
Session Chair : Dong-Ho Kim
(SUNY Empire State College, USA)

Paper G32: Ikea’s Success Case
Researcher:

Pan-Jin Kim, Chodang University, Korea.
Rajasekhara Mouly Potluri, American University of Nigeria, Nigeria.

Paper G33: Digital Music in Overseas and Subject
Researcher:

Narasimha Rao Vajjhala, American University of Nigeria, Nigeria.
Key-Young Baik, Eulji University, Korea.

Paper G34: Costco Wholesale Corporation’s Success Case
Researcher:

Kyuyeol Shim, Gumi University, Korea.
Jesús C. Peña-Vinces, University of Seville-Spain, Spain.
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Academic Paper Presentations
[Track 2]: Joint Symposium Session 4 [B Hall]
Session J4: 10:00 – 12:00 Wednesday, December 27
2017 KODISA – KAIA Symposium
Theme: Artificial intelligence (KJAI)
Organizer: Korea Artificial Intelligence Association
Session Chair: Min-Soo Kang, Ph.D.
(Eulji University, KOREA)
10:00-10:40 Registration
10:40-10:50 Chairman’s greeting
10:50-11:00 Coffee Break
11:00-12:00 Session Presentations
Paper J18: A Study on Face Recognition using Convolution Neural Networks
Researcher: Dayeon Son, Eulji University, Korea.
Minho Lee, Eulji University, Korea.
Discussant:

Jae-Sung Park, Sahmyook University, Korea.

Paper J14: A Study on the Emoticon Extraction based on Facial Expression Recognition
using Artificial Intelligence
Researcher: Bong-Jae Jeong, Eulji University, Korea.
Min-Soo Kang, Eulji University, Korea.
Discussant:

Myoung-Kil Youn, Eulji University, Korea.

Paper J15: A Study on the Development of Egg Information System Using IOT based
Connected System
Researcher: Sung-Ha Lee, Eulji University, Korea.
Minho Lee, Eulji University, Korea.
Discussant:

Myung-Hee Jung, Jungwon University, Korea.

Paper J8: RFID Voice Guide Service for Pharmaceutical Information through Information
Construction based on Ontology
Researcher: Kyung-Min Lee, Eulji University, Korea.
Min-Soo Kang, Eulji University, Korea.
Discussant:

Wan-Ki Kim, Seogang University, Korea.
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Academic Paper Presentations
[Track 3]: Joint Symposium Session 5 [C Hall]
Session J5: 10:00 – 12:00 Wednesday, December 27
2017 KODISA – KOSOCA Symposium
Theme: Welfare Convergence(KOSOCA)
Organizer: Korea Social Contribution Association
Session Chair : Myung-Hee Jung, Ph.D.
(Jungwon University, KOREA)
10:00-10:40 Registration
10:40-10:50 Chairman’s greeting
10:50-11:00 Coffee Break
11:00-12:00 Session Presentations
Paper J19: A Study on the Effects of Distribution Factors on Perception and Purchase of
Elderly Goods
Researcher: Myung-Hee Jung, Jungwon University, Korea.
Hong-Sun, Kim, Jungwon University, Korea.
Discussant: Sang-Hyun Lee, Sahmyook University, Korea.

Paper J16: Research on influence of recognition of income inequality of the elderly to life
satisfaction
Researcher: Jong-Jin Kim, Jungwon University, Korea.
Discussant: Myoung-Kil Youn, Eulji University, Korea.

Lunch Break
12:00-14:00

21

Day 1 Schedule: Wednesday, December 27, 2017
Academic Paper Presentations
[Track 1]: Local Session 4 [Main Hall]
Session L4: 13:00 – 14:00 Wednesday, December 27
Theme: Business & Marketing
Session Chair : Young-Sang Cho, Ph.D.
(Kongju National University, KOREA)
Paper L12: Use Intention of Chauffeured Car Services by O2O and Sharing Economy
Researcher:

Xiu-Fu Tian, Kongju National University, Korea.
Jong-Ho Lee, Kongju National University, Korea.

Discussant:

Soon-Hong Kim, Incheon National University, Korea.

Paper L13: The Factors on Relation between Sharing Economy Characteristics and Consumer
Traits
Researcher:

Qing-Zhu, LI, Kongju National University, Korea.
Jong-Ho Lee, Kongju National University, Korea.

Discussant:

Ji-Bok Chung, KongJu National University, Korea.

Paper L14: The effects of Dessert Cafe Franchise’s Experiential value on Lovemarks and Brand loyalty;
Focusing on the control variables by structural equation model
Researcher:

Ki-Soo Kim, Kimpo University, Korea.
Sung-Hun Kim, Korea Tourism College, Korea.
Sung-Ho Cho, Kimpo University, Korea.

Discussant:

Eung-Kyo Suh, Dankook University, Gyeonggi, Korea.

Paper L15: An Empirical Study on the Nonlinear Relationship between Product Modularity
Strategy and Customer Satisfaction
Researcher: Sunil Hwang, Yonsei School of Business, Seoul, Korea.
Eung-Kyo Suh, Dankook University, Gyeonggi, Korea.
Discussant:

Ki-Soo Kim, Kimpo University, Korea.
Hee-Joong Hwang, Korea Open University, Korea.
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[Track 2]: Local Session 5 [B Hall]
Session L5: 13:00 – 14:00 Wednesday, December 27
Theme: Small Business & Marketing
Session Chair : Hoe-Chang Yang, Ph.D.
(Jangan University, KOREA)

Paper L16: Alibaba's e-commerce strategy
Researcher: Se-JIn Kim, Sweeters Co., Korea.
Discussant:

Jung-Hwa Seo, Eulji University, Korea.

Paper L17: State and subject of medical devices industry at overseas
Researcher: Kwang-Keun Lee, Kyung-Dong University, Korea.
Jung-Hwa Seo, Eulji University, Korea.
Discussant: Seung-Joo Roh, Eulji University, Korea.

Paper L18: Problems of Lotte Omni Channel
Researcher:

Seung-Joo Roh, Eulji University, Korea.
Myoung-Kil Youn, Eulji University, Korea.

Discussant:

Se-JIn Kim, Sweeters Co., Korea.

Paper L19: State, problems and supplementation of Coupang
Researcher:

Jung-Hwa Seo, Eulji University, Korea.
Myoung-Kil Youn, Eulji University, Korea.

Discussant:

Sunil Hwang, Yonsei School of Business, Seoul, Korea.

Paper L20: State and future strategies of Social Commerce
Researcher:

Moon-Young Hawang, Daejon Institute of Science and Technology University, Korea.
Kyeong-In Cho, Daejon Institute of Science and Technology University, Korea.

Discussant:

Sunil Hwang, Yonsei School of Business, Seoul, Korea.

Paper L21: Does Walmart introduce RFID successfully?
Researcher:

Pan-Jin Kim, Chodang University, Korea.
Jung-Hwa Seo, Eulji University, Korea.

Discussant:

Sunil Hwang, Yonsei School of Business, Seoul, Korea.
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Academic Paper Presentations
[Track 3]: Joint Symposium Session 6 [C Hall]
Session J6: 13:00 – 14:00 Wednesday, December 27
2017 KODISA – TBERI Symposium
Theme: Economics & Management (JTRI)
Organizer: Tourism, Business and Economic Research Institute
Session Chair: Yong-Chul Hwang, Ph.D.
(Jeju National University, KOREA)
13:00-13:10 Registration
13:10-13:20 Chairman’s greeting
13:20-14:00 Session Presentations
Paper G36: A Conceptual Comparison of Organizational Citizenship Behaviors in the Hotel
Industry: Single-level vs Multi-level Approach
Researcher:

Jichul Jang, Kansas State University, USA.
Jaebeom Suh, Kansas State University, USA.
Hyejin Kwon, Oklahoma State University, USA.
Yong-Cheol Hwang, Jeju National University, Korea.

Discussant:

Jae-Sung Lee, Dongui University, Korea.

Paper J21: Donation Message and Congruence between Framing Message and Facial
Expression
Researcher: Joo-Eon Jeon, Anayang University, Korea.
Miri Kim, Sogang University, Korea.
Discussant: Jichul Jang, Kansas State University, USA.

Paper J22: when the narcissistic leaders dominate
Researcher: Hojin Bang, Jeju National University, Korea.
Discussant: Hyoung-Gil Kim, Jeju National University, Korea.

Paper J23: The Influential Relationships Among Celebrity Advertising Model’s Characteristics, Brand
Attachment and Purchase Intention: Centered On Cosmetics Consumers In China
Researcher: Ya-Qiong Cui, Jeju National University, Korea.
Hyoung-Gil Kim, Jeju National University, Korea.
Yong-Cheol Hwang, Jeju National University, Korea.
Discussant: Hojin Bang, Jeju National University, Korea.
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[Track 1]: Local Session 1 [Main Hall]
Session L1: 14:00 – 15:00 Wednesday, December 27
Theme: Small business and distribution(JDS)
Session Chair : Jong-Ho Lee, Ph.D.
(Kongju National University, KOREA)
Paper L1: The Effects of Consumer Value Perception on Product Loyalty and Repurchase
Intention for Discount Store Private Brand Products
Researcher: Hoe-Chang Yang, Jangan University, Korea.
Young-Ei Kim, Seoul Digital University, Korea.
Discussant: Jang-Hwan Lee, Masan University, Korea.

Paper L2: Why do Japanese retailers hesitate to open their shops in Korea?
Researcher: Young-Sang Cho, KongJu National University, Korea.
Ji-Bok Chung, KongJu National University, Korea.
Su-Am Kim, Small Enterprise And Market Service, Korea.
Kwang-Gun Lee, KyungDong University, Korea.
Discussant: Young-Ei Kim, Seoul Digital University, Korea.
Jin-Hwan Kim, Korea Open University, Korea.

Paper L3: A study on related legal system for revitalizing traditional Korean market
Researcher: Dong-Han Jeon, Chung-Ang University, Korea.
Pyoungsoo Lee, Chung-Ang University, Korea.
Yong-Won Seo, Chung-Ang University, Korea.
Discussant: Hoe-Chang Yang, Jangan University, Korea.

Academic Paper Presentations
[Track 2]: Local Session 2 [B Hall]
Session L2: 14:00 – 15:00 Wednesday, December 27
Theme: Small business and distribution(JDS)
Session Chair : Hee-Joong Hwang, Ph.D.
(Korea National Open University, KOREA)
Paper L22: The Effects of HMR Selection Attributes on Satisfaction and Repurchase Intention:
The Moderating Role of Shopping Channel
Researcher:

Seong-Soo Cha, Eulji University, Korea.
Jong-Heon Choi, Eulji University, Korea.
Su-Han Lee, Eulji University, Korea.
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Discussant:

Jin-Hwan Kim, Korea Open University, Korea

Paper L5: Analysis of Consumers' Purchasing Choice Factors on PB Products of Retailers
Researcher: Soon-Hong Kim, Incheon National University, Korea.
Byong-Kook Yoo, Incheon National University, Korea.
Discussant: Jae-Sung Lee, Dongui University, Korea.

Paper L6: The interaction effects of cultural similarity on Chinese customers for international
medical tourism
Researcher: Jun Zhang, Konkuk University, Korea.
Hoonyoung Lee, Kyunghee University, Korea.
Discussant: Myung-Hee Jung, Jungwon University, Korea.

Academic Paper Presentations
[Track 3]: Local Session 3 [C Hall]
Session L3: 14:00 – 15:00 Wednesday, December 27
Theme: Small business and Business (IJIDB)
Session Chair : Dong-Jin Shin, Ph.D.
(Paichai University, KOREA)
Paper L7: Evaluation of Competitiveness in Auto Distribution Industry between Korea and
Russia
Researcher: Jae-Sung Lee, Dong-Eui University, Korea.
Discussant: Byong-Kook Yoo, Incheon National University, Korea.
Jin-Hwan Kim, Korea National Open University, Korea.

Paper L8: Unemployment, Real Wages, and Aggregate Demand in Europe, Korea and the
United States
Researcher: Donghae Lee, Kaya University, Korea.
Sangki Lee, Kaya University, Korea.
Discussant: Soon-Hong Kim, Incheon National University, Korea.

Paper L9: A Study on Legal Policy and Management Activation Policy for the Improvement
of Public Market System
Researcher: Young-Sik Kwon, KM Management Strategy Institute, Seoul, Korea.
Jang- Sil Mun, Tong Myong University, Korea.
Jong-Wook Lee, KM Management Strategy Institute, Seoul, Korea.
Discussant: Jae-Sung Lee, Dong-Eui University, Korea.
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Paper L10: The suggestion for establishment of Korea Maritime Council
Researcher:

Jinhwan Kim, Korea National Open University, Korea.

Discussant:

Jong-Wook Lee, KM Management Strategy Institute, Seoul, Korea.

Paper L11: A Study on Employment-centric Industries in Incheon
Researcher:

Byong-Kook Yoo, Incheon National University, Korea.
Soon-Hong Kim, Incheon National University, Korea.

Discussant: Donghae Lee, Kaya University, Korea.

Academic Paper Presentations
[Track 1]: Joint Symposium Session 1 [Main Hall]
Session J1(1): 15:00 – 15:40 Wednesday, December 27
2017 KODISA – KECRA Symposium
Theme : Business and e-Commerce
Organizer: Korea e-Commerce Research Association
Symposium Chair : Sung-Jun Lee, Ph.D.
(Woosong University, KOREA)
15:00-15:10 Registration
15:10-15:20 Chairman’s greeting
15:20-15:40 Session Presentations
Paper J1: Characteristics of the German innovation policy in the age of the fourth Industrial
Revolution: Under special consideration of industry 4.0
Researcher: Byuk-Kyu Lee, Chungnam National University, Korea.
Sang-Bin Lee, Changwon National University, Korea.
Eul-Hyun Sung, Chungnam National University, Korea.
Discussant: Inhwan Yoon, Land & Housing Institute, Korea.

Paper J2: A Study on the Effect of Online Shopping Mall Characteristics and System Quality
on the Reuse Intention in Vietnam
Researcher: Le Thai-Nam, Woosong University, Korea.
Dao Duy-Thang, Woosong University, Korea.
Discussant: Yong-Mo Seo, U1 University, Korea.
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Paper J3: A Study on the Influence of Satisfaction of MIM Users on the Reuse and
Recommendation Intentions -Focus on KakaoTalk in Korea and Zalo in VietnamResearcher: Mai, Xuan-Thinh, Woosong University, Korea.
Won-Bom Kim, Woosong University, Korea.
Discussant: Sangchun Lee, Jungwon University, Korea.
Hee-Joong Hwang, Korea National Open University, Korea.

Academic Paper Presentations
[Track 1]: Joint Symposium Session 1 [Main Hall]
Session J1(2): 15:40 – 16:00 Wednesday, December 27
2017 KODISA – DAMIS Symposium
Theme : Business and Management Information Systems
Organizer: Daehan Academy of Management Information Systems
Symposium Chair : Chul-Ho Jung, Ph.D.
(Mokwon

University, Korea,

KOREA)

Paper J4: Design of forest welfare service model using IOT
Researcher: Dae-Bum Lee, Mokwon University, Korea.
Yong-Seok Seo, Mokwon University, Korea.
Discussant: Sang-Bin Lee, Changwon National University, Korea.

Paper J5: A study on the determinants of a next-generation dominant design: focused on the
electronic display industry
Researcher: Inhwan Yoon, Land & Housing Institute, Korea.
Chul-Ho Jung, Mokwon University, Korea.
Dong-Shin Kwak, Mokwon University, Korea.
Discussant: Yong-Seok, Seo, Mokwon University, Korea.

Paper J6: A Study on the Relationship between Port Competitiveness and Logistics Cluster
Performance
Researcher: Sangchun Lee, Jungwon University, Korea.
Yongseok Seo, Mokwon University, Korea.
Discussant: Yong-Mo Seo, U1 University, Korea.
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Academic Paper Presentations
[Track 2]: Joint Symposium Session 2 [B Hall]
Session J2: 15:00 – 16:00 Wednesday, December 27
2017 KODISA – EABEA Symposium
Theme: Small business and distribution(EAJBE)
Organizer: East Asia Business Economics Association
Session Chair : Sang-Youn Lee, Ph.D.
(Caroline University, CA, USA)
15:00-15:10 Registration
15:10-15:20 Chairman’s greeting
15:20-15:30 Coffee Break
15:30-16:00 Session Presentations
Paper G37: A study on the growth mechanism of Burger King based on dynamic models
of success and failure of businesses
Researcher:

Sang-Youn Lee, Caroline University, CA, USA.

Discussant:

Myung-Hee Jung, Jungwon University, Korea.

Paper G38: Analysis of Causal Relationship between Chinese Restaurant Chefs’ Work
Environment and Burnout: Focused on Moderation Role of Enthusiasm
Researcher:

Sung-Woo Lee, HoNam University, Korea.
Choung-Seob Shin, Caroline University, CA, USA.
Hun-Jung Jung, ChungWoon University, Korea.

Discussant:

Jae-Sung Lee, Dongui University, Korea.

Paper J7: The Causality Analysis of the Impact of A Hotel Chief’s Competency on Job
Satisfaction and Customer Orientation: Focusing on Control Impact of
Organization Concentration
Researcher: Hun-Jung Jung, ChungWoon University, Korea.
Hye-Won Lee, Sangmyung University, Korea.
Dae-Sub Park, Sangmyung University, Korea.
Discussant: Sung-Woo Lee, HoNam University, Korea.
Jae-Sung Lee, Dongui University, Korea.
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Paper G39: The Effects of Business Startup Education of Restaurant Founder on Transfer
Effect in Learning and Entrepreneurial Intentions
Researcher:

Gyu-Sam Hwang, ChungWoon University, Korea.
Hun-Jung Jung, ChungWoon University, Korea.
Choung-Seob Shin, Caroline University, CA, USA.

Discussant:

Jae-Sung Lee, Dongui University, Korea.

Academic Paper Presentations
[Track 3]: Joint Symposium Session 3 [0158]
Session J3(1): 15:00 – 15:40 Wednesday, December 27
2017 KODISA – ICMA Symposium
Theme: Business and Economic Convergence(JEMM)
Organizer: International Convergence Management Association
Session Chair : Chang-Ryong Ko, Ph.D.
(Hannam University, KOREA)
15:00-15:10 Registration
15:10-15:20 Chairman’s greeting
15:20-15:40 Session Presentations
Paper J10: A Study on Revitalization of Revenue through Difference of Consumer
Perception of Characteristics; Mobile Social Commerce Perspective Approach
Researcher: Beet-Na Choi, Jangan University, Korea.
Hoe-Chang Yang, Jangan University, Korea.
Discussant:

Sang-Jin Bae, Korea Institute of Science and Technology Information, Korea.

Paper J11: Suggestion of Strategy Derivation Approach Using Perceptual Difference
Researcher: Hoe-Chang Yang, Jangan University, Korea.
Woo-Ryeong Yang, Korea Polytechnic University, Korea.
Discussant:

Sang-Jin Bae, Korea Institute of Science and Technology Information, Korea.

Paper J12: Effectiveness of SMEs Support by Retired Scientists and Engineers
Researcher: Sang-Jin Bae, Korea Institute of Science and Technology Information, Korea.
Chang-Ryong Ko, Hannam University, Korea.
Discussant:

Beet-Na Choi, Jangan University, Korea.
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Academic Paper Presentations
[Track 3]: Joint Symposium Session 3 [0158]
Session J3(2): 15:40 – 16:00 Wednesday, December 27
2017 KODISA – ICMA Symposium
Theme: Welfare Convergence(KJWC)
Organizer: International Convergence Management Association
Session Chair : Myung-Hee Jung, Ph.D.
(Jungwon University, KOREA)
Paper J17: A Study on the Effect of College Students' Attitudes toward the Elderly on the
Recognition of Successful Old Age
Researcher: Min-Kyung Joo, Hoseo University, Korea.
Discussant:

Mi-Jeong Kim, Kyungsung University, Korea.

Paper J13: Change and Subject of Multi-cultural Policy in Korea
Researcher:

Bok-Dong Jeong, Jungwon University, Korea.

Discussant:

Jae-Sung Park, Sahmyook University, Korea.

Paper J20: A Study on the Effects of Health Functional Food Consumption Recognition and
Purchase Distribution Pattern of the Elderly
Researcher: Myung-Hee Jung, Jungwon University, Korea.
Heung-Duk Chang, Jungwon University, Korea.
Chul-Kwi Kim, Jungwon University, Korea.
Discussant: Jin-Hwan Kim, Korea Open University, Korea.
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Academic Paper Presentations
[Track 1]: Global Session 4 [Main Hall]
Session G4: 16:00 – 17:00 Wednesday, December 27
Theme: Distribution Science
Session Chair : Jin-Hwan Kim
(Korea National Open University, KOREA)
Paper G27: The Mechanism of New Retail Format Creation in Japanese Eyeglasses Industry:
the case of JINS Inc.
Researcher:

Myung-Rae Cho, Kagawa National University, Takamatsu, Japan.
Masao Mukoyama, University of Marketing and Distribution Sciences, Kobe, Japan.

Paper G28: The Global Innovation of Retail Format in Emerging Countries
Researcher:

Jung-Yim Baek, University of Marketing and Distribution Sciences, Kobe, Hyogo, Japan.

Paper G29: A Study on O2O Lotte based Omni Channel
Researcher:

Dongjin Shin, Paichai University, Korea.
Lohith Sekhar Potluri, Amrita University. India.

Paper G30: E-tailing: Korea and Japan for small merchants
Researcher:

Dong-Ho Kim, SUNY Empire State College, USA.
Myoung-Kil Youn, Eulji University, Korea.

Paper G31: Study on Mobile Terminal Distribution Act: Effects of Subsidy Regulations
Researcher:

Xue-Ting Yao, Shihan Bank, Shanghai China.
Juwon Kwak, Kyungpook National University, Daegu, Korea.

Paper G41: Influence of Social Value on Purchase of Luxury Brands Concerning
Demographic Variables: Case of India
Researcher:

Srini R. Srinivasan, Ph.D., Associate Professor, JBIMS, University of Mumbai, India.
Sandeep Bhanot, Associate Professor, SIESCOMS, Mumbai, India.
Eun-Jin Hwang, Indiana University of Pennsylvania, Indiana, PA, USA.
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Academic Paper Presentations
[Track 2]: Global Session 5 [B Hall]
Session G5: 16:00 – 17:00 Wednesday, December 27
Theme: Small business and distribution
Session Chair : Liu Lixia, Ph.D.
(Shandong University of Political Science and Law, CHINA)
Paper G18: The Improvement and Perfection of Civil Judicial Application System
Researcher:

Han Fei, Shandong University of Political Science and Law, Jinan, China.

Paper G19: Calculating the most efficient location of logistic distribution centers for one
project in China
Researcher:

Jin Junna, Shandong University of Political Science and Law, Jinan, China.
Zhang Baozhong, Shandong University of Political Science and Law, Jinan, China.

Paper G20: Evolutionary Process and Mechanism of Product Quality Control in Chinese
Online Shopping Platform
Researcher:

Bo Li, Shandong University of Political Science and Law, Jinan, China.

Paper G21: Research on Development of Emerging Multinational Corporations in China
Researcher:

Li Yu, Chonbuk National University, Korea.
Li Hao, Shandong Normal University, China.

Paper G22: Study on the Influence of Population Aging on the Economic Development of
Shandong Province
Researcher:

Sunjian Quan, Shandong University of Political Science and Law, P.R. China.

Paper G23: Research on Financial Quality Evaluation of Listed Companies in Shandong
Province Based on Factor Analysis
Researcher:

Wang Lin, Shandong University of Political Science and Law, P.R. China.
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Academic Paper Presentations
[Track 3]: Global Session 6 [C Hall]
Session G6: 16:00 – 17:00 Wednesday, December 27
Session Chair : Young-Ei Kim, Ph.D.
(Seoul Digital University, KOREA)
Paper G24: Research on the direction of economic development in Shandong
Researcher:

Fengmei Yang, Shandong University of Political Science and Law, P.R. China.

Paper G25: Is "Globalization" the Main Cause of Wage Inequality?: Literature Review on
wage inequality
Researcher:

Xiuling Yin, Shandong University of Political Science and Law, P.R. China.

Paper G26: A research on Mobile e-commerce service quality on Customer satisfaction and
Repurchase intention influence
Researcher:

Fan Zhang, Shandong University of Political Science and Law, P.R. China.

Paper G35: Study on the Development of Sharing Economy in China under the Background
of Mobile Internet
Researcher:

Hang Gao, Shandong University of Political Science and Law, P.R. China.

Paper G40: A study on Mobile service quality on Customer satisfaction and Repurchase
intention : in China datas
Researcher:

Shuai Su, Shandong University of Political Science and Law, P.R. China.
Lixiai Liu, Shandong University of Political Science and Law, P.R. China.

34

Day 1 Schedule: Wednesday, December 27, 2017
17:00 – 18:00 Wednesday, December 27
Opening Ceremonies and Welcoming Addresses [Main Hall]
Master of Ceremony: Young-Ei Kim, Ph.D.
(Seoul Digital University, KOREA)
17:00-17:10 Registration
17:10-17:20 Welcoming Address, President, Incheon National University, Korea
17:20-17:30 Welcoming Address, President of the Shandong University of
Political Science and Law, China
17:30-17:40 Welcoming Address, Conference Chair, Boston University, USA
17:40-17:50 Award Ceremonies for Korea Distribution Science Excellence Awards
17:50-18:00 Photo Time

18:30 – 21:00 Wednesday, December 27
Congress Reception and Award Ceremony Dinner [Main Hall]
Master of Ceremony: Jung Wan Lee, Ph.D.
(Boston University, USA)

18:30-18:40 BEST PAPER AWARDS CEREMONY
18:40-19:00 SERVICE COMMENDATION AWARDS CEREMONY
19:00-21:00 RECEPTION AND DINNER
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Day 2 Schedule: Thursday, December 28, 2017
10:00-12:00 Thursday, December 28, 2017 Research Networking and
Post-Conference Meeting

Lunch Break
12:00 - 13:00

13:00 Thursday, December 28, 2017 Conference End
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2017 International Conference
on Business and Economics (ICBE2017)
Incheon National University, Incheon, Korea,
December 27-28, 2017

第13回 國際統合學術大會

Proceedings
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Spillover Effects of FDI Inflows on the Banking Industry in China
Jung Wan Lee*, Zhen Wang***

Abstract
The study examines the magnitude of economic spillover and the
impact of foreign direct investment (FDI) inflow on the efficiency of
the bank management in China This study examines direct and
indirect spillover in the short-run and their economic spillover in the
long-run. Unit root tests, cointegration tests, vector error correction
models, and Wald tests are employed in the empirical analysis using
monthly time series data from January 2002 to September 2013
retrieved from the Bank of China database. In testing long-run
economic spillover, this study finds that FDI inflows have a
significant economic spillover, but the spillover is likely to be
negative. In testing short-run economic spillover, this research finds
that FDI inflows have a significant positive direct effect on the
efficiency of the bank management in Chain.
Keywords: Foreign direct investment; economic spillover; Bank
management; Banking industry; China

1. Introduction
The past decade was marked by the increasing role of foreign
direct investment (FDI), since the World Trade Organization (WTO)
approved the text of the agreement for China’s entry into WTO on
December 11, 2001 and China officially became a member of WTO
30 days after that day. In 2011, the actual inflow of foreign
investment was up to 116 billion U.S. dollars, increased by 252%
comparing with 2001, according to the National Bureau of Statistics
of China. The average annual growth rate of foreign investment
inflow in last ten years was more than 10 percent. Meanwhile, as an
essential part of economic development, China has speeded up the
pace of reform in banking industry and encouraged a variety of
foreign institutions to invest and operate in China. Since 2006, China
has removed the geographic and clientele restrictions on RMB
business for foreign banks, more and more foreign financial service
* First Author and Corresponding Author. Administrative Sciences
Department, Metropolitan College, Boston University. Boston, United
States. E-mail: jwlee119@bu.edu
** Administrative Sciences Department, Metropolitan College, Boston
University. Boston, United States. E-mail: janewang@bu.edu

companies entered into China in different ways. By the end of 2012,
42 foreign banks operated as independently capitalized subsidiaries
affiliated by 95 branches, 197 representatives and more than 900
outlets in Mainland China, according to the China Bank Regulatory
Commission. As a result, how the FDI influence the efficiency of
Chinese bank sector has been on the forefront of economic discussion
among policy makers and scholars.
FDI is defined as investment to obtain a lasting management
interest (10% or more of voting stock) in an enterprise operating in
an economy other than that of the investor. In the literature there
exists some research suggesting mixed results of pros and cons of
FDI from a view of domestic banking industry. Several benefits of
FDI have been identified but are not limited as production efficiency
(Yao & Wei, 2007), technological spillovers, management techniques,
international trade integration (Agbloyer, Abor, & Adjasi, 2013) and
introduction of new products or process to domestic market (Alfaro,
Chanda, Kalemli-Ozcan, & Sayek, 2004). Even though the FDI in
bank sectors doesn`t always result in higher profits, major domestic
banks do display benefits from technical and management efficiency
after they strategy alliance with world-leading foreign banks. On the
other hand, foreign banks entry, as a major source of FDI in bank
sector, will definitely create a more competitive market environment,
which may take over the market share of domestic banks. Deng, Guo
and Kong (2011) indicated that foreign entry could cause operation
costs and profits of domestic banks to rise if the host economy is
relatively undeveloped. A higher opening degree of a country`s
financial market, to some extent, will contain more unstable factors
from foreign bank presence. When faced with capital or funding
shock, such as 2008 financial crisis, uncertainty have been raised
from foreign banks withdraw from oversea banking business and
reduce credit extension in host country.
In 2008, as the international financial crisis extent from United
States to European, and finally touched the major emerging
economies such as China. Depression of host markets resulted in a
temporarily shrink of business activity in China and a loss of
consumer confidence for foreign banks. Most clients turned to
domestic commercial banks after 2008 seeking a more safety financial
service. However, some evidences have been found in the previous
literature that financial crisis may also stimulate a new wave of
foreign investment inflows. Alfaro et al. (2004) showed that following
the debt crisis in the 1980s, developing countries have changed their
attitude towards FDI because they believed that FDI could contribute
to the development efforts of a country. How did the financial crisis
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in 2008 affect the relationship between foreign investment inflows
and the banking efficiency in Mainland China? It is still a mysterious
and significant question to answer.
The objective of this paper is to provide additional evidence on
the spillover effects of FDI inflows to the banking sector in Mainland
China. More precisely, we attempt to fill the gap in the literature by
investigating how information is transmitted between these two
economic variables through short-term price interactions and volatility
spillovers. Unlike most studies this paper would benefit the literature
in three aspects. First this study analyzes the long-term linkage
between FDI in bank sector and efficiency spillover of Chinese
banking industry by using cointegration test. This could offer an
academic evidence for Chinese government to forward financial
market opening-up reform in the next few decades and manage the
foreign direct investment more efficiently. Second, the paper
empirically explores the short-term dynamic relationships between
these two variables using Granger causality tests, which can help
business owners and foreign investors to make better short-term
informed investment and financing decisions. In addition, applying
financial crisis in 2008 as a dummy variable, the current paper
examines the impact of global market shock on the linkage between
FDI and spillover efficiency of banking industry.

2. Overview of Chinese Banking System
Chinese banking system, after experiencing 30 years reform process
since 1978, has become a critical role in supporting the rapid
economic growth of China. The central bank, People`s Bank of
China, was founded in 1948 splitting its commercial function and
lending function since 1978. Comparing with 34 years ago. Chinese
banking industry controlling the big part of total asset and providing
more than three fifths of total credit to the private sector is now in
gradually diversification and transparency. There are many types of
banking institutions now in China. According to China Banking
Regulatory Commission 2012 annual report, by the end of 2012,
China`s banking sector consisted of 2 policy banks, 5 large
commercial banks, 12 joint-stock commercial banks, 144 city
commercial banks, 337 rural commercial banks, 147 rural cooperative
banks, 1927 rural credit cooperatives, one postal savings bank, 4
banking assets management companies, 42 locally incorporated foreign
banking institutions, 67 trust companies, 150 finance companies of
corporate groups, 20 financial leasing companies, 800 village or
township banks, 14 lending companies and 49 rural mutual
cooperatives. Overall, the number of banking institutions in China`s
banking sector amounted to 3747 with 3362 million employees. If we
breakdown the entire financial market into four parts: commercial
bank, securities firm, insurance company and others, commercial
banks dominate around 90 percent of the financial industry total
assets.
Looking deeply at all the commercial banks in China, the big five
state-own commercial banks and 12 joint-stocks commercial banks
take a big market share comparing with other city commercial banks.
Following the develop strategy of the big five state-owned banks (i.e.

Bank of China, China Construction Bank, Industrial and Commercial
Bank of China, Agricultural Bank of China and China Bank of
Communication), more and more banks in China prefer to engage
with foreign banks and absorbed foreign capital in last decade. For
example, in 2005, Bank of Nanjing accepted BNP Paribas as its
strategic partner and second largest shareholder. In 2007, Industrial
Bank signed a strategy alliance agreement. In 2011, they signed
another agreement about keep corporate relationship in asset
management, private bank etc. As measured by China Banking
Regulatory Commission at the end of 2011, 25 foreign institutions
cooperated with 27 Chinese banks as strategy investors. However, do
the foreign investors cause the efficiency spillover of bank sectors?
The answers are quite mixed.

3. Research Hypotheses
Accordingly, the following hypotheses are considered:
Hypothesis 1: FDI inflow in the bank sector would cause the
economic spillover of domestic banks in a
long-term.
Hypothesis 2: There is causation leading from FDI inflows to
bank efficiency in a short-term.
Hypothesis 3: Financial crisis in 2008 is likely to play a
significant role on dynamic relationship between
FDI inflows and Chinese bank efficiency.
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How Vulnerable is Indonesia’s Financial System Stability to External Shock?
Nika Pranata*, Nurzanah***

Abstract
The main objective of the study is to measure the vulnerability of
Indonesia's financial system stability in response to external shocks,
including from regional economies namely three biggest Indonesia
major trading partners (China, the U.S and Japan) and other external
factors (oil price and the federal funds rate). Using Autoregressive
Distributed Lag (ARDL) model and Orthogonalized Impulse Response
Function (OIRF) with quarterly data over the period Q4 2002 - Q1
2016, results confirm that, 1) oil price response has the largest effect
to Indonesia financial stability system and the effect period is the
longest compared to others, represented by NPL and IHSG; 2) among
those three economies, only China’s economic growth has
significantly positive effect to Indonesia financial stability system.
Based on the findings it is better for the authorities to: 1) Diversify
international trade commodities by decreasing share of oil, gas, and
mining export and boosting other potential sectors such as
manufacture, and fisheries; 2) Ensure the survival of Indonesia large
coal exporter companies without neglecting burden of national budget;
and 3) Create buffer for demand shock from specific countries by
diversifying and increasing share of trading from other countries
particularly from ASEAN member states.
Keywords: Financial Stability, External Shocks, Regional Economies

1. Background
External shocks are considered as major determinants of financial
stability and have significant effects on emerging markets (Almansour,
Aslam, Bluedorn, & Duttagupta, 2015). The recovery of global
economic downturn in 2015 that was slower than expected has
created a risk-off behavior amongst investors; most notable is
spillover effects on emerging markets. To what extent the downturn
is mainly related to the economic slowdown in China,the uncertainty
over U.S monetary policy normalization, and the sustained fall in
commodity prices including oil prices (Cashin, Mohaddes, & Raissi,
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2016; International Monetary Fund, 2016; Maćkowiak, 2007). Cashin
et al., (2016) find that China negative output shock brings significant
spillovers and larger impact on all ASEAN-5 countries except for the
Philippines than the Asia-Pacific region, showingcountries exposing
more trading with advanced economies are much more vulnerable to
negative shocks. Nguyen, Tran, and Le (2014) confirm findings that
the U.S monetary policy shocks is likely impacting East Asia
indirectly through the role of China that slowdowns in imports and
exports and weaken commodity prices. Such conditions make market
confidence drop, capital inflows decrease (Maćkowiak, 2007), currency
depreciate, corporate and household performance depress, NPL rises
and credit weaken (Bank Indonesia, 2015).
In terms of global recovery challenges, it is also compelling by
the fact that the contribution of EMs to global economic growth is
bigger than advanced economies, accounted 58%. Indeed, Indonesia’s
Financial System Stability (IFSS) have been marked moderate at least
in the last quarter of 2015 after having undergone a slowing trend
since 2012, reflected by inflation reached 3.35% (yoy), which hits
farther than inflation target range of 4±1%. To be more detailed, here
is a brief description of Indonesian economic structure as follows:
Indonesia is a small open economy with domestic oriented
economic structure, commodity exporter, and free-foreign
exchange system. About 65% of the economy comes from
consumption, 32% from investment, and 21% from exports.
In one aspect, this economic structure makes Indonesia is
more resilient against external shocks. Nonetheless, as
commodity exporter’s country, Indonesia exports rely
significantly on primary commodities such as oil and gas,
palm oil, rubber, coal, thin and other minerals, and are
subjected to global commodity price cycle (Warjiyo, 2015).
Warjiyo (2015) discusses further that important vulnerabilities in
IFSS relate to global financial market and capital flows. By the fact
that over the period of 2009–2011 Indonesia as a commodity exporter
has experienced high economic growth which corresponded to high
global commodity price and huge capital inflows. However, the
growth begunto decline in 2012 because of the slowdown in China
economy followed by the decline in commodity prices. In other
words, financial market can be developed by creating an environment,
benefiting capital inflows.
Furthermore, Figure 1 highlights that Indonesia growth depicts
moving along with its major trading partner dynamics (China, the
U.S and Japan), in particularly during the busts. In other word the

50

Nika Pranata, Nurzanah / 13TH INTERNATIONAL CONFERENCE 49-50

growth shocks from advanced economies is relatively important in
Indonesia growth dynamics and spillovers vary by countries that are
more integrated with Indonesia through trade and commodity price
linkage.

2. Research Objectives
In this study, we intend to investigate how is the response of
IFSS to economic dynamics of Indonesia’s trade major partners and
other external factor shocks and how vulnerable it is.
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Oil Price Fluctuations and Stock Market Movements: An Application in Oman
Abdelghani Echchabi*, Dhekra Azouzi***

Abstract
It is undisputable that crude oil and its price fluctuations are major
components that affect most of the countries’ economies. Recent
studies have demonstrated that beside the impact that crude oil price
fluctuations have on common macroeconomic indicators like gross
domestic product (GDP), inflation rates, exchange rates, unemployment
rate, etc., it also has a strong influence on stock markets and their
performance. This relationship has been examined in a number of
settings, but it is yet to be unraveled in the Omani context.
Accordingly, the main purpose of this study is to examine the
possible effect of the oil price fluctuations on stock price movements.
The study applies Toda and Yamamoto’s (1995) Granger
non-causality test on the daily Oman stock index (Muscat Securities
Market Index) and oil prices between the period of 2 January 2003
and 13 March 2016. The results indicated that the oil price
fluctuations have a significant impact on stock index movements.
However, the stock price movements do not have a significant impact
on oil prices. These findings have significant implications not only
for the Omani economy but also for the economy of similar
countries, particularly in the Gulf Cooperation Council (GCC)
countries. The latter should carefully consider their policies and
strategies regarding crude oil production and the generated income
allocation as it might potentially affect the financial markets
performance in these countries.
Keywords: Oil price, Muscat Stock Exchange, Toda and Yamamoto,
Oman.

1. Introduction

development. This includes the earnings’ tendency, the distribution of
dividends, mergers and acquisitions, innovations, the hiring strategy,
etc. On the other hand, there are external factors such as gross
domestic product (GDP), inflation rates, exchange rates, unemployment
rate, and fluctuations in gold prices and in US Dollar (USD) value,
etc. Undoubtedly, these factors have a strong and significant influence
on stock markets and their performance (Siddiqui, 2014). As the
relationship between stock prices, gold prices and USD value is
presented, a missing piece needs to be added, namely, the oil prices.
In fact, oil price fluctuations have an impact not only on the overall
economy of a country but also on the economic performance of
related economies. According to Balcidar and Ozdemir (2013), oil is
an important element of the economy since it is an intermediary
factor that transfers wealth from oil importing countries to oil
exporting countries. Hence, the change in oil price affects the global
economy.
In this regards, oil price fluctuations have an effect on the
macroeconomic level. Specifically, their impact is recorded on a
number of economic variables including inflation, unemployment,
GDP growth, interest rate, exchange rate, and financial markets, etc.
On the microeconomic level, many studies have shown that oil price
change has an impact on the cost of goods and services, the cost of
production, the company’s returns and earnings and consequently, it
can alter its dividend distribution policy. Given the significance of the
oil price fluctuations in most of the economies, the objective of the
paper is to examine the relationship between the oil price and stock
index in Oman, which is one of the main crude oil exporters in
world. This study applies Toda and Yamamoto’s (1995) Granger
non-causality test to achieve this objective.
The rest of the paper is organized as follows: section two reviews
the prior studies in the area; section three discusses the methodology
that is applied in this study and describes the variables and proxies
used; section four summarizes the results of the study; and finally
section five provides practical and research recommendations.

It is vital for each investor to understand that many forces impact
stock prices. On one hand, there are internal factors that are directly
linked to the financial performance of the company and its

2. Literature Review
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The financial literature is rich with empirical studies that link the
fluctuation in oil prices and the stock market performance. A brief
literature review of the studies conducted in the mentioned area in
different parts of the world is presented in this section. In the context
of developed countries, Jones and Kaul (1996) studied the reaction of
international stock markets to oil price shocks. The study covered
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Canada, United Kingdom, Japan and United States, between 1960 and
1991. The authors found no relationship between the two variables.
In a more recent study, Ansar and Asghar (2013) analyzed the
impact of oil prices on the consumer price index (CPI) and Karachi
Stock Exchange index (KSE-100) from 2007 through 2012 using
multi regression model and found a positive relationship between oil
prices, CPI and KSE-100 Index. In the Gulf Cooperation Council
(GCC) context, Hammoudeh and Aleisa (2004) investigated the
relationship between the GCC stock markets performance and the oil
price index. The authors found a bidirectional relationship between
Saudi stock returns and oil price changes while the other GCC
markets are less dependent on oil price fluctuations. Similarly, Arouri
and Rault (2012) examined the long run link between oil prices and
stock markets in GCC using bootstrap panel cointegration techniques
and seemingly unrelated regression (SUR) methods. The findings
revealed that oil price increases have a positive impact on stock
prices for all GCC countries except Saudi Arabia.
In summary, the above studies revealed contradicting results
regarding the significance of crude oil fluctuations in predicting the
stock price movements. This observation is valid for different
countries regardless of the level of development/underdevelopment, or
whether the country is a crude importer or exporter. Hence, it is
highly required to further examine the effect of crude oil fluctuations
on stock markets movement and performance in the Omani context,
especially in the current era of highly volatile crude oil prices.

3. Methodology
The study uses two main variables for the analysis, namely, stock
nd
index and oil price for the period spanning from January 2 , 2003 to
th
March 13 , 2016. It is noteworthy that the stock market index in
Oman is represented by Muscat securities market index (MSM30).
The data is in daily frequency and it was collected from Bloomberg
database. The analysis is conducted by applying Toda and
Yamamoto’s (1995) Granger non-causality test to examine the
causality between oil price and the stock index in Oman. This
method is used primarily due to its accuracy in considering the
number of lags.
The descriptive summary in Table 1 shows that the average oil
price during this period was $73.71 while the average index value
was 5,768.96. It is remarkable that the oil price reached its highest

value of 140.73 between September 22nd and 23rd, 2008.
<Table 1> Descriptive analysis

Mean

OIL

MSM30

73.71110

5768.961

Median

70.95000

5813.275

Maximum

140.7300

12109.10

Minimum

23.27000

1920.050

Std. Dev.

28.93436

1827.508

Skewness

0.038567

0.485854

Kurtosis

1.777075

4.709327

Jarque-Bera

203.8280

524.8114

Probability

0.000000

0.000000

Sum

240150.8

18795274

Sum Sq. Dev.

2726751

1.09E+10
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Subsidy Rationalisation for General Purpose Flour: Market and Economics Implications
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Abstract
Subsidies are an instrumental policy making tool for many
governments, but their importance depends on the market situation of
the national economy. Efficient subsidy implementation would allow
the government to correct market failure thereby aligning social and
private costs and benefit. The general objective of this study is to
justify the need to rationalise subsidies for food items such as flour.
This study assessed the structure and conducts of the general purpose
flour market in Malaysia; and analysed the impact of subsidies on
market performance to recommend policies to increase market
efficiency under the subsidy rationalisation program. To accomplish
these objectives, the study adopted a microeconomics market analysis
as well as the standard structure and performance analysis method.
These two approaches showed the characteristics of an industry’s
consumer behaviour, competition, as well as the efficiency associated
with government regulatory policies on the flour industry. One of the
biggest influences on the domestic market is related to the food
consumption behaviour of the general population. Food consumption
behaviour reflects global trends. As income rises, food trends tend to
be consumed in processed form or in such a way that adds value in
another manner such as the preparation of food products.
Keywords: Subsidies; Policy; Rationalise; Flour; Malaysia

1. Introduction
Subsidies are a decision making tool for many governments, but
their significance relies on the market situation of the national
economy. Effective implementation of the subsidies would allow the
government to correct market failures, which would align the costs as
well as social and private benefits. Thus, government intervention in
the market is required because typical price mechanisms have a
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number of failures that cannot bring social benefits to all parts of the
national economy. Based on this argument, the Malaysian government
pays a high level of subsidies on energy and some selected essential
food items such as sugar, rice, cooking oil, and flour. A subsidy that
ultimately decreases the prices of goods for the end user would
normally increase the demand and the overall usage of the goods.
One form of government intervention is the payment of subsidies in
order to increase the welfare level of poor people.
Malaysia, like other countries, pays a high level of subsidies on
food, energy, education, and other social sectors of the economy in
order to improve poor households’ access to various commodities,
primarily food and energy. This is also to reduce their poverty level.
In 2013, government expenditure on subsidies equated to nearly 16
per cent of its operating expenditure, which is about 5.1 per cent of
the total gross domestic product (GDP) (EPU, 2015). Although this
can bring social benefits through access to affordable energy and
employment in the economy, it may also carry economic and
environmental costs. In addition, these subsides are costly for the
government because an increase in energy prices also increases the
budget in order to cover the negative effects of the shock on the
energy prices.
General purpose (GP) flour is a price-controlled item in Malaysia
at RM1.35 per kilogram (kg). The government pays all flour millers
including Malayan Flour the price difference against the current
market price of RM1.80 - RM2.00 per kg (subject to a certain
volume quota set in 2007). Volume split between uncontrolled and
controlled flour is 80:20. This study seeks to justify the need to
rationalise subsidies for food items such as flour while also: (a)
assessing the structure and conduct of the flour market in Malaysia;
(b) analysing the impact of subsidies on market performance; and (c)
recommending policies to increase market efficiency under the subsidy
rationalisation program.

1.1. Subsidy: A Drawback
According to World Trade Reports 2006 (World Trade
Organization, 2006), introducing a subsidy or any other government
measure within a perfect market framework renders that market
inefficient and welfare-diminishing. If a market is inefficient, any
form of government intervention such as establishing subsidies, may
affect economic welfare. Since 2012, subsidy rationalisation was at
the forefront of Malaysia’s annual budget. Steps were taken in light
of widening fiscal deficit which represented about 5 per cent of
Malaysia’s GDP. Three major benefits of subsidy reforms include:
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1) To achieve greater overall efficiency gains where subsidy
savings, over consumption support, can be directed to
productive infrastructure spending on education, science and
technology, healthcare and public transportation;
2) To improve economic efficiency. As we move closer to market
prices, supply and demand becomes more market-responsive
and are then driven by price signals. Transport services and
basic food industries can be moved to become more
competitive. They will become more efficient because they will
respond more efficiently to price changes. Non-subsidised
prices for goods and services will force resources to be
allocated with minimum wastage;
3) To produce a more resilient economy, reinforced by lower
fiscal deficit and government debt.

1.2. Market Structure
The market structure of the flour industry in Malaysia is a typical
example of a regulated or government controlled market, given the
existing Price Act 1999, Price Control Act 1946, Supply Control Act
1962, and the legal framework of these acts. The price of food stuff
or essential items such as flour is regulated, given no provision for
competitive price practices. The fundamental reason for applying such
price control mechanisms as a pro-poor distributive strategy is to
close the income gap between poor and rich households. Basically,
the Malaysian flour industry has been dominated by four major
players in which Malayan Flour Mills (MFM) and Federal Flour
Mills (FFM) are the clear dominator the market with both companies
controlling about 57 per cent of the domestic market share. Table 1
shows a brief overview of the Malaysian flour industry which has
been dominated by several major players as well as other smaller
firms.
<Table 1> Locations of mills in Malaysia Capacity (tonne/day)
Pasir Gudang,
80%-owned by PPB Group.
Federal
4 Perai, Kuching, 32% 2,550 Also has flour milling in Vietnam,
Flour Mill
Kota Kinabalu
Indonesia, Thailand and China.
Malayan
Flour

2

Interflour

Port Klang,
Privately-owned. To add 550 new
Kuching,
MT/day capacity in 1H15 in Pasir
4
21% 1,690
Labuan, Lahad
Gudang. Also has flour milling in
Datu
Indonesia, Vietnam and Turkey

Kuantan
Flour

1

Seberang
1
Flour Mill

Lumut, Pasir
Doubled capacity since 2012,
25% 2,520
Gudang
utilization rate presently at 60%.

Kuantan

n.a

n.a

Loss-making for past 6 years

Perai

n.a

n.a

Privately-owned

* The Kuantan Flour is no longer in operation and this make the
market for flour mainly dominated by the three biggest firms.

1.3. General Purpose (GP) and Non-General Purpose
The flour market in Malaysia is divided into General Purpose (GP)
and Non-General Purpose (Non-GP). GP flour is subsidised flour with
a price ceiling of RM1.35 per kg in Peninsula Malaysia and RM1.45
per kg in Sabah and Sarawak. GP flour is mainly used for roti canai,
bread, and other broad range of Malaysian sweet and savoury treats.
Among the popular brands of GP are Basikal, Bunga Raya, and Blue
Key. Random checks at retail outlets indicated that most of the time,
the price of GP flour is above RM1.35.

2. Methodology
In order to achieve the research objectives, this study was
conducted based on qualitative methods and secondary sources. Since
the study is qualitative in nature, face to face interview was
conducted between two groups consisting of consumers as well as
restaurant owners and retailers to examine the consumer and retail
markets’ consumption pattern of wheat flour. The interviews that were
carried out with consumers indicated that the GP flour (the subsidised
flour) is not popular among end consumers as many of them use
non-GP flour for their own consumption. To recommend policies,
previous studies and government policies were assessed as a
secondary source of information.
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Evaluation of Economic Potential and Level of Concentration of
the Regions of Kazakhstan
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Abstract
This research is devoted to the development of methods general
and standard methodological approaches and approbation those for the
evaluation of economic potential and level of concentration of the
regions of Kazakhstan. This paper presents the results of development
of the authors on the selection and justification of the methodological
approaches for quantitative evaluation of the economic potential (the
degree of territorial differentiation of the profile) and concentration of
regions. In this study, we used scientific methods: method of analysis
the main trends of economic development, and method of evaluation
of concentration of the region. Based on the analysis of foreign
techniques developed and tested methodical approaches to the
assessment of the economic potential (index and coefficient methods).
Proposed methodological approaches to the assessment profile of the
territory and developed a system of indicators, which includes an
aggregated index of spatial concentration, which accurately reflects the
concentration of production in the region. This study shows the
results of the analysis of the potential regional disparities and trends
of economic development of Kazakhstan. By using, the proposed
methodology shows the possibility of their use; we calculated the
indicators of integrated assessment of the economic potential and
indicators of spatial concentration.
Keywords: Region; Spatial development; Economic potential;
Concentration; Kazakhstan.

1. Introduction
In the modern conditions of unstable development of the global
economic system, the spatial factor becomes increasingly important in
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the evaluation of the phenomena and trends of economic development
at the global level and within a country, and its regions. In addition,
this requires a clear methodological framework that provides methods
and tools for assessing spatial relationships and their changes.
Research in the field of spatial development have fragmentary,
were not integrated and not supported methodologically until recently.
Methodological tools in domestic practice used to analyze the state
and dynamics of socio-economic development of regions far from
perfect. The consequence of this was lack of clear understanding of
the real situation and tendencies of development of the national
economy in a modern space, especially in light of the current
transformations within the country and in the world. Meanwhile, a
drastic change in recent years has been so multifaceted and dynamic
that escalated the need for scientific understanding of the conditions
and prospects of spatial development of Kazakhstan's economy. There
is also the need to study the empirical material in the evaluation of
adaptive possibilities of application of foreign models and methods in
the area of spatial development.
Thus, for the development of effective policy of spatial
development of the country required a new methodological approach
to the study of problems of the analysis and increase of efficiency of
use of the economic potential of the region. Because of which it is
possible to conduct a comprehensive assessment of the
socio-economic situation of regions, to identify positive and negative
factors influencing their development, to identify potentially untapped
reserves. Obtained in the process evaluation results will determine the
causes of disparities in regional development and to develop
recommendations to reduce them.
Therefore, this study aims to study the disparities in development
of regions and to provide specific recommendations. In this study in
the course of the study obtained the following results: First, based on
the analysis of foreign techniques developed and tested methodical
approaches to the assessment of the economic potential of the region
and its competitive advantages based on the use of the index and
coefficient methods. Second, by modifying the foreign approaches to
the assessment profile of the territory has developed a system of
indicators, which includes an aggregated index of spatial concentration
of Herfindale-Hirschman Index (HHI) and the modified Krugman
Dissimilarity Index (KDI), which accurately reflects the concentration
of production in the region. Third, this research shows the results of
the analysis of trends and of the degree of differentiation of
economic development of regions of Kazakhstan, their potential and
competitive advantage for the period 2000-2015. We conclude that the
growth of regional disparities remains a leading trend, and in the
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economy of the Kazakhstan are concentrated in a limited number of
regions with special advantages.
The study divided into the following sections. The Section 2
proposes to consider the theoretical aspects of the spatial
development. Section 3 sets the methods of evaluation of the level of
economic potential and concentration of the regions of Kazakhstan.
Section 4 is conclusion.

2. Theoretical Background and Literature Review
The modern theory of spatial analysis explores regional
characteristics of subsystems and involves the analysis of resources of
the region (Kireyeva & Nurlanova, 2013; Dezhina, 2013). Therefore,
it is possible to build an optimization model of the spatial
organization and shaping the strategic directions of development of
these systems. In addition, the economic science will create new
concepts based on developing a new strategy for spatial development.
That is why special importance given to research involving new
territorial aspects of the organization of life and spatial differentiation.
In this case, particular attention is to form regional policy studies as
an independent direction of spatial development economy (Anokhin &
Schulze, 2009). Thus, summarizing the analysis of existing theories
and concepts, we conclude that important subject in spatial economics
is part of studies that cover the problems of concentration and
specialization of production. The space may not be confined to one
country or region; problems of complex development; heterogeneity of
socio-economic development and polarization; the problem of relations
and interactions between “center” and “periphery”; problems of
urbanization and agglomeration and others.
In addition, in studies of contemporary authors used a new model
of spatial development, such as “theory of proximity” or
“traceability”, which is associated with the problems of sustainable
development of economy and society with local development of
individual areas (Courlet & Pecqueur, 2013). It seems to us that the
methodology of modern spatial analysis should integrated with the
cluster approach to the organization of space (Kireyeva, 2016). For
some countries, especially for the newly industrialized economies of
East Asia (Taiwan, South Korea, Singapore), such approach have
become important tool. Such approaches through enhanced national
economic model based on the transition from an export-oriented
policy to a new policy of spatial development.
However, in Kazakhstan since the beginning of the 21st century is
finding new ways of divergence from dependence on raw materials.
An important tool for establishing knowledge-based policy, which
aimed at ensuring of territories base on “theory of proximity”.
Further, determines the need to develop a general and standard of
methodological approaches, and approbation them for the evaluation
of level economic potential and concentration of the regions of
Kazakhstan. Therefore, it is need to proceed to the next section of
this research.

3. Methodology of Research
The initial methodological basis of this project will serve as
scientific developments of foreign and domestic scientists in the field
of economic, regional and innovation developments, as well as some
aspects of the assessment of economic potential and concentration.
The study of foreign experience of evaluation of profiling regions has
led to the conclusion that all existing in regional economic science
methodological approaches are not mutually exclusive, but complement
each other. In essence, they applied in parallel in various
combinations that depend on the peculiarities of spatial development.
For example, the number of social and economic resources (factors of
production) is a key component of spatial development. The prospects
for economic and social progress in the region depend on not only
resources, but also the specifics of their placement.
One of the main objectives in the development of methodological
approaches to the assessment of the economic profile of the region is
the justification of methods, criteria and indicators for the analysis of
dynamics of development of economic space, assessment of the level
of concentration of industrial production in the country. In other
words, it is necessary to develop accurate, objective and
comprehensive methods for the assessment of the economic profile of
the area capable to be a convenient tool for mapping of existing
resources and definition of reserves of economic growth and
implementation of many aspects of regional policy.
Under the methodological approaches to the analysis of spatial
development of the national economy is a set of tools in location
analysis and development of regional economic systems, the most
important of which are the following:
1) Index method – based on relative indicators expressing the ratio
of level of the analyzed index for any period, or the ratio of
level of the analyzed indicator in different regions among
themselves or with the average value of this indicator.
2) Coefficient method – based on the calculation of certain relative
indicators (ratios) whose values can be compared for various
periods of time on various activities, as well as with the
accepted regulatory values.
The proposed new approach based on the classification of methods
to assess the potential and economic profile of the territory.
According to this approach, these methods can classified into the
following two groups:
1) method of analysis the main trends of economic development;
2) method of evaluation of concentration and industry specialization
of the region.
In this paper presents the developed methodological tools that will
allow analyzing of economic potential and concentration of the
regions of Kazakhstan. Two approaches suggested and reflected strong
methodological positions with evident implication. These methods are
not identical, but they are interlinked, that needs to clarified and
expanded.
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Linkage between Public Policy, Green Technology and Green Products
on Environmental Awareness in the Urban Kuala Lumpur, Malaysia
Md. Khaled Saifullah*, Fatimah Binti Kari**, Md. Arphan Ali****

Abstract
The main purpose of this study is to investigate the factors that
have an impact on public policy, green products and technology in
Kuala Lumpur, given government initiatives to boost the environment
awareness. The data used in this study was collected by distribution
questionnaires randomly in six areas of Kuala Lumpur and 400
respondents were interviewed. Based on a literature review, three
hypotheses were stated and tested using structural equation modeling
(SEM). SEM is a statistical analysis method that involved two or
more variables in analyzing structural relationships among the
variables. The SEM model shows that green products and government
policies have a direct influence on environmental awareness. However,
green technology does not have a direct influence on environmental
awareness. Since, knowledge on green technology does not have a
significant impact on raising environmental awareness among the
public, a much more pragmatic awareness campaign needs to be put
in place to use green technology as a part of modern living. The
study suggests that the urban population needs to be more aware of
the environmental issue as cities tend to have better infrastructure to
raise public awareness on green issues. Moreover, the government
should increase the environmental awareness among younger
generation through workshops, seminars, campaigns, and pamphlets.
Keywords: Public policy; Green technology; Green products;
Environmental awareness; Malaysia.

1. Introduction
Malaysia has initiated green initiatives in recent years to minimize
the degradation of the environment as well as achieve a sustainable
growth. Efforts made by the government as well as the private sector
in conserving energy and promoting renewable resources have been
exemplary. Through the efforts on leveraging the green technology, it
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is expected that Malaysia will achieve sustainable development and
will eventually triumph in accelerating towards a high income nation.
However, Malaysia’s effort in introducing green technology started
back in 2009, where the Malaysian government established the basic
foundation for green economy.
In terms of policy perspectives, environmental issues have been
given due emphasis since the implementation of Sixth Malaysia Plan
(EPU, 1990) in which environmental management was directly
integrated into the national development planning as well as the
national project. Under the Seventh Malaysia Plan (EPU, 1995) and
Eight Malaysia plan (EPU, 2000), the emphasis on environmental
issues continued to be given due emphasis. From the Ninth Malaysia
Plan (EPU, 2005) onwards, environmental issues were introduced as
one of the main issues. The Seventh Malaysia Plan (EPU, 1995)
asserted Malaysia’s commitment towards enhancing environmental
awareness among the population to promote an environmental friendly
lifestyle. The plan stated that the relevant ministries will develop
policies, strategies and programs on environmental education,
awareness and training. The imparting of knowledge and instilling of
awareness is expected to help Malaysians adopt a more environment
friendly lifestyle. Environmental ethics and a sense of responsibility
will be inculcated and the population will be encouraged to take an
active role in the protection and maintenance of the environment.
The private sector, non-governmental organizations, and the media
will be encouraged to play a bigger role to complement the
Government’s efforts in this endeavor. The Seventh Malaysia Plan
also proposed the national policy on the environment which aims at
promoting economic, social and cultural progress through
environmentally sound and sustainable development. Subsequently,
under the Tenth Malaysia Plan (EPU, 2010), the New Economic
Model also focused on the environmental management in which the
principle of sustainable development strategies was the main theme.
The sustainability principles were discussed in line with the use of
natural resources for a country which intended to enhance national
income and achieve high income status by 2020.
This paper attempts to assess the environmental awareness of the
general public related to public policy, green product and green
technology. Moreover, the rest of this paper is organized as follows;
Section 2 discusses the literature review on environmental awareness,
green products, green technology and government policy. Section 3
presents the methodology and model specification of the study.
Section 4 analyses the results and Section 5 concludes the study.
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2. Research Method
2.1. Site Selection
The target population was defined with respect to the sampling
unit of the study. Sample was clustered based on the municipal
council represented by Parliamentary zone which includes Ampang,
Setapak, Pantai Dalam, Petaling Jaya Utara, Batu, and Putrajaya. The
areas were divided into six clusters to capture the diverse groups in
terms of race, employment and the overall-socio-economic status. The
survey was conducted from January 2016 to April 2016. Randomness
of the survey was based on alternating working days versus weekends
to carry out the survey among potential respondents. In extension,
randomness was also based on the willingness of the general public
to respond to the survey. A total of 400 questionnaires were
completed over the sampled period.

2.2. Sampling Technique and Sample Size
This study used multi-stage of sampling technique to collect the
data and obtain study objective. Using cluster sampling technique,
Kuala Lumpur was clustered into six clusters based on geographic
location. A total of 400 questionnaires were distributed among young
generation through face-to-face interviews. Out of 400 questionnaires,
28 questionnaires were incomplete, resulting in 372 usable
questionnaires to obtain study aims. This study used a questionnaire
as the primary instrument to collect data. The questionnaires were
divided into two sections (A and B). Section A consisted of the
demographic information of the respondents, which included their
gender, age and education. Section B contained 29 items to assess
the environmental awareness based on a 5-point Likert scale with 1
being “strongly disagree” and 5 being “strongly agree”.

2.3. Hypothesis
In order to have a clear understanding and to develop a clear

representation of this study; particularly to find the relationship
between green products, green technology and government policy on
environmental awareness, following hypotheses have been taken into
account (Figure 1).

<Figure 1> Proposed research model

H1:

Green products are positively related to environmental
awareness.
H2: Government policies are positively related to environmental
awareness.
H3: Green technologies (Green Tech) are positively related to
environmental awareness.
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An Exploratory Treatise on Consciousness and Espousal of
Halal Supply-Chain: An Indian Perspective
Rajasekhara Mouly Potluri*, Jung Wan Lee**, Lohith Sekhar Potluri****

Abstract
The purpose of this research is to be acquainted with the
awareness and approval of halal supply chain among Indian
manufacturers and distribution network members for haulage and
warehousing activities from the perception of respective service
suppliers. A total of 20 respondents, which consist of 10
transportation companies and 10 warehousing companies from the
State of Andhra Pradesh in India were selected for the study by
using purposive sampling method. The principal focal points of the
discussions are on awareness and adoption of halal transportation and
warehousing services chosen for the study in the comprehensive halal
supply chain. A total of 90 percent and 70 percent of respondents
from the transportation and warehousing companies respectively agreed
that they know only about the concept of halal but do not have any
exposure and ken on the halal supply chain. However, findings of
this research won’t have extensive validity in the market, gaining an
enough familiarity with the halal supply chain in the Indian social
context is of immense importance. This is a pioneering attempt aimed
to investigate the awareness and adoption levels of halal supply chain
among Indian businessmen which are precious for supply chain
companies to customize their services in the country as well to the
world of academia.
Keywords: Halal; Supply chain; Transportation; Warehousing; India.

1. Introduction
In the present day’s extremely competitive business milieu,
companies are always in the quest to find the crucial flourishing
strength in the organization to hang around with perfect full-fledged
competitiveness in every possible facet. For that reason, supply-chain
is an activity which can be considered by almost all companies in
every kind of industry, from the core to services. In the last two to
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three decades, radical changes have taken place in the supply-chain
system with the introduction of technology. Modern day’s business
people have always attempted to trim down various preventable costs
in every area of their business as a most crucial way to proliferate
their firm’s profitability.
According to Qur’an’s Chapter 2:168 Al-Baqarah, “Almighty issued
a clear guideline especially to Muslims and even to all, to obtain
only permitted things and said absolutely, that people should eat only
lawful or good food available on earth by not following the footsteps
of evil”. Halal means “permissible” or “allowed” which encompasses
all that is permissible to be consumed by Muslims, according to
Shariah, i.e. Islamic law. The Muslim community should use only
permitted things, food or actions as per Qur’an, which is garnered
through the Halal supply chain services. A competent strategic
thinking with the ideal administration, even in supply chain activities,
categorically proffers all kinds of fruitful benefits to manufacturers as
well as to network members in any business. The increasing trend of
population in general and the Muslim population in particular, as well
as the awareness about halal products in India, leads to the
tremendous potential for halal based activity.
Researchers like Van Assen, Amstel and De Vaan (2010) and
Tieman, Jack, Vorst and Ghazali (2012) emphasized that halal
manufacturers require an aggressive supply chain approach in line
with the Shariah which will be a perfect value addition to acquiring
a dominant competitive advantage in a highly competitive market.
The popularity of halal products are almost abysmal in India but
almost cent percent of Muslims have a confident intention to know
more about halal beyond their present ken which is simply the prayer
offering before and during slaughtering of animals for food.
In the present situation, the general propensity towards halal
products or services is not exclusively meant for Muslims.
Non-Muslims were also found to prefer halal products or services in
different parts of the globe. This was proven by the researchers like
Abdul Talib, Mohd Ali and Jamaludin (2008) and Belkhatir, Bala and
Belkhatir (2009) which mentioned that halal orientation is not at all
sighted as exclusively related to Shariah i.e., Islamic law and a
majority of non-Muslims are also intensively on track to purchase
halal products and services with a view that the products are fresher,
more hygienic and delicious. The enhancing trend of demand for
halal products and the indomitable intention of Indian Muslims to
follow Shariah provides an unquestionably great satisfaction to halal
compliance, as well as to obtain the most hygienic and quality
products. In addition, notable researcher, Tieman (2011) stated that
consistency in maintaining halal integrity throughout the supply chain
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is the prime responsibility of manufacturers.
Based on the importance of research on the halal supply chain,
Jaafar, Endut, Faisol and Omar (2011) stressed on the need to
introduce halal supply chain services by logistic firms to meet the
demand from halal manufacturers around the world. Researchers in
this study have a tendency to prefer halal service providers as an
alternative to halal manufacturers for this research. Accordingly, this
study was initiated with a purpose to investigate the awareness and
espousal of halal supply chain among Indian manufacturers and
network members for haulage and warehousing from the point of
view of supply chain firms.

2. Research Methodology
The researchers initiated this research with a view to exploring the
awareness and espousal levels of halal oriented logistic services
provided by Indian companies. Through this study, researchers
evidently observed that this exploratory study is the first gallant effort
in India where awareness and adoption levels of halal products and
services are very negligible. This is because there is no availability of
sufficient information regarding halal or halal oriented services and
the culture spread among Indian Muslims that conveyed specific
information about their activities, interests, opinions, values, traditions,
taboos and other social relations. As a result, researchers thought that
qualitative method is necessary for the study, where data is garnered
by conducting a sequence of personal interviews and through small
focus groups. In view of the fact that this concept is an absolutely
novel-fangled approach to India without any such service providers to
get a better understanding of the chosen subject matter for research.
Even though findings of this study in terms of external validity are
limited, gaining a rich and complex understanding of the halal supply
chain in the Indian social context is of great significance.
The researchers have selected a purposive sample of 10
transportation companies and 10 warehousing companies on the basis
of hypothetical dissemination of the research problem under
consideration. Two researchers carried out semi-structured personal
discussions with both higher and middle-level executives who have a
competent ken and rich experience in this field from the two chosen
classes of respondents who were spread-out in the coastal districts of
Andhra Pradesh. The prime focus of the interviews and discussions
are on awareness and adoption of halal and halal services chosen for
the study. Focus groups framed for the discussion consists of around
five respondents who are highly experienced in the chosen fields of
the study.
Two of the researchers conducted the focus group work. One acted
as a moderator of the discussion and the other as the note taker to

garner the data relating to awareness and espousal of halal and halal
services. The moderator-initiated discussion by raising both
close-ended and open-ended questions. One of the researchers acted
as a moderator and took the responsibility for discussion by initiating
the research topic, raising questions, controlling arguments, along with
careful observation of proceedings of the discussion. The second
researcher (note-taker) took detailed notes of these discussions. The
core theme for the focus group is the halal supply chain services,
which is further divided into four sub-themes viz., respondents’
background, awareness levels about halal, espousal of halal services,
perceptions of respondents to know more about the investigative
topic. Researchers should very cautiously note down the outcome of
all the conversations and views expressed by all the members in the
focus group. The collected information is then put on paper in an
organized way and analyzed based on which the final conclusions are
framed as mentioned in the next part of this study.
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Sustainability Practices as Determinants of Financial Performance:
A Case of Malaysian Corporations
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Abstract
This research is carried out to investigate the relationship between
sustainability practices and performance in a financial sense for
Malaysian Oil and Gas sector. Objectives include to study the state
of sustainability disclosure among Malaysian oil and gas companies,
to understand if companies that practiced sustainability had better
performances to their financial bottom-line and to conduct a data
analysis to understand the relationship between Environmental, social
and governance performance [represented by the acronym ACSI] and
financial performance. Sustainability performance is measured using
ACSI checklist, which is an adaptation of the GRI 3.0 by Global
reporting initiative while financial performance was measured on
financial and profitability parameters namely EBITDA, EPS and PE
ratio. Secondary data sources are used which were then converted
into a rating scale to develop quantitative data. SPSS 21 is used for
the analysis. The result shows that the majority of oil and gas
companies in Malaysia had poor performance in terms of
sustainability disclosure. On all three chosen profitability parameters,
the companies that practiced sustainability were found to perform
better than their counterparts that did not. Strong and significant
relationship exists between sustainability practices and better financial
performance.
Keywords: Sustainability, Financial Performance, Profitability, Oil
& Gas Sector.

1. Introduction
According to the international institute of sustainable development,
the concept of sustainability originated around 1962 when the
post-world war II community and the environmental movement were
being gradually merged (Lowitt et al., 2009). In 1987, the World
Commission on Environment and Development’s was summoned with
the aim to come up with a standard definition for sustainable
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development, it was an event that was basically concerned about how
continuous development can be achieved and managed without
upsetting the balance of nature. Since then, the term ‘sustainability’
has taken a new approach especially since the 1990s as there is now
a shift from merely focusing on environmental issues to a focus on
merging environmental, social and global economic issues (Lowitt et
al., 2009). The recognition of sustainability can be seen today as
many organizations are now embarking on programs such as
corporate governance, CSR, green production, green value chain,
paperless banking and reduction of water consumption (Choi & Yu,
2014); In addition, according to Siew et al. (2013) stakeholders are
also seeking disclosures of organizations business activities that
includes financial, social and environmental performance. Sustainability
awareness in business organizations continues to grow as the world
face up to social, environmental and ecological problems such as
gender and economic inequality, human rights abuses, global warming,
carbon emissions, gas flaring and various levels of environmental
degradation (Lowitt et al., 2009).
In respect to these events, the business case for sustainability has
continued to grow to unprecedented levels over (Epstein & Buhovac,
2014). Various research works has been done on sustainability with
the most research in developed countries like USA, Australia, United
Kingdom, Germany, France and a few others (Epstein & Buhovac,
2014). The bulk of the research has focused on best practices across
industries such as tourism, banking & finance, construction,
transportation and agriculture. In other parts of Europe, research has
been done on sustainable management systems in Romania (Burja,
2012). There has also been notable research in developed countries
that focused on the link between sustainability practices and company
profitability on basis of firm valuation, ROE, EBITDA and ROI
(Kusuma & Koesrindartoto, 2014; Siew et al., 2013). In South
America; Indonesia, Japan, China and India, research was also done
on the effects of sustainability practices on profitability (Kusuma &
Koesrindartoto, 2014) and the effect of corporate sustainability on
employees (Choi & Yu, 2014). In Africa, major research work has
been done in terms of rethinking environmental sustainability practices
as well as reconciling sustainability and profitability (Oribu et al.,
2014). In Malaysia, majority of the research on sustainability focused
on industry practices (Osman et al., 2012). There has been research
linking sustainability practice and reporting to company financial
performance in terms of share price stability and growth as well as
on the issue of sustainability as it affects corporate performance.
Research was also done on gender diversity in boards and
management positions in Malaysia (Marimuthu, 2009). Generally, there
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is not adequate literature to determine the effects practicing
sustainability will have on the financial performance of organizations
in Malaysia. Therefore, this research will aim to plug that gap, add
to existing literature and also provide scope for further research work
on the subject.
The main aim of this research is to understand the effect that the
practice of sustainability has on the profitability of Malaysian
companies; it seeks to deal with the issue in a Malaysian context and
the financial performance of the organization will also be reviewed
which will then lead to an understanding as to whether Malaysian
stakeholders have a preference for companies that practice
sustainability. Objectives: (1) To understand the level involvement of
Malaysian oil and gas companies in the practice of sustainability. (2)
To understand if companies practicing sustainability perform better
than those that do not. (3) To understand the strength of relationship
between sustainability practices and better financial performance.
Research Questions: (1) What is the level of involvement of
Malaysian oil and gas in the practice of sustainability; and what is
the outcome of this result in a ranking system? (2) In comparison,
do companies that practice sustainability have better financial
performance than those that do not? (3) Is there a linear association
between sustainability practices and profitability; and in the case
where a relationship exists, what is the strength of this relationship?

2. Methodology
This study uses combination of methods at various stages. Both
exploratory and explanatory research design is applied; it will follow
a deductive approach. This research is done by using qualitative,
secondary data sources to generate quantitative data for analysis; some
of the data sources include but are not be limited to sustainability
reports, annual reports, press releases and independent research
articles. Also, the study uses secondary data sources collected from
selected Malaysian companies listed on the Bursa Malaysia, the
legitimacy of the data is not in question because the companies are
recognized in Malaysia and are publicly listed in the Bursa Malaysia
stock exchange, in addition, most publicly listed companies employ
the services of external auditors to audit their accounts, therefore, as
a result of this, secondary data source will usually have high level of
credibility and reliability. The study will be done using time series of
longitudinal data. For the time series data collection, annual reports
and all relevant online text materials posted in the company’s
websites and other sources are be considered. The research considers
annual reports from the chosen year of 2010 to 2013. Data from
2014 until 2016 is not included some of the parameters are not
updated for certain companies.
The research uses purposive sampling as the samples will come
from a sub-group; this is because it focuses on a particular sector
and will involve all the companies operating under that sector. The
samples to be used in the analysis is a selection from the Bursa
Malaysia listings, based on a company’s primary business activity
falling under the energy sector specifically in oil & gas, therefore,
organizations who are “Investment holding companies” and have other

businesses as core or supplementary businesses are not considered.
The researcher only considers companies that have been publicly
listed in the Bursa Malaysia not later than year 2008 and companies
that have been incorporated for at least for the past 10 years. Out of
32 companies that fell under the oil and gas sector, 11 companies
did not meet the target population criteria because they are either
investment holding companies with multiple business focus or were
listed in the Bursa Malaysia after the year 2008. So, the sample of
21 companies that met the criteria are oil and gas companies listed
on the Bursa Malaysia. In the course of this paper, specifically to
answer research question 2; the chosen companies are divided into 2
parts which are those companies that fully integrate the triple bottom
line [economic, social and ecology] concept in their business and
disclose accordingly in either a separate sustainability report or annual
reports and the other section will be companies who have no record
of full or partial sustainability practices and disclosure.
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Brands and Competing Factors in Purchasing Hand Phones in the Malaysian Market
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Abstract
Hand phones are standard paraphernalia among university students.
Factors that motivate them to own the gadget would be of interest to
both the students as well as marketers. Hand phone usage is an
unexamined field in academic literature, this exploratory study
attempts to investigate student purchasing motives in cellular phone
markets. It also intends to know the student’s satisfaction with the
different services and its future impact on socio economic changes. In
this study, undergraduates (n=336) were requested to specify their
purchase criteria of hand phone. The instrument used in the study to
collect feedback from the respondents contains a combination of
open-ended and scaled questions, and some background demographics.
The study employed content analysis, Pearson’s correlation, and t-tests
as the primary tools to analyze the responses. Results show that
brand was rated as the most important factor in student purchase
decisions. Other factors, arranged in decreasing order of importance
comprise price, product quality, features, durability, availability,
promotion, and post purchase service. Brand and price correlated
significantly. It is also observed that there is very little difference
regarding preference between brand and price in purchasing a hand
phone. Marketers may formulate suitable strategies out of the findings
to promote hand phones to university undergraduates in Malaysia by
emphasizing at brands and price.
Keywords:

Brand; Consumer product; Hand
research; Price; Undergraduates.

phone;

Market

1. Research Purpose
Hand phone markets became very competitive due to the presence
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of many manufacturers in hand phone industry. Current and potential
customers are pampered with many choices of hand phones due to
rapid advancement of mobile technology.
There are many factors that attract users to buy hand phones,
which include brand, quality and price. Despite these, brands play a
vital role in hand phone industry. The most popular brands of hand
phones in Malaysian market include Nokia, Samsung, and Sony
Ericson. There are several factors like product attributes, social status,
durability and ease of use that motivate students to purchase reputable
hand phones. Brands are perceived as a warranty not only for quality
and performance but also for distinction and emotional attachment.
According to Kay (2006), branding is an important strategy to win
consumer preferences and to establish long term relationship with
customer. In the hand phone industry, brand is not projected as a
link between products and companies, rather the brand image.
However, an increasing number of hand phone companies are now
undertaking brand building activities in order to generate long-term
profits.
Aaker and Joachimsthaler (1999) demonstrated that both personal
and situational factors have direct effect on a brand. However, there
are many factors that influence the student to purchase hand phone
other than brands like price, functions, promotions, post-purchase
service, model, sales and others. In fact, price elasticity of demand is
high for the lower or no earning group like student. It will therefore
be interesting to know students’ preferred factors in purchasing hand
phones. However, the rapid globalization of developing countries is
stimulating consumers in these markets to buy luxury brands. Against
this backdrop, it is necessary to find out whether the trend exists
across various levels of income groups. Globalization has brought
changes in cultural values in various countries and created awareness
among consumers about multinational luxury brands. Consumer
perceived brands as an extension of their self-image and the need to
purchase branded products is driven by the desire to enhance
self-image in the social context. Yet price elasticity of demand is
higher for individuals with lower or no income like student than
individuals with higher income like working individuals.
Mobile phone markets are one of the most turbulent market
environments today due to increased competition. Marketers have
special interest in consumer buying decision process and the factors
that determine consumer choices among different mobile phone
brands. On this basis, this paper attempts to ascertain the preferences
of hand phone brands among students of two public universities in
Malaysia. By knowing their preferences, hand phone marketers can
mount appropriate strategies to attract and maintain this market
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segment.
Next section of the literature review deals with brands, perceived
quality, satisfaction and hand phone brands, product attributes and
hand phone brands, social status and hand phone brands, trust of new
technology and hand phone brands, consumer choice in market and
hand phone brands. It is followed by data collection method and
analysis. Next sections present findings and discussions. The paper
ends with conclusion and future research direction.

2. Methodology and Data
The study used quantitative approach to generate highly relevant
complementary data for analysis. This research selected students from
main campus of two public universities in Malaysia. The field work
was completed within two months. The university students have been
chosen since the authors agreed that they represent their peers in
purchasing mobile phone. A questionnaire was developed to
investigate the factors that influence consumer choice. The

questionnaire was divided into four sections: the first section deals
with students personal use products, factors in buying hand phone,
and the decision criteria of buying. Second section uses scale
questions to learn about the importance of the factors to purchase
hand phones. The third section deals with understanding of brand by
students, choice between brand and other factors to purchase hand
phones as well as reasons to purchase other than branded hand
phones. The last section seeks respondent demographics. Apart from
general information such as gender, age and education, respondents
were asked to specify the number of the mobile phones, favorite
connection and name of the brand they use.
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Top-executives Compensation: The Role of Corporate Ownership Structure in Japan
Mohammed Mehadi Masud Mazumder**

Abstract
This paper explores the impact of corporate control, measured by
ownership structure, on top-executives’ compensation in Japan.
According to agency theory, the pay-performance link is expected to
be affected by the firm’s ownership structure. Using a sample of
4,411 firm-year observations (401 firms for the 11-years period from
2001 to 2011) for Japanese non-financial firms publicly traded on the
first section and second section of the Tokyo Stock Exchange (TSE),
this study demonstrates that institutional ownership (both financial and
corporate) is negatively related to the level of executives’
compensation. Such finding is in line with efficient monitoring
hypothesis which claims that the presence of institutional shareholders
provides direct monitoring over managers, limits managerial
self-dealing and curves the increase in CEO pay. On the other hand,
the results also show that managerial ownership is positively related
to their compensation which supports managerial power theory
hypothesis, i.e. management-controlled firms are more likely to extract
more compensation from the business than other firms. Overall, this
study confirms that corporate control has significant impact on cash
compensation paid to Japanese top-executives after controlling the
conventional pay-performance relationship.
Keywords: Executive compensation, Corporate performance,
Corporate governance, Ownership structure, Japan.

1. Introduction
Executive compensation is a popular topic in both the popular
press and the scholarly literature. Nevertheless, the same has been
less of an issue of concern in Japan, where the number of empirical
research on executives’ compensation is very few.
One of the
reasons might be the widely held perception that Japanese
top-executives get very lower amount in comparison to their western
counterparts. But, Jensen and Murphy (2010) argue that it is less
important to focus on how much top-executives are being paid rather
the real problem is how they are being paid. In addition, Japan is a
country of particular interest not only because it has considerably
lower levels of compensation than the US, but also because it has
* Department of Accounting & Information Systems, University of
Dhaka, Bangladesh. E-mail: masudmehadi@du.ac.bd

very different corporate governance structure, characterized by insider
dominated board and high institutional ownership. Therefore, further
empirical research that contributes to the managerial compensation
literature in Japanese context is expected to be highly appreciated.
Existing theoretical framework and empirical research have
identified many hypotheses and determinants that explain the amount
and structure of executive compensation in the corporate world. The
use of Japanese data allows testing of the universality of those
hypotheses and determinants in a country where different governance
mechanism persists. Most of the previous studies in Japanese context
have focused on relatively narrow aspects of the executive
compensation process, i.e., testing the relative significance of
accounting profitability or stock market performance. But, according
to agency theory, the compensation-performance link is also affected
by the level of firm’s corporate control. The reason is that
top-executives in firms with weak corporate control may persuade to
ignore real corporate performance and set compensation according to
their wish. Any study on managerial compensation which does not
address the aspect of corporate control along with corporate
performance is incomplete and dubious in findings. Sakawa,
Moriyama and Watanabel (2012) claim that corporate control in
Japanese companies is important for controlling executive
compensation. Therefore, this current study tries to contribute to the
existing literature by examining how the corporate control (measured
by ownership structure) influences the level of top-executives'
compensation in Japanese companies.
The paper has very interesting results. Corporate control is found
to have a significant influence on managerial compensation of
Japanese firms after controlling corporate performance. In particular,
institutional
ownerships
measured
by
financial
institutional
shareholdings and business corporations’ shareholdings have significant
negative impact on top-executives' compensation which is consistent
with ‘Efficient Monitoring Hypothesis’. On the other hand, in line
with ‘Managerial Power Theory Hypothesis’, directors (executive)’
shareholdings have the positive impact on top-executives'
compensation. The findings clearly justify the role of corporate
control as a determinant of on top-executives' compensation.

2. Research Design
2.1. Basic Equation
Any statistical model of the relation between compensation and its
determinants must begin with the equation describing pay for the
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managers. A general form for the compensation equation in this paper
to test the before-mentioned hypotheses is:
Compensation
= f(Conporate Per formance, Corporate control, Firms
- specific Characteristics)

2.2. Empirical Models
Based on the basic equation in sub-section 3.1, in this section, this
study constructs empirical as following:
Model 1: COMP=
        

      
  ∈      

2.3. Sample Selection and Source of Data
The firm-wise data is extracted from the Nikkei NEEDS database.
The Nikkei NEEDS data are sourced from annual company reports.
The selected non-financial firms are subdivided into industry sectors
according to Tokyo Stock Exchange (TSE) industry classifications.
Initial sample is adjusted to exclude the firms with following criteria:
having fiscal year end other than March and having insufficient or
missing data for the whole period under this study. Adjustments are
also made in the sample for some variables with top and bottom 1
percent outliers. The selection process yields 4,411 firm-year
observations (401 firms for the 11-years period from 2001 to 2011)
for Japanese non-financial firms publicly traded on the first section
and second section of the TSE.
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The Role of Quality of Relations in Succession Planning of Family Businesses in India
Parimal Merchant*, Arya Kumar**, Debasis Mallik****

Abstract
Considerable research has been done on the issue of succession in
family businesses. However the process of induction, of preparing the
members of the next generation for joining the family business has
not been examined in detail. This paper attempts to analyse the
relevance of three critical factors – ‘quality of relations’, ‘willingness
of the inductee’ and ‘the ability to manage tensions harmoniously’ to the induction process and the progress of the business. It focuses
on the Indian context, specifically in the Small and medium
Enterprise (SME) area. Qualitative research has been carried out. The
Case Study method is used and data has been gathered from
two families (including two branches of one family), using
frequent unstructured interviews, over a period of five years. It is
concluded that positive impact on business, family and the inductee
depends to a large extent on the quality of relations, willingness of
the inductee and the ability of both the inductor and inductee to
handle and manage the tensions. Thus the findings of the study
extend current understanding about succession drivers to the specific
context of eastern cultural and developing economy represented by
the Indian family businesses in the small and medium enterprise
sector.
Keywords: Family business, Personnel management, Succession
planning, Induction, Small and Medium Enterprises,
Corporate culture, India

1. Introduction
In all economies of the world, family businesses play an important
role in creating wealth. They are also found to be the most dominant
form of business. The family businesses represent between 65 to 80
percent of the business enterprises all over the world. As per a study
by Malhotra (2010) 80% of all businesses worldwide are family
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businesses. Both in developed countries like USA, UK etc. and
developing countries like India, Pakistan, Bangladesh, Sri Lanka etc.,
family businesses play a significant role in the growth of the
economy.
Within the research available, one of the most significant problems
identified with family business is about the continuity of the business.
This paper attempts to identify, through qualitative research, the
critical psychological factors that influence the succession process,
with particular focus on the preparation of the next generation to be
inducted in the business. The founder has a significant influence on
the firm including its culture, values and performance. Ensuring
continuity of the family business after the founder has been seen as a
major challenge. Most family businesses are not able to pass the
reins of the business effectively to the next generations.
With the changes in the environment such as advent of
globalization, shift in technology etc., ensuring continuity of the
business has become a deeper challenge for all forms of business.
But it gets magnified in the case of family business due to the
additional factors of family emotions and mutual impact of family on
business and vice versa, making continuity over generations difficult.
As the concern about continuity is so significant, it is obvious that
over the years a large part of research within the area of family
business has attracted the attention of researchers to the aspect of
succession and continuity. Researchers have examined these aspects
from both empirical and anecdotal angles in a bid to arrive at
satisfactory answers. It has been argued that succession planning is
critical. Succession planning is like a journey, which unless
meticulously planned, can go haywire and result in an undesired end.
The process of succession comprises myriad issues, each to be
handled precisely else there are high chances of the situation going
downhill. As per Lam (2011) a number of variables have been
identified but little causal insight is offered that helps us to
understand the family–business–succession nexus.
Studies on succession process have mainly been viewing the
process from two different viewpoints. Some researchers believe that
succession is a one-time event. When the time for succession comes,
the management and ownership of the business is transferred from
one generation to another. As opposed to this view, some researchers
view succession as a process and not as a single event. The
succession process is commonly described as consisting of several
phases that most often contain elements of initiation/preparation,
integration, joint management and finally retirement of the
predecessor.
However, in going through the literature extensively, it was
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discovered that the greatest proportion of the literature involves
studies in western context. Succession process, to a large extent, also
depends upon differences in culture, social milieu and practices that
differ a lot from one country to another. The commonly accepted fact
is, that there are cultural differences between east and west. The two
cultures from the opposite sides of the world, exhibit significant
differences when compared on the parameters of high-context v/s
low-context communication, individualism v/s collectivism, equality v/s
hierarchy and assertiveness v/s interpersonal harmony. There are
several divergent points between the two cultures, one of the most
important being the strong individualism in the west v/s distinctive
collectivism in the east.
This highlights the significance of conceptualizing family business
succession in the context of eastern culture and a developing
economy. As such we decided to focus the study of Indian family
business which represents both these contexts. After interacting with a
large number of Indian Family businesses, we realized that various
special issues relating to the Indian context could be identified.
Further, we decided to focus on the Small and Medium Enterprise
(SME) segment, as firms within this segment have their unique
context and constraints.
During our firsthand interactions with Indian SME Family
Businesses, we found that much before the issue of succession
surfaces; there is another issue of inducting the next generation
members into the business. Post-induction comes the challenge of two
generations learning to work together, for a period which at times
extends to almost two decades. Succession comes only post the
co-working phase. In other words, there are two primary concerns,
i.e., first, how to effectively induct the next generation members in
the family business and second, how to ensure smooth working
together for a long period before the issue of formal succession
comes up. With the above concerns as the backdrop, this study
attempts to focus on the first issue i.e., effective induction of the
next generation members in the family business.
There is a plethora of studies in the literature about factors that
could affect the succession process. However, there are not many
studies available on the specific issue of preparation of the next
generation member for induction into the family business. So, by
extrapolating and making logical connections among the available
studies we identified the factors that affect succession and are likely
to affect the induction as well. Hence amongst the factors identified
from earlier studies; this paper attempts to identify and analyse the
relevance of three critical factors – ‘quality of relations’, ‘willingness
of the inductee’ and ‘the ability to manage tensions harmoniously’ on the induction process.

These are further analysed as follows: A conceptual argument can
be made for a mutual dependence among these three factors.
<Table 1> Three factors: Quality of relations, Inductee’s willingness, and
Tensions
Quality of relations
Inductee listening to and valuing the advice of the inductor
Inductee seeking the guidance and support of the inductor
Inductee appreciate of inductor giving frank feedback
Inductee complaining about the conservatism of the inductor
Inductee complaining about the inductor not giving him enough
power
Inductee overconfident and complaining
Inductee thinking that the inductor’s way of doing business is not
appropriate
Inductee’s willingness
Inductee keen to join the business
Inductee taking interest in the business from very young age
Inductee willing to put the hard work required in the business
Inductee keen to learn the nitty-gritty of the business
Tensions
Existence of tensions
Ability and willingness to harmoniously manage the tensions

2. Research Scope
This study is concerned with the induction process of family
members from the next generation who may go on to succeed the
incumbent leader. It takes into consideration the Indian business
context and the Indian social context. Large organizations have
well-developed organizational structures and access to resources for
managing the business and associated issues like transition and
succession. In contrast, SMEs lack structure and resources and also
options for transitions. This study focuses on the induction process in
SMEs.
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CO2 Emission, Energy Consumption and Economic Development:
A Case of Bangladesh
Md. Zahidul Islam*, Zaima Ahmed**, Md. Khaled Saifullahc***,
Syed Nayeemul Huda****, Shamil M. Al-Islame******

Abstract
Environmental awareness and its relation to the development of
economy has garnered increased attention in recent years. Researchers,
over the years, have argued that sustainable development warrants for
minimizing environmental degradation since one depends on the other.
This study analyzes the relationship between environmental
degradation (carbon emission taken as proxy for degradation),
economic growth, total energy consumption and industrial production
index growth in Bangladesh from year 1998 to 2013. This study uses
Vector Autoregression (VAR) Model and variance decomposition of
VAR to analyze the effect of these variables on carbon emission and
vice-versa. The findings of VAR model suggest that industrial
production and GDP per capita has significant relationship with
carbon emission. Further analysis through variance decomposition
shows carbon emission has consistent impact on industrial production
over time, whereas, industrial production has high impact on emission
in the short run which fades in the long run which is consistent with
Environmental Kuznets Curve (EKC) hypothesis. Carbon emission
rising along with GDP per capita and at the same time having low
impact in the long run on industrial index indicates there may be
other sources of pollution introduced with te rise in income of the
economy over time.
Keywords: Energy Consumption; CO2 Emission; Environment
Degradation; Economic Development; Bangladesh.

1. Introduction
Researchers have argued that the development of an economy is
directly related to environmental awareness which gained significant
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attention in recent years. In the long run, development of an
economy may have significant impact on environment. On the other
hand, environmental changes are also expected to have impact on the
economy. Energy has been one of the driving force of economic
development. A number of researchers have argued that the growing
consumption of energy has been the core reason of increased carbon
emission, thus resulting in environmental degradation. Hence, climate
change and its impact has been a growing concern all over the
world.
In a recent report by International Energy Agency (2016) it was
mentioned China alone contributes 28% of global carbon emission
and sector wise electricity and heat contributes 42% of the carbon
emission. CO2 emission in Bangladesh has increased from 9,123 (kt)
in 1984 to 57,070 (kt) in 2011 which places the nation at 53rd
position among the top 60 with CO2 emissions from gaseous fuel
consumption country (The World Bank, 2017). If the trend persists,
Bangladesh may continue to move up the ranking despite the
implementation of new green energy policies since the nation still
largely depend on fossil fuels (crude oil, natural gas, coal and coke)
energy sources.
There has been enormous demand for electricity, oil gas and
natural resources in the agriculture, industry, service sector alongside
the daily life of people in Bangladesh. According to Ministry of
Finance (2016) currently 76 percent of the total population of the
country has access to electricity (including renewable energy) and,
natural gas has almost met 72 percent of the country's total
commercial use of energy. The share of gas, hydro, coal, import and
oil based energy generation were 68.63 percent, 1.84 percent, 1.62
percent, 7.32 percent and 20.58 percent respectively.
From historical data, it is found that in FY1995-96 maximum
electricity generation was 2,087 MW which has increased to 9,036
MW on 30st June 2016. With increasing industrialization, extensive
urbanization, growing population and rising standard of living demand for electricity has been growing extensively. However, to
what extent consumption of electricity has detrimental effect on the
environment is yet to be measured. In recent years there has been
growing concern regarding this relationship between energy
consumption and environmental awareness and sustainable economic
development.
Consumption of energy depends mostly on the stage of economic
development. This paper attempts to investigate the long-run
relationship between environment degradation (emission of CO2,
responsible for climate change), income, energy consumption and
industrial production index growth in Bangladesh from year 1998 to
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2013. One of the main limitation of this study is the availability of
data beyond the selected time period.

percentage. This study uses Phillips-Perron (PP) test for unit root test.
Followed by Johansen cointegration test. To study the relationship
between the variables this study used VAR model and variance
decomposition of VAR.

2. Research Methods and Data Source
This research adopts a similar technique used by Islam et al.
(2013) and Muhyidin, Saifullah and Fei (2015) to study the
relationship between per capita CO2 emissions (E), per capita gross
domestic product (GDP), per capita energy consumption within the
country (EC) and industrial production index growth (IPI).
Where,
E = f (GDP, EC, IPI)
Et = α0 + α1GDPt + α2ECt + α3IPIt + μt
This study uses data from the year 1998 to 2013 of Bangladesh
economy from the World Bank Data Bank. In this study, all
variables are transformed into log-linear forms except industrial
production index growth (IPI) because IPI data is already in
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The Impact of Workers’ Remittances on Household Consumption in India
: Testing for Consumption Augmentation and Stability
Harridutt Ramcharran**

Abstract
India is the top recipient of workers’ remittance flows; recent data
indicate that the Remittances/GDP ratio has increased from 2.7% in
2000 to 3.36% in 2015. We apply a consumption behavior model,
based on the “permanent income hypothesis”, to estimate the
consumption augmentation and the stability impact for the period of
1989-2014. The independent variables are: (i) real per capita income
(exclusive of remittances) is the measure of “permanent income”, (ii)
remittances is the measure of “transitory income”, and (iii) real
interest rate as the indicator of consumers’ ability for intertemporal
consumption. The economic ramifications are important since current
global risk factors could decrease flows in the future. The results
indicate the significance of all three variables; there are: (i) evidence
of significant consumption augmentation, (ii) consumption responds
higher to remittances than to real income, the remittance elasticity is
0.571 and the income elasticity is 0.31, and (iii) evidence of
pro-cyclical effect. The VAR model indicates some linkages and
causality in the series that result in small response to the shocks.
Policies to increase or stabilize remittance flows and to leverage
remittances for economic development are important.
Keywords: Remittances, Transitory income, Permanent income,
Consumption smoothing, India

1. Introduction
The impact of remittance flows on the economy of recipient
countries continues to stimulate current research. Recent studies,
World Bank (2006) and Adams (2006), are supportive of the
consumption-increasing and poverty- reduction effects of remittances,
these results, however, are based on survey data and the analysis of
descriptive statistics. An issue with such important economic
ramifications requires a more analytical methodology. The World
Bank (2015) examines/discusses ways remittances can help promote
consumption stability.
Of the developing countries, the largest recipients in 2014 are
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India ($71 bil), China ($64 bil), Philippines ($28 bil), and Nigeria
($21 bil). This study, using data from 1989-2014 and an improved
methodology based on applied consumer behavior, empirically
estimates the impact of remittances on consumption in India. The
focus is on consumption augmentation, cyclicality, and smoothing.
The model is specified within the framework of the “permanent
income hypothesis” (PIH), it is justified on the basis of several
studies including Kreuger and Perri (2008). They apply (and test the
validity of) the PIH to analyze consumption behavior using different
measurements of income (transitory and permanent). Our model
includes variables that provide better estimates of the
consumption-augmentation and consumption-smoothing effects. The
independent variables are: (i) real per capita national income
(exclusive of remittances) as the measurement of “permanent income”,
(ii) remittances as “transitory income” and (iii) real interest rate (the
opportunity cost of money). We justify the use of these variables
within the framework of the PIH later in the paper. The interpretation
of the results is as follows: (i) the coefficient of remittances
(transitory income) measures the consumption augmentation effect; (ii)
the correlation between remittances (transitory income) and real per
capita income (permanent income) indicates the cyclical effect; a low
(or negative) correlation is considered counter cyclical and a positive
(or high) correlation pro-cyclical; also a negative correlation is
indicative of the consumption smoothing effect of remittances, and
(iii) the real interest rate indicates the ability of households
(recipients) to make intertemporal substitution in consumption through
savings, and the accumulation of financial and physical assets. We
also estimate the dynamic aspect of the model using VAR and IRF
techniques.
The findings/results have important policy ramifications regarding
the leveraging of remittance flows for the improvement in economic
wellbeing and poverty reduction in India. This is consistent with the
achievement of the Sustainable Development Goals (World Bank,
2015) of eradicating poverty and hunger. In recent years India has
implemented several policies to leverage remittances for social and
economic development, they include: (a) the development of bank
deposits for non-resident Indian (NRI) with competitive interest rate,
(b) the issuance of diaspora bonds with competitive yield, (c)
economic and exchange rate policies to encourage the inflow of
remittances, (d) the lowering of transmitting fees, and (e) other
avenues for investments including start-up or small business and real
estate. The downside risks include: (a) in 2015, remittances decrease
by 2.1% to $68.9 billion, the first decrease in several years, (b) slow
economic growth in USA and Europe (the main remittance-source
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regions) could have a negative impact on remittance flows, (c) the
decrease in the price of oil has decreased flows from the Gulf
country areas, and (d) current immigration policy reform in the
United States and Europe could decrease the number of working
visas available to skilled foreign workers.

ln COMt = a1 + a2 ln INTt + a3 ln REMITt
+ a4 ln RGDIt + µt

(Eq.1)

t = 1989-2014, a2<0; a3>0; a4>0
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Organizational Diagnosis: A Case of Infosys, India
Neeraj Kumari**

Abstract
The study aims to conduct organizational diagnosis at Infosys and
to suggest measures of improvement of the same wherever necessary.
Data was collected with the help of a structured questionnaire.
Respondents were selected with the help of random sampling
technique. The sample size is 19. The employees are not much clear
about their goals and the purpose of the organization. The employees
are not satisfied with the current structure and the division of the
work in the organization, and also with the current reward mechanism
of the organization. However the employees are satisfied with their
leaders and their leadership styles. The employees feel that they share
a good relationship with their peers. The employees of Infosys have
full confidence in the management and they believe that the
management is helping them in their career growth. Some of the
interventions suggested are as follows: Role Analysis Technique can
be used so that the employees get clarity of their goals. As the score
suggests that the employees are not happy with the current structure
and distribution of the work, mentors can be assigned to the
employees who can guide them and can also help the employees to
understand the structure and processes better.
Keywords: Change and development, Motivation, Rewards,
Organizational structure, Infosys, India

1. Introduction
Organization as a system can be changed and developed to achieve
its goals in the best possible way. The goals of an organization
generally are: survival, stability, profitability, growth and service to
society. From one organization to another, the goal or goals may
differ depending upon at what stage of development the organization
is. Organization can achieve its goal if it is able to respond to
changes within the external and internal environment. The external
environment is in terms of forces in the social, political, economic
and cultural factors. Competition from similar organizations, changing
needs of the public, knowledge explosion, rapid growth of technology
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– all constitute threat to organizational effectiveness. Organization has
also to take into cognizance its internal environment which includes
existing structure, technology, needs and expectations of its people
and the changing scenario of labor force.
The ultimate goal of organizational change and development is to
provide a consistent method to follow when change that have
significant impact in the business are required to maintain and
improve the production environment on a daily basis. The approach
helps to identify groups and personnel that must be involved in the
change process as well as their responsibilities. Effective management
helps to define the artifacts to be used and establishes policies on
how change in question is to be implemented. The management also
takes into account, the consideration and essence of effective
communication of the change to the targeted employee working
within the company.
Change happens when an organization changes its overall strategy
with hope that the new approach will help steer the organization up
the ladder of success. Change can also occur when an organization
decides to remove a major section or practice of its business culture
or completely change the nature of its operation. CEOs, Managers
and top leaders in the organization are always at the forefront to
make the necessary efforts to implement successful and significant
changes. Some of these top-level leaders are good at identifying and
implementing changes, while others always try, struggle, face
employee resistance to change and new developments and fail
eventually.
Resistance to change is the only terrible setback why change can
never happen. More often than not, top-level leaders do not make
employees understand the need for change hence the high level of
resistance. Resistance to change can come from almost every
employee, including the most loyal ones in your organization. If they
are not comfortable with the proposed developments and change, they
will definitely resists and there are good reasons why. Most leaders
fail to bring out the essence of change, its importance and its effect
to the general lifeblood of the business hence the resistance from
even the most loyal employee the business may have had for years.
Change and development should be undertaken with the purpose of
improving the whole or part of the organization, not to instill job
insecurities and uncertainties among employees. The main goal should
be to improve the work environment, train employees to adapt to the
new work environment and focus on training them effectively so that
they remain productive in the organization and make the business a
success not only within its surrounding but also around and beyond
its settings. The change and development must be communicated
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beforehand so that employees are aware of the developments that are
schedule to take place, making them ready to prepare for the
transition.
There are five different approached for Managing Organizational
Change and Development. These elements include motivating change,
creating vision, developing political support, managing the transition
and sustaining the momentum. The five elements play the major role
in change and development management within an organization. They
should therefore be observed for successful implementation of change
and new developments.

2. Research Methodology
The research is a descriptive type of research in nature.

2.1 Objectives of the study
• To conduct organizational diagnosis at Infosys.
• To suggest measures of improvement of the same wherever
necessary.

2.2 Data collection
For primary data, a structured questionnaire was drafted based on
the Likert scale for the analysis. For secondary data, various articles,
books and websites were consulted.

2.3 Sampling Technique
The questionnaire was filled by the employees of Infosys who
were selected on the basis of random sampling.

2.4 Sample size
The responses were collected from the senior software engineers of
Infosys. The sample size is 19.
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Triffin Dilemma and International Monetary System:
Evidence from Pooled Mean-Group Estimation
Long-Fei Guan*, Wee-Yeap Lau***

Abstract
This study utilizes the panel data set of four major international
currencies, USD, JPY, EUR and GBP from 1973 to 2013 with
Pooled Mean-Group (PMG) estimator, to re-examine whether Triffin
dilemma still exists through investigating the relationship between the
reserve share, current account balance and real effective exchange
rate. The evidence from the result indicates that Triffin dilemma
exists only in the long run, and shows that in the long-run, current
account balance is proportionate to the increased real effective
exchange rate while varies inversely with the reserve shares. However,
the estimation for the short-run is not significant to prove the
existence of Triffin dilemma. In addition, we investigated the
non-dollar panel sample and found that the international monetary
system still suffers from Triffin dilemma even without the dollar. To
overcome Triffin dilemma, three steps are suggested to be taken and
in the longer time, a supranational currency is used to replace all the
currencies in the world.
Keywords: Triffin Dilemma, International Monetary System, Pooled
Mean Group, Real Effective Exchange Rate, Current
Account Balance

1. Introduction
In the context of cultural pluralism and globalization, the world
has been changing with each passing day and most of the countries,
particularly the developing countries, have been unleashing their
potential to achieve economic prosperity. However, economic
globalization has out-stepped the development of governmental
institutions and rules, especially in the fields of financial and
monetary systems.
The 2008 global financial crisis has raised doubt on the
sustainability of the international monetary system (IMS) as it
exposed the instability of dollar-based international monetary system
where the dollar is used as the major international currency. Indeed,
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with the economic development of the export-oriented emerging
countries for the past few decades, a seemingly unending supply of
dollar asset has been out from the issuing country for the use of
international trade, storage of value, and accounting unit, which has
been resulted in the increasing accumulation of dollar reserve in the
emerging countries. This is also true for other major international
currencies, such as the euro, yen and so on.
In order to hedge the exchange rate risk, the emerging countries
like China, has purchased a huge amount of the U.S. Treasury bills
to build their dollar reserve. This has caused the U.S. domestic cost
of capital cost to be sharply decreased, and therefore the investment
was overheating. Finally, with the existence of irrational investors as
well as financial institutions which set the stage for the 2008-09
Global Financial Crisis. Nevertheless, that is an explanation from the
view point of issuing countries.
To a holding nation, the Federal Reserve and the U.S. government
should be blamed for the current state of affair as they were unable
to stabilize the value of the dollar as to function properly the role of
an international currency. This issue has been raised by a prominent
scholars and central banker. In a press conference prior to G20
London Summit in March 2009, Governor of the People’s Bank of
China, Zhou Xiaochuan has called for a reform of the International
Monetary System by changing the reserve currency from a single
national currency towards an international reserve currency.* He
argued that the current international reserve currency is disconnected
from individual countries. In order for the system to remain stable in
the long run, there is a need to remove the inherent deficiencies
caused by using “credit-based” in its original form: the use of the
dollar to finance growing world trade must lead to an increase in
short-term the U.S. liabilities that at some point undermine the
dollar’s link to gold.
Zhao’s view is also shared by Padoa-Schioppa, the Italian banker
and economist. In his speech on 25 February 2010, he reiterated the
need to reexamine Triffin's criticism of an international monetary
system:
“….The deep causes of this crisis include the dollar policy
and, in a broader sense, the monetary regime that has been
in force in the world for almost 40 years. Like the Bretton
Woods system, it is incapable of imparting an acceptable
macro-economic discipline to the world's economy because,
* China presses G20 reform plans. BBC News, 24 March 2009.
http://news.bbc.co.uk/2/hi/business/7961106.stm Retrieved on 27
January 2017
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being devoid of collectively accepted anchors, it encourages
the persistence of unsustainable dynamics which spawn
increasingly serious crises. Triffin's criticism of an
international monetary system based on an exclusively
national monetary policy is still valid, although today it
demands a broader formulation, capable of taking into
account the exchange rate anarchy and a multiplicity of
influential monetary policies…”*
Both the view of Zhao (2009) and Padoa-Schioppa (2010) have
discussed by McCauley and Schenk (2014) in the BIS Working
Papers on Reforming the international monetary system in the 1970s
and 2000s. In their paper, they explore the idea of a substitution
account that would have allowed central banks to diversify away
from the dollar into the IMF’s Special Drawing Right (SDR),
comprised of US dollar, Deutsche mark, French franc, Japanese yen
and British pound, through transactions conducted off the market.
Dated back to 13th August 1971, the United States President
Richard Nixon introduced a series of economic measures including
unilaterally canceling the direct convertibility of the United States
dollar to gold. This action, which was referred as the Nixon shock,
brought the Bretton Woods system to an end. In fact, the breakdown
of Bretton Wood system was not incidental. Early in the 1960s, there
were a number of economists arguing the Dollar-gold-connected
Bretton Woods system is defective and unsustainable. Particularly,
among of those economists, Triffin** (1960) was the best known for
first highlighting this incompatibility. In his view, there was an
obvious dilemma, having the U.S. dollar perform the role of the
international currency created fundamental conflicts of interest between
domestic and international economic objectives.
On the one hand, the international economy needed dollars for
liquidity purposes and to satisfying the demand for reserve assets. But
this force or at least made it easy, for the U.S. to run consistently
large current account deficits. Triffin also argued that such persistent
deficits would eventually put pressure on the U.S. dollar and lead to
the demise of the Bretton Woods system of international exchange.

* THE GHOST OF BANCOR: THE ECONOMIC CRISIS AND GLOBAL
MONETARY DISORDER by Tommaso Padoa-Schioppa Louvain–la–
Neuve, 25 February 2010.
http://www.notre-europe.eu/media/speech-tps-louvainlaneuve-25.02.201
0.pdf?pdf=ok. Retrieved on 27 January 2017
** Robert Triffin (1912-1993) became famous with his book Gold and
the Dollar Crisis, published in 1960, in which he predicted the end
of Bretton Woods system.

Dated back to nowadays, the era of the Bretton Woods system has
ended for almost half century. It is believed that Triffin and his
argument is renowned as there has been no sound solution to the
dilemma. Just as the Zhou’s statement, the underlying contradiction
by the Triffin Dilemma still remain for countries of which currency
are international. As a result, the country issuing the international
currency must supply the currency to the world in order to facilitate
the world trade and economic growth, and ultimately, the excessive
currency supplied will undermine confidence in its value and then
have an influence on the entire monetary system and even the global
balance.

2. Objective of Study
In this study, we focus on the classical Triffin dilemma and
consider the contradictory relationships between currency supply and
current account balance, and currency value as the theoretical
framework. Firstly, this study aims to investigate whether the
dollar-led international monetary system suffers from Triffin dilemma
or not. Secondly, we aim to investigate the existence of Triffin
dilemma without the dollar in the international monetary system, and
lastly, this study explores an effective path for the perspective
development of the international monetary system based on the
empirical results.
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Technological Challenges of Vietnamese Enterprises in the International Market
Nguyen Anh Tuan*, Nguyen Minh Thanh**, Tran Thi Loc****

Abstract
This research aims to evaluate the current state of technology of
enterprises in Vietnam in comparison with several countries in the
AEC
economic
community,
thereby
to
propose
several
recommendations to Vietnamese enterprises in order able to promote
technology innovation activities, create competitiveness with enterprises
in the region. Qualitative research methods are used through statistics
and comparative descriptions from data collected from various sources:
WEF, World Bank, CIEM, General Statistic Office. The study results
show that Vietnamese enterprises still have many limitations in
technology, originated from their small business scale (capital and
labor), the current research capacity is still low, the funding for this
activity is not high and the accessibility of the capital is still
difficult. According to the Global Competitiveness Index, Vietnam's
science and technology indexes are low compared to other AECdeveloped countries, which shall be a major barrier for Vietnamese
enterprises to have to overcome to be able to create the
competitiveness when entering the global market. From then on, the
authors proposed solutions for two subjects, enterprises and
government, to help Vietnamese enterprises to overcome this barrier.
Keywords: Technological change; Global competitiveness index;
ASEAN economic community; ASEAN; Vietnam

1. Introduction
The enterprises are the subject of the national economy and have
an important role in supplying products, goods and services to meet
the requirements of socio-economic development of a country and
"the standard of living of a country depends on its ability to produce
goods and services" (Phi, 2013). In Vietnam, the role of all economic
sectors has been identified by the Party and State at the XI National
Party Congress: "To develop diversified forms of ownership, economic
sectors, types of enterprises; To protect the legitimate rights and
* First Author and Corresponding Author. University of Economics
and Law, Vietnam National University - Ho Chi Minh City, Vietnam
E-mail: tuanna@uel.edu.vn
** University of Economics and Law, Vietnam National University - Ho
Chi Minh City, Vietnam
*** University of Economics and Law, Vietnam National University - Ho
Chi Minh City, Vietnam

interests of owners of assets under ownership forms and types of
enterprises in the economy."
Over the past 30 years of implementing the reform policy,
Vietnam has joined in regional and international organizations such as
ASEAN, APEC, WTO, AEC, EAEU, EEA and Asia-European
Economic Agreement, and been completing all procedures for
participation in the Trans-Pacific Partnership (TPP) Agreement.
Deepening our engagement with international financial institutions,
countries in the region and the world brings many opportunities and
challenges for us, in which, under the enterprise’s angle, the
increasing of the competitive capacity is very urgent.
Vietnam's enterprises have gone through a period of “the closed
economy" "subsidized by the state" and the playground has now
expanded both in the width and the depth. In the width, it is the
size of the regional market (AEC) with more than 600 million
inhabitants, the average annual GDP is about $2 trillion USD
(Ministry of Foreign Affairs, 2015). In the depth, we have to
compete with a lot of businesses in the region on many different
aspects. In terms of potentials, our businesses are mainly small scale,
lack of financial resources, human resource quality, labor productivity
is still low; the application of technological advances is limited, there
are not many innovative ideas to increase labor productivity and
increase the competitiveness of enterprises in the market; If this
situation is not being improved, Vietnamese enterprises will not be
able to compete with large corporations in the region, which will
make the economy to be dependent on stronger countries such as
Singapore, Malaysia, Thailand, etc.
This is undesirable as we have been deeply integrating into the
regional and global economy. In order to avoid this challenge,
enterprises are required to be aware of and enhance their
competitiveness, in particular to pay a serious attention to the
application of technology innovation in a responsible and responsible
manner.
The study looks at the current state of enterprise development in
Vietnam and assesses the current state of technology, thus providing
a number of recommendations to speed up the process of
technological innovation in Vietnam, to contribute to enhance
competitiveness in the enterprise perspective. The structure of the
study, in addition to the introduction and concluding paragraphs, there
are (1) theoretical basis; (2) technology innovation at the enterprise
level in Vietnam; (3) technological constraints of Vietnam in
correlation with some AEC countries; (4) the causes of technological
limitations of enterprises in Vietnam; (5) conclusions and
recommendations.
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2. Overview of the development of Vietnamese
enterprises
By December 31, 2014, Vietnam has more than 402 thousand
active enterprises, increasing more than 1,4 times in 2010. On
average, this year the number of enterprises increased by 9.5%
(General Statistics Office, 2016). According to the type of enterprises,
there has been a gradual shift towards reducing the share of
state-owned enterprises and increasing the share of non-state and
foreign-invested enterprises (FDI), as shown in the following Figure.

Source: General Statistics Office, Production and business results of
Vietnamese enterprises in the period 2010-2014
<Figure 1> The number and growth rate of Vietnamese enterprises in
the period 2010-2014
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Impact of Value Networks on Business-to-Business Markets
in the Engineering Industry
Arumugam Seetharaman*, Nitin Patwa**, Karthikeyan***, Kirti Khanzode*****

Abstract
This research paper studies the impact of value networks on
Business-to-Business (B2B) markets for the co-creation of value in a
collaborative network between vendors and customers/business partners
in the engineering industry. Value networks between organizations
bring a lot of synergies through integrative efforts to reduce
transaction costs and strengthen inter-organizational relationships as
well as electronic data interchange within the network. This aim is
for effective business processes and transparency in data transmission
to create a global business environment and change the dynamics of
the industry structure. The statistical analysis confirmed that the
co-creation of value in external value networks has a strong influence
on transaction costs, electronic data interchange and industry structure.
The findings and model developed are helpful for vendors and
customers to enhance collaborative value networks in the engineering
industry
Keywords: Co-creation of value, Value networks, Transaction costs,
Customer relationship management, Electronic data
interchange.

1. Introduction
A value network is a set of roles and interactions that can
co-create
value
along
with
internal
teams
or
external
customers/partners to achieve a specific objective. This co-creation of
value with customers or partner firms will enhance business
relationships and the integration of efforts to deliver shared value
with mutual benefits. Parolini (1999) described this integration in a
supply chain network as value nets. Customers have more choices
that set high expectations for the vendor’s deliverables, which leads
to less satisfaction. Management has various strategic options that
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yield less value. The co-creation experience is the basis of value
interaction but this challenges the traditional roles of the firm and
customer.
Business transactions in B2B markets between vendor and customer
are measured in terms of the tangible value of the deliverables agreed
in the purchase contract. Tangible deliverables in business transactions
are the supply of products or service offerings or a combination of
both. Porter (1979) emphasized that increasing competition and
technological advancements in an industry structure is the driving
force for vendors to provide unique value other than common
deliverables in the form of intangible values to the customer.
Kothandaraman and Wilson (2001) observed that a vendor’s intangible
value became the differentiator, creating competitive advantage and
supporting the value proposition to customers. Competitors over a
period follow those vendors offering unique value and alter their
deliverables to make them unattractive. Value is created through the
internal network of roles and departments by the vendor firm in the
traditional way of business exchanges; this is company-centric value
creation. Offering unique value to individual customers is fully
controlled by the firm, which varies the value offering based on the
business volume and relationship with customers.
Value networks in the engineering industry include end users
ultimately using the products and services in their business, customers
that design and construct new industrial projects, original equipment
vendors, distributors and agents representing vendors, sub-suppliers to
vendors and value added resellers. Different network configurations
can coexist in the same overall network in the engineering industry.
A vendor can coordinate directly with the end user for the
replacement and service of products through agents in their sales
territory. A vendor also sells its products to construction companies
through distributors. Corsaro et al. (2012) observed that network
configuration affects value constellation aspects in business networks.
The next section of this paper explains the conceptual research
framework developed to study the impact of value networks in the
engineering industry. Our aim is to explore the influence of major
factors such as transaction costs, customer relationship management
(CRM), electronic data interchange (EDI) and industry structure. This
is followed by the research methodology, namely data analysis using
Smart PLS (partial least squares) and the structural equation
modelling (SEM) of the construct to evaluate the hypotheses. The last
section deals with the findings and implications.
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2. Research Methodology
This research study begins with a literature review from reliable
and renowned journal sources on the concept of value networks. This
literature review offers insights to analyse and identify the key factors
to create the conceptual research framework.. This research study
studies the impact of value networks in B2B markets, specifically the
engineering industry (which is the dependent variable, IVNA). The
major independent variables affecting the value networks in the
engineering industry are identified below:
1.
2.
3.
4.

Transaction costs (Tran Cost)
CRM
EDI
Industry Structure (Ind St)

These independent variables are not direct indicators of the value
network impact analysis and hence they will be called latent variables
in the SEM. The key words of the indicators and latent variables are
linked to the survey questionnaire, which was prepared for the
primary data collection from both customers and vendors in the
engineering industry. The conceptual framework and theory are based
on previous literature and experience with some common sense.
Respondents in focus for this survey are customers from engineering
and construction contractors and industrial equipment vendors.

3. Interaction Research Survey
An exploratory survey was conducted with close workgroups from
both customers and vendors with a preliminary questionnaire related
to the indicators and latent variables of the research model identified
above. A pre-testing survey was conducted for 30 respondents

through interviews over the phone and personal one-to-one discussions
to get the first level of feedback to ensure the strength of the
conceptual research construct and quality of the survey questionnaire.
The responses from the pilot survey were reviewed thoroughly to
assure the survey questionnaire is clearly aligned to get feedback on
the variables for the evaluation of the research model. The survey
questionnaire was revised to use common terminologies for both
customers and vendors in the engineering industry. Some questions
were simplified with clear and short descriptions before the actual
survey was rolled out. The updated survey questionnaire was used to
get final feedback collected through online surveys using Google
forms.
Actual survey data collected from respondents were analysed in the
final stage by using an SEM-based tool. Smart PLS was used to
build, run and validate the structural construct for the statistical data
analysis of the model. The measurement model and structural model
were analysed to validate the quality of the measurement model and
check the constructs of the structural model.

References
Corsaro, D., Ramos, C., Henneberg, S. C., & Naude, P. (2012).
Impact of Network configuration on value constellations in
Business markets-the case of Innovation network. Manchester
Industrial Marketing & Purchasing Research Group. IMP
Conference.
Kothandaraman, P., & Wilson, D. T. (2001). The future of
competition: Value creating networks. Journal of Industrial
Marketing Management. 30(4), 379–389.
Parolini, C. (1999). The value net: A tool for competitive strategy.
Wiley Chicester.
Porter, M. E. (1979). The five competitive forces that shape strategy.

Fei Han / 13TH INTERNATIONAL CONFERENCE 83-86

83

The Improvement and Perfection of Civil Judicial Application System
Fei Han**

Abstract
In the application of civil justice, the opinions of accounting
should establish the basic principles of fairness and neutrality, and
ensure the correct application in civil cases. In addition to sticking to
the basic principles, it should also be used for accounting
qualification, starting mode, Opinions on the application of civil
justice system to improve and perfect. The principle of accounting
appraisal in civil litigation mainly refers to the accounting appraisal
opinion in the application process, combined with its own
characteristics should comply with the guidelines, so as to protect the
role of its evidence to play. In addition to some general principles,
the author believes that the accounting of the views of the application
of civil justice should follow the unique principles:
Keywords: Accounting Appraisal Opinion; Civil Judicial Application;
Perfect

1. The Accounting identification of the establishment
of civil justice principles
The principle of accounting appraisal in civil litigation mainly
refers to the accounting appraisal opinion in the application process,
combined with its own characteristics should comply with the
guidelines, so as to protect the role of its evidence to play. In
addition to some general principles, the author believes that the
accounting of the views of the application of civil justice should
follow the unique principles:

1.1. The principle of impartiality
It can be said that the principle of fairness is the principle that
accounting appraisal opinions should be followed first in application.
If an accounting opinion is unfair, then it loses its eligibility as
evidence. Justice is the soul of forensic accounting. In the process of
the formation of accounting appraisal opinions, we must first follow
the principle of procedural justice, from commission to acceptance,
from inspection to the formation of identification opinions, in strict
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accordance with the procedures prescribed by law; secondly, the
accounting of the provisions of the civil judiciary just.
The reason why the parties apply for judicial accounting
identification, the ultimate goal is to want to pass this identification,
the maximum reduction of the facts of the case in order to safeguard
their own substantive rights. If the content of accounting identification
deviated from the objective facts, biased, not only detrimental to the
interests of the parties, but can not highlight the justice of justice.
Only the accounting appraisal opinion is fair, then its application in
civil litigation can be meaningful.

1.2. Neutral principles
Neutral identification of accounting mainly refers to accounting
activities should be subject to objective truth, not by other people or
organizations to interfere. The neutrality of forensic accounting
requires the identification of institutions to be neutral and identified.
The accreditation body shall require the implementation of the
examination and the separation of the inspection. Only such an
accreditation body may be neutral, otherwise, will be affected by the
interests of the agency itself, the identification of fairness and
scientific will be questioned. Identifying human neutrality is an
important guarantee of justification. Identification of the scientific
requirements of the identification of people in the subjective work
carried out on the specific identification of a scientific attitude, that
is, in the spirit of seeking truth from facts, objectively treat the
inspection items and test results, not doping any personal feelings of
evil or by myself Or the influence of others' prejudice and prejudice.
If the expert does not have a subjective neutral attitude, there is no
way to talk about the scientific nature of the identification. Therefore,
the accounting experts to maintain a neutral, so as to avoid the
subjective factors of interference, so as to make more objective
evaluation of the views.

1.3. Principles of science
Scientificity is one of the characteristics of accounting appraisal.
Scientific principles have the following requirements:
First, the identification of personnel with scientific knowledge,
scientific work attitude;
Second, the accounting appraisal of the client to provide the
identification of materials must be objective and true, because the
false identification of materials must produce false identification.
Identification of material objectivity and authenticity is directly related
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to the final identification of scientific or not;
Again, the identification of activities, identification technology
should also "advancing with the times", if the development of science
and technology under the premise, still stick to the original
identification of the identification of technology must not be
scientific. Therefore, how to maintain the rapid development of
science and technology today to maintain the scientific nature of the
identification of accounting institutions to be relentless pursuit;
Finally, the scientific nature of the identification of the need to
pass the court cross-examination, subject to trial examination
procedures in order to ensure the nature of its scientific nature.

2.2. The right to initiate the accounting qualification

1.4. Principles of efficiency

2.3. Accounting identification of the start mode specification

Judicial accounting is a scientific activity, but it is ultimately for
the litigation activities. Efficiency is one of the goals pursued by
civil action and is the principle to be followed in the application of
accounting appraisal. This is also reflected in the provisions of the
Code of Civil Procedure. Therefore, in the civil litigation application
of accounting appraisal should follow this principle, if a report of the
issuance of opinions need to go through a long time, then it is not
conducive to the proceedings, which in essence also detrimental to
the interests of the parties, So that the effectiveness of accounting
appraisal opinions have been compromised. Therefore, it is necessary
to emphasize the principle of efficiency of the application of
accounting opinions.

First, respect the way the parties negotiate. The civil domain
should pay more attention to the autonomy of the parties, and there
should be no exceptions to the choice of the appraiser. In the way of
accounting identification, the way of consultation should be preferred.
Regulate this way. On the one hand, even if the respect of the
parties to the way of consultation, but also to select the appropriate
qualifications of the parties have the appropriate qualifications; the
other hand, to prevent a party and the judge secretly operation, so
that consultation does not become inevitable, so that one party lost
expression opportunity. In view of the above, the following should be
standardized: the two sides to negotiate, one party put forward some
of the identification agencies, by the other party or by the judge to
provide some of the identification agencies by the parties to choose.
When the above methods can not choose, and then consider the
second way to start, that is, by the court.
Second, regulate the way the judge started by ex officio. In order
to prevent the judge's authority from violating the private rights of
the parties, the conditions for the commencement of the judge's ex
officio should be regulated: if the parties can not reach an agreement,
the court shall actively promote the agreement of the parties without
delaying the proceedings. So that the parties feel the sincere efforts
of the judge, and thus easier to accept the verdict. In the case of the
two sides can not reach an agreement and must be identified, the
court can start ex officio. Second, the court initiative to start. In this
case, the court must be on the identification of the reasons for the
identification, and through the referee documents to be reflected.

2. The Accounting evaluation of the provisions of
the application of civil justice to improve the rules
2.1. Accounting qualification to start the specification
The specification of the accounting qualification start-up conditions,
that is, requires the initiation of accounting identification to be
necessary. Accounting identification is not the norm in the case, only
when the case involves accounting professional issues when resorted
to accounting identification, so the need for accounting identification
of the need for norms. If the expert is on the general experience of
the fact that the views of the issue, on the one hand violated the
power of the facts of the referee, on the other hand also violated the
right of the parties to prove. At this time the accounting appraisal
opinion does not have the meaning of existence. In the model of
civil law system, there is a problem of the separation of the right of
decision and the separation of the parties' right of examination.
Whether the professional question is identified by the subject of the
right to identify the decision, the general factual parties both parties
can participate in the right to the prosecution. Therefore, only in the
absence of identification of the facts can not be identified, the judge
can not be based on their own experience and common sense to
judge the case, the accounting evaluation of the need for the
application of the need. Thus, the need for accounting identification is
whether there is only with the help of professional knowledge to
understand the facts of the case.

In the identification process of our country, the parties do not
have the decision to start the decision. However, in the civil litigation
is mainly related to the private rights of the parties involved in the
issue of private rights but by the public authorities to decide, which
is the civil area of "autonomy" contrary. Therefore, we should learn
from the practice of Anglo-American law system, in the protection of
the court order under the premise of giving the parties to identify the
right to start, more flexible play judicial accounting role in civil
litigation.

3. The Code of accreditation of forensic institutions
and experts
Qualification of the identification of the main body of
identification agencies and experts, including the qualifications of the
dual requirements. The specification of the qualification of the
appraiser mainly includes two aspects: one is the skill and knowledge
that the appraiser himself should have, and the other is the scope of
the identification matter that the appraiser can undertake. The
qualification of the accreditation body mainly refers to the
qualification of the appraisal institution, that is, the place and scope
of the identification. Therefore, the eligibility of the appraiser and the
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accreditation body shall be clearly granted by the legal or
administrative regulations to the qualification of the qualification, that
is, the identification of the appraiser and the scope of the appraisal.
However, as mentioned above, in Western countries, even if it is
included in the list of experts, the court can not rule out the
identification of the appraiser or the identification of institutions,
which is why the Anglo-American countries will have "common
knowledge" Measure the quality of the expert or the accreditation
body by means of the free evidence of the judge. Therefore, in the
normative issue, in addition to the use of legislative means, the judge
needs to be judged on the basis of specific circumstances. Only in
the identification of identification of persons and identification
agencies within the identification of the identification of the
identification of the evidence obtained only evidence of the ability to
identify institutions or experts beyond the registration of the business
scope of the identification, there is no evidence. In addition, the
accounting appraisal made to be strictly in line with the formal
requirements, the identification of people to sign or seal the
identification.

5. Problems in the evidence of accounting

4. The accounting identification of evidence attributes
of the review and evaluation of norms

There is a certain objective relationship between the evidence and
the fact that the case is evidence is the relevance of the evidence.
Any evidence must have this characteristic, otherwise the court should
refuse to adopt on the grounds that the evidence is not relevant.
Accounting identification as evidence of a kind, must also have this
feature, and this link in quantity must reach a certain minimum.
Beyond this minimum, can be considered to have a legal relevance.
However, for the relevance of this minimum how to judge, and can
not be set by the specific provisions of the law. The identification of
the relevance of accounting identification is a "change of the
problem", the need for specific problems specific analysis, can not be
pre-defined in the legislation. Judgment of the relevance of the
identification of accounting opinion is inseparable from the judge's
free evidence.
In terms of the relevance of the evidence to assess the ability of
evidence, the relevance of the main performance in two aspects: First,
the surface of the association, the second is the real relationship. The
surface of the association refers to the identification of the facts from
the facts of the case, in the form and the facts of the case have a
certain relevance, mainly for the identification of the identification
material is indeed derived from the case, which is a manifestation of
evidence of evidence of relevance. Substantive association refers to
the fact that the evidence of identification can extract enough material
and information from the identification material used for the
identification, and on the basis of these materials and information, it
is sufficient to derive some facts relating to the facts of the case.
On the basis of the fact that the type of evidence is not the fact
itself, but the judgment of the empirical knowledge about the facts
and the circumstances, the proof value is, in addition to its own
reliability, it is By interpreting the relationship between evidence or
circumstances and the facts of the case. The validity of the
association between an accounting opinion and a case fact is different
from its authenticity or correctness. The validity of the identification
of evidence is effective through the "bridge" of "evidence" or "case"

As mentioned earlier, the evidence attributes of the accounting
appraisal opinion include evidence and proof. Judicial personnel to
use the process of accounting appraisal of the process is to determine
its ability to evidence on the basis of efforts to find and judge the
identification of accounting evidence of the process. If a dynamic
analysis is made from the chronological and logical order, the
accounting process in the litigation should be: the first step, a
thorough examination of its external form, with the ability to have
evidence, that is scientific In the second step, the contents of the
accounting appraisal opinions contained in the content of the content
to see whether it is relevant, only to prove the facts of the case is
necessary to further study; the third step, the identification of the
accounting opinion really Pseudo-identification, that is, its authenticity,
reliability of the inspection, only by the study that the real and
reliable can be used as evidence. Only in line with the authenticity
and relevance of the identification of opinion, is a proof of
accounting advice. Among them, the authenticity of the
characterization is to determine the quality of the "quality" of the
standard, that is, the real evidence to have a testimony, otherwise the
proof force is zero; correlation is characterized by the test of the
problem of " Standard, that is, the recognition of the fact that the
identification of the facts and the facts of the relationship between
the strength of the strength of the decision to determine the size of
the force. In general, the ability to review the evidence of accounting
accounting is mainly from the scientific and relevance of research,
and review the proof of power should consider the relevance,
reliability and freedom of evidence constraints.

5.1. Accounting identification of scientific norms
The scientific nature of accounting appraisal opinions mainly refers
to the scientific nature of the principle of accounting appraisal. In the
process of studying the accounting appraisal opinions of the two legal
systems, it can be seen that the two legal systems are the important
conditions for judging the evidence ability of accounting evidence by
the scientific principle on which the accounting appraisal is based. In
addition to the scientific principles that form the basis for the
identification of accounting opinions, we should pay attention to some
scientific errors and human factors. Normative scientific principles can
be identified for the accounting of the correct direction, at the same
time, some of the details of error and other relevant factors to
regulate is also necessary.

5.2. The specification of the relevance of accounting
identification
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and "case facts", the validity of its own internal logic, the validity of
science and the validity of causal reasoning Must be its constituent
elements. Accounting opinions as a link between the evidence and the
facts of the case of the "bridge", its own expertise as the connection
point should be uninterrupted or with the identification of the
contents of the coherence of the consistency, so that the views of the
proposed use.

5.3. Evaluation of the reliability of accounting appraisal
opinions
The evaluation of the reliability of accounting appraisal opinions
mainly includes three aspects: one is to identify their own knowledge
and skills to master the degree; the second is based on the reliability
of the scientific principle itself; the third is through the scientific
principles of the conclusions Repeatability. There is a difference in
the reliability of the conclusions drawn from the experience and the
conclusion of the conclusion. Although the experience is transitive, he
embodies the self-existence of the experiential person, but "the
argument that constitutes the scientific explanation must be capable of
empirical Inspection. "These three aspects determine the reliability of
the accounting appraisal. Whether the technical equipment used by the
appraiser is advanced, whether the method is adopted, whether the
operation procedure is standardized and practical, and whether the
technical means are effective and reliable, and whether there is any
contradiction in the procedure of testing and testing in the appraisal
process. In addition, it is necessary to pay attention to the difference
between the positive opinion and the tendency opinion in the
accounting appraisal opinion, and the accounting appraisal opinion
which only put forward the tendency suggestion can not be used
directly as evidence of the finalization.

5.4. Constraints on the evaluation of the free evaluation of
accounting opinions
People's desire for their own safety, derived from the fear of
arbitrary referee. Therefore, for a long time, people look forward to

the use of sound, involving all aspects of society, clear and not
fickle law checks and punish the right of free judgment. The desire
is good, but the law of "no change" can not cope with the
ever-changing life, so the discretionary system does not die as much
as people think, and the judge will not become a "machine" that
knows the law. However, as long as people have long been aware of
the same, although the judge free evaluation of accounting appraisal
opinion has its own rationality and inevitability, but the free
evaluation of the implied subjective factors, the rule of law is
tantamount to a "time bomb" The Out of control of the free evidence
of the harm is self-evident. Free evidence means that we put a case
of justice or not, sustenance in the judge's personal rationality, but no
one can guarantee that the judge is always a rational person, the
judge also has personal feelings and bias. All of which will
inevitably have a variety of effects on the judgment of the evidence,
leading to some kind of subjective, deviation of understanding, and
thus affect the correct understanding of the facts of the case.
Therefore, it is necessary to let people get back to the "sense of
security" and to rationally judge the free evidence of the judge.
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Calculating the most efficient location of logistic distribution centers
for one project in China
Junna Jin*, Baozhong Zhang***

Abstract
A logistic distribution center for a set of products is a warehouse
or other specialized building, often with refrigeration or air
conditioning, which is stocked with products (goods) to be
redistributed to retailers, to wholesalers, or directly to consumers. A
distribution center is a principal part, the order processing element, of
the entire order fulfillment process. Distribution centers are usually
thought of as being demand driven. A distribution center can also be
called a warehouse, a DC, a fulfillment center, a cross-dock facility,
a bulk break center, and a package handling center. The name by
which the distribution center is known is commonly based on the
purpose of the operation. For example, a "retail distribution center"
normally distributes goods to retail stores, an "order fulfillment
center" commonly distributes goods directly to consumers, and a
cross-dock facility stores little or no product but distributes goods to
other destinations.

other destinations.
Distribution centers are the foundation of a supply network, as
they allow a single location to stock a vast number of products.
Some
organizations
operate
both
retail
distribution
and
direct-to-consumer out of a single facility, sharing space, equipment,
labor resources, and inventory as applicable. A typical retail
distribution network operates with centers set up throughout a
commercial market, with each center serving a number of stores.
Large distribution centers for companies such as Wal-Mart serve 50–
125 stores. Suppliers ship truckloads of products to the distribution
center, which stores the product until needed by the retail location
and ships the proper quantity. Since a large retailer might sell tens of
thousands of products from thousands of vendors, it would be
impossibly inefficient to ship each product directly from each vendor
to each store. Many retailers own and run their own distribution
networks, while smaller retailers may outsource this function to
dedicated logistics firms that coordinate the distribution of products
for a number of companies. A distribution center can be co-located at
a logistics center.

Keywords: logistic distribution, retail distribution center, location.

1. Introduction
A logistic distribution center for a set of products is a warehouse
or other specialized building, often with refrigeration or air
conditioning, which is stocked with products (goods) to be
redistributed to retailers, to wholesalers, or directly to consumers. A
distribution center is a principal part, the order processing element, of
the entire order fulfillment process. Distribution centers are usually
thought of as being demand driven. A distribution center can also be
called a warehouse, a DC, a fulfillment center, a cross-dock facility,
a bulk break center, and a package handling center. The name by
which the distribution center is known is commonly based on the
purpose of the operation. For example, a "retail distribution center"
normally distributes goods to retail stores, an "order fulfillment
center" commonly distributes goods directly to consumers, and a
cross-dock facility stores little or no product but distributes goods to
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2. Using the GIS ArcView software to get
geographic location data
Any organization, government or private is in some way or
another strongly linked to the geography in which it operates. A GIS
that has been designed in a proper manner has the capability of
providing quick and easy access to large volumes of data of these
geographical features. The user can access & select information by
area or by theme to merge one data set with another, to analyze
spatial characteristics of data, to search for particular features, to
update quickly and cheaply and asses alternatives. In simpler terms,
GIS allows the user to understand geographic information in an easy
manner without having to go through large volumes of confusing data
that is in tabular form. Visualizing the geography of a particular
location is no doubt easier that trying to analyze raw data.

2.1. Function of GIS
The Functions of GIS describe the steps that have to be taken to
implement a GIS. These steps have to be followed in order to obtain
a systematic and efficient system. The steps involved are:
1. Data Capture: Data used in GIS often come from many sources.
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Data sources are mainly obtained from Manual Digitization and
Scanning of aerial photographs, paper maps, and existing digital data
sets. Remote-sensing satellite imagery and GPS are promising data
input sources for GIS. In this stage Digitization (A conversion
process which converts paper maps into numerical digits that can be
stored in the computer. Digitizing simplifies map data into sets of
points, lines, or cells that can be stored in the GIS computer) is
carried out. There are two basic methods of Digitization : Manual
Digitizing & Scanning.
2. Data Compilation: Following the digitization of map features,
the user completes the compilation phase by relating all spatial
features to their respective attributes, and by cleaning up and
correcting errors introduced as a result of the data conversion process.
The end results of compilation is a set of digital files, each
accurately representing all of the spatial and attribute data of interest
contained on the original map manuscripts. These digital files contain
geographic coordinates for spatial objects (points, lines, polygons, and
cells) that represent mapped features.
3. Data Storage (GIS Data Models): Once the data have been
digitally compiled, digital map files in the GIS are stored on
magnetic or other digital media. Data storage is based on a Generic
Data Model that is used to convert map data into a digital form. The
two most common types of data models are Raster and Vector. Both
types are used to simplify the data shown on a map into a more
basic form that can be easily and efficiently stored in the computer.

2.2. Understanding GIS ArcView software
ArcView is the entry level licensing level of ArcGIS Desktop, a
geographic information system software product produced by Esri. It
is intended by Esri to be the logical migration path from ArcView
3.x.With ArcView GIS software we can: Leverage geographic data to
make better decisions; View and analyze your spatial data in new
ways; Build new geographic data sets quickly and easily; Create
publication-quality maps; Manage all your file, database, and Internet
data resources from a single application; Customize the user interface
around the tasks that you need to accomplish.
ArcView is the most widely used desktop GIS software in the
world because it provides an easy way for everyone to use
geographic data. With a large array of symbols and cartographic
capabilities, you can easily create high-quality maps. The ArcView
software makes data management and editing a painless task that can
be accomplished by anyone in your organization. Virtually any
geographic data provider can make data available in ArcView
software compatible format. Because data can be integrated from
almost any source, projects can get started right away with data that
is available locally or on the internet.
The ArcView software simplifies complex analysis and data
management tasks by allowing you to visually model the task in a
logical work flow. ArcView software is easy to use by nontechnical
users, and advanced users will be able to take advantage of the
sophisticated software tools for advanced cartography, data integration,
and spatial analysis. Developers can customize ArcView software
using industry-standard programming languages. ArcView is an

exceptional stand-alone desktop GIS software as well as one of the
core products in ArcGIS Desktop.

3. The Let us see the project Arcview Map
This project started in august in 2015, is from Hengshui to
Caofeidian in Hebei province in China, the total distance is 459KM.
We can use the GIS ArcView software to help us to confirm the
geographic location data and finish our calculation.

4. The Calculating the logistic distribution centers
for project in China
4.1. Using the location model to abstract every area supply
point
We have already got the general GIS data of the project in the
third part of this chapter. Let us do the calculation of supply points.
The total distance of the project is more than 450 KM, It includes
more than 700 buildings. According to the local administrative area
we certainly divide the whole distance into 47 items. In order to
calculate the most optimized distribution center location we abstract
every item as one supply point. The supply point coordination is
from the calculation of the all buildings located in this item. The
formula as following :
n
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Parameters are as following:
• Stands for the Simplified Coordination of number k area.
• Stands for the coordination of number i building in number k
area.
• Stands for the demand amount of coordination of number i
building in number k area.
Considering the resource we need is a huge amount, so we just
illustrate the steel and cement resource of every supply point need to
help us confirm the distribution center location. The report of the
calculation as following:

4.2. Finding the realistic factory location
Now we can find the accurate location of supply factories which
supply the resource we need in our project and locate the distribution
center for our project. In our project area there are some huge steel
companies, the following map is showing the steel distributed network
in China.
From this distributed network, we can see there are some steel
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factories in our project area could be selected by our project. The
location of them are as following:

4.3. The distribution center location calculation
According to the reality, the project headquarter make the amount
of distribution center scope is from 4 to 14 and budget the
construction investment on each steel center is 3 million Yuan and 5
million Yuan on each cement center. We use the Location Selecting
model to calculate the distribution centers location, the formula as
following:
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Evolutionary Process and Mechanism of
Product Quality Control in Chinese Online Shopping Platform
Bo Li**

Abstract
Firstly, the paper sorts out four-stage evolutionary process of
product quality control in Chinese online shopping platform from
dynamic perspective, and analyzes various product quality control
measures at every stage. Then it constructs the population-competition
dynamic model and makes analog simulation. The simulation results
reveal the internal mechanism of quality control evolution and the
rules of quality control in online shopping platform. The conclusions
help Chinese online shopping platform to take more active attitude to
control the product quality and transfer from after-control to
mid-control and pre-control. Firstly, with no product quality control in
online shopping platform, the honest seller population in online
shopping ecosystem will no longer exists, which will cause the
collapse of online shopping market. Secondly, if the online shopping
platform does not take product quality control in time, the system
will still collapse. Thirdly, if the online shopping platform takes
product quality control in time, it might construct a healthy online
shopping ecosystem with sustainable development.
Keywords: online shopping; e-commerce; quality control; population
dynamics; business ecosystem.

1. The Background and introduce
The product quality control in online shopping can be divided into
two aspects: one is to reduce the uncertainty of product quality, and
the other is to improve product quality (Pavlou, Liang, & Xue, 2006;
Li, 2014). In traditional retail market, consumers can get product
information and form perceptions of product quality through directly
touching. Therefore, the product quality control is mainly completed
by sellers and they will improve the product quality to meet
consumer’s demands. At the same time, stores tries to avoid hidden
information problem and reduce the uncertainty of product quality by
setting seller access, product sampling and other measures. However,
in online shopping situation, consumers are isolated from sellers and
products in physical space, which reinforces the position taken by
online shopping platform in product quality control. At present, in
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China's online shopping market, online shopping platform not only
builds a shopping platform for buyers and sellers, but also undertakes
the function of transferring the transaction information. Specifically, it
transfers the product quality information to consumers through
regulating product information template, establishing online reputation
feedback system, BBS, instant messaging tools and other
communication ways. At the same time, the online shopping platform
draws experience from the mechanisms of traditional retail stores like
setting seller access, product sampling and transfers the information to
consumers after developing these activities remotely. Besides, the
online shopping platform has to control the security and integrity of
product in the logistics process, to ensure that the product can be
safely, completely and reliably delivered to consumer. All the above
mechanisms and measures are adopted by online shopping platform to
reduce the uncertainty of product quality.
With the ecological evolution of China's online shopping market,
the product quality control measures evolves from simple to complex,
from single move to various measures. So how did this evolution
happen? How did its internal mechanism work? What is the rule of
product quality control in online shopping platform? This paper will
comb and explore all these questions one by one.

2. The Related Theories and Literature Review
2.1. The Occurrence Mechanism of Product Quality Problem
in Online Shopping
The occurrence mechanism of product quality problem in online
shopping can be summarized as the following aspects.

2.1.1. Information Asymmetry and Market Uncertainty
In online shopping, there exist a separation between information
and physical product, between goods and selling websites, between
payment and product delivery, and traders are also separated in
physical space (Wheatley, Chiu, & Goldman, 1981). Those features of
online shopping lead to the more serious information asymmetry and
quality uncertainty in which the product quality problems, like fake
and shoddy products or fraudulent trading, are rooted (Akerlof, 1970;
Li & Wen, 2013). In this case, consumers are not able to accurately
assess product quality and they can only use some external and
internal heuristic clues to measure the product quality (Zeithaml,
1988). So there are more fake and shoddy products in online market
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than traditional physical market. Not only China's Taobao, Jingdong
Mall and other online platforms are criticized by consumers, but also
eBay is often criticized for selling fake and shoddy products (Peene,
2010).

2.1.2. The Extended Effect, absence of system and supervision of
traditional physical market
The online and offline two channels increasingly become
interchangeable, symbiotic and even integrated and they gradually play
a synergistic effect. So did the circulation of fake and shoddy
products (Thomas & Sullivan, 2005; Avery et al., 2012). It is born
and developed along with China’s market economy as well as
promoted and magnified by online shopping. There are even some
groups using quality information asymmetry to sacrifice consumer’s
interests to get profit maximization. The counterfeiters used to be
individuals, but now they develop into groups with strict division and
professional supply chain. The post-supervision and legal punishment
from supervision department may become invalid because of the large
amount of counterfeiters or interests (Li & Chen, 2013). As a result,
although there are relevant laws and regulations, the supervision
department still fails to follow the law or conduct supervision, which
leads to more and more fake and shoddy products online.

2.1.3. Consumer’s Shopping Psychology and Behavior
Another important reason for the occurrence of fake and shoddy
products is the demands of consumers. Due to the current economic
level in China, many consumers buy fake and shoddy products with
motives like vanity, social contact, proficient, anti-large enterprise,
practicability, trying new things or having fun (Lu, 2009). Those fake
products still attract consumers for their high price/performance ratio,
although they may already know the truth before. Moreover, online
shopping makes it easy for consumers to buy those fake products,
which also is an important cause of the frequent product quality
problems in online shopping.

3. The Evolutionary Process of Product Quality Control
in Online Shopping Platform
As mentioned before, China's online shopping platform takes online
reputation feedback system, online business alliances, the third party
quality inspection and other measures to conduct product quality
control. These measures has developed from relatively single online
reputation feedback system into a combination of measures with
higher information display technology, various and convenient
communication channels, product quality commitment, product quality
inspection and certification.

3.1. Four Development Stages of China’s Online Shopping
Market
In order to describe the evolutionary process more clearly and
accurately, the paper conducts theoretical analysis on the product

quality control in online shopping platform at each development stage
of China’s online shopping market, according to the life cycle
theories of business ecosystem and e-commerce ecosystem.
In 1993, Moore put forward the concept of business ecosystem
based on ecosystem view and defined it as a kind of dynamic
structural system constituted by communities or groups with a certain
interest, including customers, suppliers, lead producers, those who
provide financing, relevant trade associations, standard bodies, labor
unions, government, public service agencies and other interested
parties (Moore, 1998). E-commerce ecosystem including online
shopping ecosystem is a kind of business ecosystem. It is an organic
ecosystem consists of core trading enterprises, financial service firms,
logistics service enterprises, government and other organizations,
which share resources through Internet platform in forms of alliance
or virtual cooperation (Ji & Li, 2012). Therefore, it also will
experience the evolutionary process of forming, developing, maturing
and declining. Hu et al. (2009) divide the evolutionary process of
China’s e-commerce ecosystem into development, expansion,
coordination and evolution four stages.
According to the above theory, this paper divides the development
of Chinese online shopping market into four stages: market rise,
market expansion, relationship coordination and sustaining evolution.
The product quality control in online shopping platform also evolves
during this evolutionary process (see Figure 1). This paper conducts
theoretical analysis on the evolutionary process of these four stages
and of the product quality control measures in online shopping
market through sorting out the materials from existing literature,
newspapers, online media, and expert interviews

4. The Evolutionary Mechanism of Product Quality
Control in Online Shopping Platform
4.1. Population-competition Dynamic Model
In both natural ecological system and social business system, there
are competition, mutualism and parasitism relationships between
different populations. This paper focuses on the competition
relationship between two populations, that is when two populations
compete for same food or living space, their existence will influence
each other. In online shopping ecological system, the seller population
can divide into honest seller population and dishonest seller
population, among which the honest seller do business honestly, while
the dishonest seller tends to adopt fraud to sell the product with low
quality to buyers. They compete for the limited buyer population. In
some cases, mutation happens between them and they can mutate into
each other.
According to Akerlof’s “Lemon Market” theory, in the market of
information asymmetry, eventually bad money drives out good money,
that is, the honest seller population decreases and the market
collapses. To prevent the market losing efficacy, online shopping
platform adopts and continuously improves the product quality control
measures to stimulate the honest population and punish the dishonest
one. In the following part, this paper establishes population dynamic
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model and takes simulation method to research on the evolutionary
mechanism of product quality control in online shopping platform.
Zeigler has found that high resolution of the model leads to the
increase of influence factors, which tends to make the model be
affected by secondary factors and is bad for grasping the principle
issue. Then the truth of model will also decrease (Zeigler, 2000).
Therefore, in the following quantity-growth models of honest
population and dishonest population, the paper only considers the
effect of the product quality control in online shopping platform on
the mutation and competitiveness of two populations.
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Therefore, the honest seller population increases continuously and
spirally like combined logistic growth system. In the traditional
definition of stability, this process is divergent and unstable. While
seen from the trend of ecological succession, it can be considered as
a directional stability of the development process, to make sure the
system develops healthily and sustainably.
Altogether, the above conclusions help the online shopping
platform to take more active attitude to control the product quality
and transfer from after-control to mid-control and pre-control.
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Research on Development of Emerging Multinational Corporations in China
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Abstract
Multinational Corporations (MNCs) have become very large and
powerful nowadays. Some are worth more than the entire GDP of
many countries. So MNCs can have an enormous effect, for good
and for ill, on the countries they do business. For every industry,
innovation is the root and guarantee for development. As we may
know, there are three kinds of basic innovation strategy, which are
discretionary innovation, imitating innovation and cooperative
innovation. And China should choose the strategy which fits its own
national conditions. In turns of status of Chinese multinational
corporations, the innovation capacity is quite poor compared to other
giant multinational corporations of developed countries. MNCs in
China have made remarkable contributions to Chinese economy,
among which Chinese local enterprises are still at the primary stage
of the development compared to other international brands. Therefore,
they should learn from the experience and find their way to balance
standardization and localization in the era of globalization.
Keywords: multinational corporation, innovation, brand-building.

1. The Background and introduce
Since 1980’s, world famous multinational corporations (MNCs)
have entered in Chinese market, they have brought capital, technology
and advanced management methods through large-scale, systematic
investment in China.
With the deepening of China’s “Reform and Opening-up policies”
as well as the globalization trend, particularly after China’s entering
WTO, Chinese enterprises are more willing to “go abroad” and seek
foreign markets, one successful case of these enterprises would be
Haier Group. They are increasing their overseas assets and overseas
employment at rapid rates, and seeing greater revenue increases from
overseas operations than from their Chinese ones.
Although they have made remarkable contributions to Chinese
economy, they are still at the primary stage of the development and
lack the power to compete with top international brands such as
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Coca Cola and Macdonald’s.
To face the challenge from top-level international corporations,
international strategies including innovation and human resource
strategies are crucial for Chinese multinational corporations to
compete in an international environment.

2. The Development Process
The world economy is at a significant turning point, as market,
policies, and mechanism are all in great changes. Along with the
booming of multinational corporations and integration of different
sectors, highly developed informative system, development of Internet,
globalization, which has been increasingly used during recent decades,
has become an inevitable trend of recent world. According to Mike.
W. Peng in his book <Global Strategic Management>, globalization
refers to close integration of countries and peoples of the world.
Since then the competition between foreign enterprises and
domestic enterprises of China has become more and more
internationally featured.
In such a severe competition, the only way out for Chinese
domestic enterprises is to go with the current of times, which means
that to foster their own international corporations, utilize all the
resources to the extreme, and improve China’s competitive power in
the world.
Being the engine of the growth of world economy, multinational
corporations play an important role not only in the trade areas of
investment and trade, but also in stimulating the revolutions of global
economy, changing the multinational distribution of all the resources
worldwide, strengthening the global labor division systems and
leading to global reforms in the economic circles.
After Chinese Economic Reform (Reform and Opening-up Policy)
was started by Deng Xiaoping, many foreign multinational
corporations started their investments in China. The first and probably
the most efficient strategy they use maybe (JV) joint venture with
local enterprises. the booming period of economic development for
Chinese enterprises was coming in late 1990’s with the forming of a
lot of new Chinese multinational corporations. The direct reasons
would be the gradually saturated Chinese market for some industries
and appreciation of RMB after East Asian Financial Crisis in 1997,
which made Chinese enterprises harder to exist if they only
concentrate on domestic market, “going abroad” and seeking foreign
markets would be their preferred choice. the most representative one
of those “going abroad” enterprises would be Haier Group, holds the
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distinction of being China’s most valuable brand name, and is the
official home appliances sponsor of the 2008 Beijing Olympic Games.
Having been through the “Brand Building”, “Diversification” and
“Internationalization” stages, Haier Group has embarked on its fourth
stage “Global Branding”.
Haier has established a total of 64 trading companies (19 located
overseas), 29 manufacturing plants (24 overseas), 8 design and R&D
centers (5 overseas) and 16 industrial parks (4 overseas). Consistent
with Haier’s position as a global brand, the company employs over
50,000 people around the world.

3. The Future for Chinese multinational corporations
For The every industry, innovation is the root and guarantee for
development.
As we may know, there are three kinds of basic innovation
strategy, which are discretionary innovation, imitating innovation and
cooperative innovation. And China should choose the strategy which
fits its own national conditions. In turns of status of Chinese
multinational corporations, the innovation capacity is quite poor
compared to other giant multinational corporations of developed
countries. Therefore, imitating innovation will be more realistic and
feasible for most Chinese multinational corporations, and it is also a
more effective way for developing countries to shorten the distance
from developed countries. East Asian countries mostly apply imitating
innovation to cut the innovation costs and time. Take South Korea
for example, South Korea has boomed into one of the emerging
industrial countries partly because of famous brands of electronic
products such as Samsung and LG, while at the beginning of its
brand building, imitating innovation has a significant influence on its
technology and design.

4. The Conclusion
The Multinational Corporations (MNCs) have become very large
and powerful nowadays. Some are worth more than the entire GDP
of many countries. So MNCs can have an enormous effect, for good
and for ill, on the countries they do business.
MNCs in China have made remarkable contributions to Chinese
economy, among which Chinese local enterprises are still at the
primary stage of the development compared to other international

brands. Therefore, they should learn from the experience and find
their way to balance standardization and localization in the era of
globalization.
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Study on the Influence of Population Aging on the Economic Development
of Shandong Province
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Abstract
The change of population structure will inevitably have an impact
on social and economic development, especially on the existing
old-age security system and the labor market. This paper analyzed the
economic development situation in Shandong province and the aging
of the population, discussed the mechanism of the impact of
population aging on economic development. By means of econometric
analysis, this paper studied the mutual influence between population
aging and economic growth in Shandong Province, and draw a
conclusion that the aging population has a certain degree of slowing
down effect on regional economic development. The aging of the
population has a profound impact on the development of regional
economy and its impact on regional economic development in the
long run will be more obvious. In essence, population aging is not
the ultimate decisive factor in economic development, but its regional
economic development has a certain deceleration effect.
Keywords: Aging of Population, Economic Growth, Influence.

1. The Introduction
In the twentieth Century 50-70, economists were very concerned
about the rapid growth of the global population. As global population
growth slows down, new problems emerge - the problem of an aging
population. According to the United Nations in 2003 estimates, in the
next 20 years, the global population over the age of 60 will exceed
1 billion, and this figure by 2050 will reach 2 billion, accounting for
22% of the world's total population. The United Nations report in
2005 showed that the population of only 18 countries in the world
had not yet been aging. Most of the elderly population in the world
live in developing countries, and they are not ready to meet the
challenges of an aging population.
China is one of the fastest growing countries in the world. In the
early twenty-first Century, China has entered an aging society, but the
aging development does not match the level of economic
development, and the aging of the population exceeds the speed of
economic development, which has had a significant impact on China's
economy. Many developed countries such as the United States, also
has entered the aging society, but the impact of population aging on
* First Author and Corresponding Author, Prof. of School of Business.
Shandong University of Political Science and Law. China.
E-mail: sunjq@sdupsl.edu.cn

economic development is much smaller. There are three aspects of
the main reasons, first, the aging of the population is relatively slow;
second, the economic foundation of developed countries is abundant,
and the economic structure is more reasonable; third, medical security
system and social security system have been quite perfect. However,
China has just entered the aging society, the level of economic
development is relatively weak, there is no strong economic base and
high-quality economic structure, it can not solve a series of problems
brought about by the aging of the population. Therefore, China's
population aging problem is quite different from that of developed
countries, and the impact of the aging population on China's economy
will be more far-reaching than that of other countries.
Shandong province is one of the provinces with an aging
population in China. As early as 1994, the population aged 60 and
over accounted for 10.37% of the total population, and entered the
"aged society" 6 years earlier than the whole country. At present, the
trend of population aging in Shandong province has become
increasingly serious, and its impact on economic development has
become more and more important. This paper takes Shandong
Province as the object to study the influence of population aging on
economic development. Through the analysis of economic effects of
population aging in Shandong Province, so as to build Shandong
province and population, economic and social development to adapt
to the old age social security system, promote the scientific
development of Shandong province and the province's economic and
cultural construction, to provide theoretical support and policy
recommendations.

2. The literature review
In the 1900, the population aging in western countries began to
occur, and many scholars began to study and analyze the relationship
between the changes in the age composition of the population and
the economic growth. Tumer (1998) showed that aging lead to a
decline in labor supply, in addition, he tallied the OECD data, and
using the MINILINK model of aging in these countries impact on
society were simulated, found that by 2030, the aging lead to the
size of the workforce will cause a decline in each country's economic
growth the rate of decline, which was zero point two five percent in
Japan, one point four percent in America, one percent in Europe.
Fougere and Merette (1999) studied how to integrate the
cumulative mechanism of the two elements of human and material
into the iterative model, They analyzed the impact of the aging of
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the seven countries of economic cooperation and development,
including Canada, France and Italy, on the economic growth. Lindh
and Malmberg (1999) studied how to contain the factors of human
capital of the Solon growth model of population age factors, It also
analyzed the different effects of different age groups on economic
growth in the economic cooperation and Development Organization
from 1950 to 1990 year, Found that the proportion of the total
number of people aged 15-64 years was greater, the faster the
economic growth, while the proportion of people aged 65 and above
was negatively related to economic growth. David, E., Bloom, David
Canning, and, Jaypee, Sevilla (2002) studied that the proportion of
children's total population was greater, the slower the rate of
economic growth; Correspondingly, the proportion of the working
population of young people was directly proportional to the speed of
economic growth. An, and, Jeon (2006) studied the data of 25
members of the economic cooperation and Development Organization
from 1960 to 2000, and found the conclusion that the economic
effect of the population transition is "inverted U type".
Many scholars in China began to pay attention to the impact of
population aging on the economy in the late 1980s Such as Wu
Yuanjin and Xu Qin (1988), they studied that the number of working
age population in China at the beginning of the 21st century was
relatively stable, but the internal structure of the labor force was
rapidly aging, which had three negative effects on the economy: first,
labor productivity With the growth of the population age; secondly,
the aging of the labor force will lead to the conservative and
innovative ability of the labor force, which was not conducive to the
production technology. The labor force aging will lead to the
decrease of the labor force and the decrease of the adaptability,
which was not conducive to the new technological revolution. Their
studies also yielded similar conclusions (Wu Cangping (1999), Tian
Xueyuan (2000), Wang Dewen, Cai Fang and Zhang Xuehui (2004),
Peng Xiujian (2006). On the contrary, some scholars believed that the
aging of the population was conducive to social and economic
development on the grounds that the aging of the population with the
extension of life expectancy, improve the level of health, child care
than the decline in children's dependency ratio faster than the increase
in the elderly dependency ratio, Resulting in the lightest period of
population burden, will save social support costs, was conducive to
economic development and so on.

3. The Research Methodology
This study is primarily a combination of descriptive and empirical
research. The paper first uses the descriptive statistical method to
study the population aging and economic development in Shandong
province. Then, the author analyzes the impact of population aging
on economic development. Finally, the regression analysis model is
used to study the impact of population aging on the economic
development of Shandong Province. According to the actual
development of Shandong Province, some rational development
suggestions are put forward.

3.1. Mechanism of population aging influence on economic
development
Regional economic output and national income are created by
workers from various production sectors. Overall, the increase of the
elderly population, as a non labor population out of economic
activity, will inevitably have some impact on the creation of national
income. On the one hand, the elderly population increases, means that
the proportion of the labor population in the total population decline
in labor productivity under the same conditions, the labor population
accounts for the proportion of the total population is small, the
creation of national income less. Therefore, with the aging of the
population, the proportion of the working population in the total
population will decrease, which will reduce or increase the amount of
gross national income created by labor. On the other hand, the
development of population aging, not only increasing elderly
population and labor age will be aging, which may affect the
improvement of labor productivity. Although there are many factors
affecting labor productivity, scientific and technological progress still
plays a major role. If the progress of science and technology to
overcome the adverse effects of aging labor force, the total national
income will continue to increase, the aging population is a slowdown.
Therefore, comparison of population aging on the ultimate impact on
the regional economic development in the perspective of production
economic negative effect in labor supply and labor productivity of the
positive effect of economy.
The impact of population aging on regional economic development
in the field of consumption is mainly through two ways affect the
total demand of consumption area. The first mode of action is to
reduce the final demand of society from the total amount of economy
by participating in the distribution of national income, and lead to the
reduction of the next round of investment in the regional economy.
The second mode of action is the deepening of the aging population,
which will change the proportion of the components of the total
social demand, that is to say, to change the proportion of
consumption, investment, government purchase and net export between
four parts. In a word, to analyze from the perspective of
consumption, more elderly population participate in the distribution of
national income, will greatly weaken the total demand of other social
groups and the influence of regional economic development in the
next round. But on the other hand, the more income the elderly
receive, the more the consumer will spend, and consumption will
stimulate economic growth. Therefore, the final results of the impact
of population aging on consumption in the field of regional economic
development but also the elderly own consumption economy is the
effect and bring investment and reduce economic negative effects of
other social groups to lower consumption.

3.2. The aging population in Shandong province and
economic development
3.2.1. The aging population in Shandong province
Shandong province has entered an aging society。The total
population of Shandong Province, close to 100 million people,
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accounting for 1/14 of the total population, the number is quite large.
The proportion of the aged population in Shandong is increasing
every year, and the aging population reached 12 million 13 thousand
and 300 people in 2015, the aging population accounted for 12.20%,
more than the aging standard 5 percentage points, the proportion is
quite large, as shown in Table 1. The development of population
aging in Shandong province is very fast, since 1995, the number of
people aged 65 or above in Shandong province and the proportion of
the elderly population has exceeded the same period the average level
of the world, the United Nations standard aging society to achieve a
high degree of aging, and rapid development.
As a result of the influence of the family planning policy, the
proportion of people over the age of 65 in Shandong province is
gradually increasing with the growth of the year, as shown in Table
2. Among them, the proportion of the 0-14 year old group gradually
decreased with the growth of the year, thus changing the age
structure of the population. According to the standard, the elderly
population aged over 65 accounted for 7% of the total population,
which is regarded as the region entered the aging society. China as
early as 2000 had already entered the aging society, from table 2 we
can see that Shandong province has entered the aging society in
1995, Shandong Province, the trend of aging will be more and more
obvious.

3.2.2 The economic development of Shandong Province
Since 1995, Shandong province's GDP and per capital GDP is
growing, as shown in Table 3. From 2003 to 2008, Shandong's
economic growth rate was very fast, probably due to the slow growth
of population aging. After 2012, the economic growth of Shandong
Province is slowing, and the proportion of aging population growth
may be related.Before 2003, Shandong province GDP and per capita
GDP were still at a low level, low growth stage. But after 2003,
GDP and GDP per capita in Shandong province showed another
phenomenon of high growth and high growth rate. From table 3, it is
not difficult to find that Shandong province GDP growth slowdown
and the proportion of aging population growth have a great
relationship with it.
At present, the development of aging and economic development
level in Shandong Province is not a match. The aging of the
population is much faster than the speed of economic development,
and the aging population of Shandong province is in the backward
social economic development, have low per capita income situation.
The per capital GDP is far lower than developed countries entered
the stage of population aging level, and there is no perfect old-age
security system and coping with aging supporting solutions and plans.

4. The Empirical analysis of the impact of population
aging on economic development
4.1. correlation analysis
Through the correlation analysis, we obtained the Kendall and
Spearman correlation coefficient test results of the GDP growth rate
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and the growth rate of the elderly population in Shandong Province,
and the test results are shown in Table 4. We can see from table 4
that the growth rate of GDP in Shandong province has a significant
negative correlation with the growth rate of the elderly population,
the rise or fall of a variable, and the other variable will be
accompanied by decline or rise. The correlation analysis has proved
that changes in the aging population in Shandong province and the
extent of the changes in the level of economic development also
exists some relationship. The following will be a quantitative
description of the relationship between the two through econometric
analysis.
The basic data used in the regression analysis of the economic
impact of the aging population in Shandong are tables 1, 2 and 3,
and the regression results are shown in Table 5.
As shown in Table 5, we can get the coefficient of determination
= 0.777, F statistic is equal to 62.605, the P value was significantly
lower than the significance level 0.05, that has statistical significance
of the model, we obtain the curve fitting equation is as follows. This
model reflects the aging of the population has a significant negative
impact on the economic development of Shandong province.

5. The Conclusions
The aging of the population has a profound impact on the
development of regional economy and its impact on regional
economic development in the long run will be more obvious. In
essence, population aging is not the ultimate decisive factor in
economic development, but its regional economic development has a
certain deceleration effect.
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Research on Financial Quality Evaluation of Listed Companies
in Shandong Province Based on Factor Analysis
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Abstract
The financial quality of listed companies is the concentrated
expression of the management and utilization efficiency of various
resources. It is also the degree that the company's financial effect can
meet the needs of the stakeholders and the quantification of the
company's competitiveness. This paper takes the financial data of 169
listed companies in Shandong Province from 2012 to 2016 as the
research samples, and analyzes the financial quality of the sample by
enterprises from the asset quality, capital quality, earnings quality and
enterprise growth quality factor analysis, evaluates the financial quality
of these companies and points out the important influence factors of
how to improve the financial structure and how to promote the
efficiency of enterprise’s management. It will be helpful to promote
the sustained and healthy development of the listed companies in
Shandong Province.
Keywords: Financial Quality; Asset Quality; Capital Quality;
Earnings Quality; Enterprise Growth Quality

1. Introduction
Shandong Province is a big province in economy in China, it
plays an important role in China's economic development. Since 1993,
Tsingtao Brewery has become the first listed company in Shandong
Province. Until December 31, 2016, the total number of listed
companies in Shandong Province had added to 186, the capital shares
of the listed companies had reached 172.065 billion, and the market
value of listed companies had reached 305.88 Billion. The GDP of
Shandong Province in the national ranking has been in a dominant
position, but the performance of listed companies in Shandong
Province, compared to Guangdong Province, Jiangsu Province,
Zhejiang Province and other economically strong province, still exist
gap, it is necessary to analyze and evaluate the financial quality of
listed companies in Shandong Province.

* First Author and Corresponding Author, Prof. of School of Business.
Shandong University of Political Science and Law. China.
E-mail: wlin@sdupsl.edu.cn

2. The Literature Review
In recent years, the study of financial quality evaluation is on the
rise, and many scholars have done more researches on the financial
quality evaluation from different angles.

2.1. Foreign Research Literature
More foreign scholars’ researches were only about one aspect of
company's financial quality, such as the earnings quality, asset quality
and so on. Ball and Brown (1969) used the correlation between
earnings changes and share price changes to study the company's
earnings quality, which focused on the amount of information of
earnings data. Lev and Thiagajan' (1993) studies showed that the
quality of earnings and its persistence had been a positive correlation,
and the proportion of the main business profits had largely
determined the quality of corporate profits and profitability. David F
Hawkins (1998) analyzed the quality of the company's earnings and
pointed out that the company's earnings quality was mainly
determined by the price-earnings ratio, and found that the two were
positively correlated. Cullinane Kevin and Cullinane Sharon (2015),
had innovatively added non-financial indicators such as environmental
indicators to the financial evaluation system to construct a new
financial evaluation model in the financial assessment of the clean
energy production vessel project.

2.2. Domestic Research Literature
The main representative views of financial quality theory were:
Wang cuichun (2008) argued that the financial quality was the
enterprise financial resources and their using degree. Qian aimin
(2011) argued that financial quality refered to the quality of the
financial consequences through the use of financial resources in
production and business activities.
More researches on the empirical analysis of financial quality were
just from the perspective of industry: Feng Yongye, Yuan Lin (2014),
Tong Jianyuan (2014) evaluated the financial quality from real estate
listed companies and agriculture listed companies respectively. Wang
Qian, Li Meiying (2015), Qiu Yuxing, Cheng Shihua (2015), Fan
Ruixiang and Wang Mengjun (2015) evaluated the financial quality of
listed companies in the pharmaceutical industry, power industry and
construction industry respectively. Liu Min (2016) conducted a
financial quality analysis on China's manufacturing listed companies.
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Through literature review, theoretical basis of the financial quality
were systematically, but the evaluation system and method should be
improved, also the empirical analysis on the financial quality mainly
focused on the evaluation of financial quality of specific industries,
the study was lack of researching its overall value.

3. The Research Design
3.1. Sample Selection and Data Sources
The samples are186 listed companies in Shandong Province listed
on the A- share market in Shenzhen and Shanghai stock exchanges,
excluding missing data samples, and finally remains 169 listed
companies, averaged the financial data of five years from 2012 to
2016 to avoid financial data in the single year affected by
contingency factors. The factor analysis of 169 listed companies in
Shandong province was carried out based on the average value of the
5 years. The data in the study was all from the Wind database.

3.2. Financial Quality Evaluation Index System
On the premise of defining the definition of financial quality, the
evaluation of financial quality is divided into four levels: asset
quality, capital quality, earnings quality, and enterprise growth quality.
Asset quality mainly reflects the financial quality of usefulness or
liquidity; Capital quality mainly reflects the safety of financial quality,
Earnings quality mainly embodies the rationality of financial quality;
Enterprise growth quality mainly reflects the growth of the financial
quality of enterprises. After determining the evaluation level of
financial quality, according to the evaluation level of financial quality,
the specific financial evaluation index is selected and the following
financial quality evaluation index system is established:

4. The Empirical Analysis
4.1. Variable Settings
Set variables in SPSS and carry out factor analysis according to
the above 14 specific financial indicators in the table 2.

4.2. KOM and Bartlett Tests
Firstly, the KMO and the Bartlett Test are used to determine
whether the factor analysis method is suitable for financial quality
evaluation or not. SPSS22. 0 is used to test all the data by KMO
and Bartlett, as shown in Figure 1: KMO value is 0.625, it is larger
than 0.6, SIG value is 0, the operation results are significant, which
shows that factor analysis can be carried out better.

4.3. Extraction of Common Factors
According to <Table 3>, the first 5 common factors contribution

rate are 31.401%, 19.582%, 12.654%, 9.624%, 7.862%, the
cumulative variance contribution rate is 81.122%, it is higher than
80%, and the characteristic value is larger than one, the loss of
information is less. So finally choose the five common factors. It is a
large load for table 4, X8, X9, X10 and X11 to form the first
common factor, these factors are net selling rate, net interest rate of
total assets, net rate of cost, rate of return on stockholders' equity.
These reflect the profitability of the enterprise, so name F1 the
profitability factor; the second common factor in X12, X13 and X14
has a large load ,respectively, operating income growth rate, the
growth rate of total assets and shareholders' equity growth rate, these
factors reflect the growth of financial quality of enterprises, so name
F2 growth factor; the third common factor has a large load in X3
and X4 ,respectively, the liquidity ratio and the quick ratio , these
factors reflect the enterprise short-term capital solvency, so name F3
the short-term capital quality factor; the fourth common factor in X5,
X6 and X7 has a large load, respectively, turnover of total assets,
turnover rate of current assets, turnover rate of fixed assets, liquidity
reflects the financial quality of enterprises, so name F4 asset quality
factor; the fifth common factor in X1 and X2 has a large load,
respectively, asset liability ratio, equity multiplier, these factors reflect
the enterprise's long-term solvency, so name F5 the long-term capital
quality factor.

4.4. Factor Score Calculation
Sum up the linear weighted average from the respective
contribution rate as the weighted numbers, get the comprehensive
score obtained by taking the variance contribution rate of the five
factors as the weights. The calculation formula is:
F = 0.25F1 + 0.22F2 + 0.20F3 + 0.17F4 + 0.15F5
According to the linear combination equation of each factor, the
values of F1, F2, F3, F4 and F5 are calculated, the data of whose
Sample Firms are substituted into the score function of the above
factors, and finally the scores are calculated. The comprehensive
scores of financial quality of 169 listed companies in Shandong are
summarized.
As shown in <Table 5>, the score above zero shows that each
factor quality and each comprehensive quality are good, and the
higher the scores show, the higher the financial quality. The poor
quality of financial score below zero of the enterprises: The lower
the score shows, the worse the financial quality. Financial quality is
general around zero. According to the comprehensive factor score
table, we can get the distribution map as shown in table 6.As shown
in <Table 5> and <Table 6>, the numbers of the listed companies
whose scores above zero are 77, 46% of the listed company's
financial quality is good, there are nine enterprises whose financial
quality are excellent, the highest score is 3.01 from CCS Supply
Chain Management Co, Ltd. Qingdao Topscomm Communication
INC, Qingdao Eastsoft Communication Technology Co, Ltd and
Shandong Sinabioway Biomedicine Co, Ltd. whose scores were 1.66,
1.43 and 1.32, they also have good financial quality .These four
listed company's financial quality score are more than one point, but
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there are only four companies. In addition, 54% of listed companies
scored below 0 points, indicating that more than half of listed
companies’ financial quality is in general or poor. As shown in
<Table 6>, the 9 listed companies’ scores are above 0.6 point, these
companies’ financial quality is excellent; there are 11 listed
companies whose scores are ranged from 0.4 to 0.6, these companies’
financial quality is good; there are 24 listed companies whose scores
are ranged from 0.2 to 0.4, these companies’ financial quality is
secondary; there are 71 listed companies whose scores are ranged
from –0.2 to 0.2, these companies’ financial quality is commonly;
there are 54 listed companies whose scores are below 0 point, these
companies’ financial quality is poor.
In summary, there are few outstanding enterprises of Shandong
listed companies. More than half of the enterprises’ financial quality
is in the intermediate, this proportion is 63%.The Poor proportion of
enterprises’ financial quality is 32%. So the financial quality of
Listed Companies in Shandong province needs improving.

5. The Research Conclusion
Based on the above analysis, the conclusions are as follows:
1. The profitability factor F1 has the biggest impact on the
company's financial quality, the four enterprises of which ranked in
the top ten whose financial quality is also in the top ten in
comprehensive ranking. There are 17 enterprises whose profitability
factor F1 arranged at the latter 20, and their comprehensive ranking
are weak, these companies rank after 147. It can be seen that the
level of profitability has great influence on the comprehensive
financial quality of enterprises. The enterprises with better profitability
tend to have better comprehensive financial ability. The enterprises
with poor profitability tend to have poor comprehensive financial
ability.
2. The short-term capital quality factor F3 on the financial quality
of the company is bigger, F3 ranked in the top ten enterprises have
five enterprises whose comprehensive financial quality also ranked in
the top ten. The enterprises whose short-term capital is better also
have better comprehensive financial quality.
The enterprises whose growth factor F2 ranking in the latter 20
also have poor comprehensive ranking. There are only 4 companies
whose comprehensive ranked before 100, the other 16 companies
ranked after 100. The enterprises with poor development ability tend
to have poor comprehensive financial ability.
Enterprises with better comprehensive financial quality should
continue to improve profitability and capital quality. The enterprises
with poor comprehensive financial quality should pay more attention
to the promotion of the development ability of the enterprise, and
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then enhance the overall financial quality of the enterprise.
In summary, financial quality of Listed Companies in Shandong
province is not very good, 63% of the enterprise financial quality is
in the middle level, but 32% enterprises’ financial quality needs to be
improved. The listed company especially in Shandong occupies an
important position in the national economy, it should enhance the
comprehensive quality of financial company based on the financial
quality factor, strengthen the profit quality, the capital quality and the
development quality, maintain the sustainable development of the
company, improve the market competitiveness of enterprises in
domestic and international.
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Research on the Direction of Economic Development in Shandong
Fengmei Yang**

Abstract
Shandong province and South Korea have close economic
relationship. South Korea is the first major importer of goods and the
second largest foreign direct investment in Shandong Province.
Shandong province is the main trading area and tourist destination of
South Korea. So the economic development of Shandong Province is
of great importance on the foreign trade and economic development
to both. This paper studies the present situation of the industry of
Shandong province and compares it with several developed provinces
in China, to find the characteristics and the future direction of the
economic development of Shandong, which will provide a reference
for future trade between South Korea and Shandong province.
Keywords: Shandong province, Industry status, Future development,
South Korea

2. Present situation of industrial development in
Shandong
Shandong is an important influential economic province in China.
The GDP of Shandong province is about 9% of China and ranks
third for a few years. The GDP in 2015 reached 63002.3 billion
yuan, accounting for 9.14% of China. Scale industrial added value
accounted for 14%, profits accounted for 15% and total retail sales of
social consumer goods accounted for 9.2% of China.
<Table1> The GDP of Shandong
GDP

Unit:100 million yuan

2013

2014

2015

Shandong

54684.3

59426.6

63002.3

China

595244.4

643974

689052.1

Proportion

9.18%

9.23%

9.14%

Source: National Bureau of Statistics of PRC

2.1. Present situation of primary industry in Shandong

1. Introduction
Shandong Province, as a major trading partner of South Korea,
2015 trade volume with South Korea in 2015 reached
$32,247,770,000,* accounting for Shandong province's foreign trade
13.34%, only second to the United States, of which exports to South
Korea is $14,596,560,000 which accounts for 10.13% of total exports,
imports to South Korea is $17,651,210,000 which accounts for
18.07% of total imports of Shandong Province. That means South
Korea is the largest the import country of Shandong province. And
South Korea direct investment in Shandong province is
$2,067,170,000 which accounts for 12.68% of all foreign investment.
South Korea to Shandong Province Tourism number is 1559474,
accounting for 46.43% of all foreign tourists, which is the first large
foreign tourists in Shandong province. At the same time, Shandong,
as a big economic province of China, is different from other
developed provinces in terms of economic development mode and
industrial layout, which has important reference significance for South
Korea's trade and investment to China.

* Shandong University of Political Science and Law, Business School 63,
East Jiefang Road, Jinan, Shandong Province, P.R. China. 250014
+86-531-88599786, yangfm@sdupsl.edu.cn
* All data is from Shandong Provincial Bureau of Statistics.

Primary industry is relatively stable and more than self-sufficient.
The total output value and added value of agriculture rank first in
China in 2015, of which agricultural and fishery are especially
prominent for many years. In the primary industry, agriculture had
the highest output value and forestry had the lowest output value;
fisheries accounted for the highest proportion and forestry accounted
for the lowest; forestry had the highest growth rate and animal
husbandry had the lowest growth rate. In contrast, the growth rate of
forestry and animal husbandry is higher than that of the whole
country, and the growth rate of agriculture and fishery is lower than
that of the whole country.
<Table 2> Primary industry of Shandong
Primary industry

2013

Unit: 100 million yuan
2014

2015

Shandong

4742.6

4798.4

4979.1

China

55329.1

58343.5

60862.1

Proportion

8.57%

8.22%

8.18%

Source: Shandong Provincial Bureau of Statistics

Although agriculture in primary industry has the highest proportion,
but in the past three years the average annual growth rate is only
4.66%, only accounted for78.18% of the national average annual
growth rate. The importance declined in Shandong.
Although forestry industry accounted for the lowest proportion, but
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nearly three years the average annual growth rate of 8.15%, is 1.19
times of the national average annual growth rate. Its importance
continue to strengthen, is becoming potential development direction in
future.

2.2. Present situation of secondary industry in Shandong
The secondary industry is the pillar industry of Shandong. In
2015, the output value of the second industry reached 2948590
million yuan, accounting for 10.45% of the country, higher than the
proportion of GDP in the country. But its average annual growth rate
in the past three years is 3.76%, lower than the national average
growth rate of 0.07 percentage points, indicating that the second
industry is the pillar industry of Shandong Province, but its
development speed lags behind the whole country.
<Table 3> Secondary industry of Shandong
Secondary industry

2013

Unit: 100 million yuan
2014

2015

Shandong

27422.5

28788.1

29485.9

China

261956.1

277571.8

282040.3

Proportion

10.47%

10.37%

10.45%

Source: Shandong Provincial Bureau of Statistics

2.3. Present situation of tertiary industry in Shandong
The tertiary industry developed rapidly in Shandong province in
recent years, the average annual growth rate is 13.36% for nearly
three years, higher than the national growth rate, and in 2016 for the
first time was more than secondary industry and became the highest
value industry in Shandong, which is obviously leading economic
development.
In the tertiary industry, transportation had the highest value and
the wholesale and retail ranked the second; wholesale and retail
accounted for the highest proportion in the country and followed by
the accommodation and catering industry; the finance had the fastest
growth and followed by the accommodation and catering industry.
Unit: 100 million yuan

Tertiary industry

2013

2014

2015

Shandong

22519.2

25840.1

28537.4

China

277959.3

308058.6

346149.7

Proportion

8.10%

8.39%

8.24%

Source: Shandong Provincial Bureau of Statistics

In order to better understand the situation of industrial development
in Shandong Province, we will make a further comparison between
Shandong and Guangdong, Jiangsu, Zhejiang. Judging from the total
economy, Shandong in the past three years has maintained the
position of third, lower than Guangdong and Jiangsu, the total
economy in 2015 accounted for 86.53% of Guangdong and 89% of
Jiangsu. The economic average annual growth rate was 15%, while
Jiangsu is 18% and Guangdong is 17%. So Shandong is lagging
behind of Guangdong and Jiangsu.
Among the four provinces, the first industry in Shandong has
absolute advantage, the secondary industry and the tertiary industry
are not so good, only individual industries have obvious advantages.
<Table 5> GDP of four provinces

Shandong

Unit: 100 million yuan

2013

2014

2015

55230.3

59426.6

63002.3

Jiangsu

59753.4

65088.3

70116.4

Zhejiang

37756.6

40173

42886.5

Guangdong

62474.8

67809.9

72812.6

Source: National Bureau of Statistics of PRC

In industrial products, cloth, crude oil, crude steel, pig iron, steel,
fertilizer, electricity, refrigerators and cement production is of high
quantity, especially the cloth and crude oil ranks first which
accounted for high proportion in the country; although refrigerators
and electricity is not high in proportion, with high growth speed and
developing fast nearly three years in the country; pig iron, crude
steel, steel and cement production has remained stable, ranks first and
keeps high growth speed.

<Table 4> Tertiary industry of Shandong

3. Inter provincial comparison of industrial development

3.1. Provincial comparison of primary industry
The primary industry of Shandong province ranks first in four
provinces, ranking higher than the GDP, with the highest output
value, the GDP of 2015 is 1.25 times of Jiangsu Province, 1.49
times of Guangdong Province and 2.72 times of Zhejiang province.
However, judging from the average annual growth rate, the average
annual growth rate of Shandong is only 4.99%, much lower than
9.76% of Guangdong and 9.37% of Jiangsu, which shows that the
advantage of Shandong's primary industry is gradually decreasing.
<Table 6> Primary industry of four provinces
Shandong

Unit: 100 million yuan

2013

2014

2015

4742.6

4798.4

4979.1

Jiangsu

3646.1

3634.3

3987.9

Zhejiang

1784.6

1779.3

1832.8

Guangdong

3047.5

3166.7

3344.8

Source: National Bureau of Statistics of PRC

Among the four provinces, Shandong ranks first in agriculture, and
its output value is much higher than that of other provinces. In 2015,
the output value was 1.33 times as much as that of Jiangsu province,
exceeding the primary industry output value ratio. But in recent years,
the growth rate has declined, with an average annual growth rate of
9.3%, ranking third, lower than 17.5% of Jiangsu province and 14.3%
of Guangdong province.

3.2. Provincial comparison of secondary industry
The total output value of the secondary industry in Shandong
ranks third in four provinces, the same as GDP, and its total output
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value in 2015 is 90.69% of Guangdong Province. From the growth
rate in the past three years, the average annual growth rate of
Shandong is 7.51%, lower than 10.48% of Guangdong province and
10.13% of Jiangsu Province, indicating that the gap between the
second industry of Shandong province and Guangdong and Jiangsu is
further widening.
In the secondary industry, the construction industry has relative
advantages, the industrial advantage is not obvious, and the
information technology industry is relatively backward.
<Table 7> Secondary industry of four provinces

Shandong

Unit: 100 million yuan

2013

2014

2015

27422.5

28788.1

29485.9

Jiangsu

29094

31057.5

32043.6

Zhejiang

18446.7

19152.7

19707.1

Guangdong

29427.5

31345.8

32511.5

Source: National Bureau of Statistics of PRC

3.3. Provincial comparison of tertiary industry
The tertiary industry in Shandong has developed rapidly in recent
years, and the gap with the first ranking of Guangdong province is
further narrowed. The total output value in 2013 is only 75.85% of
Guangdong Province, while the total output value increased to
77.23% in 2015. From the growth rate in the past three years, the
average annual growth rate has reached 26%, more than 24% of
Guangdong province and 23% of Zhejiang, but less than 29% of
Jiangsu province.
<Table 8> Tertiary industry of four provinces
2013
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the main direction of trade between the two sides. But the
development of animal husbandry in Shandong province is very fast,
which could be the direction of future trade development.
The secondary industry, industrial products in South Korean
exports to Shandong province has been to occupy an important
position, while the industry is the core strength of Shandong
province. In the last three years the average annual growth rate is 0.3
percentage points higher than the national, especially the cloth, crude
oil, crude steel, pig iron, steel, fertilizer, power generation refrigerator
and cement with high yield. Especially as the main export product of
South Korea, refrigerators in recent years in Shandong, develops
rapidly, this will affect the export of Korean products, so we should
consider the development of new trade products. In addition, although
the construction industry in Shandong province ranks low in the
country, but in recent years, the growth rate is fast, this could be
invested in future. Cars and mobile phones should be the vital field
in trade and investment.
The tertiary industry, as the main direction of the investment of
South Korea, the wholesale and retail industry is also one of the
major industries in Shandong Province, should continue to be invested
in future; accommodation and catering industry developed rapidly in
recent years, especially the rapid development of the tourism industry,
South Korea should strengthen investment in these industry; although
transportation and warehousing industry has high output, the pace of
development slows down, should be reduced in trade and investment
and finance in future.
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Unit: 100 million yuan
2014

2015

Shandong

22519.2

25840.1

28537.4

Jiangsu

26421.6

30396.5

34084.8

Zhejiang

17337.2

19221.5

21346.6

Guangdong

29689

33279.8

36956.2

Source: National Bureau of Statistics of PRC

4. Conclusions
Secondary industries are the largest output industries and the most
important industry in Shandong province. The fastest growing industry
is the tertiary industry, and the growth of the primary industry is
weak. No matter considering the overall economic situation, labor
structure and industrial development potential, Shandong province is
in the transition period from industrialization to post industrialization.
Therefore, in the trade between the two sides, we should strengthen
the trade and investment of the secondary industry and the tertiary
industry. As for primary industry with good basis of trade, we should
extend the scale and exploit new products.
The primary industry, agriculture and fisheries, as traditional
advantage of both sides, still occupy the main force of economic
development in Shandong. Agriculture, either the scale or ratio, has
the absolute advantage position, so in the future which should still be
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Is “Globalization” the Main Cause of Wage Inequality?
Xiuling Yin**

Abstract
Trump, the new president of the United States, won the election
victory for the reason of meeting the needs of the poor against
globalization, which shows that anti-globalization is very popular in
the United States. Is "Globalization" the main cause of rising wage
inequality ?There are many theoretical and empirical literature on the
relationship between globalization and wage inequality. This paper
discusses the development of the theory in the past ten years, mainly
discussing the trade model based on matching. Different scholars
assume different scenarios, modify the models and get different
conclusions. Matching can take a variety of forms. Workers can be
matched with firms, with sectors, with managers, or with capital
equipment, and the consequences of trade for wages depend on these
particulars.
Keywords: Globalization, wage inequality, trade.

1. The Matching of workers to firms
First, we need to identify a worker’s ability and the technological
sophistication of firms, in order to study the matching of workers to
firms. The models in the literature use a stronger notion of
complementarity in order to obtain clear portrayals of inequality. They
assume that the natural logarithm of the value of a match exhibits
complementarity, which is also known as log supermodularity. This
implies that a marginal increase in the characteristic of one party
raises the marginal value of the other party’s characteristic
proportionately more than the value of the match.
Suppose, that workers with ability levels between a and b,
measured in appropriate units (e.g. years of schooling) are matched
with firms whose technological sophistication lies between c and d,
also measured in appropriate units. Then workers with higher ability
are matched with more-sophisticated firms. In particular, workers with
ability a are matched with firms whose technological sophistication is
c while workers with ability b are matched with firms whose
technological sophistication is d. In this event more-able workers are
paid higher wages, and the rate at which wages rise with ability

* First Author and Corresponding Author, Prof. of School of Business.
Shandong University of Political Science and Law. China

depends on how strong the complementarity between worker ability
and firm sophistication is in the productivity function. The rate of
wage increase determines in turn wage inequality in this ability range.
Now suppose that due to a change in the economic environment
(e.g. a change in relative product prices because of international
trade), the workers with abilities a to b match with more-sophisticated
firms, so that every worker is now employed by a more-sophisticated
firm. Under the circumstances the relative wage gap between any pair
of workers with different ability levels is now larger than it was
before. For this reason, wage inequality is now higher than it was
before.
This shows that shifts in matching can aggravate or mute wage
inequality. For this reason, globalization can impact inequality through
its influence on the assortative matching of workers with firms.
Jan Eeckhout and Philipp Kircher analyzed sorting and firm size.
They believe that the firm size is an important aspect of a firm’s
productivity. They propose a framework and show how the sorting of
workers into firms interplays with the size of the firm. The firm size
distribution feeds back into the choice of labor inputs and affects the
skill premium, as well as that the input heterogeneity feeds back into
the firm size distribution.
They analyzed how changes in the size distribution affect wage
inequality and the skill premium. In addition, they analyzed the role
of technological change in the presence of both sorting and
endogenous firm size. They find that Quantity-Biased Technological
Change is sizable, and much bigger than what would impute from
merely inspecting the change in the size distribution. Likewise,
Skill-Biased Technological Change is bigger than what already
transpires from observing the skill premium in isolation. They
proposed that the firm size distribution has important implications for
wage inequality.
Sampson (2014) analyzed the role of matching between workers
and firms in shaping wage inequality in a Melitz style economy.
Sampson’s economy generates a wage distribution and this distribution
differs between globalized and non-globalized economies. Unlike the
competitive environments, only labor markets are competitive, while
firms engage in monopolistic competition in product markets. A
firm’s total factor productivity depends on its technology and its
workers’ ability level, and the productivity function exhibits log
supermodularity. As a result, there is positive assortative matching
between firms and workers; better firms—with more-productive
technologies—match with more-able workers. The matching pattern
shapes wage inequality. Inequality of wages within an ability interval
is higher when the workers are matched with more-sophisticated
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(higher productivity) firms.
In a world of symmetric countries with a low fixed export cost,
all firms export, the conclusion is that “at sufficiently high levels of
trade integration wage inequality is always greater over all workers
than in autarky”
When the fixed export cost is not low enough to induce all firms
to export, there is an additional element that drives inequality: now
globalization has more nuanced effects on inequality than in the case
in which all firms export.

2. The Matching of workers to sectors
Costinot and Vogel (2010) developed a variant of the factor
proportions trade model that features multiple types of workers and
multiple sectors, in which markets are competitive and workers are
matched with sectors. They develop tools and techniques to study the
impact of exogenous changes in factor supply and demand on factor
allocation and factor prices in economies with a large number of
goods and factors.
The starting point of their analysis is a Roy-like assignment model
in which a continuum of workers, with different skills, are matched
to a continuum of intermediate goods or tasks, with different skill
intensities.
The productivity of a worker with a specific ability level depends
only on her sector of employment and it does not depend on how
many or what type of other workers are employed in this industry.
In addition, sectors can be ordered by technological sophistication, so
that the natural logarithm of output per worker, which depends on
the worker’s ability and the sector’s sophistication, exhibits
complementarity, that is the productivity function is log supermodular.
There is positive assortative matching: higher-ability workers are
matched with more-sophisticated sectors in every country.
In this type of world, international trade has an unambiguous
effect on wage inequality when the countries differ in factor
endowments in a way that exhibits a clear ranking of relative ability
abundance. In the skill-abundant country trade leads to a reallocation
of labor across sectors so that every worker is employed in a
more-sophisticated industry, and the opposite happens in the
skill-scarce country. when workers are matched with moresophisticated sectors the gap in wages between every higher-ability
and every lower-ability worker rises, leading to more wage inequality.
It follows that trade raises wage inequality in the high-ability
abundant country and lowers wage inequality in the low-ability
abundant country.
Costinot and Vogel’s research shows wage inequality declines at
the lower end of the wage distribution and rises at the upper end of
the wage distribution in the more diverse country, and the opposite
happens in the less diverse country. This illustrates that globalization
does not have to raise or reduce inequality in a country along the
entire wage spectrum; it can impact inequality differently at different
ability intervals.

3. The Matching of workers to managers
Grossman, Helpman and Kircher(2016) studied a two-sector
economy that employs two factors of production: workers and
managers. Factor intensity differs across sectors, so that one sector is
worker intensive and the other is manager intensive. Both workers
and managers are heterogeneous, with varying ability levels. As a
result, there are two types of matches: matches of inputs with sectors
and matches between inputs within sectors. In other words, certain
types of workers and managers are employed in the worker-intensive
sector and the other workers and managers are employed in the
manager-intensive sector. At the same time, within every sector
workers match with managers. To distinguish the matching of inputs
with sectors from the matching of inputs within sectors, the term
sorting is used for the former and the term matching is used for the
latter.
What types of workers and managers are employed in each sector
depends on technological features and product prices. Through product
prices international trade affects the sorting of inputs to sectors and
thereby the matching pattern between workers and managers within
every sector. The matching pattern determines in turn the inequality
of workers’ wages and managers’ earnings.
Matching improves for either workers or managers, in both sectors,
and matching deteriorates in both sectors for the other factor of
production. In short, globalization leads to a negative correlation
between the within-sector inequality of wages and managerial
earnings, and it narrows the earning disparities between sectors.
Antràs, Garicano, and Rossi-Hansberg(2006) also analyzed matching
between workers and managers. In their framework there is a
managerial hierarchy. Every manager has a team of workers.
Every person can handle problems whose upper bound is
determined by her ability, and therefore more-able individuals can
solve all the problems that less-able individuals can solve, and more.
A problem without a solution prevents the worker from contributing
to output. This structure produces a complementarity between the
ability of the worker and the ability of the manager.
In autarky workers match with managers that reside in their own
country, whereas in a globalized world, workers in one country can
match with managers in another country. As a result, globalization
leads to a rematching of workers and managers around the globe, a
form of offshoring, which changes the distribution of income.
Focusing on the absolute difference in wages of the highest- and
lowest-ability workers as a measure of inequality, Antràs, Garicano
and Rossi-Hansberg(2016) show that globalization raises wage
inequality within the group of southern workers. It also raises wage
inequality within the group of northern workers if management
consumes little time and the skill gap between North and South is
large. Otherwise globalization reduces wage inequality among northern
workers. Moreover, globalization reduces earnings inequality among
southern managers but has ambiguous effects on earnings inequality
among northern managers.
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4. The Matching of workers to capital equipment
The Burstein, Morales and Vogel (2016) had a detailed quantitative
study of wage determinants in the U.S. economy, which incorporates
workers with multiple attributes that sort into multiple occupations. In
their analytic framework workers differ by education and gender, and
labor productivity varies across occupations as a function of worker
type and the type of equipment combined with the worker’s labor
input. Computer usage provides an explicit channel through which
technology impacts wage inequality, because the spread of personal
computers was uneven across occupations as well as across workers
with different characteristics within occupations; it was biased toward
more-educated workers. A rapidly falling price of computers
encouraged growth in the adoption of computers in the workplace,
which affected in turn the composition of labor demand and the
structure of wages. On the supply side a rising relative supply of
more-educated workers also affected the composition of employment
and wages.
Burstein, Morales and Vogel found that if the American economy
had no access to international markets for equipment (including
computers), then between 1984 and 2003 the rise in the skill
premium would have been lower by 2.1 percentage points, and if the
U.S. economy could not have traded occupation services the skill
premium would have been lower by 1.3 percentage points. Each of
these estimates represents only a fraction, 13% and 27% respectively,
of the contribution of computers and occupations to the rise in the
skill premium. In other words, international trade had a modest
impact on wage inequality.
Multinational Corporations (MNCs) have become very large and
powerful nowadays. Some are worth more than the entire GDP of
many countries. So MNCs can have an enormous effect, for good
and for ill, on the countries they do business.
MNCs in China have made remarkable contributions to Chinese
economy, among which Chinese local enterprises are still at the
primary stage of the development compared to other international
brands. Therefore, they should learn from the experience and find
their way to balance standardization and localization in the era of
globalization.

5. The Conclusions
Over the past thirty years, the American labor market has
experienced a substantial increase in wage inequality and a
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polarization of employment outcomes. There are several potential
explanations for these findings, including technological change, but
one of the most common and politically contentious explanations
concerns the role of international trade. The literature shows that
globalization impacted the wages of different types of workers to
different degrees, but its role is mild, it should not be blamed for
wage inequality.
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A Research on Mobile E-Commerce Service Quality
on Customer Satisfaction and Repurchase Intention Influence
Fan Zhang**

Abstract
The rapid development of Internet makes electronic commerce
become a new favorite business mode, and the popularity of mobile
network and mobile innovation leads to a new round of business
innovation, i.e., mobile e-commerce. With the largest mobile Internet
users in the world, China has a potentially large customer base in
mobile e-commerce. Mobile e-commerce has preliminarily developed.
TO investigate Mobile e-commerce service quality factors influencing
on customer satisfaction and repurchase intention, this study used
SERVQUAL theory and ECM model as a theoretical foundation.
Based on SERVQUAL theory and ECM model, six critical variables
were examined. This study collected data by a survey method for an
empirical. A total of 340 replies were used for data analysis. While
340 replies were collected from Chinese users of Mobile e-commerce.
The collected data were analyzed by SPSS technique. As results of
SPSS analysis all Of the 7 hypotheses, 4 hypotheses are adopted and
3 are deleted. First, it was proved that most mobile commerce quality
has a significant influence on customer satisfaction. Second, it was
proved that there is a certain moderating effect of mobile familiarity
on the influential relationship between mobile commerce quality and
customer satisfaction.
Keywords: Mobile E-Commerce, Service Quality, Customer
Satisfaction, Repurchase Intention.

1. Introduction
The rapid development of Internet makes electronic commerce
become a new favorite business mode, and the popularity of mobile
network and mobile innovation leads to a new round of business
innovation, i.e., mobile e-commerce. With the largest mobile Internet
users in the world, China has a potentially large customer base in
mobile e-commerce. Mobile e-commerce has preliminarily developed.
However, because of the service quality factors of mobile e-commerce
and the imperfect pattern, consumers are lack of satisfaction in
mobile e-commerce. When using mobile devices for e-commerce
transactions, consumers often use it for small transactions, which
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make the development of mobile electronic commerce is slow.
Therefore, the most important factor in the development of mobile
e-commerce is service quality.
Based on related literature on service quality of mobile
e-commerce, SERVQUAL theory and ECM model as a theoretical
foundation, Combined with the current situation and characteristics of
mobile e-commerce in China, the author divide service quality factors
of mobile e-commerce into six aspects: ease of use, Transaction
processing accuracy, Dependability, Informative, Empathy, Flexibility.
Therefore, this paper is based on research in China under the
environment of e-commerce service quality on customer satisfaction
and affect the purchase intention for the purpose.

2. Literature Review
The expected service quality is the satisfaction degree of customers
to the expected service provided by service enterprises. Customers
usually make subjective evaluation of service quality from the aspects
of reliability, responsiveness, assurance, concern and material. And
then they developed SERVQUAL. Research shows that SERVQUAL
is suitable for measuring the quality of information system service,
and SERVQUAL is also an effective tool for evaluating service
quality and determining the action of improving service quality(Pitt et
al, 1995; DeLone & McLean, 2003; Lee & Kozar, 2005; Liu &
Arnett, 2000).
Expectation Confirmation Theory (ECT) by Oliver (1980) proposed
by the research on the basic theory of customer satisfaction research,
mainly the concept of consumer is to purchase expectations
performance and Perceived Performance is the Confirmation, to
determine whether the product or service satisfaction, and become the
Repurchase Intention reference. Expectation Confirmation Theory
Framework is show in fig.1.

<Figure 1> Expectation-confirmation Theory Model
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Expectation-confirmation Model is originally proposed by
Bhattacherjee (2001). With the research on the sustainable use of
questions, many scholars realized the need to accurately grasp the
continuance after the adoption, it is necessary to study the framework
of user acceptance and other related theoretical breakthrough, so
scholars gradually by using the new theory to the study of
sustainable use of information system, which is widely used is the
Expectation Confirmation model (Expectation-Confirmation Model of
IS Continuance, ECM-ISC).
The ECM has two key drivers of the adoption of perceived
usefulness, confirmation of satisfaction. The relationships between the
variables introduced by ECM framework are show in <Figure 2>

<Figure 2> Expectation-confirmation Model

This helps to propose more reasonable concepts and yield a higher
explanatory power for the customers’ IS continuance intention. This
model includes four aspects("confirmation", "perceived usefulness",
"satisfaction" and "IS continuance intention") and five hypotheses. The
research findings show that these five hypotheses are demonstrative,
proving that this model has a much higher level of explanatory
power for IS continuance.

3. Research Design
3.1. Research model
This study is about the electronic commerce quality on customer
satisfaction and repurchase intention effect, so going through the way
of empirical investigation to confirm the interaction relation between
them. Therefore, a model is shown in the figure below.

The independent variables selected in this research model are the
Ease of use, Transaction processing accuracy, Dependability,
Informative, Empathy, Flexibility of mobile e-commerce service
quality. Subordinate variable is customer satisfaction and Repurchase
intention.

3.2. Research hypothesis
3.2.1. The hypothesis of service quality and customer satisfaction
in mobile e-commerce
Ease of use is an important determinant of the customer's decision
to use the information system(Davis, 1989).
In the quality of service, the transaction processing accuracy of
distribution is a very important factor(Collier, Beinstock, 2006).
Dependability is the ability to provide services accurately and
safely Power(Parasuraman, 1988).
Informative is the relevance, appropriateness, accuracy of
information provided by an information system(Seddon, 1997).
Empathy refers to the individual concern of the service provider to
the user, making it easy and accessible for the user to communicate
with the enterprise(Parasuraman, 1988).
Flexibility refers to the flexible satisfaction of employees to
customer needs from the perspective of consumers, General flexibility
is the response to changing and increasing customer needs(Sethi,
1990).
Hypothesis 1: Ease of use of mobile e-commerce has a direct positive
effect on Customer satisfaction.
Hypothesis 2: Transaction processing accuracy of mobile e-commerce
has a direct positive effect on Customer satisfaction.
Hypothesis 3: Dependability of mobile e-commerce has a direct positive
effect on Customer satisfaction.
Hypothesis 4: Informative of mobile e-commerce has a direct positive
effect on Customer satisfaction.
Hypothesis 5: Empathy of mobile e-commerce has a direct positive
effect on Customer satisfaction.
Hypothesis 6: Flexibility of mobile e-commerce has a direct positive
effect on Customer satisfaction.

3.2.2. The hypothesis between customer satisfaction and repurchase
intention in mobile e-commerce.
After the use of products and services, customer satisfaction plays
an important role in the future consumer actions, especially the
repurchase intention. Consumers who have a negative attitude towards
the product will not only buy it again, but will not recommend it to
others. Studies show that service quality has a good effect on
customer satisfaction, at the same time to re purchase intention,
word-of-mouth intention also bring beneficial effects(Yoon & Kim,
2006). The impact of customer satisfaction on repurchase has been
verified. Therefore, this study proposes the following hypotheses.

<Figure 3> Research mode

<Hypothesis 7> Customer satisfaction has a direct positive effect on
repurchase intention.
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4. Research Method
This study collected data by a survey method for an empirical
analysis. A total of 340 replies were used for data analysis. While
340 replies were collected from Chinese users of Mobile e-commerce.
The collected data were analyzed by using mobile commerce were
used in the actual analysis. Moreover, data analysis processing was
executed by using EXCEL and Smart PLS 2.0 M3. This study also
performed frequency analysis and confirmative factor analysis. After
that, the research model was verified through a structural equation
analysis in order to test the hypothesis of this research.

5. Analysis and Result
5.1. The results of validity and reliability
Cronbach`s Alpha analysis is used to test the reliability of
eachvariable. Some of the items in each variable are deleted. As a
result all variables' Cronbach`s Alpha are more than 0.7. As a result
of the confirmatory factor analysis, we use the factors to do the deep
analysis. Each Alpha of the factors are more than 0.7, thus the
reliability is high. Structured Equation Model (SEM) is used to test
the validity of the research model. The model has a good fitness
(GFI > 0.9, 0.05 < RMSEA <0.06). The results of reliability and
validity are shown. All the factor loadings are more than 0.5. Thus,
the reliability and validity are higher.
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literature and theoretical framework, and contributed to the industry
and academia with the following conclusions.
First, it was proved that most mobile commerce quality has a
significant influence on customer satisfaction. However, it was shown
that 'recentness' did not have a significant impact on customer
satisfaction. This result is somewhat different from the expectation,
considering consumers' high concern about how recent information
about goods and services is, so this result can hardly be accepted as
it is. This is because 'recentness' is a fundament attribute that shall
be guaranteed without any condition for using mobile commerce.
Moreover, with regards to service quality, it was shown that ease of
use does not have a significant influence on customer satisfaction.
Like 'recentness', however, 'ease of use' of mobile commerce is an
indispensable influential factor for mobile commerce usage.
Second, it was proved that there is a certain moderating effect of
mobile familiarity on the influential relationship between mobile
commerce quality and customer satisfaction. Therefore, 'instant
connectivity', 'contextual offers' and 'ease of use' are considered
fundamental factors that should be ensured in order to satisfy
customers. Thus, mobile commerce companies need marketing
strategies that include different quality factors to increase customer
satisfaction through mobile familiarity according to their customers'
use of the mobile device.
Finally, as the mobile commerce industry is very sensitive to
environmental changes, academic research that can be used to cope
with these changes is continuously required. Further studies should be
carried out to overcome limitations that have not been analyzed by
this study.

5.2. Hypotheses Testing
In order to test the research model, AMOS 17.0 is used to do the
path analysis. The research model has good fitness (X2=1,568,
p<0.000, GFI=0.903, AGFI=0.877, RMSEA=0.065). The results are
given in Tables 1 .
Estimate S.E. C.R.

P

Label

Customer satisfaction ←
Ease of use

0.207 0.125 1.649 0.099 H1 *≤0.1

Customer satisfaction ←
Transaction processing accuracy

-0.078

Customer satisfaction ←
Dependability

0.008 0.101 0.082 0.935 H3 Deleted

Customer satisfaction ←
Informative

-0.02

0.04 -1.95 0.051 H2 *≤0.1

0.108 -0.182 0.856 H4 Deleted

Customer satisfaction ← Empathy 0.337 0.095 3.542 *** H5 ***≤0.001
Customer satisfaction ←
Flexibility

0.102 0.073 1.411 0.158 H6 Deleted

Repurchase intention ←
Customer satisfaction

0.837

0.13 6.462 *** H7 ***≤0.001

<Table 1> The results of hypothesis

6. Conclusions
This paper made an empirical study after review of relevant
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The Mechanism of New Retail Format Creation in Japanese Eyeglasses Industry:
The Case of JINS Inc.
Myung-Rae Cho*, Masao Mukoyama***

Abstract
The objective of this study is to clarify the mechanism of retail
format creation from the viewpoint of innovation and competition
targeting the process of JINS Inc. which created a retail format in
Japan. The innovation of JINS is (1) destructive pricing, (2)
simplification of the unclear pricing, (3) the rapidity of making
eyeglasses. Since the existing dominant design is deeply ingrained in
existing major chain stores, it is difficult to respond JINS’s
innovation immediately. JINS defined its original innovation as a
competitive advantage and rapidly established a new format in the
eyeglasses industry.
Keywords: Eyeglasses Industry, Retail Innovator, Retail Format
Creation.

The representative company as a retail innovator that greatly
changed the eyeglasses industry in Japan is JINS Inc. (JINS). In the
eyeglasses industry that was thought as a mature, saturated industry,
JINS, which was originally fashion goods manufacturer, used its
original business model called SPA to realize “destructive low price”
and newly entered the market. For the new entrant, existing major
chain stores fought back immediately with “low price”. However, they
had to admit JINS’s destructive low price. JINS become the top
company in eyeglasses industry in only more than ten years after
newly entered the market. Why do major chain stores that holding a
lot of expertise and management resources of eyeglasses lose the
competition with a newly entered company that from a different
industry? Based on the above, this study aims to clarify how JINS
created a format from the viewpoint of innovation and competition,
and why the status could be established as a new format.

2. Literature Review
1. Introduction
The Japanese eyeglasses industry is now changing more
dynamically than ever. One of them is the shrinking of eyeglass
market size. The tendency of Japanese eyeglasses market size is
continuing shrinkage from about 1990 to the present. Another is the
structural change of distribution system in eyeglasses industry. The
small- and medium-sized eyeglasses retailers and wholesalers continue
decreasing. Also, their functions are changing dramatically. Causes of
such changes include decreases in the purchaser of eyeglasses, the
flow of eyeglasses from production areas in China, and the tendency
toward shrinkage of eyeglasses production area in Sabae, Japan.
However, as one of the most significant influencing factors is the
appearance of retailing innovator. Retailing innovator appeared in
early 1990’s, and led to purchasing/sale innovation and realizing of
destructive pricing. Finally, it brings out severe pricing competition
between the newly appearing retail innovator with low price and
existing major chain stores or traditional independent stores. The
average unit price of eyeglasses goes down rapidly.
* Associate Professor, Faculty of Economics, Kagawa National University,
Takamatsu, Japan.
Tel: +81-87-832-1889, E-mail: chomyungrae@ec.kagawa-u.ac.jp
** Professor, Faculty of Commerce, University of Marketing and
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In retail industry, various format innovations have been developed
until now. For the purpose of predicting and explaining the pattern of
format innovation in the retail industry, there were various discussions
on the theory of retail format development. For example, there are
some representative studies such as the wheel of a retailing
hypothesis by MacNair (1931), vacuum hypothesis by Nielsen (1966),
retail life cycle hypothesis by Hollander (1966), etc. Many existing
studies focus not on what a retail format is but aims to clarify how
new retail format appears, and what the source of competitiveness of
newly appeared retail format is. They insist on three important
characteristics as to the new retail format appearance: they are (1)
new format is created by innovators with innovative management
method in order to respond to environmental change, (2) the new
retailer competes with existing retailers with its innovative format as
a competitive advantage, (3) by established a certain position in retail
business through the competition process, the format is recognized as
a new format in the society.
The existing retail format theory has tried to clarify the mechanism
of a format change from a macro perspective. They tried to
understand the innovation and competition of format with a highly
abstract framework, but less focus on the micro-behavior of retail
companies that are the subjects of format creating. Without analyzing
the behavioral aspects of an individual retail company, it is difficult
to explain the mechanism of a format change in macro level. The
explanation of the mechanism of a format change in macro level
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must be established through the explanation of the process of format
creation by retail companies in micro level.

3. Overview of JINS
The predecessor of JINS Inc. (JINS) is JIN Ltd. that establish in
Maebashi-shi, Gunma prefecture in 1988. At that time, JIN Ltd.
planned and produced aprons, cosmetic pouches, bags and so on.
Since JINS newly entered eyeglasses industry in 2001 and opened the
first shop in Fukuoka, it expanded to 402 stores in 2016.
Furthermore, they started oversea expansion into China in 2010. In
June 2016, they have 80 stores in China and 10 stores in Taiwan.
Since the company founded, the sales increase smoothly, too. It
reached 6.2 billion Japanese yen in 2008 and 46.1 billion Japanese
yen in 2016. They sell 5.2 million eyeglasses a year.
<Table 1> Performance of JINS
Year

2009 2010 2011 2012 2013 2014 2015 2016

Net Sales in JPY
(billion)

7.4

10.6

14.5

22.6

36.5

36.1

40.6

46.1

Number of stores

65

76

121

171

223

330

346

402

Annual number of
units sold (million)

0.8

1.50

2.3

3.5

5.5

5.4

4.9

5.2

Sourcehttps://corp.jins.com/jp/ja/company/history/

4. Conclusion
The innovation of JINS can be summarized into the following
three points: they are (1) destructive pricing, (2) simplification of the
unclear pricing, (3) the rapidity of making eyeglasses. The innovation
as a competitive advantage, JINS established a new format in
eyeglasses industry. The other side, major chain stores with more
expertise and management resources of eyeglasses than JINS cannot
respond to the innovation of JINS. Since the existing dominant
design is deeply ingrained in the organization and rules of
distribution structure that centered on the existing major chain stores,
it is difficult to respond to external innovation, like JINS.
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The Global Innovation of Retail Format in Emerging Countries*
Jung-Yim Baek***

Abstract
This research addresses the question of how a retail format like
convenience store can modify adapting to several differentiated
circumstances in global markets. To this end, we studied the
development of local retailers, the modification of a retail format and
sometimes even the creation of a new retail format through the
global retailers’ localization strategies and the mutual competition
process with local retailers in local markets. This research contributes
to the literature in two ways. First, a theoretical framework is
proposed that can help to develop localization strategies in an
emerging market. Second, it reveals that local retailers can survive in
the competition with global retailers by ascertaining local
circumstances to embed their retail format in different markets from
their home country, while highlighting the role of experiential
knowledge in retailers’ globalization process (Johanson and Vahlne,
1977).
Keywords: Retail format, Local retailers, Experiential knowledge,
CVS, Minimarket.

1. Introduction
The business stages where global retailers play have already been
changed and expanded the Eastern Asian countries into new emerging
countries such as ASEAN countries. The players deploying in global
retailing also are changing and increasing. The first phase of until
before the beginning of 2000s in global retailing had been driven by
some advanced retail companies from American and European
countries. We call them the first generation in global retailing. They
could not avoid competing with the local retail companies and some
local retailers could not help making efforts to improve their own
competitiveness in the mutual competition process. Some local
retailers who survived against competition with the first generation
also had dreams of being global retailers and entering abroad would
be implemented. They are called to the second generation in global
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Research from Japan Society for the Promotion of Science (Project
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retailing. They advanced into more potential markets like the southern
Asian countries and also accelerated the progress of those markets
and local players.
We have to pay attention to behavior of on some local retailers
stimulated by the advanced global retailers. Sometimes the local
retailer will be seriously threatened by the poorer know-how
compared with global retailers, but some local retailers learn new
know-how from the severe competition in order to survive. Through
such an internationalization of business activities of retail companies,
this research is conducted in order to clarify the actual status of
modifications in retail format such as CVS (convenience store).

2. Literatures and Frameworks
For the past decades lots of theorists have assigned accumulation
of experiential knowledge a key role in their explanation of firms’
internationalization (Johanson & Wiedersheim-Paul, 1975; Johanson &
Vahlne, 1977, 1990, 2003; Welch & Wiedersheim-Paul, 1980).
However, according to some researchers(Freemanet et al., 2010), they
suggest that the shared technological knowledge allows rapid transfer
and development of new knowledge, pointing out that Johanson and
Vahlne (1977, 1990, 2003, et al.) s’ experiential knowledge had not
captured the important phenomenon at accelerated international growth
of global firms.
Although challenged by other alleged and revised theories,
experiential knowledge is still cited of firms’ internationalization, and
the importance of experiential knowledge for bigger local (regional)
retail firms from emerging countries who do not need so much
advanced technological knowledge has to be stressed in this research.
The reason is why retail sector is more sensitive to market
circumstances compared to other technology-based industries. In this
sense, our research is based on market specific experience and
operation experience that Johanson and Vahlne (2003) emphasized.
However, the experiential knowledge in this research does not mean
just the diversity of international experience about many foreign
markets, but the depth of understanding about different market
contexts through international experience.
As for the growth process of global retailer and international
transfer process of retail format, a precedent innovator who has
created a retail format go abroad in order to take a new business
chance due to saturation of retail format and maturation of
consumption. The global retailer competes with the local firm who
take an advantage of the capital power and the understanding of the
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local market. The process gets birth of new global retailers and
through that process, the original retail format must be modified and
the new one must be created by continuous adaptation to newly
emerging market.
As shown in the figure, we present an international transfer
process of convenience store. In this research, we try to explore the
transfer of CVS especially from the second stage to the next one.

<Figure1> International transfer of CVS

3. The competition and development of CVS in the
Philippines
The entries of foreign firms are successive centering on BPO
(Business Process Outsourcing) which is operation outsourcing
industry using the human resources who can speak English. A lot of
workers in Filipino branch of BPO are using mainly CVS at night.
That’s why there is a time difference from the U.S. with many
headquarters of BPO in the Philippines. CVSs in the Philippines
employed by Japanese retail firms usually have eat-in corners like
fast food chain stores which they can have a meal at night. There is
severe competition among CVSs only in the downtown of Manila for
a lot of workers of BPO in particular. However, except 7-Eleven of
the Taiwanese capital every Japanese firm with CVS is suffering
from decreasing sales.
The growth of CVS needs the increase of the income level,
urbanization and a change in family figuration. Those changes make
consumer needs occur, and its convenience is much better functioned
when supported by the information technology and logistics system.
However, the low growth rate of the income per person in the
Philippines cannot satisfy the development condition of CVS. Also,
lacking the traffic infrastructure and a traffic jam are taken up to the
other obstacles of it.
Although each firm operating the Japanized CVS put the emphasis
on arrangement of the stores with decreasing sales and stopped
opening its new store, its severe situation would not be recovered so
easily. When the spread of Japanese-style CVS in the Philippines was
not working well, a new retail format, i.e., Minimarket from
Indonesian local firm has filled in that blank of CVS.

4. The blank of CVS filled with Minimarket in the
ASEAN countries
Even if 7-Eleven is overwhelming existence at a CVS market in

the ASEAN countries, it is different in only an Indonesian CVS
market. Minimarket with near 10,000 stores has grown compared to
below 200 stores for 7-Eleven. That format with a small store of
about 100 square meters is developing a private label jointly while
building the cooperative relationship with nearby small-medium sized
suppliers. With making low-price possible, the assortments for
minimarket are enriched in the groceries such as rice and sugar not
being assorted at a usual CVS.
Alfamart and Indomaret are the representative local retail firms
who created Minimarket in Indonesia. In 2014, Alfamart invested 35
% and established a joint venture with SM of the Filipino retail firm,
and who are operating 210 stores at the end of 2016. Alfamart of an
Indonesian retail firm is added to competition of the Filipino CVS
market besides the U.S., Japan and Taiwan.

5. The small-sized wholesale club from Thailand
CP group which opened Siam Macro with Macro from the
Netherlands in t1989 supplied the special favor to its members
composed of small restaurants or small grocery stores. That is to
offer the right to be possible to buy many lines of products of CP
Foods at the complimentary price. In fact, Siam Macro is one of big
core retail businesses in CP group with 7-Eleven.
7-Eleven belonging to CP group can exercise the right for the area
franchising license only within Thailand. It is said CP group is
originating the growth in the world, but they are impossible to realize
their dream going abroad with 7-Eleven’s successful management
know-how. The new retail format which is mixed CVS and MWC,
that is, Freshmart has been developed by CP Foods. It would be
called a small non-member type wholesale club functioning as a
refrigerator in an area with delivery service, while being utilized as a
supplier by small sized retailers.
Freshmart succeeded to build their marketing channel which sell a
private label of CP Foods composed of more than 80% of their
assortments to small restaurants in an area and to expand their supply
chain. Though Freshmart is a small sized store, they are building the
network of more than 700 stores by a stable suppling system and the
initial lower investment cost. Business is applied to a restaurant
around here by a store and it's being delivered.
CP foods succeeded to find a big business chance without
know-how licensing from any other foreign firms, and to expand to
some emerging markets where infrastructure is incomplete or have
similar circumstances such as Turkey, Vietnam and Malaysia.

6. Findings and Conclusion
We need to pay attention to a leading firm of ASEAN which
buys business from the Europe and the U.S. Besides CP group,
Central group which is one of Thai conglomerates bought Big C of
Vietnamese No.1 hypermarket from French Casino group. Indeed, it
must be a case using the huge financing power and quick speed of
making a decision. The ASEAN retail firms accelerated growth within
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the same region, while learning know-how of merchandising
assortments, logistics and marketing through cooperation with
advanced foreign retail firms.
Minimarket is indebted to shift the emphasis on retail business
from traditional trades like wet market and mom and pop store to
modern trades like CVS and hypermarket. In other words, the
appearance and growth of minimarket is positioned as the transition
period in the ASEAN markets when the traditional trade deteriorates
while the modern trade is extended. It seems that Alfamart as a
major firm operating minimarket with the high profitability expects a
shift to the Japanese-style CVS as a global standard. That is why the
second retailer tries to prepare for competition with the largest
Indomaret as a pioneer of that retail format by uniting with the
Japanese CVS’s firm, Lawson.
We provided new understanding of the importance of experiential
knowledge for local (regional) retail firms from emerging countries.
When expanding a target into a lower class (Bottom/Base of the
Pyramid) as well as a medium class of ASEAN countries, the
experiential knowledge would be more important. Even if minimarket
is a new retail format occurred during the transition period, as a
result of learning the market specific knowledge on the ASEAN
countries, it must be a disruptive innovation (Christensen, 1997) made
in Indonesia and spread to the ASEAN countries. We can say to
come to shift to the Japanese-style convenience store in near future,
if only problems on income and infrastructure as mentioned are
improved.
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A Study on O2O Lotte based Omni Channel
Lohith Sekhar Potluri*, Dongjin Shin***

Abstract
Lotte omni shopping is online and off-line (O2O) shopping service
to enjoy Lotte's benefit pleasantly and conveniently. Lotte has
advantage for consumers to select convenient ways through various
kinds of distributors and to enjoy quickly in various ways. Mobile
device has advantages of mobility and instance to let consumers
retrieve information at purchase of products, pay and share
information after buying. With mobile devices, customers think of
'where to buy' rather than 'what to buy' to develop 'smart consumer'.
Lotte omni shopping case study has shown that O20 service can be
used at neighboring place: The study thought of discovery of new
type of ten years later business when consumers were interested in
040 service.
Keywords: O2O, Lotte, Omni Channel.

1. Lotte Omni Case Study
Omni shopping can meet quick change of trends of distribution
environment to be used by Lotte Department Store, Lotte.com, Lotte
Home Shopping, Lotte Mart, Lotte Hi Mart and Seven Eleven and
others. Lotte Omni Shopping's service includes smart pick service,
L.pay service and L.pot service.
At ordering through Lotte.com, smart pick service allows
consumers to be given order on same day before 4 o'clock and to
pick up at 4,700 Lotte affiliates such as Seven Eleven and Hi Mart
when vacant at home and unsuitable keeping place. The service
allows consumers not to wait for delivery and to be given order at
their life radius. Consumers can be given Lotte's return at Seven
Eleven shop by using mobile app's exchange ticket to get rid of
consumer's difficulty. Home appliance has smart quick service to be
delivered quickly. Home appliance may make consumers feel boring
when waiting. Consumer at Seoul can be given order within 2 hours
by using smart quick service. L.pay service is Lotte Group's
integrated service. L.pay service has been combined with all kinds of
payment ways to pay with mobile device without credit card and/or
cash. After installing L.pay app onto your smart phone, the service
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registers payment terms and L. point membership to pay by entering
6-digit password at online and offline member store. The service
combines payment card with membership card to pay one time and
to avoid difficulty of giving a few cards one time.
Lotte omni shopping's special service allows a customer to be
given shopping products together with rent of the car.

2. Problems of Lotte Omni Shopping
Four conditions for success of omni channel prior to discovery of
Lotte Omni problems are:
First, special service: Channels shall be differentiated from existing
service not to combine and integrate with channels.
Second, analysis on big data: Give consumer's customized service
based on consumer's consumption pattern such as consumption
behavior and habit.
Third, use of offline advantage: Make use of technology
maximizing customer's experience and commitment to strengthen
retrieval of shop and buying convenience.
Fourth, linkage with online and offline buying information and
support for various kinds of payment: Ordering with same price as
online and offline price and discount benefit.

3. Problems of Lotte Omni Shopping
Use of advantages of offline : Maximize customer's experience and
commitment to investigate shops and to strengthen buying
convenience. Make use of offline advantages, for instance, examples
of the companies:

3.1. Ikea 'First look magazine' case
Ikea, the largest furniture manufacturer in the world, supplies
North European style furniture at inexpensive price to enjoy good
quality and reputation in Korean market. After producing 3D of
photograph at user's living room and/or kitchen, Ikea First Look takes
picture of furniture at Ikea shop by using smart phone and/or smart
pad camera to put the furniture virtually and to compare actual size
of house space with the furniture. You can be given recommendation
of another furniture considering home atmosphere and colors. Ikea's
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concerned person said, "AR app allows placement at home to
recommend furniture in good harmony with Ikea furniture's another
color and to strengthen consumer's buying experience.

3.2. 'e-tailor' case of O2O size order service
LF mall's e-tailor allows customers to verify online shopping's
convenience and actual things by eyes and to be O2O size order
service. LF mall planned O2O size order service online for the first
time to improve men's suit remarkably and to give customized suit to
the customer by clicking. You can apply to 'e-tailor' service by
entering your name and contact point at LF mall's mobile app, and
tailor shall reserve place and time not later than 3 days. LF mall has
remodeled super large size van to let customer have convenient place.
A tailor may give consulting service to recommend optimum brand
and patterns in accordance with customer's buying purpose and
preferred style and to give customers various kinds of brand products
ranging from customer's own place to classic and/or contemporary
(ChosonBiz.2017).

4. Summary
Change of customers' buying environment needs to investigate and
to find out 'How to sell?". These days, mobile device has become
popular to let customers think of 'Where and how to buy?' rather
than 'What to buy?' and to expand buying of good quality product at
reasonable price. Lotte Omni Shopping can combine online shopping
and offline shopping to satisfy customers' needs. Lotte Omni shopping
gives special service to analyze big data and to give customers good
service and to link online and offline buying information and to
support various kinds of payment and to be short of strengthening of
shop retrieval and buying convenience by using customer's experience
and commitment. This study has suggested two kinds of services of
Lotte Omni Shopping to satisfy the service: First, Lotte VR app
service with motive of Ikea First Look Magazine VR app to let
customers clothes easily and effectively. Second, Lotte Omni Car with
motive of 'e-tailor car' keeps freshness of the food to deliver fresh
food to customers. Lotte Omni Shopping service shall be added to
satisfy all of four conditions for success of omni channel.
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E-tailing: Korea and Japan
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Abstract
The purpose of this paper is to identify and examine possible yet
practical reasons for lack of successful e-tailers in Korea and Japan
by exploring and analyzing some of the existing researches in
e-commerce. This is an analytical case study that examines the
existing scholarly articles in e-tailing in response to the fact that no
e-tailing companies from Korea or Japan are included in the top 50
e-tailers of the world when Korea and Japan, especially Korea, are
generally identified as two of the world’s most technologically
advanced countries and advanced in retail industries. The existing
scholarly research articles are limited in explaining the relationship
between technology of advanced nations and successful e-tailing
companies, and it is difficult to link existing e-tailing research to
identify and explain possible reasons for not having successful
e-tailers in Korea or Japan. However, some researches explain the
relationship between customers’ perceived e-tailing service quality and
e-tailing technology. Despite limited number of e-tailing researches
and their topics, some of the existing researches and their results
could be used as practical variables to identify and explain possible
reasons for not having successful e-tailers in Korea or Japan.
Therefore, practical approach rather than scholarly approach to
examine this phenomenon would benefit both scholars and
practitioners in e-tailing.
Keywords: E-tailing, Korea, Japan.

1. Introduction
In recent years, electronic commerce (e-commerce), online or
electronic retail (e-tail or e-tailing), or online or electronic business
(e-business) has been the major topic of retail and business industry
throughout the world. Technological advancements, especially
technology associated with internet, helped the recent rapid growth
and expansion of e-commerce and e-tail industries. Furthermore, the
trend of rapid growth and expansion of e-commerce and e-tail was
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anticipated and predicted by scholars and industry practitioners.
In the five-year period of 2010 to 2015, 34 retail companies were
identified as among the 50 fastest growing companies in the world,
and their composite revenue growth was almost 26% which is five
times more than those of top 250 world retailers. China, Russia, and
the United States have high number of top 50 fastest growing
companies, and two retail companies from South Korea (hereafter
“Korea”), BGF retail Co., Ltd. (#36) and GS Retail Co., Ltd. (#45),
along with four from Japan are included in this list. The e-commerce
sales help to drive the total and average revenue of top 250 world
retailers, with e-commerce accounting for 8.7 percent of the combined
revenue of the top 250 retailers. Only 31 retailers of the listed 250
world retailers do not have transactional websites as of 2015. Most
of the world’s 50 largest e-tailers are made of the top 250 world
retailers, and the United States has the vast majority of the top 50
e-tailers, a total of 26, with 19 in Europe, 4 in China, and 1 in
Brazil. The top ten e-tailers in the world in terms of both pure and
multiple channel retailers are Amazon, JD.Com Inc., Apple, Wal-Mart,
Suning Commerce Group Co., Ltd., Otto, Tesco, VIP shop Holdings
Ltd., Liberty Interactive Corporation, and Macy’s (Deloitte, 2017).
This report (Deloitte, 2017) also suggests that the growth trend in
e-tailers will continue, and this trend and the declining retail
productivity of brick and mortar retailers have forced reevaluation and
re-strategizing of expansion and growth. For instance, “both Lowe’s
and Target see opportunity in urban areas with smaller, more flexible
format stores whose size and assortment will be customized according
to the demographics of the neighborhood. Target’s new stores are
typically much smaller than its average store size, and the retailer is
planning hundreds of smaller stores, with 30 already operating as of
mid-November 2016 (p.35)”.
Although Korea and Japan are generally identified as the world’s
most technologically advanced countries and advanced in retail
industries, no e-tail company from these two countries are included in
the world top 50 e-tailers. The purpose of this paper is to identify
and examine possible yet practical reasons for not having successful
e-tailers in Korea or Japan by exploring and analyzing some of the
existing researches in e-commerce.

2. E-Commerce
According to Wienclaw (2017), “E-commerce is the process of
conducting business online through sales transactions and information,
and online retailing, electronic markets, and online auctions are a
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number of e-commerce applications” (p.1). Landon and Traver (2014)
categorizes the types of e-commerce, business to consumers (B2C),
Business to business (B2B), and consumer to consumer (C2C). B2C
in e-commerce represents e-tailors and their functions, a business sells
products or services to end-user customers through internet or other
electronic channels, B2B in e-commerce refers to online or electronic
commercial transactions between companies including manufacturer,
wholesaler, and retailer, and C2C in e-commerce refers to online or
electronic commercial transactions between people. Amazon (B2C),
Alibaba (B2B), and eBay (C2C) are good examples of different types
of e-commerce. The development of retail e-commerce (e-tail) today
is directly associated with the evolution of technology including the
internet.
Moagar-Poladian, Dumitrescu, and Tanase (2016) identify some of
the advantages of e-tailing as time saving, direct access to many
online shopping stores, stores never close, no need to stand on
checkout line, availability of better and more information on goods,
personalized and customized order, and tracking orders and the
disadvantages or problems as products that are not suitable for selling
online, problems with delivery and payments, online security and
customer data protection, taxes and fees, and cost of the data plan.
Wienclaw (2017) suggests that no geographic boundaries to reach
consumers, no need to have physical store or inventory warehouse
locations, and faster order processing and transaction are some of the
benefits of e-commerce. Moagar-Poladian, Dumitrescu, and Tanase
(2016) indicate that Asia-Pacific region, especially China, will
continue to surpass both Europe and North America in the e-tail
sales.

3. Researches in E-tailing
Hofacker (2008) argues that there are very limited research and
literature subjects on e-commerce or e-tailing and that the general
concepts and theories that are used to examine and analyze the issues
and phenomenon in e-commerce are borrowed from the retailing
scholars and their research outcomes. Many researches in e-tail are
associated with the quality of service including website quality or
service in terms of ease-of use or user-friendliness (see Bauer et al.,
2006; Davis, 1989; Vankatesh & Agarwal, 2005). The store operation,
including ordering and transaction, and inventory, including packing
and shipping services, are different from traditional retailing operations
and Rabinovich (2004) and Cao and Zhao (2004) explored and
measured the e-tail operations and inventory questions.
Researches in e-tail store atmosphere (Williams & Dargel, 2004)
and a menu cost and pricing (Terui & Dahana, 2006) show how
online retailers focus on symbolic and nonverbal store atmosphere and
how the online menu cost greatly affect both customized and
dynamic pricing strategies. Some of these researches are scholastic
and well-designed e-tailing research topics, and the results and
theories are relevant to e-tailing. However, e-tailing researches that
rely heavily on retail theories and concepts, “… have led to blinders
in terms of what sorts of phenomena or theoretical approaches should
be investigated and used in e-tailing” (Hofacker, 2008). E-tailing

service reliability research conducted by Xifei and Jin (2015)
identified and measured the five dimensions of e-tailing service
reliability - product conformance, distribution, information, customer
service, and web technology reliability. The results indicate product
conformance was the most significant e-tailing service reliability
because online customers do not have access to physical products to
touch and feel the products; therefore, they rely heavily on product
information and its accuracy. Promptly and appropriately handling
customer service has positive effect on overall service reliability on
e-tailing, and accurate and reliable information is another important
factor of e-tailing reliability. Both distribution and technology have
minor effects on perceived e-tailing service reliability because
customers generally associate these reliabilities with either logistic
providers or glitches on technology rather than e-tailing.

4. Conclusions
It is difficult to link these e-tailing researches to identify and
explain possible reasons for not having successful e-tailers in Korea
or Japan. However, despite limited numbers of e-tailing researches
and their topics, some of these existing researches and their results
could be used as practical variables to identify and explain possible
reasons for not having successful e-tailers in Korea or Japan.
Therefore, practical approach rather than scholarly approach to
examine this phenomenon would benefit both scholars and
practitioners in e-tailing.
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Study on Mobile Terminal Distribution Act: Effects of Subsidy Regulations*
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Abstract
This paper analyzes the effect of the handset subsidy and the
Mobile Number Portability subscriber subsidy regulation, which are
the main regulation adopted in “Law on the Improvement of the
Mobile Terminal Distribution System” (Mobile Terminal Distribution
Act), on the social surplus, the consumer surplus and profits of
telecommunications carriers. We focus our analysis on whether the
service charge competition is stimulated enough so that it can
compensate for the loss of subsidies. Number Portability subsidy,
especially, undermines the rival’s market power and thus reduces the
service charge. On the other hand, the regulations will also increase
the profits of telecommunications carriers. However, social surplus is
maximized when both of the regulations are present because the
regulations reduces the frequency of switching handsets inefficiently.
In enacting the Mobile Terminal Distribution Act, the telecommunications
regulatory agency asserted that the regulation on subsidies will
stimulate service charge competition, and in the long run, enhance the
consumer surplus. However, contrary to the regulatory agency’s
assertion, subsidy regulation, especially the regulation on Number
Portability subsidy, reduces consumer surplus. On the other hand, the
Mobile Terminal Distribution Act can also increase the profits of
telecommunications carriers because it decreases competition among
the telecommunications carriers.
Keywords: Mobile Terminal Distribution Act, Mobile Telecommunication
Subsidy Regulation, Mobile Telecommunication Markets.

1. Introduction
In 2014, the “Law on the Improvement of the Mobile Terminal
Distribution System” (Mobile Terminal Distribution Act) has been
enacted. The telecommunications regulatory agency asserted that the
regulation on subsidies will stimulate service charge competition, and
in the long run, enhance the consumer surplus. In this paper, using a
simple economic model, we show that contrary to the regulatory
agency’s assertion, subsidy regulation, especially the regulation on
* This paper was modified and developed from the XueTing Yao’s
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Number Portability subsidy, reduces consumer surplus: if the market
powers of telecommunications carriers are over certain threshold,
contrary to the regulatory agency’s assertion, the service charge
competition would not be stimulated enough to compensate for the
deduction in the subsidies, and thus the consumer surplus is
compromised.

2. Model
Two telecommunications carrier, indexed by  and  , are equally
dividing the market and the mass of consumers, or the size of the
market is 1. Each consumer enjoys utility of  from using the
telecommunications service and  is large enough so that the price
or subsidy does not affect the total demand. Consumers can use four
different strategies. First, they can stay with the telecommunications
provider that they previously used. We call this strategy  .
Second, they can change the handset but do not change the
telecommunications carrier. We call this strategy    .
Third, they can change both the handsets and the telecommunications
carrier. We call this strategy the    . Last, they can
change the telecommunications carrier but keep the handsets they
previously used. We call this the  strategy. All the strategies
will be indexed by superscripts.
To change telecommunications carriers, the consumers bear the
switching costs  which is uniformly distributed on   . This cost
includes loss of benefits of long-term contracts due to the change of
telecommunications carriers. To change handsets, the consumers bear
 where
the switching costs  which is uniformly distributed on  

   
 . This is the net loss or gain between the handset price

and the additional utility from purchasing a new handset. In addition
to switching costs mentioned above, all consumers who do not 
will bear additional fixed cost    which includes cost of visiting
the store and doing burdensome paperworks. We assume that this 
is not large enough to overwhelm other switching costs.

  .
Assumption 1.   min  

Telecommunications carriers are indexed by ∈ . The price that
the telecommunications carrier  charge on the consumers is  , the
handset subsidy provided to the consumers who buy new handsets is

  , and the number portability subsidy provided to the consumers
who change their telecommunications carrier is  .
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3. Analysis

5. Conclusion

3.1. Equilibria

The Mobile Terminal Distribution Act bans number portability
subsidy. It also allows handset subsidy up to certain threshold.
However, number portability subsidy always enhance consumer surplus
and handset subsidy also increases consumer surplus when
telecommunications carriers’s market power is large enough. Thus, we
can conclude that the Mobile Terminal Distribution Act reduces
consumer welfare.

We analyzed four different regulation regimes. First, all subsidies
are allowed. Second, only handset subsidy is allowed. Third, only
number portability subsidy is allowed. Last, all subsidies are banned.
Under these different regimes, we have following equilibria.
<Table 1> Equilibria under Different Regimes
All subsidies are allowed

Only Handset Subsidy is
Allowed

Only Number Portability

There is a unique symmetric
equilibrium.


 

  
  

Subsidy is Allowed

  

All Subsidies are Banned

  

 
 

 ,
  
  


  


 



    
    ,


  



  
   


  

 



 
  


3.2. Impact on Social Welfare, Consumer Welfare and Profits
In this section, we analyze how the four different regulation
regimes affect the social welfare, the consumer welfare and the
profits of the telecommunications carriers.
<Proposition 1> Social Welfare is maximized when all subsidies
are banned.
Subsidies stimulate both the handsets and telecommunications
carriers switching. However, switching of telecommunications carrier
only incur social costs. Also replacing handsets are only efficient
when    . Thus, any subsidies will reduce social welfare.
<Proposition 2> Number portability subsidy will increase consumer
welfare whereas it will reduce telecommunications carriers’
profit.
Number portability subsidy is directly targeted on rivals, thus, it
promotes competition in price among them. Thus, allowing number
portability subsidy will always increase consumer welfare and reduce
telecommunications carriers’ profit.
<Proposition 3> When telecommunications carriers have small
market power, handset subsidy increase their profit, whereas,
when their market powers are strong, it will decrease their
profits. The vice-versa effect holds for consumer welfare.
Disallowing handset subsidies promote price competition. However,
when the telecommunications carriers have market powers the
competition will not be facilitated enough to compensate for the loss
of subsidies.
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Ikea’s Success Case
Pan-Jin Kim*, Rajasekhara Mouly Potluri***

2. Ikea in the Korean Market

Abstract
These days, citizens are likely to prefer Ikea having simple interior
and inexpensive price. Ikea furniture is said to have the highest cost
performance ratio being inexpensive with high quality. Being furniture
brand, Ikea has introduced bag and/or garment with Ikea logo. The
furniture brand, Ikea has been known to the public owing to
popularity. Even so many customers who had not been to Ikea, they
have affirmative opinions to Ikea or other related things. But, there
are some controversial things in those Ikea’s successful enterprise
field. That is, inexpensive price, customer service, and the suffering
of small furniture shops. Thus, Ikea have burdened the various
problems after shop opening in Korea distribution system. Ikea
supplied home furnishing product in inexpensive price. Having various
kinds of strategies, Ikea was differentiated from existing furniture
shop, and it made the company grow up quickly owing to the
marketing strategy. Ikea have investigated modern people's life styles
to find out design, that is, simple and not boring. That is the reason
Ikea's sales have grown up. Ikea has been developed continuously,
This study investigated their strategies to develop in sales all over the
world and also their problems that they are facing and have to be
improved.

In 2016, Ikea recorded sales 17% up than 2015. This year, Ikea's
sales is likely to increase than las year owing to No.2 Koyang shop's
good performance. 992 employees work for the shop and number of
members exceeds 900,000. Ikea group's sales recorded 34.2 Euro, in
other words, 38.4 billion dollars in 2016. Ikea's sales increased 2
times than other countries (Jungang Ilbo, Sept 22). Sales of Hyundai
Livart, the largest furniture manufacturer in Korea has no much
difference with that of Hanssem, the second largest manufacturer, to
be largest in the near future. Further to No.1 shop of Gywngmyeong,
Ikea Korea No.2 shop of Koyang was opened on the 19th day. Three
years after opening of No.1 shop of Gwangmyeong, No.2 shop of
Koyang was opened. The shop had playground and toys for children
here and there to show new type of show room. Visitors could watch
shop idly with plenty of time to let Ikea "sell out inconvenience".
Ikea adhered to its own way rather than localization. There is a
saying, "When in Rome, do as the Romans do." Back cover of the
book of "Ikea, sells out the inconvenience" (written by Rudiger
Yungblut) has a sentence, "Ikea once bought a small sized desk to
assemble. It took two days and two nights. I lost weight by 2
kilogram, wife's reliability and children's respect." Before opening,
Ikea shop had a lot of problems. Ikea could solve problems to grow
up. The study investigated problems and solutions.

Keywords: Ikea, Success Case.

3. Problems
1. Introduction of Ikea
Ikea is Swedish furniture manufacturer that was founded by Ingvar
Kampdad. Having unique design, Ikea has 40 shops in Asia. Ikea
DIY product requires neigher assembly nor shipping cost. Ikea has
supplied good quality furniture at low price to help young couples.
Ikea has five cost saving strategies.
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Tel: +82-2-380-5809. E-mail: pjkim@chodang.ac.kr
** Associate Professor, Management & Marketing, School of Business &
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Tel: +91-96183-98888, E-mail: raja.potluri@aun.edu.ng,

Ikea worried about problems after opening shop in Korea rather
than distribution system. Ikea selling inconvenience had problem of
inexpensive price. Selling price of the product in Korea was too
much expensive. When Ikea opened shop in Korea, citizens expected
of inexpensive price. "Practical price" and "inexpensive price" with
additional expenses were not inexpensive.
Customer service was in dispute. Ikea's customer service has been
in dispute continuously. Ikea reminded customers of self shopping
and self assembling. Having showroom. shops could not employ a lot
of employees. Ikea with maze has been designed to reach counter
after showroom. Customers could not get help from employees when
wanted. Customers inquire of self assembling continuously. Customers
shall be responsible for wrong assembling, and Ikea has no
responsibility. Customers think of minor service in affirmative way,
and Ikea has been too much indifferent to customers. Internet portal
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sites have column of customer's complaint. A customer who has
up-loaded complaint at the shop could not be given feedback for a
long time.
Small private businesses have been threatened. Since Ikea enters
market, three of 33 furniture shops closed business. A concerned
person of furniture business said, "Since opening of Ikea shop, shops
in furniture street have suffered from bad economy." Number of
furniture complex has decreased continuously and the rich get richer
and the poor get poorer.
Not only small private businesses but also other can suffer from
losses. Being furniture shop, Ikea sells out furniture and daily
necessities to have cafeteria and restaurant and to be similar to big
mart and to be given plenty of complaints. Big mart's business hour
limitation and other regulations shall not be applied to Ikea to
increase complaint. Even if regulation law against Ikea was proposed,
Ikea is off duty on Chuseok and other holidays.

5. Summary
Ikea had the greatest competitive edge of the price. The five kinds
of cost saving strategy had price competitive edge. Distribution,
design and product planning were differentiated from competitors.
Ikea had competitive edge of interior of the shop, and large scaled
warehouse shop allowed customers watch inner side of the interior
when shopping. Ikea supplied home furnishing product in inexpensive
price. Ikea could grow up quickly owing to the marketing strategy.
Having various kinds of strategies, Ikea was differentiated from
existing furniture shop. Ikea investigated modern people's life styles to
find out design that is simple and not boring. So, Ikea's sales grew
up. Ikea has been developed continuously, and citizens have been
dissatisfied with Ikea. The study carefully investigated global
enterprise's failure in the Korean market to succeed in Korea. The
global enterprises have made change by themselves to be likely to
succeed.

4. Counteraction
References
Competitive edge of distribution business is thought to be
important. Continuous edge is said to be enterprise's edge from long
term point of view.
Retail business builds up entry barrier at
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Digital Music in Overseas and Subject
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Abstract
Digital music has similar process of general products, such as a
manufacturer, wholesale business, retail business and consumers. The
current digital music market has complicate process. That is, both
singers and planners are planning and selling their through digital
music distributor making contract with planner and digital music site
of sales platform to reach consumers. In case of digit K-Pop, Korea
has been given attention in the world to enter overseas market. A lot
of idol performed at overseas successfully to be listed in overseas
music chart and to produce K-Pop fever. SNS, YouTube and other
digital technologies have been developed to expand Korean idol
singer's video quickly and to create Korean fever. Is K-POP sold out
to local customers and overseas consumers by what process? The
author was interested in process and state that people in Korea and
foreign countries listen to music. But, there are problems and
limitation in this fields. The study investigated the distribution process
of K-Pop music, contents of Korean wave, to examine entry into
overseas. This study examined problems of digital music to find out
reformation that K-Pop could keep fever continuously. The study has
made global strategy to enter spacious world market.
Keywords: Digital Music, Distribution.

1. Digital Music's Distribution Process
These days, consumers can download music by digital music sites
and listen to music by streaming of monthly payment not to buy
disc. Order of digital music has been listed to have influence upon
order of music broadcasting in accordance with public people's
streaming to compete each other.
Customers may buy commodity at offline shop in digital music
market by paying to have simple and complicate distribution channel.
Digital music has similar process of general products, for instance,
manufacturer, wholesale business, retail business and consumers, and
digital music market has complicate process. Not only singer but also
planner complete digital music by planning and production to sell
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Computing (SITC), American University of Nigeria, Nigeria.
** Dept. of Medical IT & Marketing, Eulji University, Korea.
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digital music through digital music distributor making contract with
planner and to supply to digital music site of sales platform and to
reach consumers. In other words, the process is in order of creator,
digital music distributor, digital music site and consumer.
Digital music site selling digital music at overseas shall be basic
of K-Pop distribution. Digital music can be sold out at distribution
site in 2 ways: First, direct distribution shall contact each digital
music site to make distribution contract and to distribute digital
music. The simple process can expect of high earning rate to require
a lot of time and human resources. Korean planner made an
exclusive contract with overseas digital music site having influence.
For instance, BTS made contract with the Ochard, subsidiary of Sony
Music to do American digital music distribution, and SM
Entertainment made partnership contract of Ali Music with Alibaba in
China.
Second, small sized businesses made use of indirect distribution to
make contract not digital music but with digital music distributor to
distribute at digital music site. An intermediate stage has been added
to lessen time and labor force comparing with direct distribution. But,
creator's earning ratio shall be too much small. And, Frank Ocean,
American musician, made contract with Apple Music to distribute
digital music in the world. Making exclusive contract to avoid
conflict with disc distributor does not assure of profit. Number of
singer making use of the method is very much limited at home and
abroad. Distribution path of digital music at overseas depends upon
selection of methods. Digital music can be released at home and
abroad by distributor. A planner makes supply contract with
distributor to sell to retail business and to let public people listen to
music and to send digital music to foreign countries.

2. Distributor and Digital Music Site
Digital music distributor includes LOEN entertainment, CJ E&M,
KT Music and NHN Bugs to supply digital music service, and
Blending, Muse Platform, Music & New, Interpark and Mirror ball
music and other distributor supply K-Pop digital music under keen
competition. Sony Music, Universal Music and Warner Music that are
branch of foreign record company are releasing POP music to supply
Korean song.
Gaon Chart said 100th ranking music at the end of 2016:
Supplier's sales relied upon ownership of digital music of popular
program and drama according to analysis upon share of distributor at
digital music market.
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Digital market share fluctuates very much every year. LOEN
Entertainment ranked the first until 2014, and in 2015, digital music
distribution market was occupied by three, that is to say, LOEN
Entertainment, KT and CJ E&M. The competition structure was kept
until 2016. CJ E&M's share rose "Show me the money", "Produce
101" and other broadcasting digital music, and "Respond, 1988",
"Once more, Oh Hae-yeong" and drama OST's digital music were
sales source. As such, in Korea, broadcasting digital music was
strong.
Digital music service in Korea, in other words, sales platform,
included Melon (LOEN), Jinny (KT), M Net (CJ E&M), and Bugs
(NHN Bugs) that distributes digital music as well. Does K-Pop in
Korea give music to public people by what sales platform? World
digital music market made change of trend from download service
(ownership) to streaming service (lending) to let Apple, Google,
Amazon and other global IT enterprises join streaming market. In
2006, Spotify was founded in Sweden to launch streaming service.
When music lover listens to music by downloading music by MP3
and mobile phone, Spotify gives digital music by streaming to listen
music in realtime to have paid subscriber of as many as 30 million
in the world to be worldwide digital music service enterprise. Having
'iTunes', the strongest of download digital music, released 'Apple
Music', streaming service in 2015. Apple could expand service based
on users of i-phone and i-pad to have as many as 15 million paid
subscriber instantly and to rank the second largest. Amazon, the
largest e-commerce enterprise in the US had kept global digital music
platform such as 'Amazon Music', and Google's Play Music and
Internet radio business of Pandora.

3. Overseas Market
What influence does K-Pop have owing to the distributor and
digital music site? 'Billboard Chart' shows K-POP's digital music.
Billboard, magazine in New York, had published order of popularity
of pop music from middle of the 1950, and table of order of the
record was known to be billboard chart. Billboard Chart indicates a
musician's activity in America and the world music market by
ranking and says trend of world music market. The chart estimates
order by album selling volume, number of YouTube inquiry, and
radio broadcasting frequency, and Billboard introduced digital music
streaming index to the chart system to put an emphasis upon value
of the streaming. In other words, streaming by Spotify, Google Play,
Tidal and Amazon Music has influence upon ranking.
Billboard chart consists of single chart and album chart. Not only
HOT 100, order of single sales but also Billboard 200, order of
album sales has the greatest influence to have various kinds of charts.
Many charts had name of K-Pop singers, and Korean singers listed
names on Billboard HOT 100 setting order chart by estimating album
sales quantity, digital music download frequency, streaming and
broadcasting frequency to investigate K-Pop digital music in foreign
countries.
Billboard HOT 100 is the most important among Billboard charts
for local musicians in America difficult to be listed, so that pop

musicians in the world call it to be chart of dream. Four teams of
Korean singers had been ranked in Billboard chart HOT 100.
Wonder-girls firstly listed name by song of Nobody in 2009 to rank
th
76 highest of Billboard chart to record good performance. Starting
with Gangnam style in 2012, singer Psy made a hit of every song to
make list of 4 songs, for instance, 2nd position of Gangnam style in
th
th
2012, 5 position of Gentlemen in 2013, 26 position of Hangover
th
in 2014, and 97 position of Daddy in 2015. In particular, Gangnam
style had ranked 2nd as long as 7 weeks, and all of words in the
Korean language had great influence upon Korean wave culture. CL
th
that published single in the United States ranked 94 position. After
publishing new song of DNA in 2017, BTS ranked 67th position to
record the highest position of K-Pop groups. Further to Gangnam
style, almost words were written in Korean language to be first of
Asian boy groups.
K-pop singers listed name in not only Billboard charts but also
charts of various countries to show power and index of K-Pop's
digital music in foreign countries.

4. Problems
4.1. Illegal distribution in foreign countries
As shown in digital music in foreign countries, K-Pop digital
music has been supplied in the world and Korean wave contents
have been illegally supplied to create problems. The case shall be
applied to K-Pop digital music as well.
Digital music is easy to make copy and distribute, and 84% of the
music has been distributed illegally in China that Korean wave is
exported according to the Committee of Korean Copyrights, and 88%
of K-Pop in China has illegally copied musical digital, and illegal
distribution site of Korean wave contents increased from 15% in
February 2017 to 20% in former half 2017. K-Pop singers published
new song to be active. Digital music shall have competitiveness to
introduce digital music to foreign countries, and illegal distribution
prevents K-Pop digital music from selling in foreign countries.
Nonetheless, warning on infringement of overseas copyright was sent
and other insufficient actions were taken.

4.2. Music digital's earning structure
How much is digital music earning of Gangnam style of Psy that
ranked 2nd position 7 weeks continuously at HOT 100 chart? The
public expects of 10 billion to 20 billion KRW of sales of Psy to be
interested in Psy's earning. But, Psy's Gangnam style earned no more
than 66 million KRW of music digital earning in Korea. The figure
accounts for earning of digital music of 3.6 million cases of local
download in accordance with Gaon Chart estimation. But, number of
download in the US accounted for 2.9 million cases to differ from
700,000 cases, number of download in Korea to earn 2.8 billion
KRW.
As shown in income of Psy's music digital copyright, singers were
paid very much low earning of digital music regardless of K-Pop's
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fever in the world. The abnormal earning structure was known to the
public through Psy.
In 2012, laws revision was improved, and earning structure of
local digital music market had streaming service to be of problem
until 2017. Download of one song produced sales of 700 KRW, and
record manufacturer was paid 367.5 KRW, performer (singer and
player) 45.5 KRW and writer 77 KRW. Streaming service has worse
condition and when replaying one melody, record manufacturer 3.08
KRW, and performer such as signer and player 0.42 KRW and writer
0.7 KRW. Share of creator is smaller than that of distributor, and
streaming service with high ratio of the use kept income distribution
ratio of 60:40 to produce problems. 10% for composer and song
writer, and 6% for singer.

5. Counteractions
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6. Summary
At the moment, K-Pop music digital recorded pop music of Korea
continuously to expand in the world. K-Pop music digital may
elevate brand image of Korea to have affirmative influence upon
growth of other industries and to grow up win-win. Culture, and
tourism industry and cosmetics and fashion industry could have public
relation effect owing to K-Pop effect.
K-Pop music digital has entered foreign market continuously to
make global strategy to enter overseas actively. Free from idol singer
oriented music, ballad, hip hop and R&B and others shall be
introduced to make change. YouTube having great influence, Instar
gram, twitter and SNS shall be used to enter foreign market and to
have good influence.
New strategies shall develop K-Pop digital music to upgrade and
to have influence upon other industries.

5.1. Overseas illegal distribution
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Costco Wholesale Corporation’s Success Case
Kyuyeol Shim*, Jesús C. Peña-Vinces***

2. Costco's Success Strategy

Abstract
Currently, large and small sized enterprises are doing business in
Korea. Enterprises with various kinds of industries, strategies and
timing may succeed and fail in business. This paper investigates the
features of successful enterprises, and Costco's strategies for business
success. This paper is composed of Costco’s various aspects, that is,
Costco's distribution environment, success strategy, and Costco’s
problems & solving. Costco gives good quality service in accordance
with purposes of foundation. It sells bundles of large quantity with
inexpensive price so that customers sometimes feel inconvenience.
Costco prevents impulse buying by displaying small number of
products and word-of-mouth of good quality product so that
customers tend to buy products without time waste. Sometimes,
however, the one who is not a member of Costco, it needs
inconvenience such as the placing order for same price through agent.
When buying on Internet, customers may not buy some kind of
product on off-line to have advantage of membership of Costco.
When Oxy product boycott campaign was done, customers liked to
join not to buy the product at shops taking poor actions. Even some
problems and limitation in current situations, Costco has a lot of
members in Korea to give good quality services satisfying many
members.
Keywords: Costco, Success Case, Wholesale Corporation.

2.1. Kirkland Signature
Kirkland Signature, PB (private brand), has covered all kinds of
products such as water, toilet paper, food and toilet product to sell
high quality product by Costco. PB product could give customers
reliability to produce not only Kirkland brand value (more than 70
trillion KRW) but also Costco brand value.

2.2. Costco Membership
Costco has been managed by membership. The membership helped
customers have sense of belonging to satisfy members and family by
giving service. The membership distinguished operator from individual
members to give different services. Membership made customers pay
membership charge to think of buying of more than certain quantity
and to keep sales quantity.

2.3. Operating profit's golden rule
Costco lowers product cost when operating profit exceeds 2
percent because Costco is based on not commission but paid
membership. Costco minimizes sales margin to give customers better
benefit and to increase paid members and to have profit-making
business structure.

2.4. One country and one card, and cash policy

1. Costco's Distribution Environment
In 2017, the Korean society had found out unlimited potential of
growth of distribution business owing to development of distribution
channels at development of technologies. The word of 'wearable' has
become popular to make change of distribution business very much.
Costco members are allowed to place order any place and any time
over Internet mall and to be given service. Drone business in
progress shall help delivery of distribution process greatly. Many
industries have been saturated and distribution business has not been
developed enough. Costco is entering into the Korean market.

* Professor, Department of Real Estate Finance, Gumi University, Korea
** Professor, University of Seville-Spain, Spain. E-mail: jesuspvinces@us.es

Costco allows payment in cash and/or in Samsung AMEX card.
Costco has lessened membership card commission to lower product
price and to have an exclusive structure of one card company at low
commission rate of 0.7% and to realize high quality at low price and
to give card company member's sales.

2.5. Limitation on number of the product
Costco has kept more than 4,000 products all the time to keep
number of the product and to control effectively and to have high
quality product. Keeping of less number of the product could lessen
waste of the space to decrease waste of member's traffic and to
increase members' buying satisfaction.
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2.6. Dual guarantee

4.2. Strategic reform

Costco has adopted dual guarantee of the product and member.
Product guarantee refunds all of the money of the parts not satisfied
after subscribing to member to refund all of annual membership
charge and to elevate Costco value and to be given reliability from
members.

Costco has not invested large amount of money having influence
upon entry of world businesses such as Walmart, Amazon and others
at e-commerce business. Despite obtaining of 90,300,000 million of
loyalty customers, Costco has competed with competitors at
E-commerce business to develop smart phone app and to get
continuous competition that is not agent of Kobaro and others to
have advantage of Costco, and handles product not selling offline by
web transaction, and to obtain future transportation such as drone
delivery quickly and to make change of strategies at competition in
the market.

3. Costco’s Problems
3.1. Lack of return business (distribution channel)
Costco is famous of very good welfare of the employees to rank
2nd highest reward and welfare. Costco having dual guarantee has a
lot of return businesses of more than 4 thousand of products. Having
dual guarantee, return businesses have kept 15% of earning rate
including return. Return shop is large scaled and small scaled to be
given a lot of commission and to keep name of Costco by vendors,
and return shop vendors take 15 to 20% profit to let them complain.

3.2. Counteraction against environment changes
Despite profit satisfying market expectation, Costco's share price
fell down 6% in October 2017. That was because of Amazon's entry
into offline shop, mobile industry and Internet distribution industry
strengthened Walmart's competitiveness. Amazon of gigantic enterprise
has entered offline shop to compete with Costco and to worsen
competitiveness.

3.3. Product control, selection and counteraction
Costco has selected and controlled more than 4,000 kinds of
products to sell. Despite much less number of product than
competitors, Costco could obtain a lot of confidence by high quality
and low price strategy. Some years ago, dehumidifier sterilizer created
problems and Costco's PB product (dehumidifier Cleanup) had same
problem. Dehumidifier sterilizer (Oxy) produced problem in the nation
to suspend sales. When problem occurred, Costco took late action.

4. Costco's Problem Solving
4.1. Structural change
Costco does not give return shop rights of the supply. Return shop
owner shall give vendor (supplier) commission. System shall make
change to give return shop not only rights of supply but also
associated responsibility such as penalty at violation of rules to elect
responsible person of the vendor not to be vendor of neighboring
shop and to consign control of rights of unfair supply and excessive
supply of goods of no use to control return easily and to take stable
distribution channel.

4.3. Selection of the product and actions at crisis
Walmart and e-mart and others sold out more than 10,000
products, and Costco controled much less number of good quality
product to get competitiveness. Costco took improper action against
dehumidifier sterilizer to lose confidence from customers. Costco shall
train buyer of each product to handle good quality product only and
to open risk headquarters and to take immediate actions and not to
take neglecting actions by correct measures.

5. Summary
Costco Wholesale Corporation called Costco was built up to
compete with 'H' Company, 'L' Company and 'E' Company in Korea.
The author likes to visit Costco. The author often visits considering
its attraction despite distance. Costco gives good quality service at
inexpensive price in accordance with purposes of foundation. The
author is also satisfied with 2 years or more member. The author is
allowed to give up membership after being refunded when he is not
satisfied with Costco's service. The author buys large quantity at one
time visit because of long distance: Costco sells bundles of large
quantity at inexpensive price so that the author does not feel
inconvenience. Costco prevents impulse buying by displaying small
number of products and word-of-mouth of good quality product so
that customers buy products wanted without time waste. Sometimes,
however, the one who is not a member of Costco, places order at
same price through agent. The author who is a member of Costco
feels a little inconvenient. When buying on Internet, the author may
not buy some kind of product on offline to have advantage of
membership of Costco. When Oxy product boycott campaign was
done, the author liked to join not to buy the product at shops taking
poor actions. The author was reluctant to buy at Costco and thought
of it in affirmative way as a member.
The author had difficulty at parking whenever visiting Costco.
And, the author had difficulty at single card policy in accordance
with low price and shortage of employees. And, nonetheless,
customers visited Costco owing to Kirkland, head office of Costco,
and inexpensive price. The author wants to be a member of Costco
that is developed in the future. When preparing for the report, the
author could cognize where inconvenience was produced. Costco is a
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foreign firm to give impression of neighboring supermarket having
convenience.
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Study on the Development of Sharing Economy in
China under the Background of Mobile Internet
Hang Gao**

Abstract
With the rapid development of mobile internet technology, sharing
economy has infiltrated into many areas, such as traffic,
accommodation, finance, catering, housekeeping services, agriculture.
Sharing economy is a new business model which is based on the
sharing of idle items or excess production capacity. The development
of sharing economy is of great significance for China on industrial
restructuring and sustained high growth. Sharing economy has a series
of advantages which traditional business model has not. At present,
sharing economy of China is still in the primary stage of
development with many problems. The government should deeply
understand the sharing economy, strengthen supervision and take
safeguard measures to support its development to help China's
economic transformation.
Keywords: Sharing economy, mobile internet, sharing platform,
business model

1. Introduction
With the development of big data, internet of things and mobile
internet, a new economic form—sharing economy has developed at a
rapid pace in the past few years, and it has aroused human’s wide
attention. It is becoming daily lifestyle of more and more Chinese
people, offing more convenient and diverse experience. Sharing
economy is a new economic model, which refers to individuals or
institutions share idle resources or service with demanders for value.
Demanders create value by using resources from suppliers. It is
essentially efficient use of each resource and every stakeholder,
transforming excess capacity into outpouring new value. Robin Chase,
the ancestor of sharing economy, interprets sharing economy as a
new way which is full of strength in the book “Sharing Economy:
Future Business Model Restructure”. There are three basic elements in
sharing economy: idle resources, sharing platform and everyone
involved. It integrates the best capacity of individuals and enterprises,
entrusting them with flexibility to adapt to the change quickly and
creatively, being able to release the potential of economy.
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Shared cars, shared bikes, shared basketballs and shared chargeable
treasures have sprung up in china. The Development Report on
Sharing Economy of China 2017 shows that market scale of sharing
economy in China was 3.452 billion yuan in 2016 with an increase
of 103 percent over the previous year. The report also predicts that
in the next few years, china's share will remain an annual 40 percent
of high-speed growth. The scale of sharing economy of China will
account for more than 10 percent of GDP in 2020, becoming a new
growth point of economy. According to the data from Price
Waterhouse Coopers, the scale of global sharing economy in 2016
was 198 billion yuan, and the increment speed would grow at an
annual rate of 35 percent. It also predicted that the global scale
would be as high as 2.21 trillion yuan in 2025.

2. The Background and Causes of Sharing Economy
Sharing economy is the result of a combination of many factors.
The factors which support sharing economy include hardware,
software, technology, economy, behavioral habits and many other
necessary conditions. Specifically, there are six main aspects in the
background of emerging sharing economy :
First, the rapid development of mobile internet. The first generation
of smart phones appeared in 2000, and the number of smart phone
users exceeded 1.9 billion in 2015. The penetration rate of mobile
devices increased significantly, accounting for a quarter of the world's
total population. In 2016, there were more than 600 million smart
phone users in China. The penetration rate of smart terminals was
higher in medium and high income community and younger groups.
The popularization of smart terminals provided the hardware
foundation for supplier and demander of sharing economy.
Second, the rise of third party payment. In 2011, the central bank
of China issued the first batch of third party payment licenses, then
the third party payment developed rapidly. According to statistical
data of iResearch, in 2016, the size of the third party payment was
more than 35 trillion yuan, of which mobile payment was more than
10 trillion yuan, accounting for 30%.The third party payment provides
the software foundation for suppliers and demanders of sharing
economy.
Third, the appearance of lots of new technologies. The
development of innovative technologies such as LBS positioning,
cloud computing and big data have greatly reduced transaction costs
and improved the success rate of transactions. These new technologies
provide technical support for development of sharing economy.
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Virtualization technology and distributed computing expand the scope
of resource sharing. Sharing data can be accessed anywhere, anywhere
via network. Big data has achieved rapid data mining on massive
amounts of information and performed visual prediction analysis.
Fourth, idle resources and excess capacity. In 2007, the subprime
mortgage crisis of America prompted financial crisis, and then
evolved into the global economic crisis in 2008. The global economic
crisis resulted in the decline of global economic growth and rose the
rate of unemployment. The decline of economic growth and the lack
of effective demand brought overcapacity and the usage of large
number of idle resources was low. The emergence of massive idle
resources and how to improve the utilization efficiency of idle
resources become a necessary condition for sharing economy. With
the popularity of the Internet, the user's habit of information sharing
has gradually came into being. At the same time, the rising
unemployment rate has made people search for cheaper services. The
rise of internet and unemployment rate become a catalyst of sharing
economy.
Fifth, supplier and demander benefit from sharing. Demanders meet
their demand by reasonable price. Its cost performance is higher
than products or services provided by traditional commercial
organizations. Demanders have more initiatives and transparency in
the consumption process. Suppliers receive the additional benefit from
the idle goods, and they can get social satisfaction like experience in
the service process. The deal has greatly improved the utilization rate
of idle resources.
Sixth, economic development of China has entered the new
normal. Under the traditional economic model, there are many layers
of industrial chain between enterprises and enterprises. The lack of
effective synergy of enterprises lead to high transaction costs and
affect the market efficiency. The predicament of traditional model
business provides the opportunity for the development of sharing
economy. Under the new normal of economy of China, the process
of urbanization accelerates. In 2016, the urbanization rate of China
reached 57.4%. It brings high density of population in city and more
trading opportunities.

sharing objects. Thanks to the development of internet, information
sharing has increased dramatically and sharing objects have begun to
turn from acquaintances to strangers. So, information sharing is no
longer limited by space constraints, and the sharing scope has
enlarged. At this time, information sharing is more for free and less
involved in physical delivery.
Since 2008, the rapid development of mobile internet technology
has led to the emergence of a series of physical sharing platforms,
such as Airbnb, Didi and Mobike. Sharing economy has finally
turned from concept to reality. The credit guarantees provided by
third party platforms can help to share the idle products and service
to strangers. Products suppliers convert idle products into profits by
sharing them.
In March 2016, the sharing economy was first written into the
Government Work Report of China. The report explicitly wants to
"support the development of sharing economy, improve the efficiency
of resource utilization and enable more people to participate and
prosper". In July 2016, the Outline of Development Strategy on
National Informatization of China was released. The outline
emphasizes "developing sharing economy, establishing network
collaborative innovation system". Since 2016, sharing economy has
become an important part of China's national informatization
development strategy. Sharing economy of China has broken through
the early economic model of resource allocation for idle goods. It has
expanded the allocation of resources to education, medical services,
media content sharing and crowdfunding.

traditional society
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<Figure 1> The Development Process of Sharing Economy

3. The Development Process of Sharing Economy in
China
Sharing is not a new concept. The sharing of information or
objects among friends and acquaintances in traditional societies is the
earliest sharing. Restricted by space, the objects or information shared
by traditional societies are usually limited to the reach of individual
capacities. The completion of sharing needs the trust of each
participant. Most of the sharing content are physical. The sharing
process does not generate compensation and profits.
In the 21st century, with the rapid development of Internet, the
number of information which people acquire through internet has
increased explosively. Users can access or share information on
internet with others, achieving instant information sharing and content
providing. In this period, the information is in the majority of the

4. The Development Status of Sharing Economy in China
4.1. The Industry Scale of Sharing Economy Expands Rapidly
In recent years, sharing economy develops rapidly in China, the
number and scale of sharing related enterprises are growing rapidly
greatly. In 2010, the market scale of Chinese sharing economy just
exceeded 10 million yuan, and the number of sharing enterprises
was also very limited. But by 2017, the direct market scale of
sharing economy exceeded 30 billion yuan, and the market scale
associated with sharing economy was closed to 5 trillion yuan with
the blowout trend of the number of enterprises and participants.
The data from the Development Report on Sharing Economy of
China 2017 shows that there are more than 100 million sharing
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economy suppliers in China ,and more than 500 million people have
ever used all kinds of life service provided by sharing economy
platform. On the whole, more than 700 million people have been
involved in sharing economy in China. In the field of sharing
economy abroad, China has basically covered itself. Domestic brands
of indigenous innovation constantly explore new international markets.

4.2. Sharing Transportation Has Become the Leading Point
of Sharing Economy
Sharing transportation has become the leader of sharing economy
model in China. In 2010, Didi and Kuaidi established successively
and it marked the official emergence of China's sharing economy. In
2014, Uber from the United States entered China, and the sharing
traffic area was divided into three pillars. The area of sharing
transportation has turned two hegemony into a situation of tripartite
confrontation. In February 2015, Didi and Kuaidi realized the strategic
merger. So far, Didi and Uber have established their leading position
in China. Led by the sharing of traffic, Sharing platforms in other
areas are also emerging. Sharing economy rapidly permeates every
aspect of the daily production and life of the Chinese people. <Table
1> is market scale of key sharing economy industries in China.
<Table 1> Market Scale of Key Sharing Economy Industries in China
Sharing Area
Transportation
Finance
Housing
Accommodation
Life Service
Knowledge and Skills
Production Capacity
Health

Transaction
Volume in 2015
(billion yuan)
118
1190

Transaction
Volume in 2016
(billion yuan)
123
1297

12

16

85

393
22
218
10

397
46
151
12

66
133
45
79

Growth
Rate (%)
68
71

Data Source: Information Research Department of Chinese National
Information Center

In the area of sharing housing accommodation, Tujia, Mayi,
Xiaozhu and other sharing platforms appeared in Chinese market. In
crowdsourcing area, Jdtohome, Renren Express and E-platform have
emerged one after another. In the area of sharing knowledge and
skills, Zhihu, Douban and Famous Doctor Operation developed very
fast. In the area of sharing production, the representative enterprise
are Tao Factory of Alibaba and Intelligent Platform of Shenyang
Machine Bed Factory. The constant refining of the division of
society, sharing economy is everywhere, sharing of services and
technologies has penetrated into every aspect of life. In the context
of the constant breakdown of the division of labor, sharing economy
has blossomed and the sharing of services and technologies has
permeated every aspect of life. The main sharing area of China and
its representative enterprises are shown in <Table 2>.
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<Table 2> Main Sharing Areas and Representative Sharing Enterprises
Sharing Areas
Transportation
P2P Network Loans
Network Crowdfunding
Housing Accommodation
Life Service
Knowledge and Skills
Production Capacity

Representative Sharing Enterprises
Didi Uber Shenzhouzhuche
LU.com Renrendai Rreditease
Demohour Dreamore Dajiatou
Tujia Mayi Xiaozhu
Daojia Rrkd Ekuaisong
Zhihu Douban Famous Doctor Operation
Tao Factory of Alibaba Intelligent Platform
of Shenyang Machine Bed Factory

Data Source: Information Research Department of Chinese National
Information Center

4.3 Sharing Areas Extend to all Aspect of People’s Life
Sharing economy has expanded from sharing transportation to other
areas of life, widely affecting people's life. The survey is conducted
on 100 people to count people's usage of the sharing fields, and the
result of the survey is in <Table 3>. It can be seen from <Table 3>
that under the guidance of shared traffic, the number of platforms in
other area is increasing. Sharing economy has permeated all aspects
of people's life, gradually changed people's habits and provided great
convenience for people.
For example, Online short rent can reduce the cost of travel,
sharing domestic service can quickly provide people with the most
professional housekeeping services, and online crowdfunding of
internet can help people who have difficulty quickly. In short, sharing
domain has expanded into all aspect of people’s life, becoming an
indispensable part of people's life in China.
<Table 3> Use Statistics of Sharing Area in Each 100 Persons
Sharing Areas
Transportation
P2P Network Loans
Network Crowdfunding
Housing Accommodation
Life Service
Knowledge and Skills
Production Capacity

Number of Users in
Each 100 Persons
72
21
18
13
37
27
11

Number of Knowers
in Each 100 Persons
88
43
21
20
49
53
19

Date Source: State Statistics Bureau of China

4.4 The Number of Sharing Enterprises Continues to Increase
Sharing economy of China is a new star in China's economic
development. The scale of sharing economy has shown a rising trend
in recent years and its development speed is much more faster than
any other industry. In recent years, enterprises with sharing economy
attributes have expeditiously multiplied. <Table 4> is the specifics of
quantity growth of enterprises with sharing economy attributes in
China from 2010 to 2017.It can be seen from <Table 4> that the
number of enterprises with sharing economy attributes in China have
showed a very rapid and sustained growth. Over the past eight years,
enterprises with sharing economy attributes has increased by 249,
more than 13 times. In particular, there was a spurt of growth in
2014, with growth approaching 80 %.
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Because of the intense competition, some sharing enterprises have
accelerated the pace of innovation, from copying foreign models to
self-innovation. So far, many sharing enterprises have gone to the
world through their own continuous improvement and innovation, and
have received unanimous praise internationally. Specially, a number of
pioneering Chinese sharing companies represented by Mobike have
created new business models of sharing economy, whose products
have successfully captured markets in Europe, North America and
Asia. These companies are attracting foreign companies to copy their
business models, and sharing business models of China has
successfully shifted from input to output.

5. The Development Model and Characteristics of
Sharing Economy in China
5.1. The Development Model of Sharing Economy in China
There are three subjects in the business model of sharing
economy, including the demand side for goods or services, the supply
side for goods or services and the sharing economy platform from
the third party.
supervision
department

<Table 4> Number of Sharing Enterprises in China
Year
2010
2011
2012
2013
2014
2015
2016
2017

Number of Sharing Enterprises
19
31
44
56
100
123
179
268

Growth Rate（%）
0
63.16
41.94
27.27
78.57
23.00
45.53
49.72

Date Source: State Statistics Bureau of China

4.5. Actively Exploring International Market after Localization
Innovation
In the early stages of development, The technical accumulation of
sharing economy enterprises of China was weak. Their development
relied mainly on imitating the business model of foreign enterprises.
In the process of development, Chinese enterprises gradually tried to
innovate on the basis of imitation and the fierce market competition
environment further accelerated their innovation speed. Features of
technology supremacy of internet enterprises and demographic
advantage of China have accelerated the process of Chinese
companies from imitation to innovation to leading the world. Up to
this day, some of China's sharing enterprises have achieved success in
international markets through their unique model of innovation.
WiFi Universal Key is a sharing enterprise which relies on its
products for in-depth big data mining, providing free internet and
mobile internet service for users. Since its launch in September 2012,
the momentum has been swift. By the end of 2016, WiFi Universal
Key users had been in 223 countries and regions around the world.
WIFI Universal Key occupies the top spot on the Google play tool
list in more than 50 countries and regions, such as Russia, Brazil and
Thailand. The number of overseas users exceeded 50 million and the
daily active users exceeded 20 million. Facing a new round of the
trend of the development of the technology industry, triple benefit
stack of huge domestic market advantage, netizen dividend and
transformation opportunity will greatly speed up Chinese sharing
economic enterprises from imitation to innovation, from the following
to leading and from local to global.

individual

individual
supply
side

sharing
platform

demand
side

enterprise

enterprise
credit
information
system

<Figure 2> The Business Model of Sharing Economy

The core of sharing economy is a platform set up by the third
party for sharing parities. The third party platform offers technical
support and credit guarantee. A sharing platform builder can be the
government, company or charity. Consumers share their idle goods
and services through the third party platform. The third party
platform offers mobile LBS application, supports dynamic algorithm
pricing technology and builds two sides credit evaluation system to
make a deal between completely alien supply and demand side.
Different from the traditional business model, sharing enterprises
usually have no fixed assets in the model of sharing economy. They
only have computers, server and corresponding computer technology.
They can earn profits from providing technical support and services.
These platform-type internet enterprises constantly improve their own
technology to satisfy the demand of both supply and demand side.

5.2. The Development Characteristics of the Sharing Economy
of China
After several years of development, the sharing economy model of
China reflects the following characteristics:
First, Earn profits by using idle resources or services. The
resources and services that are idle here are the ones that the supplier
owns, not the sharing of public resources. Usually, the supplier
provides the unused goods or services. If they are not used, then
they form a waste of resources. The supplier can obtain a certain
benefit from the reusing of products through sharing economy model.
Because the opportunity cost of idle goods is low and its price is
lower than the traditional model, they have a strong price
competitiveness in the market.
Second, disintermediation. In the traditional economy model,
customers need to obtain goods or services through commercial
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organizations. Suppliers also need to join commercial organizations to
provide goods or services more easily. In the past, goods or service
providers were difficult to exist without some commercial
organizations. In the sharing economy model, the suppliers do not
need to join a business organization. Goods or services can be
provided to demanders through the third party sharing platform which
has no constraint relations. Sharing economy platform becomes the
trade bridge between supply side and demand side of goods or
services. Suppliers can obtain the demand information by registering
on the platform. The relationship between suppliers and the platform
is loose. Suppliers can also get more demand information by
registering on multiple platforms. The sharing platforms only have
qualification requirements for the suppliers, but no time and
institutional constraint for them. The simplification and diversification
of demand information sources enable suppliers to focus on
improving the quality of their products or services, so that consumers
can get better quality products or services.
Third, dynamic pricing. The sharing economy platforms provide the
possibility of flexible pricing for all sharing parties. Through technical
means, the suppliers can adjust their price strategies at any time
according to the current supply and demand. Through the use of big
data, the sharing platform can clearly control supply and demand
situation at all time. When total demand is greater than total supply,
the algorithm will automatically increase the price. Then, it reduce
the demand and improve the supply to make a new dynamic balance
between supply and demand. While total supply exceeds total
demand, the price will return to the initial level. When sharing
products or services are underutilized, as long as the sharing price
reaches the expected price, suppliers would be involved in a sharing
transaction and obtain revenue from it.
Fourth, two-way constraint mechanism. In the sharing economy
model, the third-party sharing platform has established a transparent
two-way evaluation mechanism for the supply side and demand side
through the provision of technical support. So that both parties can
evaluate each other after completing the transaction. And other users
can see the evaluation content. This makes it necessary for suppliers
to strive to be optimal when providing products or services, for the
purpose of getting good reviews and more demand. The demand side
will also not make unreasonably and unfulfilled demand. Otherwise,
they won't be able to get products or services from suppliers in the
future. Through two-way evaluation mechanisms, on the one hand, it
helps both parties to solve the problem of information asymmetry and
provides an important basis for the matching of other suppliers and
demanders; on the other hand, it provides data support for the
establishment of credit union system and the development of good
credit habits in China.

6. Problems in the Development of Sharing Economy
in China
6.1. Lack of Supervision with Laws and Regulations
At present, there is still a lack of relevant laws on the supervision
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of China's sharing economy. There are large legal risks in the
transaction, which can lead to the occurrence of business disputes in
some trading platforms. The absence of legal supervision will bring
security risks to consumers' personal and property security, and it is
difficult to guide and regulate the behaviors of providers and the
demanders of sharing economy. The legal status and responsibilities
of platform enterprises are not clear. There are no clear rules on the
nature of the platform, industry classification, new labor relations, and
tax collection of practitioners and platforms.
In the early days of sharing economy, existing laws and
regulations in China cannot adapt to this new type of business model.
A large number of enterprises and platforms in sharing economy are
suspected of violating laws and regulations if their business behaviors
are judged according to existing laws and regulations. Lack of
relevant laws and regulations and effective supervision are the biggest
problems which sharing economy faces. The legitimacy of sharing
economy has been questioned, with big markets but no legal status.
Security omissions in sharing economy transactions exist because of
lack of effective regulation. The absence of laws and regulations have
brought many problems to the surface, including many common
problems in sharing economy, such as industry access threshold, tax
regulation, employees health insurance, etc. The problems caused by
the absence of laws and regulations and also vary from industry to
industry. For example, in the area of sharing catering ,there are food
hygiene safety problems. In the area of sharing space, there are
problems in the standard of fire fighting. In the area of sharing
transportation, there are trouble things in insurance depreciation
maintenance costs for cars.
The lack of clarity of industry norms in sharing economy has also
led to widespread homogeneity competition, driving the market
infighting. Take sharing bikes for example, its emergence is to solve
urban traffic congestion and provide convenient services for people to
travel. However, as a large number of colorful sharing bicycles have
been put on the market, there are a lot of randomly distributed bikes
on both sides of the subway and roads. Sharing bikes which are lack
of setting rules cause a new round of traffic jams and have a bad
effect on the city's clean image. Finally, which is the bottom line of
Shared resources and whether or not something can be shared are
questions worth pondering and discussing.

6.2. Imperfect Credit System
Sharing economy is a kind of credit economy, and the
development of sharing economy cannot be separated from the
establishment and perfection of social credit system. The level of
social integrity will directly affect the transaction cost. The lower the
level of credibility, the higher the transaction costs will be, which
will lead to difficulties in the promotion of shared economy model.
In terms of the current economic development speed, the
construction of China's credit system is still relatively backward, and
the problem of breach of trust is still widespread. Nowadays, with
the increase of national strength, the consumption level of Chinese
people is rising, but the overall social credit is still at a low level.
Many members of society have weak credit awareness, resulting in a
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variety of misdeeds in the market. In addition, the construction of
China's credit system started late. Its development is relatively
backward, and the foundation is also very weak. In China's legal
system, there are fewer laws and regulations on personal credit
information management. The lack of relevant laws and regulations
also affects the establishment of relevant punishment mechanism, and
cannot form a strong legal deterrent force.
Both parties of the transaction are strangers with information
asymmetry, and insincerity has become a widespread phenomenon.
The overall credit level of the society is low, and the breach of trust
is not incorporated into the law. It's just a moral condemnation,
which leads to low cost of credit. In addition, the third-party
platform has not yet carried out real-name authentication and account
binding, and the information in the platform is not transparent. Credit
evaluation is not comprehensive, and the credit agencies have not
formed a unified standard and specification.

6.3. Disclosure Risk of User Information
Sharing platforms have large databases that contain a lot of data
that is relevant to consumers and it is critical to the state. But
sharing economy is still in the immature development stage, the
corresponding laws are not perfect, and the regulation is not in place.
This can lead to information leakage, which has great negative
consequences and effects. Since people are very concerned about their
information security, it is possible that the sharing platform's improper
preservation of customer information can lead to customers' aversion
to the development of the sharing economy. Therefore, information
security of sharing platform cannot be guaranteed and it will reduce
people's trust in the sharing platform. If consumer trust fades away,
the growth of sharing economy will hamper and not go far. In the
face of such an external environment, information security of sharing
platform must be strengthened.
In terms of payment, the financial transactions under the sharing
economy are paid through the network system. However, cyber
hackers and lawbreakers often attack online payment trading systems.
Personal information of users on sharing platforms is sold to gain
benefits by cyber hackers, which can make it difficult for users to
get full protection of their personal privacy and property. Some
lawbreakers sell personal information on sharing platforms to gain
benefits, which can make it difficult for users to get full protection
of their personal privacy and property.
Take the sharing bicycle industry for example, there are more than
30 sharing bicycle companies in China at present. These enterprises
have accumulated more than 10 million bicycles, over 100 million
registered users and over 1 billion times of service. Every additional
online registration and internet access for sharing bicycles will
increases the risk of personal information leaks and security risks.
Sharing bicycle companies master the user's telephone, identity
information, payment account and other personal sensitive information.
At the same time, it also involves public transportation, urban
transportation, geographical information and other social sensitive
information. Once the information is leaked, it is wealth to the
merchant, but a disaster for the individual.

6.4. Many Conflicts with Traditional Models
Old and new things can be antagonistic, old things will make final
resistance to new things. In the industries gradually permeated by
sharing economy, traditional enterprises and emerging enterprises can
easily form more intense competition in terms of goods, technologies,
services and development modes. As a new economic development
mode, sharing economy in the competition not only helps suppliers to
develop new markets but also provides more choices for the demand
side. this to the entire social and economic development has a role in
promoting. The increase in the efficiency of the trade between supply
and demand brought by sharing economy has promoted the
development of the whole social economy. At the same time, sharing
economy will have a negative impact on traditional industries. To a
certain extent, it will compress profits in traditional industries, put
traditional enterprises under pressure to transform and even threaten
their survival.
The advantages of low price and high efficiency in sharing
economy make people appreciate it, thus crowding out the market of
traditional business model. In the case of the most popular
car-sharing, the emergence of car-sharing has greatly eased the traffic
pressure and brought great convenience to people's travel. However,
the earnings of traditional taxi companies will be hit hard. A large
proportion of consumers will not choose to take a taxi, but rather
choose their travel tools through the internet platform. The economic
benefits of traditional enterprises will be reduced to a certain extent,
which will also affect the wages and welfare of employees of
traditional enterprises. Objectively, the emergence of online booking
car industry has greatly impacted the taxi industry and divided the
"cake" originally belonging to the taxi industry. There are some areas
where online booking car owners are being attacked by taxi drivers.
In the absence of clear laws and regulations, sharing economy
evaded traditional the obligations and responsibilities of commercial
tax and social security, forming unfair competition with traditional
enterprises. Some sharing enterprises have generated illegal behaviors,
and sharing economy practitioners of has caused a certain impact on
the interests of traditional economy practitioners, which has caused a
lot of social problems worldwide.

6.5. Creating New Monopoly Models
In the operation of the sharing economy, the development of
internet and big data technologies provides a high-efficient and
high-quality match for demanders and suppliers. In the process of
operation, suppliers of sharing economy use big data technology to
carry out accurate marketing and dynamic price adjustment. This can
provide users with a higher quality experience and lower transaction
costs. The increase in number of users and transactions will
continuously improve the big data system as a by-product of the
sharing economy, pushing the two to promote each other. This new
business model determines that incumbents have more market and
consumer information than new entrants, and far more competitive
than new entrants.
The increase of users on either side of sharing economy platform
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will attract more users from the other side. Thus, a sharing economy
platform can produce the bilateral network effect. The bilateral
network effect will help large sharing platforms build up a large
number of users on the supplier or demand side, thus having a
strong market power. Because of fewer participants, small platforms
provide less choice for supply and demand side. They are less
attractive to users and cannot compete with large platforms as
effective competitors. In addition, the bilateral network effect can also
cause market barriers, so that existing monopoly platforms need not
face competitive pressure from new entrants.
The early entry platform organizations of sharing economy with
the advantage continuous improve core technology, then operate and
control the field. They manipulate the market, exclude new entrants
into the industry and eventually form industry barriers. When sharing
platform has a large number of participants who can't live without
this platform, the early entry platform organizations use the
technology to bid up the platform fees. It is not conducive to the
development of the sharing economy and the increase of people's
income.

7. Measures to Promote the Development of Sharing
Economy in China
7.1. Improve Laws and Regulations Related to Sharing Economy
When it comes to legislation on new business models, the
government needs to consider how to weigh the public interest and
the normative nature of legislation. To accommodate and support the
development of new business models, the government should review
and revise the laws that do not adapt to new business models. We
will create an open and inclusive environment for sharing economy
development through legislation. The government can make more
comprehensive regulation of the sharing economy by establishing a
hierarchical management system, and the consumers can avoid risk
and reduce their losses by buying insurance.
The government should reduce unnecessary regulation by
streamlining administration and delegating power, to make the
economic environment more secure and promote the development of
sharing economy. As a continuing innovative business model in the
course of development based on internet, sharing economy is in line
with the development trend of China's economic transformation and
industrial structure optimization. The government should encourage the
sharing industry to develop the ability to adapt and take advantage of
this new model of economic development.
In recent years, the state has also introduced some laws and
regulations on sharing economy. For example, "Interim Measures of
Service and Management for Online Booking Taxi" was formally
promulgated in July 2016. The law clarifies the legal status of the
service of online booking taxi. After November 2016, the
implementation rules were introduced across the country, and the
regulation of online booking taxi was strengthened. The government
has also enacted some new regulatory policies in areas such as
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network broadcasting and internet finance. The government should not
only regulate the development of sharing economy but also encourage
innovation. If it was just the norm, not the encouragement, the
development of sharing economy would be limited.

7.2. Perfect the Personal Credit System
First of all, improving the laws related to the credit system and
establish a complete and detailed punishment mechanism. For the
time being, there are few laws related to personal credit in China, so
the primary task of establishing a perfect social credit system is to
improve the laws. Moreover, we should establish a perfect punishment
mechanism for breach of trust and increase the punishment of
dishonesty, to be in law and to violate the law. Through information
sharing, credit information can be applied to the various parties of
economic life. Through social disciplinary mechanism, it will increase
the cost of breach of trust.
Secondly, speeding up the cultivation of credit bodies. The
government should strive to build credit rating agencies and credit
bureaus. And the government should provide good development
conditions for these institutions, and information related to credit
should be open to these them.
Thirdly, accelerating the guidance and foster market demand for
credit products. The use of credit products is relatively small in
China, so the relevant government departments should make a good
social credit environment through government credit endorsement. This
can promote credit as an essential part of people's daily economic
activities.
Finally, constructing credit evaluation system. The sharing platforms
could ensure the authenticity and credibility of the information of the
parties through the verification of identity, the binding of real-name
mobile phone numbers and bankcards. The platforms could also
enhance the user experience of the transaction process by opening the
two parties' mutual comment and rating, and establish the credit
record of the transaction process. Sharing enterprise should establish
the blacklist system and give priority to people with high credit
scores. In addition, the sharing platform should also continuously
enhance the offline auditing and service training.

7.3. Strengthen Information Security Management of Sharing
Platform
The nation needs to unite all related departments to ensure the
information security of sharing platform and establishes a long-term
monitoring system for prevention of information leakage. The
importance of network information security should be emphasized in
the school education system, which help people form the good habit
of visiting the Internet in a civilized manner. By strengthening the
way of publicity, the promotion of network security is deeply rooted
in the hearts of people. In order to improve the security awareness of
all internet users in China, the illegal behavior of users should be
controlled from two aspects of morality and law.
Meanwhile, the government should curb information leakage from
the technical level, with the method of developing computer
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technology vigorously and establishing the technological network
management system for the development of sharing economy in
China. To further strengthen the industry self-regulation of the
internet, the industry association of network management can be
established, stifling the occurrence of information leakage from the
source. At the same time, the nation need to speed up the
construction of laws and regulations on network, to strengthen the
information security management from the institution level.

7.4. Balance the Interests of All Parties Involved in Sharing
Economy
As a new business model, sharing economy injected new vitality
and impetus into the development of social economy, but we should
also see its conflict with traditional economy. The rapid development
of the large influx of sharing enterprises has brought about a great
impact on the original business structure and economic order. This
change triggered a new round of redistribution of social wealth. It is
necessary to take some measures to balance the interests of all parties
participating in the sharing economy：
Firstly, balancing the interests of traditional enterprises and sharing
enterprises. Traditional enterprises should actively respond to
challenges, seek transformation and explore new ways of development.
Secondly, balancing the service level of developed areas and
backward areas. Currently, the areas covered by the sharing economy
services in the past year have been concentrated in first-tier and
second-tier cities. The third-tier and fourth-tier cities enjoy far less
sharing services than first-tier and second-tier cities, and even some
poor areas have yet to enjoy sharing services. Therefore, it is
necessary for the government to strengthen the guidance and promote
the enterprises to take the corresponding social responsibility to
extend the domain of sharing services to relatively backward areas.
The government should constantly improve the sharing economy in
the backward areas, and truly make everyone participate and share.
Thirdly, balancing the contradiction between the supply sides and
the demand sides. The capital investment of the sharing enterprise is
large, which requires the mobilization of individual strength and idle
resources. Individual forces participate in the platform to achieve the
diversity and flexibility of sharing themes.

7.5. Speed Up the Integration of Sharing Economy and
Traditional Economy
The rapid development of internet and the push of the structural
reform of supply-side make the integration of sharing economy and
traditional economy become the inevitable trend of development. The
harmonious development of sharing economy and traditional economy
is conducive to the transformation and upgrading of economy in
China. In recent years, China has vigorously advocated the
optimization and upgrading of the economic structure. Making full
use of the advantages of sharing economy could promote the
transformation of traditional industries and advance rational allocation
of resources.

The sharing of manufacturing capacity is an important area for the
integration and development of sharing economy and traditional
economy. The state should promote the close integration of
manufacturing resources of small and medium-sized enterprises and
internet. At the same time, the government should also actively push
forward the development of sharing economy related to
manufacturing, thus promoting the transformation of traditional
manufacturing industries. From the breadth of view, the new model
of sharing economy will be rapidly popularized in various fields. In
the next few years, more and more new platform enterprises should
emerge in the fields of products, space, capital, knowledge skills,
labor services and production capacity. In depth, the integration of
sharing economy and entity enterprises will be reflected in many
aspects such as technology integration, industrial integration, data
fusion, product integration and virtual integration. The sharing genes
should be injected into the creation, labor, research, design,
production and sales services of the entity enterprises.
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A Conceptual Comparison of Organizational Citizenship Behaviors
in the Hotel Industry: Single-level vs Multi-level Approach
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Abstract
The primary purpose of this study is to attempt to advance
knowledge of organizational citizenship behaviors (OCB) by
integrating the macro and micro perspectives by proposing a
multi-level framework in the hospitality industry. We recommend the
future researchers to adopt a multi-level approach. That is, this study
is a cross-level design with a sample of hotel employees as well as
hotel customers. As the data collected will be multi-level nature, we
will use hierarchical liner modeling (HLM) to examine the
relationships between individual- and firm-level variables. Although
the topic of organizational citizenship behaviors (OCB) has been
popular in management literature, OCB in the hospitality industry is
yet to be fully examined. Understanding OCB in the hospitality is
important due to the boundary-spanning role. In the service literature,
customer satisfaction is largely influenced by the attitudes and
behaviors of service employees (Delcourt, Gremler, van Riel, & van
Birgelen, 2013; Parasuraman, Zeithaml, & Berry, 1988). According to
a meta-analysis by conducted by Podsakoff, Whiting, and Blume
(2009) show the positive effect of OCB on employee performance.
That is, employees who are willing to engage in the additional
discretionary behavior beyond role-specified behaviors are more likely
to show a high level of job performance which may ultimately lead
to positive customer satisfaction.
Keywords: Organizational Citizenship Behavior, Customer Service
Quality, Organizational Culture, Multi-Level Approach.

1. introduction
Given today’s highly competitive environment among hospitality
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firms, employees who are willing to engage in the additional
discretionary behavior beyond role-specified behaviors have been the
subject of increasing among scholars and managers (Grant & Mayer,
2009; Hoffman, Blair, Meriac, & Woehr, 2007). The organization
citizenship behavior (OCB) are defined as “individual behavior that is
discretionary, not directly or explicitly recognized by the formal
reward system, and that in the aggregate promotes the effective
functioning of the organization” (Organ, 1988). A meta-analysis by
conducted by Podsakoff, Whiting, and Blume (2009) supports the
evidence that there is a positive relationship between OCB and
employee performance. That is, employees who are engaging in
organizational citizenship behavior are more likely to show a high
level of job performance. The OCB is especially important in the
hospitality industry where employees are the core factor that can
significantly influence customer satisfaction and customer loyalty
(Stamper & Dyne, 2003). The front-line employees in the hospitality
industry are strongly recommended to go beyond a minimum
requirement to satisfy various customers’ needs. As customer-contact
employees interact with customers frequently, an employee with high
OCB strives to provide customers with a personalized service to
make them feel important. The OCB may able to improve fellow and
managerial productivity, strengthen coworker’s tie for organizational
learning, and enhance resources and information among organizational
members (Organ, Podsakoff, & MacKenzie, 2006).
Despite advances in in our understanding of OCB, there are
particular areas in which more research is needed. First, while
previous studies have focused the impact of OCB on job performance
(e.g., Podsakoff, Whiting, & Blume, 2009), research examining the
relationship between OCB and service quality in the hospitality
industry has been rather limited. Thus, our study contributes to
hospitality literature by focusing on the impact of OCB on customer
perceived service quality.
Second, previous studies have focused either individual differences
or contextual factors as antecedents of OCB (Kozlowski & Klein,
2000). Researchers have yet to consider the dynamic interplay
between the individual-level and contextual factors at the same time
in the hospitality management literature. Our study extends to
previous hospitality studies by exploring the impact of individual and
context difference simultaneously on OCB using a cross-level
approach.
In sum, the purpose of this study is to attempt to advance
knowledge of OCB by integrating the macro and micro perspectives
by proposing a multi-level framework in the hospitality industry.

156

Jichul Jang, Jaebeom Suh, Hyejin Kwon, Yong-Cheol Hwang / 13TH INTERNATIONAL CONFERENCE 155-157

2. Conceptual Model Development
2.1. Single Level Approach
Based on the research shown in the literature review, the
conceptual framework is developed. The model posits the relationship
among customer orientation, perceived organizational support, and
organizational citizenship behavior. Customer orientation and perceived
organizational support can be explained by the antecedent as
organizational citizenship behavior. Consequences of organizational
citizenship behavior are expressed by employees’ perceived service
quality. Also, different organizational cultures (i.e., a market culture,
an adhocracy culture, a clan culture, and a hierarchical culture) are
viewed as the moderating variable on the relationship between
organizational citizenship behavior and employees’ perceived service
quality.

2.2. Multi-Level Approach
Despite the growing importance of both approaches in the
hospitality management literature, very few studies have focused both
the macro and micro approach at the same time in the same model
by developing a multi-level framework in the hospitality management
literature. Examining interaction across the level plays crucial role in
providing a comprehensive explanation of what kind of employees are
actually engaging in OCB as well as what king of organizational
culture can foster service employees’ OCB as well as service quality.
Furthermore, investigating across the level show us whether the effect
of individual differences on service employees’ OCB may vary under
different contextual factors (that is organizational culture).
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A Study on the Growth Mechanism of Burger King Based on Dynamic Models of
Success and Failure of Businesses
Sang-Youn Lee**

Abstract
This study is to propose a creative idea for constant business
growth and development by examining characteristics of business
outcomes by phase, which are “growth” and “erosion and stagnation,”
respectively. During the growth period of Burger King, the company
promoted its brand very successfully with aggressive and creative
marketing activities. However, due to the founder’s disposal of
management rights and the following changes in the management, the
company had no choice but to lose focus on its business philosophy
and brand management, and eventually it had to face the big crisis
(resonance). However, Burger King resumed lifting on the stock
exchange by making great efforts to clearly identify the current issues
and seek solutions. According to the case study of Burger King, the
most crucial factor in the success and failure of businesses is that the
corporations should inspect the present and focus on developing a
long-term strategy for the future and actively fulfill the actions. There
will be chances of winning if we change conditions of individuals or
organizations to an organic system in terms of being creative. There
is a hopeful message here that an individual or small business may
have more advantages in the era of the idea and innovation.
Keywords: Fast Food, Growth, Erosion, Stagnation, Resonance,
Success and Failure of Businesses, Dynamic Model,
Franchise.

1. Introduction
Why is a strong country which has gained supremacy in the world
being collapsed by an uncomparably small tribal state? Why is a
conglomerate which has dominated the market left behind the small
business? Coudn’t it be probably that the world powers or big
companies are caught in a trap where they can no longer make new
ideas and innovations? In the world history, there has been found the
same pattern in the rise and fall of one nation; businesses are no
exception. Where Good Ideas Come from, one of the New York
Times Best Sellers in Business Books of 2012, highlights the pattern
in the preface as follows: “Living things, when they are creative,
have tendency to be attracted to a certain repetitive pattern. And this
* Professor, Dean of School of Business Administration, Caroline University,
CA, USA. Tel: +82-2-409-2020, E-mail: rmi21lee@hanmail.net

pattern appears repetitively in an obviously recognizable way.” In
summary, we can discover and plan creative ideas from patterns, and
the patterns of successful companies can be found on case study and
case research. This study is based on Burger King to propose a
creative idea for constant business growth and development by
examining characteristics of business outcomes by phase, which are
“growth” and “erosion and stagnation,” respectively.

2. Theoretical Consideration of Study on Success
and Failure of Businesses and Dynamic Models
Promising management theorists have found out the same pattern,
which is the formula for business success, by analyzing cases from
successful and failed businesses. The study results on success and
failure of businesses by representative scholars can be shown on
<Table 1>.
<Table 1> Study on Success and Failure of Businesses
Scholar

Contents
Extracted eight success factors in 1982 from 43
selected companies. Two third of the companies
Peters, T., &
fell within five years.
Waterman, B. (1982) - Provided eight proposals, including contradiction
management, customer adherence, focusing on
core business, simplifying organizations
Proposed eight factors of successful corporations
Collins, J. et al.(1996) (1996), however, later estimated that these factors
Collins, J.(2001)
are useless as they lack practical alternatives
(2001)
Proposed that the cause of super companies’
Christensen, J.(1997)
failure is the collapse
Discovered that even the existing/established
world-class corporations are falling due to the
emerging promising business
- The recession of Motorola in the mid 1990s
Hamel, G.(2000)
could be found in the sudden rise of Nokia
which was newly entered the communication
business market from the pulp industry
Source: Kim (2007).

However, their efforts turned out to be fruitless because they
simply tried to identify the rise and fall of businesses in a binary
way which was simply based on success and failure. In fact,
successful businesses face a crisis due to lowered competitiveness
internally, and their fate (whether to be leaping again or decline)
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largely depends on how they respond to the crisis. In the end, on the
other side of the success and failure exists the turning point, which
is a crisis, and as a result of challenging the crisis from in and out
they either become successful or failed. Therefore, it is necessary to
identify the occurrence and diffusion of the crisis on a dynamic
model to avoid the binary thinking, but to be organically organized
in the thinking process. According to the “Dynamic Understanding of
the Success and Failure of Businesses” published in 2007 by SERI,
the success and failure of businesses can be analyzed largely by
dynamic and static perspectives. The static perspective is to
understand a crisis as a simply one-time event or as a linear
causation. Thus, it has a limited understanding of the overall situation
and has limits to investigating the foundational cause and developing
long-term countermeasures. On the contrary, the dynamic perspective
is to understand the crisis as circulating process of the overall
system. Thus, it divides elements of the crisis as external and internal
ones to understand the crisis as the causal relationship of each
element. Considering that a crisis is caught in a viscous circle and
triggers a chain reaction amid the internally accumulated fear factors
interacting with the external threat-causing ones, there is no option
but to take the dynamic perspective which is more valid than the
static one in organically identifying the success and failure of
businesses.
In the dynamic model of success and failure of businesses, the
“growth” means the virtuous cycle, where the strength of corporate
system enhances management achievement/performance, which
consequently reinforces the system capacity. Next, the “erosion” is the
stage where the growth loop goes habitual and lose suitability, which
progresses with the growth loop at the same time. “Resonance”,
which is the pre-stage of the decline, is where both internal erosion
elements and external threat factors interact, which leads to
deterioration of corporate performances and disturbance of the system.
Lastly, the “decline” is the changing process where the shock from
the resonance goes beyond the absorption and control capacity of the
initial system, which becomes vicious circle from the virtuous cycle.

3. Analysis on the Success and Failure Mechanism
of Burger King based on the Dynamic Model
In a business strategy of companies, when there exists a strong
No.1 business, the No.2 follows what the No.1 does, which is so
called me-too strategy, which is helpful in terms of business
management. Burger King would have become no. 2 in the market
position if it had followed what McDonald’s had done. However,
even if the company has an excellent strategy, if external threat
elements are not to be overcome by the internal capacity, the
company would fail as the case of the fall of the Roman Empire,
including the fall of noblesse oblige, decline of citizenship, relaxation
of military mentality, which led to the movement of the Germanic
people and the inflow of Christianity, which were the “external
threats.” Burger King had to experience the erosion and stagnation
from repeated listing and de-listing in the stock exchange, through
four-time changes in the founder and management to the private

equity firm. The characteristics by phase are as follows:

4. Conclusion
Justice Holdings of Great Britain which acquired 29% shares in
2012 from the Brazilian private equity firm, 3G Capital, took the
aggressive strategy by introducing the new menu and public relations,
and was de-listed from the New York Stock Exchange (NYSE) in
2010, however it regained its global standing in the world’s No.2
hamburger chain by resuming listing to the NYSE within two years,
in June 2012. The company revealed that it would focus on boosting
the company value through actively investigating in some regions in
the North America and emerging countries such as Russia and China.
In Korea, Burger King was first introduced in 1984 by
Hyubjinyanghaeng and later stores were operated under direct
management by SRS Korea of Doosan Group. However, Burger King
was sold to Vogo Fund, Korean private equity firm, at KRW 100
billion in November 2011 and Vogo Fund revealed that it would
switch to the franchisee system as the same case of the U.S
headquarter. Vogo Fund also added that it will expand its domestic
operations up to 300 stores in 2018 to go head to head with
McDonald’s and to eventually expand its market share in Korea. As
learned from above so far, companies grow, erode, stagnate and
decline or constantly persue to grow through repeated revitalization
like a country. Burger King in its growth period was successful in
branding by carrying out aggressive and creative marketing activities.
However, due to the sell-off by its founder and the following
replacement of the management, Burger King had no choice but to
pay less attention to retaining consistency in business philosophy and
brand management, resulting in facing a great crisis (resonance) which
was de-listing from the stock market due to the external threat
(well-being trend). However, Burger King resumed listing by clearly
identifying current problems and finding solutions and is now getting
ready to go head to head with McDonald’s under its initial slogan,
“Have it your way” in the regions in North America and emerging
countries which the company has overlooked so far. Then what is
most important element in determining success and failure of
businesses? There could be multiple answers to this question, but the
thing is that companies should always examine the present and focus
on establishing a long-term strategy for the future and actively put it
into actions. McDonald’s may lose the power to innovate itself in the
future if it becomes routinized. There will be chances of success if
individuals or organizations switch to the creative and organic
network. In the era of idea and innovation, there is a message of
hope here that individuals or small businesses may have more
advantage over big ones.
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Analysis of Causal Relationship between Chinese Restaurant Chefs’ Work
Environment and Burnout: Focused on Moderation Role of Enthusiasm
Sung-Woo Lee*, Choung-Seob Shin**, Hun-Jung Jung****

Abstract
This study attempts to enhance the competitiveness by improving
Chinese restaurant chefs’ work environment and analyzes its effect on
work environment and burnout. Also, it analyzes to see if there is
moderation role of enthusiasm between work environment and
burnout. Based on the analysis, the present study aims to suggest
more effective measure of human resource management by reducing
burnout and turnover through providing chefs with more stable and
consistent work environment and through their enthusiasm. Through
the result of testing hypotheses from 1 to 3, work environment
factors – such as welfare environment, human environment, and
institution environment – turned out to have significant effects,
whereas institution environment did not. To test <Hypothesis 4>,
moderation role of enthusiasm was tested, and the result is as follow:
(1) As a result of interaction between work environment and
individual’s sense of accomplishment, it turned out that human
environment had significant effect, whereas welfare environment and
institution environment did not. (2) As a result of interaction between
work environment and depersonalization, welfare environment, human
environment, and institution environment sis not have significant
effect. (3) As a result of interaction between work environment and
emotional depletion, work environment had significant effect, whereas
human environment and welfare environment did not.
Keywords: Work Environment, Burnout, Enthusiasm, Obsessive
Passion.

1. Introduction
In keenly competitive society, corporations metamorphose
themselves by rapid change, globalization, and diversity. This has
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made members of corporation pursue adaption to new environment
and innovation. This has a big impact on human resource
management environment. Especially, as a labor-intensive industry,
restaurants have high reliance on human resource of employees
compared to other industries. (Um & Lee, 2004).
Restaurants still have limitation for mechanization as most of the
work require manual labor, and this makes them to have high
dependence on human resources (Shin & Kim, 2005). Moreover, work
itself has highly specialized traits, including definitude on
responsibility (Chae, 2006). Also, chefs require high work ethic as
their work environment has noise and high physical fatigue due to
dangerous apparatus and heat, and has high turnover rate because of
heavy workload with limited personnel, irregular vacation and working
hours, low compensation, and requirement of concentration (McCabe,
2001). As an important factor of accomplishing organization’s goal
under chefs’ work environment, burnout and enthusiasm have been
politicized (Shin & Kang, 2007).
Under this circumstance, restaurant’s quality of service produced by
human resources, determined by endowment of chefs, depends on
work environment toward human resources unlike other industries. In
order to provide quality service, providing good work environment
and enthusiasm leads to reduced burnout and turnover. Through this,
restaurants can achieve one of the most important factors for
accomplishing organization’s goal and producing quality of service.
Recently, there has been increased attention in restaurant industry
toward work environment and burnout, which has led to increased
study regarding it. In order for chefs’ work environment to have
positive effect on burnout, the role of organization’s support is
important. Active support from organization or superior has ability to
increase chefs’ job satisfaction and to suppress job dissatisfaction
(Kim, 2016). Therefore, verification test on effect of sympathy of
chefs and customers on chefs’ emotional labor and effect of chefs’
work environment on work satisfaction and burnout. Also, there is no
study on structural causal relationship on work environment and
burnout or enthusiasm yet.
It is said that chefs’ kitchen environment in restaurant have
enormous effect on chef’s work. Especially, chefs interact with
incidents and people by establishing, maintaining, or destroying
relationship with kitchen environment. If interaction is uncomfortable,
chefs try to reduce or block relationship. If someone is experiencing
or expressing stress, it means that there is subject of stress. Since
there is always interaction with superior, subordinate, coworker in an
organization, people have to consider only people experiencing their
stress but also people receiving stressing expression.
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In case of study on common Chinese restaurant chef’s work
environment and burnout, there has been some progress, but still is
insufficient. Therefore, the present study analyzes Chinese chefs’ work
environment on burnout. Also, it attempts to analyze if there is
moderating effect of enthusiasm between work environment and
burnout.
Based on analysis, the present study aims to provide more efficient
way or managing Chinese restaurant’s human resources by providing
chefs with stable and consistent work environment and reducing
burnout or turnover through enthusiasm.

2. Theoretical Background
2.1. Work Environment
Work environment refers to all the situations which directly or
indirectly influences responsibility given according to job or position
and duty. Work environment usually means environment in work
place, and comprehensive meaning of work place is subjective, and
scholars have different definition of it leading to various research
result (Lee, Kim, & Shin, 2015).
Work environment refers to degree of satisfaction in which
members of organization are (Park & Kim, 2012). Therefore, work
environment was defined as comprehensive concept which includes
individual-driven values – such as compensation, promotion, job
stability, and interest – and public value and job conditions – such
as autonomy, altruism, and publicness (Kim & Lim, 2009).
Scholars have suggested different factors which influence work
environment (Hackman & Oldham, 1975; Gilmer, 1966; Locke, 1976;
Cook, Hepworth, Wall, & Warr, 1981; Perter et al., 1975; Smith et
al., 1969; Stamps et al., 1978; Cook, Hepworth, Wall, & Wall, 1981;
Sershore & Taber, 1975; Ackman & Oldham, 1975; Jayaratne &
Chess, 1981; Stinlhamber & Vandenverghe, 2004; Yoon, 2004; Kim,
2005; Suh, 2013; Han, 2016; Park & Sul, 2011; Ahn, Oh, & Jung,
2013; Lee, 2015, 2016; Park & Yoon, 2014).
As internal factors which influence work environment, Porter et al.
(2015) suggested task responsibility, meaningful tasks, exhibiting
various techniques and abilities, opportunity and participation during
activity, autonomy, and information exchange. And they suggested
compensation, welfare benefits, supervision, promotion and coworkers
as external factors. Smith et al. (1929) divided work environment
factors into five categories – task, compensation, promotion,
supervision, and coworkers. Stamps et al. (1978) divided work
environment factors into six categories – compensation, autonomy,
working condition, policy and rule of organization, interpersonal
relation, and importance of tasks.
Locke (1976) divided work environment into task or situation and
performer. Task and situation included six factors – task itself,
compensation, promotion, recognition, working condition and fringe
benefits. Performer included factors such as value, technology, ability,
supervisor, coworker, customer, etc. Sershore and Taber (1975)
consolidated various scholars’ studies and divided factors relevant to
leading variable of work environment into environmental factors and

personal factors.
Suh (2013) saw work environment as a situational factor which
includes physical environment influencing job performance and a
physical characteristic – including working condition, working
condition related to time, and social working condition – as well as
tangible and intangible factors recognized by members of organization.
Lee (2015, 2016) referred work environment as general
environment which includes individual working condition and
environment which helps workers do their tasks efficiently. He
divided work environment into facility environment, job environment,
and personal environment. Park and Yoon (2014) performed factor
analysis regarding work environment, and differentiated it into
personal environment, welfare environment, and facility environment.
As a result of reviewing these prior studies, the current study
attempts to use work environment factors to measure personal
environment, welfare environment and facility environment.

2.2. Burnout
For studies on burnout, it is hard to differentiate cause and effect
clearly (Cooper, Dewd, & O’Driscoll, 2001). Schaufeli and Enzzmann
(1988) organized studies on leading variables of burnout into
individual, interpersonal, and organizational levels using MBI (Maslach
Burnout Inventory). Cordes and Dougherty (1933) organized cause
and effect of burnout based on various scholars’ studies.
Although many studies are in progress (Maslach, 1978; Maslach &
Jackon, 1981, 1986; Fisher & Gitelson, 1983; Ganster & Schaubroeck,
1991; Walkey & Green, 1992, Schaufeli & Bakker, 2004), there is a
few studies on chefs (Park, 2010; Kim, Yoon, & Jung, 1991; Heo &
Lee, 2015; Kim, 2016).
Maslach (1978) defined burnout as loss of interest in workers as a
response to stress related to work. This loss of interest means specific
reaction tendency to face other people mechanically. Maslach and
Jackon (1981, 1986) sorted elements of burnout into emotional
exhaustion, deindividuation, and reduced performance.
Leiter and Maslach (1988)’s study suggests interpersonal contact or
encounter type as a leading factor or burnout. They divided
interpersonal contact or type into pleasantness and unpleasantness, and
they show that unpleasant encounter to coworker or supervisor has
positive relationship with emotional exhaustion and that pleasant
encounter to coworker or supervisor has positive relationship with
personal accomplishment. It is hard to say that it is pleasant to
encounter a customer with lack of information on task or to
encounter supervisors while there is lack of consistency in terms of
work directive. Therefore, these factors can contribute to cause
burnout.
Ganster and Schaubroeck (1991) sees burnout as chronic emotional
pattern of a member of an organization to work environment
surrounding him. Burnout is in one of the work stress which happens
in work situation with occasional interpersonal relationship and stress.
In a review related to burnout, Cordes and Doucherty (1993) insists
that these patterns of members in working situation hinders work
performance and is a different type of work stress syndrome from
general stress syndrome.
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Walkey and Greens (1992) insisted that the loss of personal
accomplishment it not one of the core components or burnout.
Cooper et al. (2001) insisted that it is unclear to see cynicism
represent burnout in study’s job. In a study which investigated
burnout and job passion’s job requirement-resource model, Schaufeli
and Bakker (2004) insisted that it is more suitable to say that
personal accomplishment (job efficiency) is a sub-factor of job
passion which is positive antonym of burnout.
Based on above previous study results, the current study attempts
to use loss of accomplishment, deindividuation, and emotional
deprivation to measure burnout factors.

2.3. Enthusiasm
The Middle age philosophers considered passion and action of
unreasonable emotional desire which includes pain and passivité. An
enthusiastic individual about something will bring up unreasonable
thinking and behavior since he is controlled by that passion. In
Christianity’s point of view, enthusiasm was a sin and a way to
grow way from God (Meyer, 2004). Other philosophers stated that
rationality belongs to the “high level” of human’s mentality, whereas
enthusiasm is an action of “emotional desire” which belongs to “low
level” (Thomas). Enthusiasm is said as “various tendencies which
carry pleasure and pain” and intrinsic treat of “irrational part” of
human mentality (Kim, 1987; Meyer, 2004; Vallerand, Blanchard,
Mageau, Koestner, Ratelle, Léonard, Gagné, & Marsolais, 2003).
However, enthusiasm is fundamentally not a negative thing, and
philosophical studies on definition and value of enthusiasm had
influence on psychology, education, and management (Kim, 1987;
Kim, 2004; Kim & Lee, 2004; Rousseau, Valleranc, Ratelle, Mageau,
& Provencher, 2002). Especially, psychologists defined enthusiasm as
“the ultimate goal to achieve emotionally important result”, and
emphasized motivational side of enthusiasm (Frijda, Mesquita,
Sonnemans, & Van Goozen, 1991). People tend to invest more time
and effort to accomplish their important goals.
In detail, Vallerand et al. (2003) defined enthusiasm as “strong
tendency for people to invest their time and energy for things that
they value” and insister dualistic approach. Dualistic approach states
that depending on whether “enthusiastic activity internalize individual’s
self and identity”, it can be classified as harmonious passion or
obsessive passion (Vallerand et al., 2003).
Most of the previous studies focused on positive effect of
enthusiasm such as high accomplishment (Vallerand, Mageau, Elliot,
Dumais, Cemers, & Rosseau, 2008) and well-being (Carpentier,
Mageau, & Vallerand, 2012). Even though enthusiasm can be deemed
as positive thing when it is controlled by an individual and based on
rationality, enthusiasm can be negative when there is no control of
behavior (Mageau et al., 2009). In detail, positive enthusiasm can be
necessary nutrition for high accomplishment (Vallerand et al., 2008),
but unreasonable enthusiasm can cause collision with ordinary things
(Vallerand, 2010), or guilt, waste of time and money, or anxiety (Lee
et al., 2014).
In response, Vallerand et al. (2003) considers that in Deciand
Ryan (1985)’s self-determination theory, harmonious enthusiasm comes
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from internalization of behavioral regulation, but obsessive enthusiasm
comes from individual and interpersonal pressure when internal desire
is not satisfied (Mageau et al., 2009). In turn, Rousseau, Vallerand,
Ratelle, Mageau, and Provencher (2002) came up with measurement
item of harmonious enthusiasm and obsessive enthusiasm, and is
credibility and validity was investigated by various following studies
(Lee et al., 2013; Ratelle et al., 2004; Wang & Chu, 2007).
In the current study, based on dualistic enthusiasm theory,
Vallerand et al. (2003)’s chef’s harmonious enthusiasm is considered
to come from internalization of behavioral regulation, whereas
obsessive enthusiasm is considered to come from individual and
interpersonal pressure when internal desire is not satisfied (Mageau et
al., 2009).
Based on previous studies, the current study attempts to use
harmonious enthusiasm and obsessive enthusiasm to measure
enthusiasm factors.

3. Research Design
3.3. Research Model and Hypotheses
The current study attempts to enhance competitiveness by
improving Chinese restaurant chefs’ work environment and analyzes
its effect on work environment and burnout. Also, this study analyzes
to see if there is moderation role of enthusiasm between work
environment and burnout.
Research model of the current study, based on supervision of
previous studies and related document, is as follow:

<Figure 1> Research Model

<Hypothesis 1> Chef’s work environment factor will have effect
on loss of accomplishment among burnout
<Hypothesis 2> Chef’s work environment factor will have effect
on deindividuation among burnout
<Hypothesis 3> Chef’s work environment factor will have effect
on emotional deprivation among burnout
<Hypothesis 4> Chef’s enthusiasm (obsessive enthusiasm) factor
will have positive moderating role between work
environment factor and burnout.
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The Effects of Business Startup Education of Restaurant Founder on Transfer Effect
in Learning and Entrepreneurial Intentions
Gyu-Sam Hwang*, Hun-Jung Jung**, Choung-Seob Shin****

Abstract
This study analyzes the impact of restaurant startup education on
transfer effects in learning and entrepreneurial intentions based on
previous research. Also, problems and ways to provide effective
business startup education for a restaurant founder will be proposed
based on the result. By conducting direct investigation total 511
surveys were used for the analysis. First, as a result of the impact of
which factor of a restaurant founder’s startup education has a positive
impact on transfer effect in learning (the satisfaction of startup
education and learning transfer), law education, entrepreneurship
education and business district analysis education and practical
education have turned out be positively related variables. Secondly, as
a result of the impact of a restaurant founder’s startup education
satisfaction on transfer in learning, it has been identified that startup
education has a positive impact. Lastly, by conducting an analysis to
find out which factor from a restaurant founder’s transfer effect in
learning has an impact on entrepreneurial intention, all variables,
including startup education satisfaction and transfer effect in learning,
are positively influencing factors. As startup education satisfaction of
a restaurant founder is increasing, there is a higher level of transfer
effect in learning. Moreover, as transfer effect of startup business is
getting higher, it has an impact on entrepreneurial intention.
Keywords: Restaurant Founder, Startup Education, Transfer Effect
in Learning, Education Satisfaction, Entrepreneurial
Intentions

1. Introduction
Twenty first century is called as knowledge information society. In
the past industrial society, ‘just working hard’ job (server) spirit was
needed. It is difficult to bring that past job spirit to deal with
information society due to the change in servitization of economy and
from few products with massive quantity to variety products with
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small quantity.
Currently, the concept is changing from lifetime job to lifetime
career, and there is a high percentage of unemployment since it is
easy to lose devotion to one’s company if the job is not preferred
one. Constantly, the government has tried to provide employment
opportunity and activate trade. Moreover, there is a lot of policy has
pushed to support small medium enterprise.
Even though there are proactive supports from the government,
there is a pressure regarding limit of creating job vacancies in life
except public part. And due to the pressure, the percentage of
unemployment is not decreasing. To solve this issue, creation of
employment is highly needed.
Entrepreneurship should meet the requirements by the time period.
Especially, the government should recognize about the importance of
entrepreneurship and provide a lot of startup business supporting
program for the activation of entrepreneurship. As stated,
entrepreneurship can active economic and have huge social, economic
and cultural impacts by creating employment. Furthermore, as the idea
of lifetime job is fading, there is higher interest and desire regarding
entrepreneurship based technology and function. Since competency, for
starting up a business, can be acquired, it is important to provide
startup business education program to enhance entrepreneurial
intention.
Previous studies proposed success and failure factors regarding
small-medium enterprise, venture business and small and micro
business. Each university, education institute and small-medium
business laboratory actively have conducted a research about
entrepreneurship education, current status, the way to develop and the
invention of related programs. However, still more studies should be
conducted regarding practical entrepreneurship education for small
business founders (Jang, 2003; Kim, 2009; Park & Kwon, 2009; Ban
& Jang, 2010; Park & Ko, 2011; Park & Ko, 2012; Lee & Won,
2013; Yang, 2014; Choi & Kwon, 2014; Hwang, Kim, & Park, 2017).
To the successfully startup a restaurant, entrepreneurship education
is highly required. These days, there is an entrepreneurship education
program for those who are interested in starting up own businesses
and founders. However, there is a lack of practical education,
regarding starting a business, and entrepreneurship educational strategies
which distract entrepreneurship education (Jeong & Min, 2008).
This research conducts an empirical analysis of the impact of an
entrepreneurship education for those who are interested in starting up
a restaurant on startup education satisfaction and education transfer.
Moreover, it also analyzes the impact of startup business education
satisfaction and education transfer of restaurant founders on
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entrepreneurial intentions. Based on the research, this report will
propose problems and the way to operate for the effective a
restaurant founder’s entrepreneurship education. Furthermore, this tries
to provide the basement to fulfil needs and interests, for those who
are interested in starting up a business, toward entrepreneurship
education institutes, and strengthen the will to startup a business.

2. Theoretical Background
2.1. Entrepreneurship Education
As entrepreneurship education has spread in 2000s, specific
problems have been pointed in different point of view. On the side
of entrepreneurship education program, the profession of
entrepreneurship education has been much required than general
management education, and there were some issues that experiencing
should occupy higher position than theoretical education (Lee, 2006;
Han, 2007; Moon, Kwon, & Moon, 2008).
There is a lot of research, about entrepreneurship education
programs, which has been conducted by scholars and in related
institutes (Lee, 1998; Kang, 2007; Jeong & Cha, 2008; Jeong, 2008;
Park & Kim, 2009; Lee & Hwang, 2010; Park & Ko 2011; Park,
2012; Kang & King, 2013; Lee, Kim, & Kim, 2013; Park, 2014;
Hong, 2015; Hwang, Kim, & Park, 2017).
Lee and Kim (2012) if the level of students’ education satisfaction
is increasing by developing the quality of entrepreneurship education,
the loyalty regarding entrepreneurship education is getting higher
which could increase effectiveness and result in the increase in the
will of starting up a business Park and Kim (2009) claimed that
different programs are needed for those who have different
background knowledge. Lee and Park (2014) stated that the
educational support is needed to develop deficient competency by
measuring the education target’s entrepreneurship competency.
Moreover, No (2016) conducted an empirical analysis regarding the
satisfaction of founders’ entrepreneurship education program (business
district analysis education, law education, practical education and
founder’s mind education). As a result of the study, it has been
identified that the satisfaction has a positive influence on the
entrepreneurial intention.
In Crant (1996)’s analysis, it is claiming that entrepreneurial
intention has a positive relationship with the level of education, and
if the level of education is high, the entrepreneurial intention is also
presented as high. Moreover, in Solesvik et al. (2014)’s research,
university students’ participation in entrepreneurship education has a
positive influence.
In spite of the direct (Fayolle et al., 2006) and positive relationship
(Clark et al., 1984) of entrepreneurship education and the
entrepreneurial will, some studies could not clarify interaction (Wu &
Wu, 2008; Rodrigues et al., 2012) and even find negative impacts
(Oosterbeek et al., 2010). Moreover, Jo (2014) claimed the medium,
which is entrepreneurship education satisfaction, has an effect on
entrepreneur spirit (fulfilling desire and enduring risks) and the
entrepreneurial intention. Especially, in Solesvik et al. (2014)’s study,

it has been stated that, in the entrepreneurship education moderator
effect, the influential relationship between cultural factor and
entrepreneurial intention statistically has no impact to each other.
Hostager and Decker (2005) claimed that startup business education
has a positive impact on entrepreneurial will while general
management education has no influence on entrepreneurial will. In
Kierulff (2005)’s research, Polish startup business education can
change by substituting negative point of views and uncertainty.
Diffley (1982) showed that entrepreneurship education can be an
important factor to change negative views.
This study will analyze the effect of startup business education on
those who prepared to start a business or already started a business.
To conduct a research, some factors, law education, founder spirit
education, practical education and business district analysis education
has been extracted based on previous study.

2.2. Transfer Effect in Learning
2.2.1. Entrepreneurship Education Satisfaction
Entrepreneurship Education Satisfaction is included in the concept
of the first level of four evaluating models by Kirkpatrick (1994),
which means “the reaction of participants of entrepreneurship
education how they satisfied”. Benigno and Tretin (2000) defined as
the “subjective evaluation of leaners regarding the overall variables
for the education program, such as education environment, teacher
and education evaluation”. Huang (2000) and Koo (2004) stated that
it is satisfaction regarding physical environment, such as stability and
function.
Merriam and Merriam (2001) claimed that when learners satisfy
with the education, they accept the learnings as theirs which causes
effective influence in education. As a result, Philips (2001) seen
education satisfaction as an important factor of acquiring knowledge.
Usually, education satisfaction is analyzed and evaluated by collecting
surveys which were distributed after the education. The satisfaction of
learners is evaluating in personal point of view, not only the contact
of the education program, but also education environment, teachers
and education evaluation.
Park and Kim (2009) defined entrepreneurship education program
satisfaction as “the difference between the expectations toward the
program and the satisfactory level of enjoyable feeling, attitude and
desires”. The satisfaction caused from startup education program
expedites conscious and unconscious desires which can maximize the
effect of education. Therefore, entrepreneurship education satisfaction
has an impact on entrepreneurial intention.
From the previous studies, it is possible to identify that
entrepreneurship education satisfaction is defined as “the level of
satisfying learners’ expectation with the education contents and
teachers”.

2.2.2. Transfer Effect in Learning
Transfer effect in learning is defined as “the result the level of
learners’ development and changes and acquired knowledge and
technology (Astin, 1991). Kirkpatrick (1994) considered it has the
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second level of four level evaluation model, which is the result of
education evaluation.
Alliger et al. (1997) and Goldstein (1993) clarified the area as the
ability of understanding, which is explaining and deducting, and
behaving area, which is practical and detailed use, by atomizing the
level of achievement based on outcomes.
As the number of entrepreneurship related education is increasing,
there is a lot of studies has conducted. Collins et al. (2006) identified
through empirical analysis that while entrepreneurship education,
including linage between school and work, requires a lot of time and
cost, there are positive reactions from participants. Harris and Gibson
(2008) conducted surveys to university students, and found that
attending startup business related education is depending on the
attitude towards entrepreneurship. Especially, from the research, it has
been identified that when female students attend the session, they
have greater willing to start a business.
Based on previous research, this paper defined the transfer effect
in learning as “the level of acquired behavior that learners specifically
use what they have learned into real work environment, which were
acquired through education.

2.3. Entrepreneurial Intention
Entrepreneurial intention is “the very first level which influences to
actually start a business which plans entrepreneur and establish an
organization” (Kim, Han, & Lee, 2016). Through a lot of studies, it
is easy to discover that entrepreneurial intention has a major influence
on starting up a business (Veclana et al., 2005; Park & Kang, 2007).
This is highly affected by personal and environmental environments.
McClelland (1965) and other researchers conducted an analysis that
those who startup a business’ achievement desire is an important
precedence factor for entrepreneurial intention and actually starting up
a business.
Komives (1972) researched by targeting entrepreneurs who
succeeded in new technology field, and as a result, all of them had a
high level of achievement desire. Achievement desire is a crucial
factor and variable which have a positive impact on entrepreneurial
intention, and highly related to initiative and progressive spirit
(Krueger, 1993; Lee, 2000). Johnson (1990) re-analyzed overall 23
research results to find out the relationship among entrepreneurship
desire and the behaviors and tendency regarding starting up a
business, and figure out from 20 studies that achievement desire and
the behavior and tendency regarding starting up a business have a
positive influence to each other. Moreover, among personal
characteristics, those who have a high level of self-efficacy has a
positive relationship with entrepreneurial intention since they believe
their competency and control of the environment in uncertain
conditions.
Other personal factors are usually focusing on psychological
factors, such as emotional ability and initiative which influence
entrepreneurial intention. A research regarding entrepreneur directivity
claims that personal tendency, such as achievement desire, risk-taking,
progressive spirit and autonomy, influences entrepreneurial intention.
Lee (2000) proposed that out of achievement desire, internal control
and self-efficacy, control factor and achievement desire have an
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impact on entrepreneurial intention. Yoon (2004) claimed that business
orientation, self-efficacy towards starting up a business and network
environment positively influence entrepreneurial intention.
No, Jin, and Kim (2016) analyzed the impact of starting up a
business education program satisfaction on entrepreneurial intention,
and it has identified that a restaurant starting up education program
(business district education, law education, practical education and
entrepreneurship education) have a positive impact on entrepreneurial
intention.
Jeon, Kim, and Son (2015) analyzed a data collected from 300
individuals have no common who just have experienced startup
business program to identify the impact of startup business education
program on the recognition and intention of startup a business. And
as a result, the satisfaction level of startup a business education
program has positively influences entrepreneurial intention and
recognition. Especially, entrepreneurship education program and law
education program from the startup a business education program
factors, have the highest impact.
Hwang, Kim, and Park (2017) have done simple regression
analysis regarding entrepreneurial education satisfaction and intention.
As a result, the satisfaction of startup a business education has a
positive impact while startup a business education satisfaction and
entrepreneur confidence do not role as controller between startup a
business education satisfaction and entrepreneurial intention.

3. Research Model and Hypotheses
Research model of the current study, based on supervision of
previous studies and related document, is as follow:

<Figure 1> Research Model
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A study on Mobile Service Quality on Customer Satisfaction and
Repurchase Intention: In China Datas
Shuai Su*, Lixiai Liu***

Abstract
The rapid development of Internet makes electronic commerce
become a new favorite business mode, and the popularity of mobile
network and mobile innovation leads to a new round of business
innovation, i.e., mobile e-commerce. With the largest mobile Internet
users in the world, China has a potentially large customer base in
mobile e-commerce. Mobile e-commerce has preliminarily developed.
However, because of the service quality factors of mobile e-commerce
and the imperfect pattern, consumers are lack of satisfaction in
mobile e-commerce. When using mobile devices for e-commerce
transactions, consumers often use it for small transactions, which
make the development of mobile electronic commerce is slow.
Therefore, the most important factor in the development of mobile
e-commerce is service quality. To investigate Mobile service quality
factors influencing on customer satisfaction and repurchase intention,
This study collected data by a survey method for an empirical. A
total of 340 replies were used for data analysis. While 340 replies
were collected from Chinese users of Mobile e-commerce. The
collected data were analyzed by SPSS technique. As results of SPSS
analysis all of the 7 hypotheses, 4 hypotheses are adopted and 3 are
deleted.
Keywords: Mobile, Service Quality, Satisfaction, Intention.

1. The Background and introduce
The rapid development of Internet makes electronic commerce
become a new favorite business mode, and the popularity of mobile
network and mobile innovation leads to a new round of business
innovation, i.e. mobile e-commerce. With the largest mobile Internet
users in the world, China has a potentially large customer base in
mobile e-commerce. Mobile e-commerce has preliminarily developed.
However, because of the service quality factors of mobile e-commerce
and the imperfect pattern, consumers are lack of satisfaction in
mobile e-commerce. When using mobile devices for e-commerce
transactions, consumers often use it for small transactions, which
* Business of school, Shandong university of political science and law,
Jinan, P.R. China. E-mail: 706453454@qq.com
** Business of school, Shandong university of political science and law,
Jinan, P.R. China.

make the development of mobile electronic commerce is slow.
Therefore, the most important factor in the development of mobile
e-commerce is service quality.
Based on related literature on service quality of mobile
e-commerce, SERVQUAL theory and ECM model as a theoretical
foundation, Combined with the current situation and characteristics of
mobile e-commerce in China, the author divide service quality factors
of mobile e-commerce into six aspects: ease of use, Transaction
processing accuracy, Dependability, Informative, Empathy, Flexibility.
Therefore, this paper is based on research in China under the
environment of e-commerce service quality on customer satisfaction
and affect the purchase intention for the purpose.

2. The Literature review
Zeithaml and Berry(1988). Perceived service quality is the actual
perceived level of service provided by service enterprises by
customers, Service quality is the difference between the expected
service quality and perceived service quality of consumers, and the
degree of difference. The expected service quality is the satisfaction
degree of customers to the expected service provided by service
enterprises. Customers usually make subjective evaluation of service
quality from the aspects of reliability, responsiveness, assurance,
concern and material. And then they developed SERVQUAL. The
model is based on the theory of difference, that is, the customer's
expectation of service quality and the difference between the customer
and the service actually obtained from the service organization. The
model uses five scales to evaluate the service quality of different
services accepted by customers. Research shows that SERVQUAL is
suitable for measuring the quality of information system service, and
SERVQUAL is also an effective tool for evaluating service quality
and determining the action of improving service quality(Pitt et al,
1995; DeLone & McLean, 2003; Lee & Kozar, 2005; Liu & Arnett,
2000).
Expectation-confirmation Model is originally proposed by
Bhattacherjee (2001). With the research on the sustainable use of
questions, many scholars realized the need to accurately grasp the
continuance after the adoption, it is necessary to study the framework
of user acceptance and other related theoretical breakthrough, so
scholars gradually by using the new theory to the study of
sustainable use of information system, which is widely used is the
Expectation Confirmation model (Expectation-Confirmation Model of
IS Continuance, ECM-ISC).
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The ECM has two key drivers of the adoption of perceived
usefulness, confirmation of satisfaction. The relationships between the
variables introduced by ECM framework are show in fig.1.

variable. Some of the items in each variable are deleted. As a result.
All variables' Cronbach`s Alpha are more than 0.7. As a result of the
confirmatory factor analysis, we use the factors to do the deep
analysis. Each Alpha of the factors are more than 0.7, thus the
reliability is high. Structured Equation Model (SEM) is used to test
the validity of the research model. The model has a good fitness
(GFI > 0.9, 0.05 < RMSEA <0.06). The results of reliability and
validity are shown. All the factor loadings are more than 0.5. Thus,
the reliability and validity are higher.

4.2. Hypotheses Testing
<Figure 1> Expectation-confirmation Model

This helps to propose more reasonable concepts and yield a higher
explanatory power for the customers’ IS continuance intention. This
model includes four aspects ("confirmation", "perceived usefulness",
"satisfaction" and "IS continuance intention") and five hypotheses. The
research findings show that these five hypotheses are demonstrative,
proving that this model has a much higher level of explanatory
power for IS continuance.

3. The Research design
3.1. Research model
This study is about the electronic commerce quality on customer
satisfaction and repurchase intention effect, so going through the way
of empirical investigation to confirm the interaction relation between
them. Therefore, a model is shown in the figure below.
The independent variables selected in this research model are the
Ease of use, Transaction processing accuracy, Dependability,
Informative, Empathy, Flexibility of mobile e-commerce service
quality. Subordinate variable is customer satisfaction and Repurchase
intention.

3.2 Research method
This study collected data by a survey method for an empirical
analysis. A total of 340 replies were used for data analysis. While
340 replies were collected from Chinese users of Mobile e-commerce.
The collected data were analyzed by using mobile commerce were
used in the actual analysis. Moreover, data analysis processing was
executed by using EXCEL and Smart PLS 2.0 M3. This study also
performed frequency analysis and confirmative factor analysis. After
that, the research model was verified through a structural equation
analysis in order to test the hypothesis of this research.

4. The Analysis and Result
4.1. The results of validity and reliability
Cronbach`s Alpha analysis is used to test the reliability of each

In order to test the research model, AMOS 17.0 is used to do the
path analysis. The research model has good fitness (X2=1,568,
p<0.000, GFI=0.903, AGFI=0.877, RMSEA=0.065). The results are
given in <Table 1>.
<Table 1> The results of hypothesis
Estimate S.E.
Customer satisfaction ←
Ease of use
Customer satisfaction ←
Transaction processing
accuracy
Customer satisfaction ←
Dependability
Customer satisfaction ←
Informative
Customer satisfaction ←
Empathy
Customer satisfaction ←
Flexibility
Repurchase intention ←
Customer satisfaction

C.R.

P

Label

0.207 0.125 1.649 0.099 H1 *≤0.1
-0.078 0.04

-1.95 0.051 H2 *≤0.1

0.008 0.101 0.082 0.935 H3 Deleted
-0.02 0.108 -0.182 0.856 H4 Deleted
0.337 0.095 3.542

*** H5 ***≤0.001

0.102 0.073 1.411 0.158 H6 Deleted
0.837 0.13 6.462

*** H7 ***≤0.001

5. The Conclusions
This paper made an empirical study after review of relevant
literature and theoretical framework, and contributed to the industry
and academia with the following conclusions.
First, it was proved that most mobile commerce quality has a
significant influence on customer satisfaction. However, it was shown
that 'recentness' did not have a significant impact on customer
satisfaction. This result is somewhat different from the expectation,
considering consumers' high concern
about how recent information about goods and services is, so this
result can hardly be accepted as it is. This is because 'recentness' is
a fundament attribute that shall be guaranteed without any condition
for using mobile commerce. Moreover, with regards to service quality,
it was shown that ease of use does not have a significant influence
on customer satisfaction. Like 'recentness', however, 'ease of use' of
mobile commerce is an indispensable influential factor for mobile
commerce usage.
Second, it was proved that there is a certain moderating effect of
mobile familiarity on the influential relationship between mobile
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commerce quality and customer satisfaction. Specifically, instant
connectivity, contextual offers, and ease of use have had different
significant impacts on customer satisfaction through the moderating
effect of mobile familiarity. Therefore, 'instant connectivity',
'contextual offers' and 'ease of use' are considered fundamental factors
that should be ensured in order to satisfy customers. Thus, mobile
commerce companies need marketing strategies that include different
quality factors to increase customer satisfaction through mobile
familiarity according to their customers' use of the mobile device.
After an empirical analysis of this study, the academic implications
are as follows. As there have not been many academic studies related
to mobile commerce quality, this study can be a meaningful
framework when quality factors associated with mobile commerce are
being analyzed.
Finally, as the mobile commerce industry is very sensitive to
environmental changes, academic research that can be used to cope
with these changes is continuously required. Further studies should be
carried out to overcome limitations that have not been analyzed by
this study.
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Influence of Social Value on Purchase 0f Luxury Brands Concerning Demographic
Variables: Case of India
Srini R. Srinivasan*, Sandeep Bhanot**, Eun Jin Hwang****

Abstract
The purpose of the study is to understand the influence of social
value on the purchase of luxury brands to find whether the
perception of social value differs with demographic variables like
gender, occupation, age, income, education, religion and marital status.
Data collected from 1200 respondents in Mumbai. It was found that
social value has a significant effect on the purchase of luxury brands
and there was a significant difference in perception of prestige value
among people of different age groups, gender, occupation, religion,
and monthly income. There was a significant difference in perception
of snob value among people of various age groups, ethnicity, gender,
and religions. Luxury brand companies can target the right target
segment by understanding how social value influences the purchase of
luxury brands and whether there is any significant difference in social
value concerning the various demographic variables. They can devise
strategies to enable the right target segment to access their products
efficiently.
Keywords: Demographic Variables, Luxury, Purchase Behavior,
Luxury Brands, Social Value.

1. Introduction
Today, luxury is available not only to the elites and the rich but
also to the masses. The meaning of luxury has changed a lot over
the last few decades. Now people have higher disposable income, and
they want to buy luxury brands to satisfy their personal needs and
aspirations. Researchers found that luxury can be associated more
with emotional and experiential value (Aaker, 2009; Agarwal &
Singh, 2015; Chen & Lamberti, 201; Knag, 2012; Heine, 2012; Hyun
& Han, 2015; Kapferer & Bastien, 2008), than premium pricing.
Consumers want to derive pleasure and meet their aspirations, and
this leads them to buy luxury products. Studies found that people
buy luxury brands to get admired by society and also get a personal
experience of pleasure and aesthetics (Agarwal & Singh, 2015; Chen
& Lamberti, 2015; Hyun & Han, 2015; Srivastava et al., 2014, 2015,
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2016). Luxury is an abstract concept that means different things to
different people across different cultures. Dubois, Czellar, and Laurent
(2001) explain that people look for various attributes in a luxury
product. Hansen and Wänke (2011) and Knag (2012) define luxury as
something of excellent quality, which means that the ingredients or
components of a luxury product are exceptional and superior to what
is found in ordinary products. Studies found that luxury products
have the attributes of premium pricing, excellent quality, beauty and
aesthetics, exclusivity and provide self-esteem and admiration from
society (Agarwal & Singh, 2015; Chen & Lamberti, 2015; Heine &
Phan, 2011; Hyun & Han, 2015; Knag, 2012). Dijk (2009) and Yu
(2014) explain that luxury goods are those whose consumption
increases as income increases.
Luxury brands as goods or services contribute to shape the
owner’s social identity and self-esteem. It also helps them to express
their ambitions and enables them to get accepted by that part of the
society which possesses such luxury goods (Agarwal & Singh, 2015;
Chen & Lamberti, 2015; Hyun & Han, 2015; Knag, 2012).
Wiedmann, Hennings, and Siebels (2009) developed a luxury value
model consisting of four main vital dimensions of luxury value
perception. The first one refers to the financial value of the product.
This relates to its premium pricing on account of good quality and
symbolic value. The second factor is the functional value of the
product. This refers to the utility of the product to satisfy customer
needs and requirements. It covers attributes like uniqueness, usability
and excellent quality. The third dimension is the individual value of
the product. This shows the personal orientation of the consumer
towards luxury products. Luxury products help the consumers to
express their identity, experience pleasure and show their success and
achievements. The last dimension is the social value of the product.
This indicates that people buy luxury products because they want to
be a part of the elites and get their admiration and want to distance
themselves from the masses that do not possess these products. They
want to attain prestige in society and do not want to buy those
brands which the ordinary people can afford. This shows attributes
like conspicuousness, prestige value and snob value. Sung, Choi, Ahn,
and Song (2015) developed a theoretical framework for understanding
the dimensions of luxury brand personality and a reliable and valid
scale that measures these aspects.
People want to demonstrate their social status which makes them
purchase luxury brands. They want to be a part of high-status groups
and want to differentiate themselves from people who do not own
such products. This elevates their status and keeps them in a different
league.
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The most important factors leading to purchase of luxury brands
are the need for sociability and self-expression (Agarwal & Singh,
2015; Chen & Lamberti, 2015; Heinemann, 2008; Hyun & Han,
2015; Tovikkai & Jirawattananukool, 2010; Vigneron & Johnson,
1999; Yu, 2014).
According to Dubois and Laurent (1994) and Tidwell and Dubois
(1996), the perception of luxury is influenced by demographics,
lifestyle, habit and social environment. A study by Seringhaus (2002)
found that luxury brand awareness and purchase is not linked to age,
gender, marital status and location of residence. The acquisition of
luxury brands is associated more with income, education, and
occupation. Wongsiriwat (2007) indicates that brand equity of luxury
products depends on demographic variables like age, gender,
occupation, education, income, marital status and number of children
and psychographic factors like value, attitude, and lifestyle.
According to Sriviroj (2007), there seems to be no relationship
between gender and consumer behavior towards purchasing luxury
brand products. A study by Sun (2011) indicates that there is no
significant difference in consumers’ luxury consumption based on
demographic variables like age, gender, education, income, and city.
It was observed that income, i.e., the financial ability was an
essential factor for luxury consumption. A study by Sudhakar and
Parise (2012) finds that there is a relationship between gender and
perception of the luxury brand. People are moving from prestige
brands to luxury brands. The people irrespective of gender are
purchasing the luxury brand products with the perception that they
are with good quality, give comfort and increase their social status in
the society. Akpi (2012) explain that many luxury consumers are part
of an affluent, global élite that is increasingly educated and concerned
about social and environmental issues. Dijk (2009), Black and Myles
(2012), and Yu (2014) stated that luxury goods are those whose
consumption increases as income increases.

2. Literature Review
Wong and Ahuvia (1998), and Srinivasan et al. (2014, 2015)
explain that luxury can be defined in different ways and has become
more complicated. Vigneron and Johnson (1999) describe that luxury
products are at the top of the category of prestige brands and have
physical attributes like excellent quality and uniqueness and
psychological characteristics like providing self-identity, prestige, and
pleasure. Luxury can be perceived differently by people who depend
on the individual and social motivations of the luxury consumers
(Agarwal & Singh, 2015; Chen & Lamberti, 2015; Heinemann, 2008;
Hyun & Han, 2015; Srivastava et al., 2014, 2015; Vigneron &
Johnson, 2004).
Chaudhuri, Dayal, and Narasayya (2011) define conspicuous
consumption in the postmodern phase as a deliberate behavior of
consuming visible products that are with scarce economic and cultural
capital to communicate distinctive self-image to others. Researchers
found that people buy luxury goods and use them as status symbols
to show their position in society. They buy luxury brands, not for
their excellent quality or aesthetics, but to display their success and

financial power (Agarwal & Singh, 2015; Chen & Lamberti, 2015;
Han, Nunes, & Drèze, 2011; Sung et al., 2015; Yu, 2014). This
display of wealth through a purchase of luxury brands is called as
conspicuous consumption. Chen and Lucio (2015) found that Chinese
upper-class luxury consumers hold different perceptions of luxury. The
price premium is a prestige in contrast to general Chinese consumers'
"value-consciousness"; exclusivity is more valued by the upper-class
and experienced consumers; more attention of the upper-class
consumers has shifted to individual values from social values; brand
value is of high importance, and there exist differences among
consumers in different regions.
A consumer wants to buy luxury brands because they represent a
high status in society. Status can be acquired through assignment
(e.g., nobility), achievement (e.g., outstanding sporting performance),
or through consumption. Here the focus will be on the final type of
social status, the status acquired through the possession of luxury
brands. Status consumption can be defined as the motivational process
by which individuals strive to improve their social standing through
the conspicuous consumption of consumer products that confer and
symbolize status both for the individual and surrounding significant
others.
Wiedmann, Hernnings, and Siebels (2009) considered four main
dimensions of luxury value namely financial value, functional value,
individual value and social value. This paper finds social value as a
dimension of luxury brands and understands whether it has a
significant influence on a purchase of luxury brands. Also, this study
aims to find whether the perception of social value differs along to
people of different age groups, gender, occupations, income groups,
educational levels, religions and marital status.
When people purchase the same luxury products and brands that
others buy, they feel that they belong to that group. Social value
covers dimensions like prestige value and snob value. People want to
conform to those groups who possess such products and want to be
different from those groups who do not own such products. The
research objectives are to understand whether a social value has a
significant effect on the purchase of luxury brands and to understand
whether the perception of social value differs concerning gender, age,
occupation, income, education, religion and marital status. According
to these research objectives, two hypotheses developed.

3. Research Methodology
In this study, primary data were collected through self-administered
questionnaires to investigate the research questions. The present
research includes the measurement of several constructs like
dimensions of luxury value with rating scales in a survey
questionnaire. Primary data has been collected using the probability
sampling method and a self-administered questionnaire distributed to
the respondents. Since the study is drawn on only one sample at one
time, the research design chosen is descriptive and cross-sectional.
Cross-sectional design describes the purchase behavior of luxury
brands for the given population at a particular moment.
The questionnaire includes three sections. The first part explores
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the participants’ opinion about luxury products, their awareness, and
purchase of luxury brands and the factors responsible for buying
luxury brands. The second section of the questionnaire used existing
scales used by Wiedmann et al. (2009) in their study “Value-Based
segmentation of luxury consumption behavior” for the social
dimension of luxury value. The third section asked for the
participants’ general demographic information including location, level
of education, gender, age group, occupation, marital status and
monthly income. To measure the underlying dimensions of consumers’
luxury value perceptions, existing tested measures (O’Cass &
McEwen, 2004; Tian, Bearden, & Hunter, 2001; Wiedmann et al.,
2009) and generated various items based on the literature review used
in this study.
The present research focuses on the purchase behavior of
consumers of luxury goods; thus, the target population is individuals
from the middle class and upper middle-class segment. In this case,
judgment sampling and snowball sampling were used to get the list
of 2000 respondents which were stratified by income. Twelve
thousand validated questionnaires were obtained. The Kaiser-MeyerOlkin measure of sampling adequacy (KMO), with a value of 0.916,
which is greater than 0.7 shows that the sample size was sufficiently
large to conduct factor analyses, described in the results section of
this study.
Data collected using a structured questionnaire. All respondents
completed the instrument in Mumbai, Delhi, Chennai, Kolkata, and
Bengaluru. The sample well represented India’s middle class and
upper middle class educated urban people. The males outnumbered
the females. The sample was relatively young with 44% of
respondents younger than the age of 35 and 53% between the ages
of 35 and 50 years. One third identified as business people while
40% identified as professionals. The remaining 27% respondents
identified as retired or homemakers or service people. The
respondents covered four types of ethnicities, i.e., north, south, east
and west of India. Sixty-two percent were single. Nine-two percent
were at least college educated with 47% indicating that they had
completed post-graduate work. The monthly incomes ranged from Rs.
50000 to more than Rs. 5 lakhs. This is as per the standards set by
the Asian Development Bank and the latest Mckinsey report
(2014-15). Table-1 shows the demographic profile. Kaiser-Meyer-Olkin
measure of 0.916 higher than the minimum acceptable value of 0.5,
shows that the sample size is large enough to factor analyzes.
Besides the Chi-square value or Bartlett's Test of Sphericity, is
significant at the level 0.000. Thus the sample size and the nature of
the data are both fits for the analysis.

4. Conclusions
The main purpose of this study is to understand whether a social
value has a significant influence on a purchase of luxury brands.
Also, we wanted to find whether the perception of social value
differs for people belonging to different age groups, gender,
occupations, level of education, religion, income, ethnicity and marital
status. Structural equation modeling was used to test the first
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hypothesis. It was found that social value has a significant effect on
the purchase of luxury brands. Wilkoxon Mann Whitney U test and
Kruskal Wallis H test were used to test the second hypothesis. It was
found that there is a significant difference in perception of prestige
value among people of different age groups, gender, occupation,
religion, and monthly income. There is a significant difference in
perception of snob value among people of different age groups,
ethnicity, gender, and religions.

5. Managerial Implications
The results of this research have practical implications for
marketers working in the luxury industry. The results suggest that a
focus on designing and managing optimal products together with
exclusivity can create positive emotions. To efficiently react to the
needs, wants and values of purchasers are vital, especially in an
increasingly competitive global marketplace. Positioning and
segmentation decisions have to be made on a worldwide level.
Companies should inform consumers about the high-quality materials
and handcraft of luxury products and emphasize a unique, quality
product. Consumer education can transpire in the form of advertising
that stresses quality and labels, packaging, and additional facts that
offer comprehensive information on genuine luxury products.
Managers of luxury goods should emphasize the positive, functional,
social, aesthetic and emotional experience of owning and using a
luxury product. Knowledge and understanding of these differences and
similarities can help in designing suitable marketing campaigns. From
a market positioning perspective, monitoring the evaluative criteria of
consumers can help marketers to recognize and focus on the specific
luxury dimensions, with particular reference to demographic variables.
Luxury brand companies can understand how people of different
demographics respond to the various luxury value dimensions and
how the luxury products can cater to the requirements of each group.
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Characteristics of the German Innovation Policy in the Age of
the Fourth Industrial Revolution : Under Special Consideration of Industry 4.0
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Abstract
Abstract
This paper deals with the characteristics of German innovation
policy at the edge of the fourth industrial revolution. The focus here
is on Industry 4.0, which is based on the research collaboration of
the German Federal Government and a project of the same name in
the high-tech strategy of the Federal Government. This paper
examines whether German innovation policy already took a sociopolitical aspect of the policy such as mass unemployment into
account in the development and design of new technologies in the
context of the fourth industrial revolution. Above all, the relevance
between the special features of the German innovation system and the
characteristics of the Indirect 4.0 is analyzed. Particularly, the type of
market economy as general conditions of the system of innovation is
illuminated. The German innovation system is strong when it comes
to the development of already existing knowledge and its
implementation in high-quality goods and services. Furthermore, the
characteristics of the industry as a German innovation policy in the
age of the fourth industrial revolution lie in the fact that the problem
dimensions are already taken into account in the development and
design of new technologies to counteract a serious mistaken
development in terms of unemployment, growth and the environment.
Keywords: German Innovation Policy, Industry 4.0, Fourth Industrial
Revolution.

1. Introduction
At the edge of the fourth industrial revolution, the technology
presents us as a head of Janus. With regard to social problems such
as unemployment, technological progress plays a controversial role.
On the one hand, it presents itself as the product of purposeful,
intentional human activity. On the other hand, technology is opposed
to us as an inscrutable process, which is largely withdrawn from
* Research Professor, Chungnam National University, Korea.
** Professor, Changwon National University, Korea.
*** Professor, Chungnam National University, Korea.
Tel: +82-42-821-6941, E-mail: ehsung@cnu.ac.kr

man's guiding hand.
Their feature is the fusion of technologies, that is, the boundaries
between the physical, digital and biological spheres blur. In terms of
its extent, scope and complexity, this transformation will be an
experience that has never been experienced. Many of the effects of
this technical revolution are being experienced by many people with
a feeling of helplessness, which is little different from the feeling
with which we experience natural catastrophes. A difference is,
however, that ultimately man stands behind these phenomena of
technology, that is, these phenomena are ultimately due to deliberate
technical innovations.
This paper deals with the characteristics of German innovation
policy at the edge of the fourth industrial revolution. The focus here
is on Industry 4.0, which is based on the research collaboration of
the German Federal Government and a project of the same name in
the high-tech strategy of the Federal Government. We are on the
brink of a technical revolution that will fundamentally change our
way of living, working and dealing with each other. As a result, a
number of researches have explored how these challenges can be
overcome.

2. Theoretical Framework
There is no unanimous opinion on the question of how innovation
policy should and should be best managed. The analysis of the
proposed and / or practiced strategies reveals very different concepts
of innovation policy. However, a clear contrast is shown between
market-oriented and interventionist innovation policies. In this paper,
this contrast is introduced as the basis of the theoretical framework.
Most of innovation policy can be assigned to one of the two
alternative basic flows.
Free market economy and social market economy differ in terms
of the scope they offer in different social areas to the functioning of
the laws of supply and demand, and where they intervene through
state policy. In the free market economy, these scopes are very
far-reaching, while the state in the social market economy tries to
avoid the deficits and shadows of the market by means of a political
strategy.(Welsch, 2005)
In the following, these market-compliant innovation policies and
interventionist innovation policies are presented as both alternative
basic concepts and their differences are elaborated. This is followed
by an overview of other concepts of innovation policy, which are
repeated in the scientific discussion and political discourse.
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2.1. Alternative basic patterns of innovation policy
(A) The primary objectives: The primary objectives of
market-driven innovation and technology policy are to accelerate
technological progress and improve the international competitiveness
of the regional economy in order to boost economic growth and
create new jobs.(Welsch, 2005)
(B) Dealing with market and innovation processes: policy may
seek to intervene in market processes to achieve the desired result.
(C) The depth of intervention of the selected control instruments:
This parameter refers to the extent to which and with which
instruments "external" control is used in market processes.
(D) The degree of legitimate guarantee of the political strategy
pursued: Are planned innovation policy strategies discussed in the
context of social discourse with the groups involved and affected?

2.2. Other concepts of innovation policy
The most important of other concepts of innovation policy are
briefly described below.
(A) Defensive versus forward-looking innovation policy
The description as a "defensive" and "reactive" strategy refers to
the merely reacting and case-specific ad hoc character of the policy
approach.
(B) Picking the Winner strategy versus designing a general
framework
"Picking-the-winner" means the concentration of the funding efforts
on selected companies, which are given considerable potential in
terms of performance and competitiveness so that they should be able
to compete with foreign competitors in international competition.
(C) Location-oriented innovation policy
Location-oriented innovation policy also strives, like the
"picking-the-winner" strategy, to develop a competitive production
base in its own country, but is not oriented towards individual
companies or industries, but is based on the development of efficient
spatial economic structures.(Meyer-Stamer, 1999)
(D) Hardware versus “orgware”-oriented innovation policy
Innovative policy approaches can also be distinguished according to
which component of the technology they primarily use. Meyer-Stamer
distinguishes between elements and objects of technology.

3. Special features of the German Innovation System
Strengths and weaknesses of the overall innovation activity result
from the institutional characteristics of the respective innovation
system. Particularities of the German innovation system result from
specific characteristics of the components and relationships that make
up an innovation system. For the German innovation system,
numerous characteristics of its components and relationships can be
worked out.
Innovation systems are always part of an economic or social
system comprising several subsystems, for example the production
system, the financial system, the labor market, the legal system, the
education system, etc. All these subsystems fulfill specific functions.

The main function of the innovation system is the generation of new
knowledge and thus the stimulation of permanent change and
innovation processes in all areas of society, especially in the economy
and in the production system.(Lundvall, 1992)

4. Characteristics of the Industry 4.0 as a German
Innovation Policy
The characteristics of the industry 4.0 as a German innovation
policy lie in the fact that the problem dimensions are already taken
into account in the development and design of new technologies in
order to counteract a serious mistaken development in terms of
unemployment. These characteristics of innovation policy are based on
the social market economy and the German innovation system. Within
the framework of the social market economy, the state is obliged to
align its economic policy with the "magical square" of the
macroeconomic objectives (high employment, monetary stability,
external equilibrium, adequate economic growth). So, the
characteristics of innovation policy are based on the social market
economy and the German innovation system.
The idea behind Industry 4.0 is not a purely German invention.
Industry 4.0 also takes place not only in Germany. The focus of
German Industry 4.0 is always intense, socio-technical interaction
between actors and resources involved in production. It is about the
innovation system. The German innovation system is undoubtedly
strong when it comes to the further development of existing
knowledge - does and its implementation in high-quality goods and
services - either from within the country or from abroad. The
characteristics of Industry 4.0 as a German innovation policy strategy
lie in this strong German innovation system.
Thus, German innovation policy approaches can not be seen in the
"picking-the-winner" concept, but in the design of a general
framework. In addition, the approaches can not be seen in
"technology-centric" innovation promotion, but in hardware- and
“orgware”-oriented innovation policy. This can be judged as an
intelligent link between technical, organizational and social
innovations. With this strategy, the German innovation policy
considers the design, social control and active influence of
technological change as essential in order to achieve social goals and
a sustained increase in social welfare.
For Germany as a location for innovation and industry, Industry
4.0 offers enormous potential: around 15 million jobs directly and
indirectly depend on the manufacturing industry. With the digitization
of business and industry will not only change value-added processes,
it will create new business models and new perspectives for
employees. Especially for small and medium enterprises, a intelligent,
digital
production
can
provide
great
opportunities.
(http://www.bmwi.de/Redaktion/DE/Dossier/industrie- 40.html)

5. Conclusion
Industry 4.0 is a German innovation policy that is based on a
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consensus of stake-holders such as industry, trade union. As an
objective of the policy, it is always examined whether social goals
such as employment can be achieved with it. In addition, the strategy
of industry 4.0 is based on SWOT analysis of German industry and
innovation system.
The German innovation system is, without a doubt, strong when it
comes to the development of already existing knowledge - whether
from within Germany or abroad - and its implementation in
high-quality goods and services. Incremental innovations, i.e. the
gradual improvement of known products and production processes,
characterize the innovation activities.
Furthermore, the characteristics of the industry as a German
innovation policy in the age of the fourth industrial revolution lie in
the fact that the problem dimensions are already taken into account
in the development and design of new technologies in order to
counteract a serious mistaken development in terms of unemployment,
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growth and the environment. These characteristics of innovation policy
are based on the social market economy.
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A Study on the Effect of Online Shopping Mall Characteristics and System Quality
on the Reuse Intention in Vietnam
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Abstract
This study is empirically to examine relationship of Vietnam Online
Shopping Mall Characteristic, System Quality and Consumer Reuse.
Data was collected by administering a survey to consumer used online
shopping mall. The survey questionnaire comprised of a 5-point Likert
scale. The demographic analysis was conducted using the frequency
analysis method and relationship of variable was conducted using the
EFA analysis, reliability analysis, multiple regression analysis.
The results of study are “online shopping mail characteristic effect to
consumer satisfaction”, “system quality effect to consumer reliability” but
“System interactivity don’t effect to consumer Reliability”, and
“consumer reliability and satisfaction effect to Consumer reuse Intention”.
Keywords: shopping mall characteristics; consumer reliability; reuse
intention; satisfaction.

goods using computers and mobile devices connected to the Internet.
Through this virtual space, the seller can display the goods and
consumer can select and purchase the goods. Such an online
shopping mall is a virtual space between a seller and a consumer and
is the most representative form of an online shopping mall. This
differs from traditional commerce in that distribution channels are
activated without restriction of time and space. Therefore, online
shopping mall is the most important advantage to be able to provide
products at lower cost than traditional commerce.
Hoffman and Novak (1996) also refer to online shopping malls as
"advertising and exhibiting products through the Internet, including
data on prices, forms, and attributes of various products on the
server, collection of online stores that provide various multimedia
information and products in various areas ".
<Table 1> Definition of Online Shopping Mall
Researcher
Kalakota & Whinston
(1997)

1. Introduction
In 1997, the Internet became popular in Vietnam and Internet
users in Vietnam increased rapidly. The Vietnamese government has
steadily invested more than US $ 100 million in infrastructure of the
Internet and online shopping malls between 2012 and 2014, so 40%
of Vietnam's online shopping mall member companies operate their
websites and 12% of online mall is running.
This research is based on the study of previous theses and
analyzes the online shopping market in Vietnam and recognizes the
importance of online shopping, the quality of the system affecting
customer confidence, Satisfaction and reuse.
In order to achieve these objectives, this study investigates the
effect of the online shopping mall in Vietnam on the customer
satisfaction, online shopping mall reliability and re - use intention
through previous research, characteristics of online shopping mall in
Vietnam, Reliability and re - use intention.

2. Literature Review
2.1. Online shopping mall theory
Online shopping mall is a virtual space where consumers can buy
* This paper was modified and developed from the MBA thesis of
the first author.
** MBA Candidate, Department of Management, Woosong University.
*** Researcher, Department of Asia Research Center, Woosong University.

OECD(1999)

Cho (2003)

Son (2011)

Research content
The e-commerce is a tool for creating the value
of management by creating and pioneering new
management opportunities.
Electronic commerce is defined as a type of
transaction involving commercial activity based
on the process of digitizing all data of an
individual and an organization and processing
and transmitting the data.
An online shopping mall is a system in which
various products and stores are included in one
site and operated in a collective manner.
The seller provides a variety of product
information through the Internet, the consumer
can select the product by clicking with a mouse
and purchase, and a commercial transaction type

<Table 2> The difference between traditional shopping malls and online
shopping malls
Classification

Traditional Shopping Mall

Online shopping mall

Distribution
channel
Trading area /
time
Sales base /
Sales method

Enterprises - Wholesalers Retailers - Consumers
Limited business hours for
some local sales

Business - Internet Consumer
Available for online shopping
malls, 24 hours sales
Sales by network
information

Sales by market display

Acquisition of market research
Obtain customer
and business hours, re-entry
information
of information
Delay in responding to
Customer
customer complaints Slow
response
acquisition of customer needs
A large amount of money is
Capital required required to purchase land,
buildings, etc.

Digital data that does not
require re-entry
Immediate response to
customer complaints Quickly
capture customer needs
Purchase of Internet server,
construction of homepage
etc.
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2.2. Previous research
Researcher

Country

Analysis method

Gu & Kwon
(2006)

Korea

Reliability Analysis, Model Fit
Analysis, Regression Analysis,

Lee(2009)

China

Reliability analysis, feasibility
analysis, regression analysis

Dong(2013)

China

Son (2015)

China

Cho(2016)

Korea

Reliability analysis, feasibility
analysis, regression analysis

NGUYEN PHAN
NAM (2016)

Vietnam

Demographic analysis, reliability
analysis, exploratory factor
analysis, regression analysis

Reliability analysis, feasibility
analysis, regression analysis
Reliability analysis, feasibility
analysis, regression analysis

Variable
Independent
Shopping Mall Reliability, Shopping Mall Convenience,
Shopping Mall Recognition, Shopping Mall Design Customer
Satisfaction, Shopping Mall Profitability, Reuse Intention
Price advantage, product quality, information quality,
convenience, transaction safety, enjoyment, privacy
guarantee reliability, satisfaction, re-use intention
Usability, Accuracy, Site Security
Innovation, familiarity, interactivity, social impact,
reliability, satisfaction, intention to reuse
Online shopping mall site attributes (convenience, safety, price
economics, product diversity, interactivity, pleasure, design),
relationship benefits (social, psychological, economic,
Information quality, system quality, type of goods, price,
quality of goods, payment method, delivery quality,
reliability

Dependent
Customer satisfaction,
shopping mall reuse
intention
Reliability, satisfaction,
reuse intention
Customer Satisfaction,
Reuse Intention
Reliability, satisfaction,
reuse Intention
Site Attachment, Reuse
Intention, Customer
Satisfaction
Customer Satisfaction,
Reuse Intention

3. Research Design

to be inadequate.

In this study, to investigate the effect of the characteristics of
consumers who have experience using online shopping mall on
reliability, satisfaction, and the effect of online shopping mall
reliability, customer satisfaction on re-use intention, The research
model is presented.

<Table 3> Demographic characteristics of the sample

Online shopping mall
Characteristic:







Product prices
Product quality

Consumer Satisfaction

Product diversity
H4

Logistics services
Ease of use

Online shopping mall
System Quality





H1

H3

H5

H2

Security

Reuse Intention

Reliability

Interactivity
Information quality
<Figure 1> Research Model

4. Empirical analysis
4.1. Characteristics of the sample
To accomplish the purpose of this paper, a hypothesis was
constructed based on previous research, and a questionnaire was
constructed and distributed to verify it. The sample was extracted
from the sample of consumers who had purchased the product in the
online shopping mall. Surveys and data collection were conducted for
one month in October, 2017 and distributed a total of 218
questionnaires. Out of the 218 questionnaires distributed, 204
questionnaires were used in the analysis of this study, with the
exception of the uncollected questionnaires and questionnaires judged

Separator
Male
Women's
Below 20
20s
Age
30s
40s
More 50
Student
Educator
The clerk
Job
Official
Workers
Housewife
Below 200
200-400
The average
400-600
600-800
income(USD)
800-1000
More 1000
1-3 Times
Online Shopping
4-6 Times
mall use’s
7-9 Times
frequency (1month)
More 10 Times
yes24.com
lazada.vn
vatgia.com
5giay.vn
Often Using the
enbac.com
website
ebay.vn
nhommua.vn
tiki.com
adayroi.vn
Food / Life products
Electronic products
Home appliances / Traditional
Online Shopping
products
mall to buy items
Book / Novel / Magazine
Clothing / Shoes / Sporting goods
/ Accessories
Air table / Travel / Entertainment
Sex

Frequency
(People)
75
129
11
91
76
20
6
19
23
70
52
30
10
10
32
81
54
20
7
41
103
44
16
53
95
100
44
48
46
41
67
37
109
76
31

Ratio
(%)
36.8
63.2
5.4
44.6
37.3
9.8
2.9
9.3
11.3
34.3
25.5
14.7
4.9
4.9
15.7
39.7
26.5
9.8
3.4
20.1
50.5
21.6
7.8
26
46.6
49
21.6
23.5
22.5
20.1
32.8
18.1
53.4
37.3
15.2

83
129

40.7
63.2

72

35.3
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4.2. Analysis Method

Separator
H 2-2

Hypothesis
System Interaction will affect Reliability of Online
Shopping Mall
Information Quality will affect Reliability of Online
Shopping Mall
Reliability will affect Consumer Satisfaction
Consumer Satisfaction will affect Re-use Intention
Reliability of online shopping mall will affect
Re-use Intention
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Result
Dismissed

In this study, frequency analysis, reliability and validity analysis,
factor analysis and correlation analysis and regression analysis were
performed by using SPSS 22.0.
In order to identify the characteristics of the sample, frequency
analysis was conducted and EFA was conducted to verify the validity
of the items. Cronbach's Alpha (reliability) coefficient was obtained to
verify the reliability of the measurement items. Regression analysis
was performed using SPSS 22.0 for the analysis of spurious
verifications.

5. Conclusions

4.3. Feasibility and Reliability Analysis

5.1. Summary of Research Results

The reliability and validity of the questionnaire items used in this
study are analyzed by feasibility analysis and reliability analysis. The
validity was measured through exploratory factor analysis. Principal
component analysis was performed to extract constituents of all
measurement variables in exploratory factor analysis. Factor rotation
adopts orthogonal rotation method, which is a method of rotating
assuming mutual independence between factors.
11 factors such as product price, product quality, product diversity,
logistics service, ease of use, security, system interactivity, information
quality, customer satisfaction, online shopping mall reliability and
reuse intention included in this research model. Among the variables,
independent variables were five in the characteristics of the shopping
mall and three in the system quality. Consumer satisfaction, online
shopping mall reliability, and dependent variables were tested by
exploratory factor analysis on re use intention

The results of this study are as follows. First, the effect of online
shopping mall characteristics (prices, product quality, product diversity,
logistics service, ease of use) on customer satisfaction and reuse
intention of online shopping mall proved. The effect of system
quality (security, system interactivity, information quality) on online
shopping mall reliability, reuse intention of online shopping mall was
analyzed, and the effect of online shopping mall reliability, consumer
satisfaction was analyzed
The results of the empirical analysis are as follows.
First, the hypothesis that the five dimensions of online shopping
mall characteristics have a significant effect on customer satisfaction
is proved to be statistically positive in terms of product price,
product quality, product diversity, logistics service, and ease of use.
Second, two of the three factors of system quality have a
statistically significant effect on the security and information quality
empirical analysis, which confirms hypothesis that it will have a
significant effect on online shopping mall reliability. However, the
hypothesis was rejected because system interaction did not affect
shopping mall reliability. The reason is that since Vietnam's online
shopping mall is in the development stage, consumers' experience on
technology systems and services is still limited. Therefore, most of
the respondents in Vietnam did not trust online shopping mall
interaction system.
Third, the relationship between consumer satisfaction and reuse
intention in the online shopping mall market, and the reliability of
online shopping mall affects reuse intention. Therefore, the
relationship between online shopping mall characteristics and system
quality and re - use intention showed that customer satisfaction and
online shopping mall reliability plays a mediating role.
Fourth, the relationship between consumer satisfaction and
reliability in the online shopping mall market, and the reliability of
online shopping mall affects consumer satisfaction.

4.4. Correlation Analysis
The relationship between the variables such as commodity price,
commodity quality, product diversity, logistics service, usability, and
consumer satisfaction is related to the theoretical variables and the
reliability of online shopping malls such as security, system
interactivity, According to the correlation analysis results, there was
no correlation between system interaction and reliability, and it was
analyzed that security, information quality and reliability were related
to each other. And there was a correlation between customer
satisfaction, shopping mall reliability and reuse intention.

4.5. Hypothesis Test Results
The results of the hypothesis test can be summarized as shown in
<Table 4>.

H 2-3
H3
H4
H5

Adoption
Adoption
Adoption
Adoption

<Table 4> Summary of Results
Separator
H 1-1
H 1-2
H 1-3
H 1-4
H 1-5
H 2-1

Hypothesis
Product Prices will affect Customer Satisfaction.
Product Quality will affect Customer Satisfaction
Product Diversity will affect Customer Satisfaction
Logistics Services will affect Customer Satisfaction
Ease of Use will affect Customer Satisfaction.
Security will affect the Reliability of Online
Shopping Mall

Result
Adoption
Adoption
Adoption
Adoption
Adoption
Adoption

5.2. Implications of Research
Based
strategies
shopping
First,
shopping

on the results of the empirical analysis, the following
and suggestions for growth and development of online
malls can be presented.
among the factors affecting the satisfaction of online
mall, it is the product quality and ease of use. Therefore, it
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means that the consumers value product quality and ease of use of
the goods. Therefore, the online shopping mall always supplies good
goods and services, and simplify the environment for consumers to
easily shop.
Second, the main reason for searching for an online shopping mall
from a consumer's point of view is that consumers can easily search
for and select a desired product quickly, and generally feel that the
price of an online shopping mall is cheaper than a traditional mall. It
is necessary to set up price promotion strategies in various ways as
much as possible reflecting these consumers' positions.
Third, as product diversity affects satisfaction, consumers' choices
are wider as the products of online shopping mall become more
diverse. However, quality should be guaranteed as the types of
products handled in online shopping malls vary.
Fourth, logistics service should be continuously improved because
it affects satisfaction and re-use intention. To this end, a strategy is
needed to simplify the delivery process and reduce delivery time.
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A Study on the Influence of Satisfaction of MIM Users on the Reuse and
Recommendation Intentions: Focus on KakaoTalk in Korea and Zalo in Vietnam*
Xuan-Thinh Mai**, Won-Bom Kim***

Abstract
KakaoTalk and ZALO, which are popular mobile instant
messengers in Korea and Vietnam, and show the reason why they are
popular among the users of the two countries, the motives of users
and the quality factors of messenger, Satisfaction and the differences
and characteristics of mobile instant in both countries.
The results of this study suggest the following implications. The
similarity between Korean and Vietnamese users shows that the user
satisfaction of mobile instant messenger has an influence on re - use
intention and recommendation intention. In Korea, utility, hedonic,
system quality, service quality, information quality, etc.
Vietnamese mobile instant messenger users showed preference for
self-expression, and the more they are interested in others, the better
their mood will be. System quality and service quality factors have a
positive effect on satisfaction for Korean users
Korean users are sensitive to system quality and service quality,
and system quality and service quality have a strong influence on
usage purpose, which may have a significant effect on user satisfaction.
Satisfaction of mobile instant messenger in both Korea and
Vietnam affected reuse intention and recommendation intention. The
higher the reliability of the service, therefore, it is necessary to
provide a service that can improve the satisfaction of mobile instant
messenger users in both Korea and Vietnam in order to increase the
intention of reuse and recommendation intention.
Keywords: KakaoTalk, ZALO, Mobile Instant Messenger, Intention
of Reuse, Korea, Vietnam.

1. Purpose and method of research
In this paper, we present the current status of users of KakaoTalk
and ZALO, which are popular mobile instant messengers in Korea
and Vietnam, and show the reason why they are popular among the
users of the two countries, the motives of users and the quality
* This paper was modified and developed from the Ph.D. thesis of
the first author.
** MBA Candidate, Department of Management, Woosong University,
Korea.
*** Ph.D. Candidate, Department of Management, Woosong University,
Korea.

factors of messenger, Satisfaction and the differences and
characteristics of mobile instant in both countries. Through this study,
we have identified the users' viewpoints of KakaoTalk and Zaro and
suggested the relationship between MIM usage motivation, MIM
quality, user satisfaction and user loyalty, and then, various service
improvements and technology development of KakaoTalk and Zaro
would like to suggest some implications.

2. Theoretical Considerations and Prior Research
2.1. System Quality Factors
System quality can be defined as the performance of a system that
delivers data. As technology advances, system quality applies to users
as an important component of the service. In the previous studies
related to information systems, system quality is emphasized, and
system quality has been continuously studied as a core factor of
successful information system.
Gorla, N. et al. (2010) can divide information quality into end-user
and system developer perspectives. De lone and Mclean (2003) set
reliability, functionality, data quality, flexibility, and integration as
measurement variables in measuring information quality. Sedera and
Gable (2004) measured information quality by factors such as
integrity, convenience, user needs, ease of use, flexibility, system
characteristics, system accuracy, sophistication, etc. The system
reliability, the system sophistication, the system flexibility, the system
integration, the response speed of the system, the reliability of the
system, the accuracy of the system, the accuracy of the system and
the availability of resources in the system.

2.2. Quality of Service
Service quality is a service-specific characteristic that can be
measured objectively and is called an abstract concept. Lewis and
Booms (1983) stated that 'the degree to which the service provided
meets the expectations of the user', and that service quality should
provide consistent services consistent with the user's expectations.
.Keller and Kotler (2006) define 'service value as the ratio between
what a user acquires and what a user sacrifices for it'. If service
quality is defined based on this definition, It can be defined as crust.
Service quality can be divided into two variables, perceived service
and expected service.
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DeLone and McLean (2003) define service quality as an overall
service provided by a service provider, regardless of the supplier or
the information systems department.. Kim, Yong-Hoe and Kim,
Mi-Young (2001) find it difficult to evaluate service quality because
service has four characteristics such as non - reparability,
heterogeneity, intangibles, and sociality. Therefore, Cronin (1992)
introduced a hierarchical structure model for service quality and
suggested determinants such as result quality, physical environmental
quality, and interaction quality in constructing service quality.

2.3. Information quality
Information quality means the efficiency of the value of the
information obtained from the information system. In the beginning,
research on information quality was centered on accuracy, but as time
went on, we began to realize that focusing on it alone is not enough.
Considering previous studies, there is a lot of effort in identifying
information quality in various aspects.
De Lone and McLean (2003) suggested that factors such as system
quality, information quality, and service quality have a significant
effect on user satisfaction by introducing the proposed information
system success model. As the Internet becomes more popular,
e-commerce is activated, so the evaluation of information quality
provided by information systems seems to be more important.
Negash et al. (2003) argue that entertainment affects user satisfaction
as a factor that constitutes information quality.

2.6. Suggestions
When satisfied with the service, the consumer will provide good
information about the service to their friends, neighbors and relatives,
such as the people around them, or invite them to use the service.
The relationship between these reference groups is linked to the trust
relationship, so that it is possible to exert the best performance
without much effort compared to the costly mass communication
advertisement. In addition, consumer satisfaction may reveal not only
attitudes after using the service but also affects positive or negative
word-of-mouth about the service to nearby people. Word-of-mouth can
personally convey positive or negative information to relatives and
friends like the people around them

3. Research Model Design
In this study, we designed a research model that can verify and
analyze factors affecting the satisfaction, re - use intention and
recommendation intention of consumers who have experience using
mobile instant messenger, As shown in <Figure 1>.

2.4. User Satisfaction
Satisfaction is a joy or disappointment when compared to the
value consumers expect and the value they perceive about the
product. Consumers are dissatisfied if perceived performance does not
match expectations. On the other hand, if the perceived performance
matches the expected level, the consumer is satisfied. In addition,
they insisted that consumers would be extremely satisfied and pleased
if their perceived performance exceeded their expectations. This
concept of consumer satisfaction is attracting attention in many
industrial fields. As a marketing concept, it is based on consumer
orientation in modern marketing.

2.5. Reuse Intention
Reintegration intention is perceived as users’ satisfaction
experience. Satisfaction of user has a positive influence on attitude
and positive attitude improves service intention of continuous use.
Other studies have also shown that consumer satisfaction has an
effect on attitude and re-use intention after using service. McKenzie
and Lutz pointed out that "the intention of reuse is to use the service
repeatedly in the future with its own belief that it will re-purchase
based on the experience of past use of a particular product". In
addition, Oliver said that user satisfaction on services affects user
attitudes after service use and effects on persistent reuse intentions.

<Figure 1> Research Model

4. Empirical Analysis
4.1. Characteristics of specimens
In this study, 400 questionnaires were collected through
questionnaires for KakaoTalk users in Korea and Zalo users in
Vietnam (200 copies each for Korean KakaoTalk users and
Vietnamese Zalo) All questionnaires were used and analyzed in this
study. The demographics of these respondents were used to measure
the sex, nationality, and use time of the subjects. By sex, 196 (49%)
were male and 204 (51%) were female. The country is 200 Korean
(50%) and 200 Vietnamese (50%). The most frequent age group was
in the 20’s to 30’s (192 patients, 48%), followed by the 16 years
and 20years generations in the 10’s and 20’s generations, 82 (20.5%).
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4.2. Feasibility and reliability analysis
In this study, reliability analysis and feasibility analysis were
conducted to ensure the reliability and validity of the questionnaire
items used. The exploratory factor analysis was used to measure the
validity. In exploratory factor analysis, Principal component analysis
was performed to extract the constituents of the variables. Factor
rotation adopts orthogonal rotation method, which is a method of
rotating assuming mutual independence between factors. In the present
study, the eigenvalue of 1 or more was used and the factor load was
0.53. In this study, a total of 37 items were used for analysis in
both countries. The results of exploratory factor analysis showed that
9 factors were divided into practical factors such as practical, social,
hedonic, system quality, service quality, information quality, user
satisfaction, reuse intention and recommendation intention of mobile
instant messenger.

4.3. Factors and Satisfaction of Mobile Instant Messenger
Regression analysis of satisfaction shows that practical, pleasure;
system quality, service quality, information quality, etc. are related to
satisfaction in Korea. In case of Vietnam, practical, social,
Relationship was significant.
The practical factor was found to be significant in Korea (β =
0.250, p = 0.000 <0.05), while in Vietnam only ((β = 0.234, p =
0.000 <0.05). Therefore, Vietnam and Korea are paying attention to
practical factors for users and it is found that this is an important
factor of mobile instant messenger. The social factors were positively
influenced in the case of Vietnam (β = 0.496, p = 0.000 <0.05),
while the effect of Korea was not significant (β = 0.068, p = 0.194>
0.05)(Β = 0.359, p = 0.000 <0.05) and Vietnam (β = 0.303, p =
0.000 <0.05) were significant in terms of pleasure, which had a
positive effect on the immersion of the mobile messenger app. It
turned out to be a variable
In addition, the system quality factor was not significant in Korea
(β = 0.162, p = 0.003 <0.001) but Vietnam (β = 0.062, p = 0.220>
0.05). The service quality in Korea (β = 0.198, p = 0.000 <0.05) has
an effect but Vietnam (β = 0.067 p = 0.179> 0.05) has no
significant effect. Information quality was found to be significant in
both the Korean case (β = 0.183, p = 0.001 <0.05) and the Vietnam
case (β = 0.163, p = 0.001 <0.05). Overall, the characteristics of
mobile instant messenger in Korea were found to affect satisfaction
by 52.2%.
In the case of Vietnam, the explanatory power was 59%, which
proved to have a slightly larger effect. Therefore, it is analyzed that
Korean consumers are aware of important problems such as practical,
hedonic, system quality, service quality and information quality, and
that Vietnamese consumers are interested in practical, social, hedonic,
and information quality.
Empirical Results
Intention to Reuse

of

Relationships

between Satisfaction

and

Regression analysis of satisfaction and re-use intention revealed
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that Satisfaction level of Korea and Vietnam was significant in re-use
intention as shown in <Table 4-5>.
Satisfaction was found to be significant both in Korea (β = 0.725,
p = 0.000 <0.05) and Vietnam (β = 0.854, p = 0.000 <0.05). And
the R squared resin showed 52.6% in Korea and 72.9% in Vietnam.
Therefore, Vietnam proved to have more influence on reuse intention
than Korea.
An Empirical Analysis on Satisfaction and Recommendation
Intention
Regression analysis of satisfaction and recommendation intention
showed that the satisfaction level of Korea and Vietnam was
significant in relation to recommendation intention as shown in
<Table 4-6>. Satisfaction was found to be significant both in Korea
(β = 0.723, p = 0.000 <0.05) and Vietnam (β = 0.791, p = 0.000
<0.05)In the case of Korea, the R squared is 52.3% and the R
squared index is 62.5%.Therefore, Korea and Vietnam seem to have
almost the same effect on the recommendation intention.

4.4. Hypothesis Result Summary
The main results of this study are summarized as <Table 4-7> and
examined the difference between Korea and Vietnam.
<Table 1> Summary of Research Hypothesis Test Results
Division

Hypothesis

Adoption of hypothesis
Korea

Vietnam

H1

Practical motivation will have a positive
Adoption
effect on user satisfaction

Adoption

H2

Social motivation will have a positive
effect on user satisfaction

Dismissal

Adoption

H3

Pleasure motive will have a positive
effect on user satisfaction

Adoption

Adoption

H4

System quality will have a positive
impact on user satisfaction.

Adoption

Dismissal

H5

Service quality will have a positive
impact on user satisfaction

Adoption

Dismissal

H6

Information quality will have a positive
impact on user satisfaction

Adoption

Adoption

H7

User satisfaction will have a positive
effect on re-use intention

Adoption

Adoption

H8

User satisfaction will have a positive
effect on recommendation intention

Adoption

Adoption

5. Research Results
The results of this study suggest the following implications. First,
the similarity between Korean and Vietnamese users shows that the
user satisfaction of mobile instant messenger has an influence on re use intention and recommendation intention. In Korea, utility, hedonic,
system quality, service quality, information quality, etc.; in Vietnam,
practical, social, hedonic, and information quality factors were
affecting satisfaction. Therefore, the importance of practical, pleasure,
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system quality, service quality, information quality etc. are important
for Korean users.
Social factors show that mobile instant messenger is an important
means to maintain social relations with others. However, Korean users
did not increase their satisfaction with mobile messenger even though
they recognized that social relationship was good through mobile
instant messenger. Since mobile instant messenger is already widely
used in Korea nowadays, it is not an important factor for users to
use a lot of people around them. In addition, the self-expression
motive, which has a personal value, thought that mobile instant
messenger users would enjoy themselves while exposing their feelings,
thoughts, and information, thereby leading to satisfaction with their
own. Nowadays, mobile instant messenger users Can still be fairly
cautious about their exposure.
On the other hand, Vietnamese mobile instant messenger users
showed preference for self-expression, and the more they are
interested in others, the better their mood will be. System quality and
service quality factors have a positive effect on satisfaction for
Korean users
Korean users are sensitive to system quality and service quality,
and system quality and service quality have a strong influence on
usage purpose, which may have a significant effect on user
satisfaction. In Vietnam, information and communication technology is
not developed yet, so companies cannot provide the best service
quality and Vietnam IM users do not have much expectation of
service quality. Therefore, the system quality and service quality
factors did not affect the satisfaction of Vietnamese users.
Second, satisfaction of mobile instant messenger in both Korea and
Vietnam affected reuse intention and recommendation intention. The
higher the reliability of the service, therefore, it is necessary to
provide a service that can improve the satisfaction of mobile instant
messenger users in both Korea and Vietnam in order to increase the
intention of reuse and recommendation intention.
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Design of Forest Welfare Service Model Using IOT
Dae-Bum Lee*, Yong-Seok Seo***

Abstract
In this study, the type of forest welfare service of recreational
forests using ICT and the IoT infrastructure to support them were
designed. VR contents for recreation forest guide for recreational
forest visitors, recreation forest room finding guide service, reservation
based event support service, reservation forestry sales support service,
recreation forest user usage behavior and various sensing data big
data analysis service and use Satisfaction survey and complaints
resolution service. Beacon, LoRa, and WiFi networks are required for
the IoT infrastructure in the recreational forest that supports these
services, and a batch and stream data big data analysis platform is
required.
Keywords: Forest, Welfare, IOT.

1. Introduction

2. Design of forest welfare service infrastructure
using IOT technology
2.1. Types of forest welfare services in recreational forests
and ICT infrastructure requirements
1) Types of forest welfare services in recreational forests and ICT
infrastructure requirements
<Table 1> Forest welfare service types and ICT infrastructure requirements
for forests
Forest welfare service
type
Providing contents
service and
location-based safety
and convenience in
resort facilities
-

The importance of forest welfare services such as recreational
forests, trails, healing forests and urban forests is increasing due to
social changes such as aging and the spread of recreational culture.
In the case of recreational forests, one of the representative forest
welfare services, provision of VR contents for pre-reservation tour and
experiential VR service for difficult-to-visit recreational forests are
only provided to some recreational forests. Since it is impossible to
navigate to reserved rooms that have been scattered since then,
visitors arriving at night are in a difficult situation. In addition, it
was difficult to support customized sales of local forest-specific forest
products to the visitors who visited the resort, and there was also a
lack of system for booking and promoting the events themselves.
Forest welfare facilities such as recreational forests are generally
mountainous areas with many shaded areas, making it difficult to
realize sensing-based IT services that can provide convenience, safety,
and efficiency for users.
In this study, IoT infrastructure requirements and infrastructure for
forest welfare services of recreational forests were designed. To do
this, we analyze the service types of recreational forests, analyze the
communication technology infrastructure requirements for each service,
and present the forest welfare service model through the proposed
IoT infrastructure.
* First Author, Professor, Department of industry-Academy Cooperation
Foundation, Mokwon University, Korea. E-mail: dblee@mokwon.ac.kr
** Corresponding Author, Associate Professor, Department of
industry-Academy Cooperation Foundation, Mokwon University, Korea.
E-mail: sysboom@mokwon.ac.kr

Recreational forest
reservation support and recommendation
service through batch
and stream big data
analysis

Recreational Forest
Information and
Experience VR
Contents Service

-

Recreational Forest
Room Service

-

Event support service
for recreational forest
visitors
-

ICT infrastructure requirements for service content
and support
Forest education or forest commentary contents
service and location-based safety and convenience
service in resort
Support for beacon and LoRa infrastructure for
services such as trail guidance and safety accident
management in recreational forests
Big data analysis platform for customized services
such as reservation priorities and analysis of
reservation attempts and failure times
Reflection of recreational forest design through
collecting and analyzing user movement trajectory
through communication record between beacon
transceiver and user terminal
Ethernet infrastructure for connection to IOT and
remote platform, including beacons in recreational
forests to provide location-based analysis services
VR AR contents service for information and
experience for recreation forest reservation
VR for people who are unable to visit recreational
forests such as people with disabilities or patients
VR content, AR and MR services need HMD, wired
/ wireless infrastructure for contents downloading
Information service from the entrance of the resort to
the reserved rooms
Communication infrastructure required to support
real-time guidance system for vehicle driver without
GPS support
Recreational forest reservations in the same area and
period.
Support linking recreational forest area and seasonal
forest products sales
Requires a chiller platform that can be linked to the
booker and has about 1000 simultaneous executions

Recreational Forest - Artificial intelligence-based service robot capable of
Information
natural speech recognition and able to respond to
Consultation in Robot
user's questions on its own
and Recreational
- Voice recognition and artificial intelligence processing
Forest Artificial
infrastructure required
Intelligence Service
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Table 1 summarizes the ICT infrastructure requirements to support
the types and services of forest welfare services for natural recreation
forest visitors, centered on the Forest Service.

2.2. Big data analysis service for recreational forest user
based on beacon signal
The location-based, IOT-based infrastructure and service scenarios
of recreational forests are as follows. Recreational forests include
beacons, LoRa networks and control centers. Recreational forest
visitors can receive various services using separate terminals and
smart phones that support LoRa network. That is, it is possible to
inform the location of the current location as the user moves through
the resort forest and to automatically explain the unusual contents.

In Fig. 2, it is possible to provide guidance and contents by using
a beacon transmitter installed in recreational forests, trees, especially
plants, and special facilities. Since the beacon transmitter has a
unique ID and the location of the beacon ID is preset according to
the beacon ID, the user receives the signal (unique ID) of the beacon
transmitter using his/her own smartphone or a dedicated terminal, and
transmits it to the server. The transmitted beacon signal is collected
through Kafka of Big Data Platform and analyzer. Recreational Forest
Data Storage and Analysis Manager's Spark Streaming based beacon
based trajectory analyzer can analyze the beacon signal transmitted in
real time. Through this, it is possible to remodel the recreation forest
because it can analyze the departure and stay time of each user.

3. Results
The forest welfare infrastructure and service support system
proposed in this study can be utilized to improve the user satisfaction
throughout the whole period from reservation to use and after using
as shown in Fig.

<Figure 1> Examples of composition and service rooms in recreational forests

2.3. Infrastructure construction and services in natural
recreation forests
As shown in Fig. 2, the location-based analysis service can receive
the beacon signal of the IoT-based recreation forest information
system shown in Fig. 1 as a stream and analyze it in real time or
analyze it in batches to provide services.
<Figure 3> Realization of full-time service through forest welfare IOT infrastructure

The system for delivering the reserved rooms of the proposed
recreational forest user can be used as a navigation system of the
facilities in the environment where the GPS is not supported and the
realization of the IoT infrastructure for the forest welfare facilities
and services can be achieved by expanding the mountain weather
network and collecting the forest data It can also be used as an
infrastructure. In the era of the fourth industrial revolution utilizing
artificial intelligence and CPS (Cyber Physical System), forest welfare
services need to utilize IOT, big data, and artificial intelligence robot
technology, and realize sensing, communication infrastructure and big
data analysis infrastructure to support them Is very important. Of
course, smartphone freezone and electromagnetic freezone service,
which are completely blocked from IT technology and electromagnetic
waves, are considered to be one of the most important forest welfare
services.
<Figure 2> Beacon-based Big Data Analysis Service Model
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A Study on the Determinants of A Next-Generation Dominant Design:
Focused on the Electronic Display Industry*
Inhwan Yoon**, Chul-Ho Jung***, Dong-Shin Kwak*****

Abstract
This paper uses the concept of dominant design to identify the
determinants for the emergence of a next-generation dominant
electronic display. We employ multiple research methods with the
participation of display experts, which combine case studies, an
unstructured interview, and the Delphi method. The results show that
the importance of rapid technological innovation, including component
and process innovations, and a competitive edge in manufacturing
costs are important.
Keywords: Dominant Design, Determinant, Next-Generation Electronic
Display.

1. Introduction
In the electronic display industry, the cathode ray tube (CRT)
display became a standard for televisions (TVs) in the middle of the
20th century (Mentley, 2002). The liquid-crystal display (LCD) is the
dominant design at present, and is ubiquitous in our lives (Luo et al.,
2014). Along with a significant decrease in the cost of thin film
transistor (TFT)-LCD, strict consumer demands for improvements in
image, color and viewing angle have brought about a wider
applicability for LCD-based products.
However, LCD displays still face challenges from new displays,
such as organic light-emitting diode (OLED) displays that have the
potential to be dominant in next-generation displays. The reason for
this is that OLED displays have technological strength in terms of
their image quality, motion, contrast ratio, viewing angle, and more.
In addition, since these have a thin layer of organic material that
emits light when stimulated by electricity (Tseng et al., 2009), OLED
displays have no corresponding back light unit (BLU) component
(Coe-Sullivan, 2014). Therefore, the OLED technology can be used in
next-generation displays, such as flexible, wearable, and transparent
* This paper was modified and developed from the Ph.D. thesis of
the first author.
** Associate Research Fellow, Future Strategy Research Department,
Land & Housing Institute
*** Professor, Department of Business Administration, Mokwon University.
**** Ph.D. Candidate, Department of Business Administration, Mokwon
University, Korea.

displays. At present, LCD and OLED displays compete both with
digital TVs, which have the highest revenue efficiency and in mobile
displays for sales volume and product innovativeness. Their sponsors
are currently competing to dominate the next-generation display
industry, nurturing their technological strengths, progressing through
technological evolution, and expanding the relevant markets.
Various determinants influence the advent of the dominant design
in many different industries. Similarly, promising displays may not
rely entirely on a single determinant to emerge as the dominant
design. Eggers (2014) articulates that the continued evolution of LCD
displays toward an emerging dominant design configuration was
shaped by several events, including an increase in consumer value for
color screens, plasma makers’ abandonment for research and operation
of plasma display panel (PDP) technology, the advent of TFT-LCD
displays, and improved performance and reduced cost of LCD
displays attained by applying amorphous silicon.
This paper uses the dominant design concept to identify the
determinants of a next-generation dominant electronic display and
employs multiple methods that combine the case study method,
unstructured interviews, and the Delphi method, through the
participation of display experts in each stage.

2. Literature Review
In order to conceptualize the dominant design, this paper classifies
theoretical streams into four viewpoints. Suarez (2004), van de Kaa et
al. (2011), and Yoon et al. (2014) insist that the literature related to
the dominant design has been studied, along with four theoretical
viewpoints. First, industrial economists focus on the dominance of
architecture in a product category or an industry. They explain that
the dominant design is a single architecture that dominates a product
class (Abernathy & Utterback, 1978) or a specific path along the
industrial hierarchy that establishes dominance among competing
design paths (Suarez & Utterback, 1995). In turn, industrial
economics focuses on the dynamics of industries and the evolution of
technology. Second, within network economics, a different theoretical
stream has been developed according to the concept related to
network effects, an installed base, complementary assets, and so on.
Arthur (1989) explains that the dominant design is affected by the
numbers of each that are adopted at the time of choice since
adoption according to market share determines not the next
technology but rather the probability of each technology being chosen.
Third, institutional theorists emphasize that the advent of the
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dominant design is a conscious strategic objective of firm strategy by
supporting the diffusion of their architecture and new technologies.
Therefore, they highlight the role of firm or institutional strategy,
such as licensing, pricing and marketing initiatives. Finally,
researchers in the field of technology management define the
dominant design as a de facto standard that usually takes 50% or
more of the market share. A specific technological design achieves
dominance when, one or both of the following cases occur: (a) the
most closely competing alternative design abandons active
competition; (b) a design achieves a clear market share advantage
over alternative designs (Suarez, 2004). Researchers in the field of
Technology management demonstrate a dominant design as a de facto
standard and integrate the determinants of organizational and
environmental factors.

participated in this research believe that LCD displays take a leading
position as the current dominant design in the FPD industry and
OLED displays are more likely to emerge as a next-generation
dominant display. In addition, the results emphasize that display
makers should devote their resources to rapid technological innovation
and create a competitive edge in manufacturing costs for market
dominance so that they gains a dominant position in the display
industry.
Technological factors
• Technological superiority
• Speed of technological
innivation
• Technological generality

Firm-level factors

3. Research Design

• Installed base
• R&D intensity

This paper conducted multiple methods that strived to ensure
validity and reliability through the participation of external display
experts as follows. First, on the basis of a literature review and case
studies, this paper conducted unstructured interviews to examine the
determinants of a dominant display. The interviews were conducted
with two display experts, and each has more than ten years of
experience in the field. These interviews were completed as
face-to-face discussions five times from November 3rd, 2015 to
December 6th, 2015 without imposing limitations on the interview
format (e.g., questionnaire and minutes).
The specific use of the Delphi method in this research establishes
the validity of the determinants to construct an integrative framework.
To invite experts for this work, this research requested the
cooperation of members from major display firms’ forums and
academic and industrial experts by telephone or e-mail through the
support and advice of the experts in the interviews as key informants.
This work assembled a panel suitable for the research, having 6
experts in corporate R&D, 5 in product planning, 7 in consulting,
including media, and 6 in academic and research institutions. Their
experience comprises an average of about 13 years in their fields.
This work also conducted an on-line survey containing a
semi-structured questionnaire that included open-ended questions and
fixed-alternative questions using a five-point Likert scale. The reason
for this was to ensure convenience in the response submission as
well as the anonymity of the participants while reducing the negative
effects of further interaction. The survey was initially conducted from
June 10th, 2016 to July 31th, 2016.

4. Results
This study suggests that promising electronic displays are
influenced by technological, organizational, and environmental
determinants (see <Figure 1>) and that a next-generation dominant
display will emerge as a result of technological competition,
technological evolution, and market dominance. Most experts that

• Pricing(component)

Environmental factors
The emergence of
a next-generation
dominant display

• Solidarity with front
and rear industries

<Figure 1> Integrative framework for the emergence of a next-generation
dominant display

5. Conclusions
This study highlights the usefulness of the dominant design
concept and extends the understanding of industrial standards,
technology selection, and technological innovation. The approach of
this study, which combines literature review and empirical evidence,
would improve and complement the frameworks in current studies on
dominant design. This approach will also contribute to existing
methodologies for integrating different factors by using expert
networking.
The results of results provide the following practical implications
and considerations. First, the ‘speed of technological innovation’ with
the highest priority signifies that display makers should simultaneously
accelerate component and process innovations rather than innovation
in the current dominant display only. Component innovation may
induce rapid improvement in performance by overcoming
technological inferiority, and process innovation can build a
foundation for cost advantage and improvement in the manufacturing
yield rate. Therefore, the acceleration of these innovations for
next-generation displays can be the innovative trigger. Second, since a
dominant design is a de facto standard based on market acceptance
and competition, the importance of ‘pricing (component)’ implies that
cost leadership is critical for a larger initial market share. That is,
market dominance, arising from cost leadership, which is directly
related to various applications and broad demands, is more important
than direct demand in front industries and R&D investments of
display firms to maintain their technological advantage and
subsequently, to secure new markets.
This study however, has the following limitations. The
cross-sectional method employed presents difficulties in predicting
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variations in the importance of the determinants. In addition, experts
in only the Korean electronic display industry were consulted, and
therefore, the panel’s responses to the unstructured interviews and the
subsequent results of the Delphi method may not represent a
geographically diverse sample, even though Korean display companies
lead the global display industry with advanced technologies.
Therefore, further research that considers longitudinal approaches with
international experts might be required to establish a causal
relationship.
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A Study on the Relationship between Port Competitiveness and
Logistics Cluster Performance
Sangchun Lee*, Yongseok Seo***

Abstract
With the growth of the global economy, port competitiveness is
becoming more important. This means that maritime transport still
accounts for a large portion of the national economy. Therefore, this
study analyzes the factors of port competitiveness and analyzes the
relationship between port cluster performance and port cluster
performance. This study is an empirical study on the relationship
between port competitiveness and logistics performance. For this
purpose, the analysis is focused on port infrastructure, informatization
level and logistics operation capability. Especially, this study focused
on the data in the center of Jiangsu province in China and found
meaningful implications. This has led to the suggestion that ports can
increase competitiveness and expand their performance. As a result of
the study, the importance of infrastructure and operational capability
of port was confirmed and a port development strategy based on it
was suggested. Therefore, the port should increase capital investment,
strengthen infrastructure construction, improve equipment and
equipment for port operation, and improve logistics operation
efficiency. Ports should be constructed with ports integrated with
transportation, warehousing and distribution to facilitate the
development of the logistics industry and improve the performance of
the port logistics industry.
Keywords: Port Competitiveness, Port Infra Structure, Port Operation
Capability.

Ports serve as a major hub for international trade, with China
being the largest trading partner of major trading partners. The trade
volume with China is the first in terms of exports and the second in
terms of imports in May 2016. Korea and China have fierce
competition and diverse dynamics in various fields such as economy
and politics within the Northeast Asian region. It is essential that
measures to cope with such a competitive environment and
establishment of cooperation relationship are essential.
China's economy, which is emerging as one of the changes in the
global environment and the process of technological innovation, is
changing and influencing the global economic environment. Especially,
due to the development of Chinese economy, which acts as a
production base of the world, Korea and China, which are aiming to
become hub ports of Northeast Asia, have been in a competitive
relationship and various dynamics in the development of port related
industries. In particular, competition in the region of Northeast Asia
is expected to develop more intensely, and both Korea and China
have faced challenges such as preparing countermeasures against
competition and improving cooperation. In particular, the development
of port related industries such as port advancement is becoming an
important issue. As such, the competition environment between
maritime ports in Northeast Asia is expected to change drastically and
competition between ports around Korea and China has been expected
to further increase.

2. Literature Research
2.1. Definition of Port Competitiveness

1. Introduction
With the growth of the global economy, the portion of port
logistics in the national economy is increasing day by day. In this
situation, strategies are needed to improve port competitiveness and
develop the port logistics industry.
In Korea, the importance of ports is more important because the
share of imports and exports through maritime transport is close to
80%. Although the importance of air transportation has been rising
steadily, the value of freight for sea transportation is still high.
* First Author, Professor, Dept of International Trade, Jungwon University,
Korea.
** Corresponding Author, Professor, Department of Industry-Academy
Cooperation Foundation, Mokwon University, Korea.
E-mail: sysboom@mokwon.ac.kr

The definition of port competitiveness has been diversified. In the
study of Voorde and Winkelmans (2001), the significance of port
competitiveness is defined as the competitiveness of the port logistics
system in order to increase efficiency of activities such as the
creation of port trade volume, In other words, the competitiveness of
the port has been influenced by factors such as the efficient operation
of the port operators.

2.2. Index of port competitiveness
Port competitiveness refers to the ability of the port itself to
surpass the harbors that are realistic and potentially competing to
survive and develop, and consists of three components: location
conditions, harbor conditions, and development potential. The location
conditions here refer to the port land and terrain conditions and
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surrounding conditions required for the port as a port. The port
condition refers to the harbor condition based on the transportation
infrastructure that should be provided by the port and the
development potential refers to the conditions such as various support
policies and development plans necessary for the growth as the hub
port in the future. Ports with appropriate conditions will have
sufficient competitiveness in competition with rival ports.

2.3. Port Logistics Industry
The logistics industry is an industry that shows its management
performance through logistics activities and logistics support activities.
Logistics and support activities include transportation, storage,
unloading, packaging, distribution, and information systems operations.
Transportation includes railroads, highways, water transport, airlines,
pipelines and other logistics resources. Such transportation has been
industrialized and related industries such as storage, unloading,
packaging, distribution processing and logistics information have been
formed. The port logistics industry utilizes the competitiveness of
harbors mainly in ports, strengthens logistics support activities around
the ports, and constructs port-based industrial complexes. These
include industries such as logistics, inventory and distribution,
technological factors such as information technology, and optimal
decision-making issues such as supply chain management.

product classification, and transportation to designated users. It
includes many aspects such as logistics costs, timely completion of
orders, and reliability of order delivery. Efficient logistics operations
are an important factor for logistics companies to attract large
numbers of customers and improve logistics companies to maintain a
constant market position in intense competition. Logistics management
capability means that logistics managers optimize allocation through
planning, organization, coordination and control. Reasonably use
corporate resources to increase logistics efficiency and reduce logistics
costs. The higher the logistics operation capability, the higher the
operational efficiency of port logistics companies. The better the
quality of service, the higher the customer satisfaction.
<H3> Logistics operations and port competitiveness have a
significant positive correlation.
The port logistics industry cluster does not consist of a group of
companies but a network structure centering on harbors and a
co-operative organizational structure through autonomous cooperation
and competition. In order for port logistics industry clusters to have a
certain level of competitiveness, related companies in the cluster should
maintain high productivity and profitability. Therefore, logistics service
innovation, improvement of port facilities, level of informatization and
logistics operation ability can be seen as important factors in
accomplishing the cluster logistics industry cluster performance.
<H4>

3. Empirical analysis
Port infrastructure in terms of port competitiveness is determined
by sea transportation routes and port hardware. Maritime transport
companies choose ports based on the marine route of the port and
the capacity of the port. The capacity of the port depends on the
size of the port infrastructure. Competitive harbors will transport more
goods, carry more of the business of transportation, storage, related
industries and other industries.

The port competitiveness has a significant positive
relationship with the port logistics cluster performance as
an intermediate factor.

Port infrastructure

Port logistics
Informatization

port
competitiveness

port logistics cluster
performance

Port logistics

<H1>

Port infrastructure and port
significant positive correlation.

competitiveness

have

a

Logistics informatization is a series of activities in which logistics
companies use modern information technology to strictly control
product flow by collecting, sorting, and transmitting information in
the logistics process. So it reduces logistics costs and improves the
economic efficiency of business management. Port logistics companies
are able to process the most satisfactory logistics service cargo
information quickly, timely and accurately. This not only improves
customer loyalty to port logistics companies, but also increases the
visibility of the enterprise. Informatization of logistics equipment
improves the efficiency of logistics operation and enables
reorganization of logistics process through logistics information
technology.
<H2> Logistics informatization and port competitiveness have a
significant positive correlation.
Logistics operations include customer orders, order processing,

operations

4. Results of Analysis
Independent /Mediator Standardized
T value P value
/Dependent variable
β value
0.687
7.998
0.000
Port Infrastructure
0.588
6.578
0.005
/ port competitiveness
0.387
6.440
0.000
/Port logistics cluster
performance
0.387
6.338
0.000
Port logistics
0.397
5.587
0.000
Informatization / port
0.344
4.956
0.000
competitiveness
0.138
2.123
0.044
/Port logistics cluster
performance
0.551
8.398
0.000
0.551
8.367
0.000
Port logistics operation/
0.478
7.198
0.000
port competitiveness
0.245
3.333
0.006
/Port logistics cluster
performance
0.476
6.076
0.000

0.246
0.360

Adjusted
R²
0.242
0.357

0.432
0.158
0.116

0.430
0.157
0.110

0.374
0.287
0.220

0.368
0.265
0.216

0.399

0.391

R²
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5. Conclusion
This study is an empirical study on the relationship between port
competitiveness and logistics performance. For this purpose, the
analysis is focused on port infrastructure, informatization level and
logistics operation capability. Especially, I focused on the data in the
center of Jiangsu province in China and found meaningful
implications.
As a result of the study, port infrastructure and port operation
have a meaningful positive correlation with logistics competitiveness.
However, port logistics informatization level was not significantly
correlated with port competitiveness. This provides the following
implications. Port infrastructure refers to the capacity of the port to
accept. Therefore, if the port infrastructure is insufficient, the
development of the port cannot be expected. As the infrastructure of
port develops, more logistics can be accommodated, which is a great
competitive edge of the port. As a result, the performance of the port
logistics industry will increase. Therefore, the port should increase
capital investment, strengthen infrastructure construction, improve
equipment and equipment for port operation, and improve logistics
operation efficiency. Ports should be constructed with ports integrated
with transportation, warehousing and distribution to facilitate the
development of the logistics industry and improve the performance of
the port logistics industry.
In addition, logistics operations capacity is closely related to
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attracting new customers, customer retention, and customer
satisfaction. This indirectly affects the performance of the port
logistics industry. Therefore, it is necessary to improve service level
through excellent talent.
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The Causality Analysis of the Impact of A Hotel Chief’s Competency on Job Satisfaction
and Customer Orientation: Focusing on Control Impact of Organization Concentration
Hun-Jung Jung*, Hye-Won Lee**, Dae-Sub Park****

Abstract
The purpose of this study is to identify the structural influencing
relationship of a hotel chief’s competency, job satisfaction and guest
orientation. Moreover, this research tries to point out implication of
effective human resource management, based on competency, to
intensify job satisfaction and guest orientation, by verifying the
influential relationship of job satisfaction between personal competency
and guest orientation.
To achieve those goals, as a result of substantiation analysis, a
hotel chief’s personal competency, such as self-control, guest
orientation, situation management and professionalism, has a positive
impact on job satisfaction. However, it turned out that situation
management has no positive influence on guest orientation. Lastly, the
analysis indicated that organization concentration has control effect on
job satisfaction and guest orientation.
Keywords: Hotel Chief’s Competency, Job Satisfaction, Guest
Orientation, Human Resource Management.

1. Introduction
These days, management environment is experiencing dramatic
changes due to several reasons, such as globalization, an increase of
single-life, a change in population structure, informationization and an
arrival of technology society. A hotel business is going through a
variety environment change, related to the employment, for instance,
changes in the employment relationship and the innovation of
organizational structure. Since the hotel industry is highly relying on
human resource, securing, maintaining and management of competent
employees decide whether the business will succeed or not. Therefore,
human resource management is the main and continuous interest of
the hotel industry to maximize management effectiveness (Oh, 2003).
To maximize sales, it is better to focus on food and beverage,
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University, Tel: +82-041-630-3296, E-mail: ofschc@naver.com
** The Second Author, Graduate School of Hotel Restaurant Management,
Sang-Myung University, Korea. Tel: +82-02-3478-8860,
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which can generate profit based on the management, than limited
room sales revenue (Jang & Lee, 2011). Moreover, since the cost of
food and beverage sales is high, which shows narrow difference of
sales profit, the hotel business can maximize revenues with the
quantity, cost management factor (Choi & Shin, 2001; Woo, Seo, &
Cho, 2012).
Therefore, to generate maximum profit and management
effectiveness in the Food and Beverage Department, culinary team
should play adequate role as a production part. To achieve, cook’s
competency needs to be outstanding, and vision to estimate future is
required. This means that through innovative competency, they can
achieve profit maximization by providing produced food with taste
and nutrition, and customer satisfaction.
Recently, a research related to a chief’s innovative competency
(Hu, 2010) suggested that ‘innovative products’, ‘culture’, ‘management’,
‘artistic taste’, and ‘creativity and technology’ are required. Moreover,
cooks’ competency as mentors (Jeong, Byeon, & Kim, 2010) has an
impact on organization’s outcome, and chiefs also highly recognize
‘professional technology and actual job competency’, ‘work
environment and culture adaptation’, ‘management competency’,
‘working hour and adaptation’ by themselves (Kim, Kim, & Park,
2008).
Due to the environmental changes in cooks, culinary team plays an
important role in a hotel to improve the quality of food and
beverage. Since food produced in a hotel culinary department has a
limitation of mechanization and automation, most of them are
produced by human resource; and this implies this job has higher
level of dependence that other career (Kim, Jeong, & Yoon, 2011).
Especially, for improving food and beverage quality and superiority of
a hotel’s competitiveness, job satisfaction, organization concentration
and customer orientation through a cook’s competency is crucial
question to retain a hotels’ competitiveness.
A business requires its employees’ effort and innovation to
elastically accommodate to changing environment since it has dynamic
culture, highly-tensed competition, to adequate for the survival,
maintenance and development of the company. These changes labor
market caused each human resource to have more interest in his or
her career; meaning of career is also changing.
So far, there were a lot of researched about a hotel employee’s
competency, but almost none of them has done a study about the
structural relationship, related to a cook’s personal competency. Chiefs
working in hotels are required to maintain certain standard to manage
their competency and have roles as emotional labors when providing
service to customers.
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This study tries to identify the structural influencing relationship
among a hotel cook’s personal competency, job satisfaction and
customer orientation. Moreover, by proving the relationship,
implications, for effective human resource management strategy to
strengthen job satisfaction and customer orientation, will be suggested.

2. Theoretical Background

frequently used personal competency to identify major competency to
collect and behave the right strategies (Campbell & Luchs, 1997).
This study composed the factors of personal competency as an
self-control ability, customer orientation competency, interpersonal
relation competency, gumption and professionalism, based on previous
studies of Spencer and Spencer (1993), Lee (2006), Seol and Choi
(2007), Kwon (2010), Seo and Yoo (2014), Cho (2014) and Yoo
(2016).

2.1. Personal Competency

2.2. Job Satisfaction

McClelland (1973), who systemized the theory of competency,
related to human resource management, defined competency as
various behavioral and psychological attributes to predict or explain
personal outcomes. Furthermore, more than the meaning of
intelligence, it has been defined as a specific characteristic to present
actual results, and this has to be one of the evaluation object of a
personal.
Boyatzis (1982) structured the definition of competency by
McClelland (1973) by describe competency as a personal immanent
characteristic to bring successful result during working. Moreover,
McLagant (1989) defined competency as an ability which helps bring
great results in a role or work. An ability is a group of knowledges,
skills and intelligent strategies. Fletcher (1991) claimed that
competency is the ability to fluently conduct job activities under the
regulated limit. Spencer and Spencer (1993) stated that competency is
based on an individual’s characteristic which is related to outstanding
results in work or standard effect.
Personal competency is also defined by Dubious (1993) as it is
based on personal attiribute which has been used or possessed for a
successful role in a life. Strebler and Bevans (1996) defined as
extensive thoughts which include transferring knowledges and skills to
new environment when working. Klepm (1980) also stated as a
personal potential characteristic to bring effective and superb results
in work.
Based on previous studies, this research defines personal
competency as an ability to drag outstanding outcomes out during
processing the work.
Furthermore, there are several factors which form personal
competency. Lee (2006) composed with a basic characteristic, work
attribute, self-control ability, interpersonal relation competency,
gumption and professional competency. Also, Kwon (2010) stated that
a personal attribute, gumption, working characteristic, teamwork and
cooperation, self-management ability, understanding interpersonal
relation, physical attribute, professional knowledge, proactive, foreign
language skill/international taste, and guest orientation are making
personal competency. Cho (2014) summed up interpersonal relation,
situation recognition and personal attribute competency for personal
competency, while Seo and Yoo (2014) composed with personal
characteristic and interpersonal relation competency. Lastly, Yoo
(2016) brought, personal attribute competency, the ability to overcome
a situation, interpersonal relation competency and professional
competency, together as factors of personal competency.
A lot of organizational theories and management strategists

Job satisfaction is a personal behavior which presents a level of
positivity forward personal work. Therefore, it defines as satisfied
psychological status and delightful emotion which come from the
evaluation of work environment, including the level of personal
behaviors, values, beliefs and desires, and it has an impact on work
(Kwak, 2003). There are some differences regarding the point of
views of job satisfaction. Hoppock (1935) claimed that job
satisfaction is a combination of psychological and environmental true
job satisfaction, and considered as a series of behavior on the
personal job (Mccornick & Ilgen, 1980).
Researchers retain similar aspects that job satisfaction is a type of
psychological reaction; however, the factors have been shown as the
combination of distinct job satisfaction factors (directed related
factors), such as aptitude, training and values and other attributes,
such as working environment and payroll (Lee, 2004).
Job satisfaction is a gap between the expected and the actual
received quantity. Therefore, to increase a level of satisfaction, needs
should be fulfilled and motivation should be precedenced. In the
dimension of need satisfaction, it could be defined as enjoyable or
positive psychological status from the job evaluation. This is united
experienced need fulfillment and each employee’s psychological and
environmental situations. Moreover, this is seen as an achievement of
job values and accelerated status (Jeong, 2002; Beatty, 2005).
In the service industry, job satisfaction has gained a lot of interest
since it has a direct motivation to customer satisfaction. Job
suitability, prediction of job relationships, roles and harmony in job,
achievements, responsibility, development, promotion, stability,
self-actualization through work, the chance to demonstrate one’s
ability, rights and responsibility in work, service orientation,
relationships with colleagues, professional knowledge, the way to
implement regulations, employee welfare and services, education and
training have turned out to have direct impact (Smith et al., 2005;
Kim, 2006; Kong et al., 2007).
In the hotel culinary organization, previous researches regarding job
satisfaction (Cho et al., 2006; Lee et al., 2008) emphasized that when
payroll, employment, working condition have well settled with human
resource management, satisfaction increases. This shows that a high
level of interaction among employees have a major impact on
satisfaction than the frequency of contacting guests.
In sum of the previous studies, the concept of job satisfaction is a
form each employee’s attitues which represents the personal emotional
psychological preference toward the job.
Therefore, it depends on how employees feel or and evaluate their
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job, payroll satisfaction, chance for promotion, director, internal
relationship satisfaction and working condition, and the satisfactory
level of all those factors have a significant meaning in the
organizational results (Locke, 1876; Fisher, 2000; Jeon, 2015;
Megginson & Chung, 1981; Osborn, 1982).

2.3. Customer Orientation
Customer Orientation has received a lot of attention as
organizations competitively aim customer satisfaction and recognize
customer satisfaction as an achievement. The concept of customer
orientation is from understanding overall value chains of guests to
prediction (Day & Wensley, 1988). Customer orientation focus on
different dimension which is different from current concentration and
extend the research to service area (Kim, 2004).
Hoffman and Ingram (1992) explained it as different from
customer satisfaction, and the behavior of interaction among
organizations, employees and customers, which is the best way to
understand customers to fulfil their wants. Brown et al. (2002)
considered it as a type of personal variable which reflects the
tendency of an employe who provides service. Moreover, it means
employees understand from customers’ point of view and behave in
organizational level to maximize the profit which the guests get.
Allen et al. (2010) defined customer orientation as controlling the
relation of an expression between increasing an employees’ direct
belief action (depth action) and a negative belief action (cover
action).
Service provides show an action to improve guest satisfaction and
build up long-term relationship with them when they have high
customer orientation, and customer orientation can be considered as a
variable to measure customer satisfaction.
In the previous research, at the beginning, they put efforts to form
customer orientation as a single factor to measure to estimate
customer satisfaction and identify an organization’s achievement.
However, in recent studies, customer orientation has been formed in
multi-dimension to specifically estimate psychological status of
employees and service outcomes.
Brown et al. (2002) defined customer orientation as an employee’s
approaching attitude and tendency which coinciding opinions with
guests and understanding customer needs from his or her point of
view; Moreover, he invented two measurements of customer
orientation as an enjoyment dimension and needs dimension. An
enjoyment dimension shows the level of nature to enjoy when
interaction with guests, and the employee’s belief who has ability to
fulfil guest needs is considered as needs dimension.
Donavan et al. (2004) supplemented Brown et al. (2002)’s
customer orientation dimension by extending the factors to four
dimensions: need to paper dimension, need to read customer’s need
dimension, need to deliver dimension and need for personal
relationship dimension.
Periatt et al., (2007) categorized low level of customer orientation
factors as a personal help for purchasing decision, concentration to
identify customer needs, explaining the benefits of products and
pressure strategy. Lee and Lee (2010) formed customer orientation
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with the dimensions of fulfilment of customer wants and customer
response.
Lee (2012) stated that customer orientation is an service provider’s
tendency and belief to fulfil customer wants, and categorized
voluntary customer orientation and business customer orientation as
low level of factors.
Kim (2010) differentiated customer orientation as voluntary
customer orientation by trying their best to behave on customer’s
views and business customer orientation by providing every useful
information.
Jeong (2014) also formed with two dimensions, which are
voluntary customer orientation by voluntarily approaching to geust
without letting them do so and business customer orientation by
providing useful information and honestly reacting to the guest’s
needs.
This research reformulated Brown et al. (2002)’s customer
orientation, and formed voluntary customer orientation, which enjoy to
provide service, and business customer orientation, which provides
every and useful information which are related to work, based on
Periatt et al. (2007), Kim (2010), Lee (2012) and Jeong (2014) since
they could be adjusted to culinary staffs.

2.4. Organizational Commitment
Organizational commitment explains behavior relationship between a
personal and an organization to indicate how a person in an
organization concentrage on the business with their passion. Since it
plays an important role in goal achievements, innovation and stability,
there are many studies have done about it. Organizational
commitment is a person’s psychological condition, which are
belongingness, commitment and loyalty to the organization (Meyer &
Allen, 1991; Kong et al., 2007).
Since the thought of organizational commitment initially used in
organization morphology in 1960s, a lot of research has been
conducted. Detailed context explains job satisfaction, organizational
achievements and the intention to change job for the purpose of
putting effort to retain their talents and maximizing outcomes. This
helps understand psychological states of each employee during a
specific time interval because it has been explained as stable and
constant attitude more than job satisfaction. Therefore, organizational
commitment can be defined as an extensively inclusive idea which
reflects an individual’s emotion toward an organization (Bateman &
Strasser, 1984).
Based on previous studies, Angle and Perry (1981) divided
organizational commitment into continuous commitment and value
commitment based on specific characteristics, and Tett and Meyer
(1993) and Seo (2008) categorized as emotional commitment,
regulation commitment and continuous commitment while Byeon
(2005) separated into temporary and continuous commitment. It has
been considered as one dimension research (Ko & Ryu, 2005; Kim
& Han, 2006) since it is an inclusive concept of belongingness
between an individual and an organization and the overall attitude of
the level of commitment, which reflect multi-dimensional research and
the emotion of an employee toward an organization. Most of studies
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about a hotel organization, specifically kitchen organization, used one
dimension. The reason for using one dimension is to clearly identify
an employee’s organizational commitment (Kim & No, 2008; Allen &
Meyer, 1990; Kim, 2006).

chief’s job satisfaction.

3.2.3. The moderator effect and relationship between organizational
commitment, and job satisfaction and customer orientation
(Hypothesis 3)

3. Hypothesis and Research Method
3.1 Research Model
The model puts a theoretical basis of the impact of a hotel chief’s
personal competency on job satisfaction, the impact of job satisfaction
on customer orientation and the moderator effect between job
satisfaction and customer orientation, and shows research model as
<Figure 1>. To clarify the influential relationship among a hotel
chief’s personal competency, job satisfaction, customer orientation and
organization commitment, a lot of hypothesis has been set based on
different variables from previous studies.

<Figure 1> Research Model

3.2. Hypothesis
The purpose of this study is to analyze the impact of a hotel
chief’s personal competency on job satisfaction. Moreover, the impact
of job satisfaction on customer orientation will be identified. The low
level of variables for personal competency has been considered as
knowledge and technological attitude. Therefore, based on the purpose
of this research, hypothesis are figured out as below.

3.2.1. The relationship between a hotel chief’s personal competency
on job satisfaction (Hypothesis 1)
<H1> A hotel chief’s personal competency will have a positive
impact on job satisfaction.

3.2.2. The influential relationship between job satisfaction and
customer orientation (Hypothesis 2)
<H2> Customer orientation will positively affected by a hotel

<H3>

Customer orientation, based on a hotel chief’s job
satisfaction, will have moderator effect on organizational
commitment.

3.3 Definition of Variables And Measurement Variables
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RFID Voice Guide Service for Pharmaceutical Information
through Information Construction based on Ontology
Kyung-Min Lee*, Min-Soo Kang***

Abstract
In this paper, I suggested a way to provide better medical services
for the blind who is in a blind spot of medical service and solve the
difficulty of taking medicines in daily life. While the appearance of
the blind has been increasing due to various accidents and diseases,
social support for people with disabilities has been still poor. Medical
information is generally printed and transmitted to the patient, but the
blind can’t read this information by themselves. It is important to
help people with acquired blindness due to an accident or illness take
proper amount of medicines at proper time because many of them
should take some medicine. I used Ontology to offer more accurate
medical information to the blind because there are duplicate or
similar information in medical sites which is operated by Ministry of
Health and Welfare in Korea. The purpose of the Ontology is to
clearly define and describe the concept of the resource that is the
target of the information system so that more accurate information
can be found. If you use the Ontology to construct medicine
information knowledge, more accurate and efficient information can
be provided. Therefore, I developed the service which delivers the
medical information based on the Ontology to the blind as a sound
using RFID stickers in this paper.
Keywords: RFID, Medical information, The blind, Sound, Ontology.

1. Instruction
The number and the appearance rate of the blind has been
increasing because of increase in the number of registered persons
with disabilities, population aging, various accidents and chronic
diseases. Among them, the number of visually impaired persons
shows a noticeable increase. The estimated number of visually
impaired persons is steadily increasing every year, and it has
increased about 1.5 times in 9 years.
However, according to the Survey of Disabled Persons conducted
by the Ministry of Health and Welfare, 64.2% of the respondents
* Department of Medical IT Marketing, Eulji University, Korea.
E-mail: kyungmin0668@gmail.com
** Department of Medical IT Marketing, Eulji University, Korea.
E-mail: mskang@eulji.ac.kr

answered that they did not receive a question about social support
after registering their disability, and the degree of feeling of
substantial social support seems low. In addition, for the social
support required for the disabled, medical insurance was the second
highest with 32.8%, followed by income guarantee (38.5%).
That is, the current level of health care services is low, or people
with disabilities are experiencing discomfort or difficulty with
services.
In the case of visual impairment, which is often accompanied by
various diseases or accidents, there are medicines that blind people
should take. However, information on these drugs is often printed and
provided, making it difficult for blind people to access them.
Therefore, in this paper, we propose a method for effectively
delivering drug information through voice to people with visual
impairment who have difficulty accessing drug information.

2. Background and Related Studies
2.1. Sites related to medicine and Ontology
In order to provide a drug guidance service, information on the
relevant drug should be obtained first. Currently, the Korea Food and
Drug Administration (KFDA) provides a variety of information related
to medicines and related products through various sites as a result of
various informatization projects.[3]. However, some of these sites have
similar or duplicate information, making it difficult for users to find
the information they want. In order to solve these problems, there is
a case study on the construction of information on pharmaceuticals
using ontology[1].
An ontology is an explicitly formal specification for
conceptualizing information in a particular field[6], and it is a
knowledge representation method designed to allow machines to
understand and process the relationship and semantic information
between materials when sharing and reusing data in a heterogeneous
distributed environment such as the Internet[3]. In other words, it is a
means to enable consistent communication between humans and
heterogeneous information systems.
This ontology is being studied and utilized for the purpose of
semantic interoperability, standardization, communication, knowledge
management and search in various fields. As a part of this study, we
applied ontology in medicine field.
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2.2. Ontology application and application field
There are various fields in which ontology is actually applied such
as e-commerce, medical field, legal field, search service field, cultural
contents field. In the medical field, the ontology is actively applied
for the unification and compatibility of the languages used in medical
treatment.
In 2009, Kyungpook National University established a research
institute of medical information source technology to study technology
based on medical industry in connection with advanced medical
complex. The Institute of Medical Information and Technology,
Kyungpook National University, is studying ontology DB modeling
technology for the purpose of developing next generation intelligent
medical service integration technology based on wired and wireless.
Korea Institute of Oriental Medicine (KIOM) modeled the
knowledge of Oriental medicine around medicines, prescription,
prescription, pathology, acupuncture and acupuncture and constructed
it as an ontology of OWL type (hierarchy between relations, language
including logical constraint within relation instance) Oriental medicine
ontology is being studied.

3. Experiment
3.1. Ontology construction
<Figure 1> Classification of basic medicine information

The ontology development process is based on the method of
'Ontology Development 101: A Guide to Creating Your First
Ontology' [4] of Noy and McGuinness, which is most used in
business. This method is divided into 7 steps in total. Step 1,
determine the scope of the ontology. Step 2, consider reusing existing
ontologies. Step 3, list important terms in the ontology. Step 4,
Define class and class hierarchy. Step 5 Define class attributes and
slots. Step 6 Define the facets of the slot. Step 7, Create an
individual case.
In this study, we modified it and proceeded through 4 steps in
total. First, defined the scope and scope of the ontology. Since the
scope of the ontology may be limited depending on the purpose of
use and the user, the scope of research on ontology development
should be limited at this stage. In this study, 23 kinds of medicines
on the market are provided by KIMS even within the scope of
ontology related to drug information. In Step 2, important terms were
listed and categorized in the collected data. It lists drug information
such as drug name, efficacy, usage, precautions, and storage methods,
and bundles them using the bottom-up method. Step 3, class and
class hierarchy are defined. In the top class, the main category was
classified as basic information on medicines, professional information
that medical personnel should know, and general information that
users should know.

<Figure 2> Classification of medicines specialized information
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4. Result
The system of this study is in the process of development, and
the tag information of RFID has been read and transmitted to
Bluetooth. Future research will focus on building an ontology
database and linking it with devices. We plan to develop an ontology
using Protege.
The results of this study are meaningful in that the medical
information is divided into professional information that the expert
should know and general information that the user should know. We
have constructed ontology of the nature suitable for the system of
this study, which is expected to contribute to efficient management
and use of medical information.

5. Conclusion

<Figure 3> Classification of general medicine information

Step 4, set the relationship between class and attribute.
The national and English names classified in the basic information
of pharmaceuticals, the attributes of insurance information, and the
division of specialty and general are considered to be in the property
relation rather than the class relationship. In addition, drugs can be
classified into generic drugs, reference drugs, and generic drugs,
which are generic drugs for counterparts. Therefore, control drugs and
generic drugs are set as subclasses of drugs. Also, duplicate contents
of drug information were transferred from basic information in the
class of professional information and general information.

<Figure 4> Representation of attribute relations

The development potential and expectation of the medical industry
is getting bigger as technology develops. As a result, the importance
and interest of medical information is increasing. In order to utilize
medical information, it is necessary to avoid duplication and to
organize and refine the necessary information appropriately and
systematically. In this paper, we try to solve this problem through
ontology, Through future research, we will establish a relationship
between information resources related to pharmaceuticals to provide
more efficient and accurate information and to improve accessibility
to medical services.
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Evaluation of Competitiveness in Auto Distribution Industry
between Korea and Russia
Jae-Sung Lee**

Abstract
This study undertake to figure out 2 country’s trade structure to
accelerate Korea-Russia economic cooperations and find out trade
discrepancy to increase trade volume through improvement direction
and eventually, look for way of trade expansion. To analyze trade
decision factor of both 2 countries, Index of trade specialization
invented by trade specialization theory is used to analyze it. Even
though specific factor should be materialized in terms of analysis of
trade decision factor, realistically, concreted explanations are difficult
as there are so many unsolved factors and its diversifications. First,
these Index of A value/ B value means Korean against Russia market
share/Korean against world market share, of which is comparative
market competitiveness. Second, So, Korea is taking comparative
advantage of export specialization. Third, RCA indexes are
considerably improved compared to that of 2000. This research is
analyzed by quantitative measurement with trade specialization and
revealed comparative advantage index, market share to see how
inter-trade relations are changed over past 10 years. It is understood
that Korea has sufficient production capability with competitiveness
against Russia car industry, and overwhelmingly dominant market
share against Russia car export to world market.
Keywords: Trade Specialization, Revealed Comparative Advantage,
Market Share.

1. Introduction
Korea’s car output is expected to increase in 2015, according to
an industry outlook jointly released by Korean government and the
Korea Automobile Manufacturers Association. The global automobile
industry is showing signs of recovery thanks to US and European
economic recovery and steady economic growth in China and India.
However, demand could still shrink due to economic recession in
emerging markets, the MOTIE said in its statement. In 2015, the
country’s vehicle production and exports are expected to rise, thanks
to continued growth in exports to North America, also a reduction in
tariffs on cars, and high domestic demand for replacement of older
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vehicles. Under the South Korea-EU FTA, tariffs on vehicles with
emissions of less than 1500cc will be additionally reduced from 3.3
percent to 1.6 percent from July 2015.Estimated figures show that
domestic sales of finished cars increased 8.2 percent in the year to
last month thanks to restyling and strong sales of imported cars.
Vehicle output and exports decreased 4.7 percent and 4.0 percent
respectively in November from a year due to market uncertainty in
Eastern Europe and General Motors’ withdrawal of its Chevrolet
brand from Western Europe. Auto parts sales fell 9.3 percent in
November from a year earlier due to continued recession in emerging
markets.
This study is looking for the trade problems to figure out ways
to increase the trade between the two countries. Hence, That is the
reason why this paper identifies two country’s trade structure and to
make analysis for the factors that affect trade structure.
This research is conducted as followings. Statistical data by
previous research studies will be examined by Chapter Ⅱ. Chapter
Ⅲ, it will be examined car industry structure for 2 countries by the
courtesy of trade statistic data. Chapter Ⅳ, it will be more practical
reviewed based on UN Comtrade statistical data base calculated
according to theories of trade indices, trade specialization index,
Revealed Comparative Advantage index and Market share to analyze
both trade relations. Conclusively, Chapter Ⅴ, this study is summed
up with research limitation comments.

2. Evaluation by RCA for Korea-Russia Automobile
Business
We can review Korea-Russia car industry by the courtesy of tool,
Revealed Comparative Advantage as under;
<Table 1> RCA Index for Korea-Russia Car Industry
Unit: USD

2000

⓵Korea auto export
against Russia/world
total auto export
0.00003

⓶Korea total export
against Russia/world total
commodity export
0.00013

2005

0.00132

0.00038

3.47368

2010

0.00261

0.00052

5.01923

2013

0.00399

0.00062

6.43548

Year

⓵/⓶ RCA
value
0.23077

Source : own

When we review <Table 15>, it is 0.23077 in RCA index 2000.
Since it is considerably smaller than 1, which means Korean car
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industry is significantly comparative disadvantage with Russia
compared to other industries.
When we review other RCA index, they are 3.47368, 5.01923 and
6.43548 in 2005 2010 and 2013 respectively. Especially, when we
review RCA index in 2005, it is suddenly too much bigger than 1.
That means Korea car industry is much more better situation rather
than 2000 and Korea’s car industry has strong comparative advantage
against Russian industry. Additionally, RCA index of 2010 and 2013
are also much more better situation rather than other industries.
Their RCA indexes are still much bigger than 1 and Korean car
industry has been continuously comparative advantage against Russia
during whole research period from 2000 to 2013 rather than other
industries. Conclusively, we can find out that Korean car industry has
been dominantly high comparative advantage against Russia car
industry.

3. Trade specialization index for Korea-Russia Car
Industry
When we review <Table 2>, TSI for Korea-Russia car industry are
0.90665 in 2000, 0.99831 in 2005, 0.99713 in 2010 and 0.99572 in
2013 each respectively.
Under the this research outcomes, we can understand that all of
TSI indexes are now approaching to +1 during whole research period.
None of TSI indexes are going opposite direction -1.
Since I explained already TSI index definition, TSI is between
maximum value +1 and minimized value –1, in case this index is
approaching to +1, it means the competitiveness is strong and it is
export specialization. If it is o, export volume equals to import
volume. In case it is approaching to –1, it means import
specialization degree is high and what if it is approaching to +1, it
is understood export specialization degree is high.
Conclusively, we can figure out Korea car industry is dominantly
comparative advantage of export specialization. On the other hand,
when we review <Table 3>, Russia is overwhelmingly comparative
advantage of import specialization by the courtesy of time-serial
research analysis method during whole research period from 2000 to
2013. Therefore, in terms of TSI index of car industry between
Korea and Russia, Korea is absolutely export specialization about car
industry and Russia is exactly import specialization in the car
industry without any questions.

<Table 3> Russia Trade Specialization Index against Korea
Unit: USD
⓵Russia Auto export
⓶Russia Auto export
Year
against Korea – Korea
against Korea + Korea
auto export against Russia auto export against Russia

⓵/⓶ TSI
value

2000

-15,427,757

17,016,157

-0.90665

2005

-1,203,581,584

1,205,623,220

-0.99831

2010

-2,827,651,048

2,835,801,180

-0.99713

2013

-5,337,445,384

5,360,408,746

-0.99572

Source : own

4. Comparative Competitiveness for Market share for
car Industrial Structure between Korean and Russia
In case we review <Table 4> during whole research period from
2000 to 2013, Korea has been continuously increasing car export
volume until 2013 without exception such as 0.02729 in 2000,
0.04112 in 2005, 0.04919 in 2010 and 0.05427 in 2013 while
Russia also has been continuously increasing car export volume till
2013 as 0.00188 in 2000, 0.00222 in 2005, 0.00021 in 2010 and
0.00001 in 2013. However, when we meticulously evaluate total
volumes of both 2 countries during whole research period. We can
realize Korea’s export volume is 11 digit figure while Russia’s export
volume is 10 digit figure. It is understood that mentioned figure
indicates Korea has sufficient production capability with
competitiveness against Russia car industry.
Again, Korea has overwhelmingly dominant market share against
Russia car export to world market.
<Table 4> Market Share for 2 country’s Car Industry
(%)
Korea
Period

Russia

(Korea Car
(Russia Car Export Competitiveness
Trade Export Amount
Amount to
based on market
Flow to World/World World/World Total
share
Total Car Export
Car Export
Amount)
Amount)

2000

Export

0.02729

0.00188

Korea

2005

Export

0.04112

0.00222

Korea

2010

Export

0.04919

0.00021

Korea

2013

Export

0.05427

0.00001

Korea

Source : Own

<Table 2> Korea Trade Specialization Index against Russia
Unit: USD
Year

⓵Korea Auto export
⓶Korea Auto export
⓵/⓶ TSI
against Russia – Russia
against Russia + Russia
value
auto export against Korea auto export against Korea

2000

15,427,757

17,016,157

0.90665

2005

1,203,581,584

1,205,623,220

0.99831

2010

2,827,651,048

2,835,801,180

0.99713

2013

5,337,445,384

5,360,408,746

0.99572

Source : own

5. Conclusion
This study empirically analyze how Korea-Russia trade dependent
relationship is shifted during approximately 15 years(2000, 2005,
2010, 2013) by trade specialization index, revealed comparative
advantage index and market share. By this kind of analytical method,
it is available for us to understand import & export structural factor
of 2 countries. Let me conclude this research results as belows;
First, It is 0.23077 in RCA index 2000. Since it is considerably
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smaller than 1, which means Korean car industry is significantly
comparative disadvantage with Russia compared to other industries.
When we review other RCA index, they are 3.47368, 5.01923 and
6.43548 in 2005 2010 and 2013 respectively. Especially, when we
review RCA index in 2005, it is suddenly too much bigger than 1.
That means Korea car industry is much more better situation rather
than 2000 and Korea’s car industry has strong comparative advantage
against Russian industry. Additionally, RCA index of 2010 and 2013
are also much more better situation rather than other industries.
Their RCA indexes are still much bigger than 1 and Korean car
industry has been continuously comparative advantage against Russia
during whole research period from 2000 to 2013 rather than other
industries. Conclusively, we can find out that Korean car industry has
been dominantly high comparative advantage against Russia car
industry.
Second, TSI for Korea-Russia car industry are 0.90665 in 2000,
0.99831 in 2005, 0.99713 in 2010 and 0.99572 in 2013 each
respectively.
Under the this research outcomes, we can understand that all of
TSI indexes are now approaching to almost near +1 during whole
research period. None of TSI indexes are going opposite direction -1.
Conclusively, we can figure out Korea car industry is dominantly
comparative advantage of export specialization. On the other hand,
Russia is overwhelmingly comparative advantage of import
specialization by the courtesy of time-serial research analysis method
during whole research period from 2000 to 2013. Therefore, in terms
of TSI index of car industry between Korea and Russia, Korea is
absolutely export specialization about car industry and Russia is
exactly import specialization in the car industry without any
questions.
Third, The competitiveness for market share means that ratio of
mentioned country’s export to total export of a certain market and it
is understood that the higher its ratio, the more comparative
advantage of its country.
During whole research period from 2000 to 2013, Korea has been
continuously increasing car export volume until 2013 without
exception such as 0.02729 in 2000, 0.04112 in 2005, 0.04919 in
2010 and 0.05427 in 2013 while Russia also has been continuously
increasing car export volume till 2013 as 0.00188 in 2000, 0.00222
in 2005, 0.00021 in 2010 and 0.00001 in 2013. However, when we
meticulously evaluate total volumes of both 2 countries during whole
research period. We can realize Korea’s export volume is 11 digit
figure while Russia’s export volume is 10 digit figure. It is
understood that mentioned figure indicates Korea has sufficient
production capability with competitiveness against Russia car industry.
Again, Korea has overwhelmingly dominant market share against
Russia car export to world market.
Research tool of this paper are 3 methods, namely, Revealed
Comparative Advantage Index, Trade Specialization Index and Market
share which research outcomes are all the way same conclusion.
However, I can not verify Korean car manufacturing companies which
have local manufacturing factories in Russia with lots of production
lines. That means I can not get any data Korean companies located
in Russia and Therefore, I can not differentiate export volumes &
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import volumes Korean local companies located in Russia. Again, I
can not satisfy practical verification crystal clearly in this point which
is this research’s limitation. Therefore, mentioned limitation should be
overcome by means of inter-industry trade index in the next research.
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A Study on Revitalization of Revenue through Difference of Consumer Perception
of Characteristics; Mobile Social Commerce Perspective Approach
Beet-Na Choi*, Hoe-Chang Yang***

Abstract
Mobile shopping has been recently highlighted as an important
distribution channel, some studies on social commerce around the
mobile. This study aimed to verify some cues for invigorating sales
of mobile social commerce companies by analyzing differences in
consumers' perceptions on characteristics of mobile commerce. Total
of 365 respondents who answered the questions about the importance
of and the satisfaction with 14 characteristics of social commerce
were returned, and then, paired-samples t-test and IPA. The results of
paired-samples t-test of each item show that there are statistically
significant difference between the importance of and the satisfaction
with all demographic characteristics, except for LBS(Location-Based
Service), awareness of site, entertainments factors(enjoyment and fun).
Thus, a maintenance/reinforcement strategies planned by companies
are required at the first quadrant, while active improvement strategies
are required at the second quadrant. The findings show that different
marketing strategies should be established for each consumer who
often uses mobile social commerce.
Keywords: Social Commerce, Characteristics of Mobile Social
Commerce, Difference in Consumers' Perceptions,
Invigoration of Sales, IPA.

1. Introduction
Mobile shopping has been recently highlighted as an important
distribution channel, some studies on social commerce around the
mobile (e.g. Jin & Park, 2013, Ma et al., 2016) and others on
characteristics of social commerce (e.g. Jo, 2016) are published, but
there are lack of various clues.
Therefore, this study attempted to verify some cues for
invigorating sales of mobile social commerce companies by analyzing
differences in consumers' perceptions on characteristics of mobile
commerce, after applying the step 1 of strategy deduction approach
using the differences in their perceptions, which was proposed by
Yang and Yang (2017). To this end, perceived importance of and the
* Fist Author, Part-time Lecturer, Dept. of Distribution Management,
Jangan University, E-mail: bnlove20@naver.com
** Corresponding Author, Assistant Professor, Dept. of Distribution
Management, Jangan University, Hwaseong, Korea.
Tel:+82-31-299-3133, E-mail: pricezzang@jangan.ac.kr

satisfaction with 14 characteristics of social commerce were measured.
In addition, this study tried to draw factors to be maintained and
reinforced and others to be improved through IPA (Importance
Performance Analysis), after organizing groups by gender, age and
income.
The findings are expected to provide various clues for mobile
social commerce companies to effectively apply marketing strategies
which are conducted to invigorate their sales.

2. Theoretical Background
The characteristics of mobile social commerce, a factor that affects
consumers' perceptions on the whole efficiency of social commerce
includes functional attributes which can be objectively compared with
those of other shopping malls and psychological ones related with
subjective perceptions (Ma et al., 2016). This study used 14
characteristics of mobile social commerce proposed by Choi (2017).
The characteristics adopted by this study are shown in <Table 1>.
<Table 1> Factors of mobile social commerce
No

Factor

No

Factor

1

Instant connectivity

8

Reliability

2

LBS(Location-Based Service)

9

Interactivity

3

Product discount rate

10

Lower price

4

Site awareness

11

use of coupons

5

Provider awareness

12

product information

6

Product Safety

13

Brand awareness

7

Entertainment element
(fun, pleasure, ect.)

14

Convenience after purchase
(exchange, refund, ect.)

3. Empirical Analysis
Yang and Yang(2017) proposed the strategy deduction approach
using IPA(important- performance analysis), the step 1 and quoting
SWOT/AHP analysis, the step 2, both of which are the strategy
deduction method using differences in consumers' perceptions and can
be easily applied to small businesses or organizations. This study
attempted to verify clues for invigorating sales of mobile social
commerce companies by using IPA at the step 1. In addition, it
conducted a further analysis by dividing groups of consumers
depending on demographic characteristics, such as gender, age and
income, in order to deduce various clues around target customers.
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<Figure 1> IPA Results of mobile social commerce characteristics for all respondents

The results of paired-samples t-test of each item show that there
are statistically significant difference between the importance of and
the satisfaction with all demographic characteristics, except for
LBS(Location-Based Service), awareness of site, entertainments
factors(enjoyment and fun). IPA results for mobile social commerce
characteristics are presented in <Figure 1>.
From the results of IPA in <Figure 1>, it can be determined that
the maintenance and reinforcement strategy is required for the first
quadrant where users' characteristics are considered to be competitive
for mobile social commerce, while urgent improvement is required for
the second quadrant(Park et al., 2015; Yang et al., 2014), and that
selective improvement is required for the third quadrant with lower
importance and satisfaction, while gradual reduction of investment
should be considered for the fourth quadrant with lower importance
but higher satisfaction.

4. Conclusion & Discussions
The analysis of all respondents shows that the maintenance and
reinforcement strategy continuous investment is required for 'instant
connectivity', 'product discount rate', 'safety of transaction' and 'lower
price', while the importance of 'reliability', 'interactivity(comments and
reviews), 'usage procedures of coupons', 'product information' and
'convenience after purchase (exchange, refund, etc.)' is very important

but the satisfaction with them is lower than average, so immediate
improvement or maintenance and reinforcement are found to be
required for them. In other words, 'instant connectivity', 'product
discount rate', 'safety of transaction' and 'lower price' of mobile social
commerce are consistent with the expectation-performance of Oliver
(1980), so the continuous maintenance and reinforcement strategy is
likely to prevent customer attrition. However, 'reliability',
'interactivity(comments and reviews), 'usage procedures of coupons',
'product information' and 'convenience after purchase (exchange,
refund, etc.)' have been identified so far as unsatisfactory factors, so
companies should active complement such factors.
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Suggestion of Strategy Derivation Approach Using Perceptual Difference
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Abstract
This paper aimed to proposes a strategic decision-making approach
citing the relatively easily accessible IPA(important-performance
analysis) and SWOT/AHP analysis. To be specific, the step 1 is to
derive necessary attributes and conduct IPA. The step 2 is to
subdivide the IPA results into internal strength and weakness factors
and the external opportunity and threat factors, hierarchize those
factors, and weight them accordingly. Step 3 is to build a causality
model for decision making. The foregoing approach seems to
facilitate the diversification of decision-making strategies by helping
businesses or organizations to measure and analyze the attributes
needed for certain decisions. The proposed approach is easily
applicable to stepwise analyses and is expected to serve as a selective
decision-making option in line with retained competencies.
Keywords: Research Methodology, Respondent, Perceptual Difference,
Strategy Derivation, IPA(Important-Performance Analysis).

1. Introduction
Not only companies established for profit but also many other
types of organizations are required to make a range of strategic
decisions in order to stay responsive to changing business
environment and achieve competitive advantages. Decision making is
germane to diverse purposes such as market leadership and
organizational goal attainment. In the same vein, a plethora of
theories and approaches relevant to strategic decision making, and the
effectiveness thereof, have been well-documented in many disciplines.
This paper concerns a more intuitive and convenient method of
deriving corporate or organizational strategic decisions on the grounds
that modelling a complex mathematical process or any empirical
analysis of causality incurs excessive costs and requires specialized
knowledge in variable settings. Moreover, limitations inherent in the
findings derived from such modelling and empirical analysis preclude
their generalizability and hinder technically inferior small organizations
or businesses from eliciting some clues necessary for making strategic
* First Author, Assistant Professor, Dept. of Distribution Management,
Jangan University, Korea. E-mail: pricezzang@jangan.ac.kr
** Corresponding Author, Assistant Professor, Dept. of e-Business, Korea
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decisions. Thus, this paper proposes a strategic decision-making
approach citing the relatively easily accessible IPA(importantperformance analysis) and SWOT/AHP analysis. To be specific, the
step 1 is to derive necessary attributes and conduct IPA. The step 2
is to subdivide the IPA results into internal strength and weakness
factors and the external opportunity and threat factors, hierarchize
those factors, and weight them accordingly. Step 3 is to build a
causality model to propose a method of supporting a rational decision
making.
The foregoing approach seems to facilitate the diversification of
decision-making strategies by helping businesses or organizations to
measure and analyze the attributes needed for certain decisions and
the perceived importance and satisfaction (or achievement) and to use
those derived attributes as the reference data for SWOT/AHP analysis.
Also, the proposed approach is easily applicable to stepwise analyses
and is expected to serve as a selective decision-making option in line
with retained competencies.

2. Theoretical Background
Originally suggested by Martilla and James(1977), IPA is a method
of evaluation by comparatively analyzing the relative importance and
achievement of each attribute based on a multi-attribute model (Song
& Kim, 2012). IPA subdivides the factors related to respondents’
perception into importance and achievement (or satisfaction) and
comparatively analyzes the importance and achievement of each
attribute, so as to determine the levels of importance and achievement
(satisfaction) perceived by respondents (Martilla & James, 1977).

<Figure 1> Matrix of Important-performance analysis
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SWOT analysis enables business organizations to sub-divide their
internal factors into strengths and weaknesses, and their external
factors into opportunities and threats as part of their decision making,
and thus to compare businesses with their environment (Smith, 1999;
Weihrich, 1982). Hence, facing uncontrollable uncertain external
environment, businesses or organizations may rely on SWOT analysis
to identify opportunities and avoid threats, while at the same time
they may analyze their internal factors in view of their current
external conditions to derive strategies for carrying out projects (Lee,
2014). However, despite a multitude of merits, SWOT analysis hardly
measures the importance of each factor, and cannot fully determine
the relative impacts of a factor in comparison to those of other
factors(Pesonen et al., 2001). That is, SWOT analysis fails to provide
accurate data needed for an efficient resource allotment by making
corporate decisions on derived strategies. To address the foregoing
challenges, AHP (Analytic Hierarchy Process) is used (Ananda &
Herath, 2003; Basak & Saaty, 1993; Saaty & Vergas, 2012).
Therefore, when every attribute is prioritized based on the weight
elicited by combining the attributes derived from SWOT analysis in
AHP, the limitations of SWOT analysis can be rectified to some
extent, which will enable an efficient resource allotment based on the
priorities of decisions facing businesses(Song, 2007).

3. Suggestion of Strategy Derivation Approach
As aforementioned, this paper makes use of IPA and SWOT/AHP
analysis to propose a method of deriving strategies conducive to
rational decision making for small businesses or organizations. The
proposed approach to deriving strategies is comprised of three steps
including preparation, which facilitates the use of corporate analytic
competencies as needed. <Figure 2> shows the specific steps.

4. Conclusion and Expected Effect
The proposed stepwise approach is applicable to businesses or
organizations in need of making stepwise decisions in line with their
retained competencies, which will add to the effectiveness of their

decision making in comparison to conventional or intuitive
decision-making practices. In addition, the proposed method will
enable researchers to analyze data more scientifically and
quantitatively and thus to derive diverse implications in the context of
certain businesses or conditions. Lastly, the findings on the attributes
derived in this paper combined with qualitative data will contribute to
some situational analyses, increasing the efficiency and effectiveness
of decision making.
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Effectiveness of SMEs Support by Retired Scientists and Engineers
Sang-Jin Bae*, Chang-Ryong Ko***

Abstract
Technology and knowledge are emerging as core elements of
competitiveness for businesses. SMEs lack technology and knowledge,
and are also limited in their ability to absorb external knowledge.
The government is supporting SMEs’ absorption of external
knowledge by utilizing retired scientists and engineers, but related
research is insufficient. Thus, this study conducted an empirical
analysis on the effects of support by retired scientists and engineers
at SMEs. Specifically, the study confirmed the effects of company
competitiveness and technology development capacities at each stage
of technology commercialization. Results of the study confirmed that
in an environment where technology competitiveness of SMEs are
emphasized, the support of retired scientists and engineers has some
effect on the competitiveness of SMEs and their technology
development capacity. Therefore, this study suggests important
implications for future policy development and execution of related
projects.
Keywords: SMEs, Retired scientists and engineers, ReSEAT,
Technology Commercialization.

this, SMEs have limited ability or access to external knowledge, and
because they have limited internal capability to absorb external
information, there are not many cases of SMEs using external
knowledge for open innovation. In 2002, a government program was
introduced to supplement these problems and raise the morale and
social contribution of retired scientists and engineers.
Programs that utilize retired scientists and engineers are also
implemented in the US, China, Japan, etc. However, they are limited
to education or policy advisory according to national policies, or they
are utilized in the field of technology commercialization in the public
sector. This is the reason for lack of research related to SME
support. Therefore, this study analyzes the effects of support by
retired scientists and engineers at SMEs. Specifically, the study
examines at what stage of technology commercialization the support
activities of retired scientists and engineers influence corporate
competitiveness and technology development capacity of SMEs.
This paper is organized as follows. Chapter 2 reviews the ReSEAT
program and previous studies as programs that utilize retired scientists
and engineers. Chapter 3 explains research methods such as the
research model, research hypothesis, and analysis data. Chapter 4
presents the results of statistical analysis on the competitiveness of
companies and the effectiveness of technology development capacity.
Chapter 5 discusses implications and implications of this study.

1. Introduction.

2. Literature Review

The key factors that determine a company’s competitiveness are
changing with the times. In South Korea as well, these factors are
gradually shifting from capital-centered factors to technology and
knowledge. Especially, as market environment and customers' desires
change rapidly due to the harmonization of the world economy, the
acquisition of new technologies and knowledge becomes more
important. However, SMEs lack skills and knowledge as business
resources.
In order to overcome the problem of information asymmetry of
these SMEs, the government is operating various policies. Despite

ReSEAT is a program that works with retired scientists and
engineers. The South Korean government began the program in 2002
to boost morale and strengthen the application of retired scientists and
engineers. The K agency that runs the program opened its homepage
in 2003 and branded the project with the name: "ReSEAT program"
in 2006.
The ReSEAT program has two main directions. The first is science
education for youths, and the second is research and development
support. Youth science education provides explanations for exhibits at
science museums and mentoring to help cultivate creative thinking
and problem-solving skills for youths of the next generation who
dream of becoming scientists. On the other hand, research and
development support is divided into SME technology mentoring and
research and development success/failure case studies and proliferation.
Technical mentoring for SMEs is closely related to the K agency’s
‘technology commercialization centered development strategy’
implemented since 2009. This led to the collaboration of retired
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scientists and engineers in mentoring SMEs in technical information
analysis.
The ReSEAT program will be developed in 2013 as a government
policy tool. Combined with the creation economic policy for discovering
new growth engines under the Park Geun-hye administration,
collaboration with scientists and engineers was used as the core
driving force of the creative economy. Also, a support center for
scientists and engineers has established, and the scope of support has
expanded to include research institutes, public research institutes,
associations, and various organizations.

3. Research Design
This paper analyzes how SME support activities by retired
scientists and engineers are related to SME competitiveness and
technology development capacity. Specifically, this study examines at
what stage of technology commercialization the support activities of
retired scientists and engineers are effective. Thus, the research model
designed as follows: company competitiveness and technology
development capacity are the dependent variables, and the usefulness
of knowledge held by retired scientists and engineers at each stage of
technology commercialization is set as the independent variable.
Factors that determine the core competitiveness of companies are
rapidly shifting from past capital to technology and knowledge.
Knowledge plays a crucial role in sustaining competitive advantage
and wealth creation (Cha & Bae, 2002), and many companies are
adopting knowledge management and open innovation systems.
However, there are not many open innovation cases of SMEs. This is
because SMEs have limited ability or skills to access external
knowledge (De Vrande et al., 2009).
To supplement the information asymmetry problem of SMEs, the
government and research institutes are carrying out projects such as
industry-academic
cooperation,
technical
cooperation
between
companies, providing customized information, and support for retired
science and technology engineers, etc. (Bea et al., 2017). This is
because SMEs can utilize external knowledge to solve technological
problems of companies (Johnston & Gibbons, 1975), to innovate
technologically (March & Simon, 1985) and innovate companies
(Cohen & Levinthal, 1989). Especially because the market
environment and customer needs are rapidly changing, the ability to
absorb knowledge is very important (Van den Bosch et al., 1999). In
the case of SMEs, however, their ability to absorb external
knowledge is weak. It is in this circumstances that the role of retired
scientists and engineers are emphasized. The importance of their roles
is being raised, with the fact that tacit knowledge is often the highest
level of knowledge (Teece, 1982). However, the performance
evaluation of these activities is limited to technical literature analysis.
On the other hand, the usefulness of the technical knowledge
provided by retired scientists and engineers and the relationships that
they adopt and use in the technology commercialization stages are
explained with the technology acceptance model. Davis (1993), to
explain acceptance behavior, explains the relationship between
perceived usefulness and perceived ease of use from external factors

that influence the use of the actual system through use attitudes and
behavioral intentions. In other words, only when the technological
knowledge provided by the retired scientists and engineers is judged
to be useful, it is accepted and applied to the technology
commercialization process.
Finally, it is necessary to review the technology commercialization
process. The technology commercialization process is divided into the
previous stages and the later stages based on the market launch of
new products. The previous stages are somewhat different for each
researcher. Jolly (1997) classifies the stages into the imagining,
incubating, demonstrating, promoting, and sustaining stages. Cooper
(1986) divides them into idea, experiment, realization, merchandising,
and mass production stages. The Korea Institute of Industrial
Technology Evaluation and Planning distinguishes between the basic
research stage, the experimental stage, the prototype stage, the
manufacturing stage, and the commercialization stage. On the other
hand, the later stages are explained using the lifecycle theory of
introduction, growth, maturity, and decay.
Among the various perspectives on the growth process of venture
firms, research is also being carried out from the perspective of
knowledge activities. However, most of these studies are about the
knowledge and management activities required after the product
launch. Research in the previous phase is limited to the success rate
of technology development at each stage (Park et al., 2011).
Based on a synthesis of these research results, this study sets the
hypotheses as follows.
<Hypothesis 1> The usefulness of retired scientists and engineer’s
support is effective in enhancing corporate
competitiveness.
<Hypothesis 2> The usefulness of retired scientists and engineer’s
support is effective in strengthening technology
development capacity.

4. Conclusion
The implications of this study are as follows. First, the effect of
support by retired scientists and engineers for SMEs were analyzed
for the first time. Although the existing research is limited to the
technical literature analysis results, this study is meaningful in that it
analyzes the effect of support for SMEs. Second, the study can
contribute to government-related policies. By presenting the demand
objectives of support by retired scientists and engineers and the
effects for each stage of technology commercialization, it can be used
as a customized support method of SMEs for corporate competitiveness
or technology development capability. Third, it is necessary to train
retired scientists and engineers to transfer technical knowledge. A
negative (-) effect was analyzed in the basic research stage for
enhancing corporate competitiveness, which means that it will confuse
the technology commercialization of SMEs. Therefore, it is necessary
to train them to transfer knowledge in the future by integrating the
company situation, product technology, and market knowledge.
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There are also limitations of this study. First, the analysis of
characteristics of retired scientists and engineers and companies is
insufficient. The study is insufficient in detail as it does not include
the knowledge characteristics of scientists and engineers, the
performance of the respondent company, employees, capital, growth
stage, etc. Also, the number of samples used in this study is small.
Therefore, there is a limit to generalizing the results of this study.
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Change and Subject of Multi-cultural Policy in Korea
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Abstract
This study examined multi-cultural family in accordance with the
Act on Multi-cultural family support, in other words, multi-cultural
family help center that is multi-cultural family service delivery system
of married immigrant policy. Multi-cultural family support center in
Korea helped 21 centers in 2006 to open 217 centers in 2016 (2016,
the Ministry of Women and Family). Multi-cultural family has been
rapidly increased, and multi-cultural family support center has solved
the family's desire of services to protect human rights and to
integrate society. Korea that was proud of racially homogeneous has
been multi-cultural society to give services by multi-cultural family
support center. The government adopted multi-cultural policy in 2006
to have no more than about 10 years history. Multi-cultural family
support center (217 centers in 2016) has given married immigrants
various kinds of services.
Keywords: Multi-cultural Policy, Subject of Multi-cultural, Racially
Homogeneous.

1. Introduction
Korea was proud of single culture and single race in the world.
Last 20 years, Korean society has become multi-cultural society. At
the end of the 1980s, Korean residents in China immigrated to Korea
and foreign workers immigrated to Korea as well. Number of
foreigners in Korea increased from about 50,000 persons in 1990 to
1,899,519 persons in 2015 8.6% up each year last 5 years according
to statistics of Ministry of Justice. Korean people think of how to
live with the ones having different culture at rapid change to
multi-cultural society(Song, 2014).
Multi-cultural policy of Korea started from labor policy based on
economy. And, Korea could not make use of foreigner resources by
control and management policy. The government needs to open
foreigner policy and to make use of foreigner policy strategically and
to develop the country by human resource and capital. The
government has two policies: The one policy controls foreigner labor,
and the other is to help foreign women migrant to settle down in

* Corresponding Author, Ph.D. Department of Social Welfare, Jungwon
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Korea. And, multi-cultural policy of Korea is focused on married
migrants who wanted to settle down in Korea. Multi-culture is
compared with single culture that Korean people had pride 5,000
years: In 2008, the government enacted the Act on Multi-cultural
family support to call multi-cultural family. Multi-cultural family
means married immigrant, immigrant worker, North Korean defector
and refugees, and multi-cultural family means married immigrant
according to Article 2 of the Act on Multi-cultural Family Support.
Multi-cultural policy of married immigrant may have different
opinions. This study investigated population of immigrant labor
workers, foreign students studying in Korea, defectors, and refugees
to say that multi-cultural policy of married immigrants covers a part
of multi-cultural policy of Korea(Chung & Chung, 2013).
This study examined multi-cultural family in accordance with the
Act on Multi-cultural family support, in other words, multi-cultural
family help center that is multi-cultural family service delivery system
of married immigrant policy. Multi-cultural family support center in
Korea helped 21 centers in 2006 to open 217 centers in 2016 (2016,
the Ministry of Women and Family). Multi-cultural family has been
rapidly increased, and multi-cultural family support center has solved
the family's desire of services to protect human rights and to
integrate society(Jeong, 2015).
The study examined development of the center's multi-cultural
policy and changes of the service, and difficulties of the center's
delivery system to give future subject.

2. Changes of Multi-cultural Family in Korea
Before discussing multi-cultural family policy, the study
investigated state and changes of foreigners in the society, foreign
workers of multi-cultural family, foreign students in Korea, refugees,
defectors and married immigrants(Park, 2014).
1) In 2015, as many as 1.9 million foreigners lived in Korea to
occupy 3.69% of total population of 51 million people.
2) 1,467,873 foreign workers, about 77% of total population, lived
lives in Korea for a long time.
3) In 2015, 625,129 foreign workers stayed in Korea to consist of
560,236 legally staying workers and 64,893 illegally staying.
4) Number of students studying in Korea for a long time is
increasing gradually.
5) At the end of 2015, admission ratio of refugees was 7.2%.
6) Since 1998, defectors from North Korea steadily increased. In
2015, 28,795 defectors from North Korea entered South Korea.
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305,446 married immigrants, about 16%, were given services of
multi-cultural family support center of Korean government. The center
is allowed to give services to foreign students studying in Korea,
defectors, and foreign labor workers and to have difficulties at giving
of actual services. The immigrants were given services from foreign
worker center and/or NGO groups from time to time, and 84% of
them were not given services from multi-cultural family support
center to require social agreement(Song, 2014).

3. Value and flow of multi-cultural policy of Korea
3.1. Value of Multi-cultural policy
Value of multi-cultural policy has been defined differently
depending upon scholars. The multi-cultural policy is defined to
respect each other in the era of globalization and to have open
attitude and self-identity and to integrate community and to establish
equal and universal citizen society(Kim, 2014)

3.2. Changes of multi-cultural policy in Korea
Multi-cultural policy in Korea made change: Before Kim
Young-sam government, foreigners expected of assimilation by main
stream culture. Kim Young-sam government had discriminating and
removing policy to control foreigners. Kim Dae-jung government
foreigner policy that actively made use of professionals to minimize
introduction of simple labor force and to prevent foreign labor force
from settling down. Roh Mu-hyun government made change foreigner
policy from control and managing oriented to improvement of
treatment and protection of human rights. Lee Myeong-bak
government kept policy model of Roh Mu-hyun government to let
the government take the lead(Jeong, 2015)
The government's multi-cultural policy started from 'social
integration of women married immigrant's social integration. In 2006,
multi-cultural family support center was opened at 21 Si, Gun and
Gu, and on March 21, 2008, the Act on multi-cultural family support
was enacted to have legal and systematic base. Since then, number of
multi-cultural family increased to let citizens pay social attention and
to establish the committee of multi-cultural family policy and to
discuss multi-cultural policy(Kim, 2014).
In 2011, the government revised 'the Act on Multi-cultural family
support' to make basic plan and yearly enforcement plan supporting
multi-cultural family and to prepare for 2nd multi-cultural family
plan(2013-2017). In 2013, a task force team having professionals and
working group members was organized to make reformation of family
service delivery system and to develop model project and to discuss
by each area and to integrate not only health and home support
center but also multi-cultural family support center: In 2014, ten
centers were opened, and in 2017, 101 centers were opened to give
health home and multi-cultural family support services(Ahn, 2011).

3.3. 2014 multi-cultural policy of the government
In January 2014, the government said discussions of the committee

of multi-cultural family policy as follow:
1) Ineffective delivery system (similarity and overlap between
projects, lack of cooperation and linking) 2) overlapped benefit and
blind spot of the policy (Gap of demand and supply because of
project in Korean language of the Ministry of Justice, Ministry of
Gender Equality and Family 3) lack of support in accordance with
characteristics of end user (support considering income level and
staying time), spending of the finance for learning of Korean
language and care of children (2012, 64% of the budget), limitation
of the support of social integration (changes of political demand at
employment and social relation) 4) limitation on support for each
immigrant group (scope of the object such as foreign labour worker
and multi-cultural family was overlapped to be ambiguous) 5) lack of
relation of foreigner policy 6) Admitted of lack of control of
international marriage and discussed improvement: In 2017, the
government has not solved the problem(Choo, 2015).
The Ministry of Gender Equality and Family has not made legal
basis, and has made effort to integrate both Health Family Support
Center and Multi-cultural Family Support Center, and to make family
support program of multi-cultural family that is a kind of grandparent
- grandchildren and/or single parent family(Kim, 2015).

3.4. Multi-cultural family delivery system and service
Multi-cultural family policy has done by multi-cultural family
support center:
1) Changes of services of multi-cultural family center's service :
Multi-cultural family support center was opened with 21 branches in
the nation in 2006 and increased to be 217 branches in 2016. The
center gives services to increase quickly (2016, Ministry of Gender
Equality and Family).
2) Multi-cultural family center's yearly subsidy: In 2016,
multi-cultural family center had budget of 13,507 million KRW
(national expenditure) with 30% of Seoul and 50% of local
government; The center's project cost and operation cost consisted of
50% of Seoul and 70% of local government, and multi-cultural
family support expenditure consisted of 100% of national expenditure.
Subsidy of the center in 2016 was less than the one in 2013. After
2013, the subsidy was lowered not to decrease service of
multi-cultural family.(Oh, Nam, & Yun, 2014).
3) User of Multi-cultural support center of each year: User of
multi-cultural support center accounted for 94,277 persons in 2006 to
be 1,693,931 persons in 2015 and to increase year by year in
proportion to increase of the center. The user of the center accounted
for 2,733 persons in 2006 to be 8,028 persons in 2015(Kim & Youn,
2015)

3.5. Changes and problems of married immigrant family
1) Ages of children of multi-cultural family : Number of children
of multi-cultural family rapidly increased from 44,258 persons in
2007 to 207,693 persons in 2015. Half of the children were six years
old or younger, and number of 7 to 12 years old of elementary
school children were 56,108 persons to be larger than 33,708 persons
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of middle and high school children. Most of multi-cultural children
were elementary school children or younger to coincide with time
when immigrant women entered Korea(Sung, Kim & Youn, 2014).
When multi-cultural children are allowed to enter school, policy of
the children needs to inspect again. Most of immigrant women bring
up children, and multi-cultural family support policy reflecting
realities and situation is needed(Ahn, 2011).
2) Discussions of multi-cultural children policy : In 2016, the
government made out 'multi-cultural family children support measures'
to prevent children's linguistic development from being delayed in the
age of baby and children and to increase number of multi-cultural
kindergarten from 30 in 2015 to 60 in 2016. At school age, the
government launched versatile program to develop potential ability,
social nature and leadership and to open 81 multi-cultural family
support center. In the days of youth, the government supported job
education and employment to enter labor market and to be employed
and to make out adaptation of military service and to construct
bi-lingual speaking database of information exchange at overseas
(2016, Ministry of Gender Equality and Family).
However, effectiveness of the policies is questionable. For instance,
value of bi-lingual was emphasized to bring up multi-cultural children
and to increase pride: Since 2011, multi-cultural family support center
employed bi-lingual teacher to teach children. The center gave up
bi-lingual teaching to switch the teacher into administrative intern in
2014, and made bi-lingual environment in 2015 to have poor delivery
system. The center was short of teachers and budget to merge with
health family center and effectiveness of the policies was
questionable(Jeong, 2015).
Multi-cultural children were under worse environment than common
children were: The problem can be solved by either special education
for multi-cultural children or by education for common children.
2015 survey on multi-cultural family gave problems and
implication, and the problems cannot be solved by giving service for
multi-cultural family and children. Citizen and multi-cultural family
shall make change of cognition(Jeong, 2015).

4. Conclusion and Suggestion
Korea that was proud of racially homogeneous has been
multi-cultural society to give services by multi-cultural family support
center. The government adopted multi-cultural policy in 2006 to have
no more than about 10 years history. Multi-cultural family support
center (217 centers in 2016) has given married immigrants various
kinds of services. Number of the center has increased remarkably.
Foreign immigrants staying Korea for a long time under multi-cultural
policy could not be given married immigrant's services: Multi-cultural
policy shall be defined again by continuous discussion. 2nd
multi-cultural family policy terminates in 2017 to require another
policy and to evaluate outcome and subject of multi-cultural policy.
Multi-cultural family has made change rapidly to require policy for
multi-cultural children. The Ministry of Gender Equality and Family
has made effort to integrate not only health and home support center
but also multi-cultural family support center that can give services for
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multi-cultural children. Since 2014, budget of multi-cultural support
center has decreased. Acceptance and support of demand of
multi-cultural family need discussion(Song, 2014).
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A Study on the Emoticon Extraction based on Facial Expression Recognition using
Artificial Intelligence
Bong-Jae Jeong*, Min-Soo Kang***

Abstract
In this paper, I proposed a prototype model that extracts the same
emoticon after facial expression recognition in Android smart device.
Understanding and expressing facial expressions are important for the
interaction between people and computers. Technologies for
recognizing human facial expressions are gaining popularity. It is a
useful technology because you can use the emoticons you want only
with face recognition by using the camera without searching the
emoticons one by one used by users. The technology proposed in
this paper uses ‘FER2013’ dataset offered by Kaggle website and
based on Tensorflow library for improving facial expression
recognition accuracy CNN(Convolutional Neural Network) algorithm is
used to make a recognition model. Using this model, facial
expression is recognized by Android Smart Device and extracts the
same emoticon as a result.
Keywords: Deep Learning, Tensorflow, CNN(Convolutional Neural
Network) Algorithm, Facial Expression Recognition,
Anrdoid Smart Device

artificial intelligence, etc., and research results play an important role
in various fields. For example, there is a technique for checking
driver's fatigue through real-time monitoring during driving of a
vehicle or a technique for analyzing changes in a patient's emotions
in a hospital to find out the adaptation to a specific drug or
treatment[3].
In this paper, based on the background of this research, I
conducted a study to extract appropriate emoticons for each facial
expression by using facial expression recognition technology in
Android smart device. ‘FER2013’ data offered in Kaggle website is
used to make a facial expression recognition model. This data
contains total 35887 images and has 7 different expressions(Angry,
Disgust, Fear, Happy, Sad, Surprise, Neutral). CNN(Convolutional
Neural Network) which is used often for image recognition is used to
make a model with ‘FER2013’ data.
In the future research plan, I will apply the trained model to study
the extraction of the emoticon appropriate for the facial expression
recognition using the camera on the Android smart device.

2. Related Studies
2.1. Deep Learning

1. Introduction
Face is where human emotions are represented. People predict their
emotional state through facial expressions. Darwin and many other
scholars have studied how people perceive certain expressions as
common emotions[1]. According to Mehrabian's law, a person
receives 55% of the image from the other, 38% of the hearing, and
7% of the language(Albert Mehrabian, 1939~), and visual
communication takes up a large part of the image. Psychologists Paul
Ekman and Wallce V. Friesen studied the commonality of human
facial expressions on different cultural backgrounds and proposed six
representative facial expressions in 1972 also developed FACS(Facial
Action Coding System) in 1976[2]. In order to understand people's
emotions, researchers have searched in terms of psychology,
physiology, image processing, pattern recognition, machine vision,
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Deep learning is defined as a set of machine learning algorithms
that attempt to combine high-level abstractions(summarizing core
content or functions in large amounts of data or complex data)
through a combination of several non-linear transformation techniques,
in a big frame, it is a field of machine learning that teaches
computers how people think. When there is any data, it is expressed
in a form that the computer can understand (for example, in the case
of an image, pixel information is represented by a column vector)
and in order to apply this to learning, many studies(how to make
better expression techniques and how to model them) are processed.
As a result of these efforts, various deep learning techniques such as
deep neural networks, convolutional deep neural networks, and deep
belief networks have been applied to fields such as computer vision,
speech recognition, natural language processing, and voice/signal
processing[4].

2.2. Tensorflow
It is a machine learning library that opened as open source in
Google. Deep learning and machine learning are offered in various

238

Bong-Jae Jeong, Min-Soo Kang / 13TH INTERNATIONAL CONFERENCE 237-239

functions to make it easier for the general public to use. You can
write operations using Python, a high-level programming language.
Most other languages are supported, but most are Python related.
Despite the fact that it was not so long ago, Tensorflow has been
used in various fields.
Both the regular and GPU-accelerated versions are available. The
regular version can run on any computer, and the GPU-accelerated
version works much faster because it uses GPGPU to perform
large-scale operations quickly. However, since it uses NVIDIA's
GPGPU language, CUDA, it can not be used without an NVIDIA
graphics card[5].

As shown in <Figure 1> the model presented in this paper is a
model that extracts emoticons according to the user's facial
expressions using the camera installed in Android smart device and
can be used in various fields such as camera function or messenger
emoticon sending function.
I used 35887 images and 7 facial expressions (anger, disgust,
horror, joy, sorrow, surprise, neutral) with the photo data provided at
Kaggle website and applied the CNN algorithm with Tensorflow to
create a face recognition model. I used 16GB Intel i7-7700HQ CPU
2.80GHz with laptop performance and a high-level programming
language called Python to train the facial expression recognition
model.

2.3. CNN(Convolutional Neural Network) Algorithm
Convolutional Neural Network is a type of multi-layer perceptrons
designed for minimal preprocessing. CNN is composed of one or
several layers of convolutional hierarchy and general artificial neural
networks layered on top of it, and utilizes additional weighting and
pooling layers. This structure allows CNN to fully utilize the input
data of the two-dimensional structure. Compared to other deep
learning structures, CNN offers good performance in both video and
audio applications. CNN can also be trained through standard back
propagation. CNN is easier to train than other feedforward artificial
neural network techniques and has the advantage of using fewer
parameters. Recently, Convolutional Deep Belief Network(CDBN) has
been developed in deep learning, which is structurally very similar to
the existing CNN. It can take advantage of the two-dimensional
structure of a figure and at the same time, it can take advantage of
pretraining in Deep Belief Network(DBN). CDBN provides a generic
structure that can be used for a variety of image and signal
processing techniques and is used in several benchmark results for
standard image data such as CIFAR[6].

4. Results

<Figure 2> Training Accuracy

As shown in <Figure 2>, 100000
performed and the accuracy was 66%.

repetition

learning

was

3. Body

<Figure 3> Accuracy Graph

5. Conclusion

<Figure 1> Emoticon extraction using self shot

In this paper, I proposed a service to extract the similar emoticon
as facial expressions through users’ facial recognition. I created a
model that recognizes facial expressions with an accuracy of 66%.
Based on this model, I will develop an app that extracts emoticons
by applying them to Android smart devices later.
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Since the emoticons appear immediately when the camera
recognizes facial expressions without having to search for desired
emoticons, this service will be very convenient to use emoticons
when people send and receive messages. However, since it is
recognized as 66% accuracy, not 100%, there is a disadvantage that
sometimes unwanted emoticons may appear. However, there is no
need to search for emoticons among many emoticons, and it is
necessary to increase the accuracy by using an algorithm more
suitable for facial recognition because the research of the deep
learning field is increasing.
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A Study on the Development of Egg Information System Using IOT
based Connected System
Sung-Ha Lee*, Minho Lee***

Abstract
In the present distribution system, the barcode symbol consisting of
the area code, 3-digit producer name in English, this allows
information to be acquired. The egg code using the bar code shows
only the number of the trial and the name of the producer, so that it
is impossible to know the precise production stage information of the
egg, such as the cleaning date of the egg and whether it is
refrigerated or not. RFID sensor technology is a wireless recognition
technology that enables identification of objects such as objects or
people by using radio frequency. It is being recognized as a core
technology of recognition system. It is used in production,
distribution, storage, It is an area of high expectation because it can
include information on the whole process of consumption. Combined
with RFID-based Arduino hardware, RFID can be used to sense
objects in real time and record more information than when barcodes
are used, creating a more efficient information system. Applying this
technology to egg shell information system, it is possible to grasp
more detailed production stage information than existing barcode
system.
Keywords: Connected System, Information System, Traceability
System, RFID.

search is that the bar-code information on the eggs shows the farm
name and address. In the present distribution system, the barcode
symbol consisting of the area code, 3-digit producer name in English,
this allows information to be acquired. However, there was an error
in the egg code, which is an identification code, and a case in which
the eggshell code was different and the same farm information was
found. It was also confirmed that the eggshell was not circulated
even when the egg shell code was not printed. As a result, the
number of farmers who were found to be nonconformity at 49 sites
on August 18, 2017, increased to 55 as of September 13, 2017. The
pesticides that are detected in Korea are bifenthrin, ethoxazole,
fipronil and fluphenoxolone. The double-fipronil is caused by
vomiting and dizziness symptoms when the International Health
Organization (WHO) And bipentrine is a substance classified as a
carcinogen by the US Environmental Protection Agency. In this study,
only egg number and producer name are distinguished by egg code
using barcode, so it is impossible to know precise production stage
information such as egg cleaning date and refrigeration condition.
RFID (Radio Frequency Identification) technology and IOT based
Connected System have been proposed for the purpose of perceiving
limitations and improving

2. Related Research
2.1. Examples of connected systems research in distribution

1. Introduction
There has been a lot of controversy since the insecticide eggs
found in Europe have been discovered intensively in Europe since the
egg supply shortage caused by the spread of highly pathogenic avian
influenza (AI) earlier this year. Domestic consumers were exposed to
contaminated eggs due to insufficient response, and the government
announced the status of insecticide-detected eggs through the website
of Food Safety, which is a food safety information portal, and added
the list of unsuitable farm households and eggshell code continuously,
it publishes various press releases and inspection status about the
actual situation of egg safety management in real time. It also allows
consumers to identify the insecticide-detected eggs. The reason for the
* Dept. of Medical IT and Marketing, Eulji University, Korea.
E-mail: couple234@naver.com
** Dept. of Food and Nutrition, Eulji University, Korea.
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[1] received RFID tag information from breeding farms,
slaughterhouses, processed farms, distribution, and sales outlets to
implement the black pork production history information system. We
designed the system to collect tag information from the center, record
it, store it in a database, and deliver the information to the end user
on the web or mobile service. [2] based on the ad-hoc
communication technique in the Ubiquitous Sensor Network (USN)
environment, wireless sensor board of RF sensor and MICA hardware
platform detects temperature and illuminance for each room in the
building, We have designed and implemented a situational information
monitoring system that can show the change of value to users. We
also mentioned that the environmental information read through the
system can be used for various management aspects. [3] designed and
implemented a growth environment monitoring system and agricultural
product history system based on USN such as RFID and [2] to
increase confidence in agricultural distribution channels. By using
such a system, consumers can browse not only the distribution history
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but also the growth environment of agricultural products through the
kiosk (kiosk installed in public places), so that they can obtain data
on good agricultural products, Can be managed. Our study [1] used
Bluno Arduino with RFID and Bluetooth function to implement egg
information system including production and distribution process of
eggs as well as implementation of black pork production history
information system. Egg information To web pages and mobile
applications.

2.2. Limitations of Bar-Code and RFID technology
If the Bar-Code is engraved on the egg shell by the conventional
method, the bar-code machine can not be displayed unless the
bar-code machine is provided in the production farm.

the reader is connected to Arduino's SPI (Serial Peripheral Interface)
line and the RFID sticker is contacted, the ID value of the sticker
can be read. This ID value is different for each RFID sticker and
can be applied to various applications such as membership
information inquiry and traffic card through this unique value. 13.56
MHz, which corresponds to the high frequency (HF) band, is useful
for multiple tag recognition at a short recognition distance because
the recognition range number is about 60 cm, and 20 tags per
second can be simultaneously recognized. It is usually used for
transportation cards, IC cards, smart cards, etc. called MF (MiFare)
cards. Data rates are 106, 212, and 424 kbps, and are based on Near
Field Communication (NFC).
<Table 2> Characteristics by frequency band
Low

<Table 1> Comparison of Bar-Code Technology and RFID Technology
Division
distance
method
speed
Data
Level
factor
security
price

Bar-Code
Within 50cm
Wired, contact type
4 seconds
1-100 byte
Can not track
Dust, pollution, etc.
Easy to duplicate
Low cost compared to
RFID

RFID
Within 27m
Wireless, contactless
0.01-0.1 sec
64k byte
traceable
Strong in dust, pollution
virtually impossible
Compared to Bar-Code, it
is expensive

In addition, even if the production site is mislabeled, it can not be
corrected and can be easily erased, which can cause problems such as
re-engraving in the distribution process. The table shows the
limitations of Bar-Code technology and the complement of RFID
technology.
RFID has a wider recognition range than Bar-Code (usually about
10m) and is free to modify and add tag data and has high read rate
even in poor reading environments such as cold, humid, dust, and
heat. By overcoming the limitation of the existing barcode system, it
is getting attention as a new recognition system because it has the
recognition distance, the excellent adaptability of the external
environment, and the memory function.

freq

125kHz
134kHz

street

<60cm

charicteristic expensive
action

Passive

High

Microwave

13.56MHz 433.92MHz 860-960MHz

microwave
2.4GHz

60cm

0-100m

3.5m-10m

1m

Multiple
Tags

sensing

Low
cost

impact on
the environ

Passive

Active

all

all

Field

process
Luggage
Building Supply Chain
Antiautomation management management Management counterfeiting

speed

Low <------------------------------------------------------> High

Environ

Strong <-------------------------------------------------> Sensitivity

Tag Size

Large<-------------------------------------------------------> Small

Compared to the ultra high frequency UHF (Ultra High Frequency)
method, the reason for using the relatively low frequency band HF is
the diffraction and the humidity. The diffraction is a phenomenon in
which the electromagnetic wave travels when the obstacle is
encountered during the process. The reason why the low-frequency
signal reaches farther is that the lower the frequency, the stronger the
diffraction is. The higher the frequency, the stronger the directivity
becomes, and eventually it becomes possible to communicate only in
the linear region of LOS (Line of Sight) like visible light. HF band
readers are suitable for research because they are relatively less
influenced by the environment and minimize the interference of other
radio waves in terms of recognition distance due to diffraction.

3. System Design

<Figure 1> Reader and Tag Sticker

The passive reader used in the study is equipped with Philips' MF
RC522 chip to read the 13.56MHz compatible tag. It uses 3.3V and
can be connected to the microcontroller through the interface. When

The egg information system operates as the main server and shares
data with the linking organization. The database of the proposed
system consists of breeding farms, suppliers, and sales offices. On the
farm, the database recognized by the tag records information such as
the name of the farm, the name of the farm, the size of the farm,
the size of the farm, whether it is cleaned, whether it is refrigerated,
In the supplier, the distribution manager reads the tag information
through the reader and records the production distribution history and
the like. Similarly, the sales manager of the sales department reads
the tag information through the reader, records the real-time goods
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receipt processing, the expiration date by product, and real-time
inventory and records.
As shown in <Figure 3> below, eggs can be masked for
compliance and disharmony through egg information read using RFID.
If the production process is a suitable egg, it can be confirmed that
it is given the signal 'It has right to deliver', and it can be circulated
normally. In the case of nonconformity, the message "It's has a
problem" appears. In this case, there is a problem with the egg, so
the distributor should stop the sales channel, and the sales agent in
the market should be able to recognize the situation and recall
quickly.

4. Conclusion
RFID sensor technology is a wireless recognition technology that
enables identification of objects such as objects or people by using
radio frequency. It is being recognized as a core technology of
recognition system. It is used in production, distribution, storage, It is
an area of high expectation because it can include information on the
whole process of consumption. Combined with RFID-based Arduino
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hardware, RFID can be used to sense objects in real time and record
more information than when barcodes are used, creating a more
efficient information system.
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Research on Influence of Recognition of Income Inequality of the Elderly
to Life Satisfaction: Focusing on Mediation Effect of Finance Stress
Jong-Jin Kim**

Abstract
The purpose of this research is to verify mediation effect of
finance stress within relation structure between income inequality
recognized by the elderly and life satisfaction. From the result of
analysis, it was proved that there is mediation effect of finance stress
within the relation between income inequality recognized by the
elderly and satisfaction with life. Based on this result, we suggest
practical and political proposal to increase life satisfaction of the
elderly. The purpose of this research is to verify mediation effect of
finance stress in the relationship between income inequality and life
satisfaction recognized by the elderly. From the result of research,
first, direct effect was discovered that as income inequality becomes
high, life satisfaction will be decreased. Second, partial mediation
effect of finance stress was confirmed in the relationship between
income inequality and life satisfaction.
Keywords: Income Inequality, Finance Stress, Life Satisfaction,
Recognition by the Elderly.

economic vulnerability influencing life satisfaction of the elderly more
comprehensively(Federico, 2005).
Like this, what implied by the limitations of preceding researches
to analyze the influence of macro indicator, income inequality, to
individual behavior, life satisfaction, is that, first, in order to clearly
understand the process that income inequality is lead to life
satisfaction, the process of analyzing mediation role of finance stress
should be performed. Second, in order to analyze the influence of
income inequality in the region where the researches is interested in
and at this time, to life satisfaction, it is necessary to presume
indirectly via variables of life satisfaction which is precedence factor
of life satisfaction(Kim, 2015). Therefore, in this research, we would
like to analyze mediation effect of finance stress within the
relationship between income inequality and life satisfaction. Also, this
research is meaningful that we can check the point of
practical·political intervention by analyzing the process of income
inequality is lead to life satisfaction, and the point that we can
suggest useful evidence data to welfare-friendly party who supports
increase in taxation and expansion of welfare, because it is possible
to solve existing poverty concept via economic growth, but it is
possible to solve income inequality encompassing absolute poverty
and relative poverty via utilizing tax or expanding welfare
service(Eastman & Iyer, 2005).

1. Introduction
Aging of Korea is being progressed very rapidly in which we
cannot find the origin in this global world. This has positive aspect
that the elderly is living a long life, but we should not overlook the
probability of occurring various social pathological problems if we are
not fully prepared for rapid aging society. In this research, the
primary purpose is to investigate fundamental cause regarding the
influence to life satisfaction of the elderly which attracts the biggest
concern among the problems occurring according to rapid aging
society of Korea(Oh, Nam, & Yun, 2014).
However, representative measurement variable of the economic
vulnerability concept is poverty and income inequality. Poverty can be
classified as absolute poverty, the status of insufficient daily
necessities, and relative poverty, which can be understood via
comparison with others. But, income inequality concept encompasses
absolute poverty and relative poverty. That is to say, income
inequality, rather than poverty, can be understood as explaining

* First Author, Visiting Professor, Dept. of Social Welfare, Jungwon
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2. Theoretical Background
2.1. Income inequality and life satisfaction
This issue of income inequality incurs various problems of the
elderly, but also it becomes major cause of decreasing life satisfaction
and interruption causes of life satisfaction. The relationship between
income inequality and life satisfaction of the elderly via mechanism
that income inequality is reducing life satisfaction of the elderly is as
follows. Income inequality issue is influencing to life opportunity of
society members according to social stratum. Life opportunity means
monetary non-monetary benefit expected within a group or
hierarchically ranked system and life status will be determined
pursuant to life opportunity against one’s will(Kim, Eom, Kim, &
Youn, 2015). Especially, income inequality incurs complaints related
to health and etc, which is the most important factor in life of the
elderly. Income inequality issue was explained as core factor causing
various kinds of social inequality and it was investigated that as
income inequality is increasing in 11 countries in Europe, the more
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subjective health status is negatively changing. Also, it was reported
that as income inequality is increasing, physical activity is being
restricted. Like this, income inequality issue incurs gap of the
elderly’s life opportunity and this gap increases the elderly’s life
satisfaction, consequently. After inputting male and female
population’s life satisfaction as dependent variable, it was proved that
only Gini’s coefficient gives significant influence to life satisfaction.
And from the research result investigating relationship between
recognized income inequality and life satisfaction of the elderly age
over 65 by using data of International Social Justice Project from
1991 to 1992, it was proved that there is significant negative relation
between income inequality and life satisfaction. The elderly in bottom
income stratum experiencing serious income inequality through
relationship between this income inequality and life satisfaction may
experience negative life opportunity compared to upper income
stratum, so we can estimate that their life satisfaction would be
decreased. Actually, the significance between income inequality and
life satisfaction is being supported by preceding researches and it was
reported that serious income inequality is connected to decrease of
life satisfaction. Based on preceding researches, we can clearly
understand that as income inequality is increasing, life satisfaction is
rapidly decreased(Yoon & Alexander, 2009).

2.2. Relationship between income inequality, finance stress
and life satisfaction
Finance stress such as economic hardship, economic strain and
economic pressure gives negative influence to mental health of the
elderly. Preceding researches are also supporting negative influence
relationship between finance stress and mental health, and it was
reported that especially economic hardship causes economic pressure
and increases emotional pain of parents. And from the result of
research investigating 221 low-income family members, it was pointed
out that as economic pressure is high, the more the pain is
increased(Collier & Bienstock, 2006). It was reported that finance
stress, i.e., income and expense stress gives significant influence to
depression. Like this, preceding researches are consistently reporting
that finance stress is giving negative influence to individual mental
health. Especially, in case finance stress is compounded, it is not
simply giving influence to mental health of the elderly, but also it
becomes the cause to decrease will to live which is former stage of
life satisfaction. That is to say, when experiencing finance stress such
as economic hardship, economic strain, economic pressure and
financial strain, individual mental vulnerability will be increased and
this increased mental vulnerability will be connected to decrease of
life satisfaction(Collier & Bienstock, 2006). Preceding researches are
supporting the significance of relationship between finance stress and
life satisfaction and they are reporting that economic pressure of
family will increase cognition vulnerability such as depression, so
consequently life satisfaction will be improved. It pointed out that
material hardship due to economic crisis, divorce or broken
relationship may give negative influence to life satisfaction. It was
confirmed that the life satisfaction of person who experienced
economic sustain was reduced during economic crisis period in

Greece(Sung, Kim, & Youn, 2014).

3. Survey of the Material and Analysis
3.1. Subject of research and investigation method
The subject of this research is elderly people whose age is over
65 living in Chungcheongbuk-do. For sampling of subject of research,
we stratified 10 cities/districts of Chungcheongbuk-do and gender and
then selected sample for 44 groups. And, simple random sampling
method was used for sampling for each stratum. We conducted
survey aimed at 559 people who agreed to the purpose of this survey
through this process. Among them, we conducted research based on
541 copies of data excluding 18 copies which were insincerely
responded. In addition, this data was collected during 14 days from
March 27th 2017 to April 9th 2017. And collected data for this
research was passed through coding process utilizing SPSS statistical
package(PASW, ver 17.0) and in order to understand overall
characteristics(frequency, percentage, average and standard deviation)
of collected data, we conducted frequency analysis. also, we analyzed
correlation to understand relevance between variables. In addition, in
order to verify mediation effect of finance stress, we conducted
hierarchical regression analysis and confirmed its statistical
significance(Venkatesh & Bala, 2008).

3.2. Measurement tool for life satisfaction
Life satisfaction means the status of recognition that how much a
person is satisfied with current situation while living life. In order to
measure life satisfaction, the questionnaire was consisted of 19 items
and the scale was consisted as, from 0 point to 2 points, 3 points
Likert scale(Cho, 2010).
In this research, we corrected 2 questions according to expert’s
opinion which were difficult to answer for an elderly person who has
no recognition for life satisfaction, and deleted 3 questions which are
difficult to correct and 2 questions which hinder reliability, so we
used 14 questions for analysis in total. Also, we corrected some
positive question into negative question. Therefore, it means that the
higher the score is, the higher life satisfaction as well. In this
research, Cronbach’s Alpha of life satisfaction scale was reported as
.875.

3.3. Measurement tool for income inequality
In this research, income inequality means the status that
distribution of resources is being monopolized by a few people. In
order to measure this income inequality, we used recognized income
inequality question. Recognized income inequality question is a single
question asking “Do you think that income inequality was expanded
in Korea for the last five years?” and it is consisted of 5 points
Likert scale from 1 point “It is not like that at all.” to 5 points “It
is very like that”(Fornell & Larcker, 1981). Therefore, it means that
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as the score is high, income inequality is high as well. Especially, in
the process of content validity verification, according to expert’s
opinion that it might be difficult for the elderly to understand the
concept of income inequality, we added additional explanation and
corrected the question into “Do you think that income inequality(rich
person become more rich, but the elderly become poorer.) was
expanded in Korea for the last five years?”

3.4. Measurement tool of finance stress
In this research, finance stress means economic strain recognized
by the person. In order to measure this finance stress, we used
economic strain question. finance stress question was a single
question asking “Looking back the past three months, how many
difficulty did you have when paying charged amount?” and it is
consisted of 5 points Likert scale from 1 point “There was no
difficulty at all.” to 5 points “There were difficulties
frequently.”(Doey & Kurta, 2011) Therefore, it means that as the
score is high, finance stress is high as well. Especially, from the
result of content validity verification, according to expert’s opinion
that charged amount is ambiguous, we added detailed content for bill
“utility bill, tax, rental fee, interest and etc.” and corrected the
question into “Looking back the past three months, how many
difficulty did you have when paying charged amount(utility bill, tax,
rental fee, interest and etc.)?”

4. Methodologies and empirical analysis
4.1. Population sociological characteristic of respondent
The result of investigating population sociological characteristic of
respondent is as same as in. For gender, number of female
respondents were 335(61.9%) and occupied higher rate than 206 male
respondents(38.1%). Average age of respondent was 76.75 and in
detail, the result was that 268 respondents were in 70s(49.5%), 188
respondents were in 80s(34.8%) and 85 respondents were in
60s(15.7%). For education level, 320 respondents were graduated
higher than elementary school(59.1%) and it occupied higher rate than
221 respondents who took no education(40.9%). For presence of
spouse, 308 respondents had no spouse(56.9%) but 233 respondents
had a spouse(43.1%).

4.2. Correlation between independent variables
In order to review multicollinearity problem between independent
variables, we analyzed correlation and the result is suggested in.
Correlation coefficient between independent variables were .048-.424
in absolute value, so no serious multicollinearity problem between
independent variables were discovered.

4.3. Relationship between income inequality and life satisfaction
First, in <Model 1> it was proved that population sociological
characteristic(gender, age, education, presence of spouse) explains
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variance of life satisfaction 9.5% and for life satisfaction, age and
education level variable had significant influence on life satisfaction.
Second, in <Model 2>, from the result of input income inequality
variable recognized by the elderly under the status of controlling
population sociological characteristic, explanation power for life
satisfaction was 11.6% and it showed significant increase in 2.1%
compared to <Model 1>. And, for life satisfaction, it was investigated
that recognized income inequality has significant influence at the level
of β = -.256. Therefore, we can understand that as income inequality
is high, life satisfaction will be decreased.

4.4. Relationship between income inequality and finance stress
It was proved that population sociological characteristic(gender, age,
education level, presence of spouse) explains variance of finance
stress 2.7% and significant influence was discovered in education
level. Second, in <Model 2>, from the result of input income
inequality variable recognized by the elderly under the status of
controlling population sociological characteristic, explanation power for
finance stress was 5.3% and it showed significant increase in 2.6%
compared to <Model 2>. And for finance stress, it was investigated
that income inequality has significant influence at the level of β =
.272. Therefore, we can understand that as recognized income
inequality is high, finance stress will be increased.

4.5. Influence of income inequality and finance stress for
life satisfaction
First, in <Model 2>, it was proved that population sociological
characteristic(gender, age, education level, presence of spouse) explains
variance of life satisfaction 9.5% and significant influence was
discovered in age and education level. Second, in <Model 2>, from
the result of input income inequality and finance stress variable
recognized by the elderly under the status of controlling population
sociological characteristic, explanation power for life satisfaction was
16.6% and it showed significant increase in 6.1% compared to
<Model 1>. And for life satisfaction, it was investigated that finance
stress has significant influence at the level of β = -.377 and income
inequality has significance influence at the level of β = -.222.
Therefore, we can understand that as recognized income inequality
and finance stress is high, life satisfaction will be decreased.
<Table 1> Goodness-of-fit of path models
Life satisfaction
Model Ⅰ
Model Ⅱ
B
S.E
β
B
S.E
β
Gender
.129
.129
.143
.145
.139
.164
Age
-.112 .102 -.321***
-.122
.112 -.335***
Education level
.168
.129
.205
.065
.139
.197
Presence of spouse .122
.131
.132
.005
.131
.108
Income inequality
-.215
.118
-.222**
finance stress
-.361
.113 -.377***
Constant= -.475 R2= .112 Constant= -.912 R2= .174
Redundancy
2
2
adj. R =.095 F=13.629*** adj. R = .166 F=16.288***
Stage

*p＜ .05, **p＜ .01, ***p＜ .001
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4.6. Mediation effect of finance stress in the relationship
between income inequality and life satisfaction
recognized by the elderly
In order to verify significance of finance stress mediation effect
and investigate significance of finance stress mediation effect in
relationship between income inequality and life satisfaction, we
performed Z-test by Sobel. This is conducted by a method to dismiss
the null hypothesis, that if absolute value of z is bigger than ±1.96,
indirect effect does not exist, at the significance level of 5%. The
result of verification according to Sobel’s z formula on statistic is as
same as in following <Table 2>. Therefore, Z value was –2.651 and
significance of finance stress mediation effect in the relationship
between income inequality and life satisfaction was discovered.
<Table 2> Result of significance test of finance stress mediation effect
according to Sobel-Test
Process

Z

P

Income inequality → finance stress → Life satisfaction

-2.651

.000

5. Conclusions and Limitations
The purpose of this research is to verify mediation effect of
finance stress in the relationship between income inequality and life
satisfaction recognized by the elderly. From the result of research,
first, direct effect was discovered that as income inequality becomes
high, life satisfaction will be decreased. This corresponds to the result
of preceding research that there is significant negative relation
between income inequality and life satisfaction. Second, partial
mediation effect of finance stress was confirmed in the relationship
between income inequality and life satisfaction. This corresponds to
the result of preceding research that there is mediation effect of
finance stress in the relationship between income inequality and life
satisfaction.
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A Study on the Effect of College Students' Attitudes toward the Elderly on
the Recognition of Successful Old Age
Min-Kyung Joo**

Abstract
In case the young generation’s attitude toward the elderly is
negative, we need to try to change it positively. Especially, as the
university students are the generations to participate in social
atmosphere and policy for the elderly’s self-reliance and public
support system in the future, their attitude toward the elderly is very
important. The result of this research is as follows. First, in case of
university student’s attitude toward the elderly, male students showed
more positive attitude toward the elderly compared to female students
and as grandparents are showing strong attachment to grandson
compared to granddaughter and grandsons, compared to granddaughter,
feel more intimacy to grandparents as well. Second, university
student’s recognition of successful aging did not show difference
according to gender or age, but it showed difference according to
residence. Third, university students recognized that successful aging
is important as they have positive attitude toward the elderly and
elderly people's adaptation and interpersonal relations and elderly
welfare had statistically significant influence to recognition of
successful aging. In addition, as the question of how we can live
successful life in old age is not the only interest of the elderly, it is
necessary to examine the young generation’s recognition of successful
aging.
Keywords: Successful Old Age, Elderly’s Recognition, College
Students' Attitudes.

1. Introduction
Clear knowledge and understanding on the process of human old
age is important not only for the elderly but also to everyone. Wrong
knowledge on the elderly may interfere with one’s successful aging
and also it can give false prejudice on the elderly to others.
Furthermore, negative attitude toward the elderly may degrade
self-esteem of the elderly and it may hinder integration of family and
society by recognizing the elderly as useless existence in society(Lee
& Lee, 2005). Therefore, the recognitions were increased recently that
it is necessary to construct the young generation’s stereotype and

attitude toward the elderly in more positive direction[2]. Also, the
individual’s understanding on maintenance of physical health of the
elderly,
understanding
on
society
environment
surrounding
psychological adaptation and interest on old age is being increased
(Ha, 2000). In general, the attitude became central concept to predict
and explain the individual’s social behavior and we can call overt
reaction as attitude. The attitude toward the elderly can be the scale
to predict whether the elderly may form social integration with the
young generation or not. the young generation’s recognition and
attitude toward the elderly based on changing value is raising an
issue in the reality which goes to aging society. In this sense, the
young generation’s attitude toward the elderly is expected to bring
difference of recognition on successful aging and attitude toward the
elderly(Kang, 2003).
In case the young generation’s attitude toward the elderly is
negative, we need to try to change it positively. Especially, as the
university students are the generations to participate in social
atmosphere and policy for the elderly’s self-reliance and public
support system in the future, their attitude toward the elderly is very
important(Ragan & Bowen, 2001). Therefore, as the university
students are the generation to experience the change from aging
society to aged society from the closest distance and share the flow
of change together, it is necessary for us to accurately understand
which attitude they have toward the elderly and how well they are
aware of aging. In addition, as the question of how we can live
successful life in old age is not the only interest of the elderly, it is
necessary to examine the young generation’s recognition of successful
aging(Bae, 2009).
So far, research on the university student’s attitude toward the
elderly has been restrictively progressed and there almost no research
on university student’s recognition of successful aging. So, the
purpose of this research is to examine university student’s attitude
toward the elderly and recognition of successful aging and investigate
the influence of university student’s attitude toward the elderly to
recognition of successful aging. In order to achieve the purpose of
research, we set up the following subjects(Kim, 2002).

2. Theoretical Background
2.1. Attitude toward the elderly

* First Author, Professor, Department of Social Welfare, Lifelong
Education head of a department, Hoseo University, Korea.
Tel: +82-41-560-8069, E-mail: joomin386@hanmail.net

Attitude is a subjective assessment meaning one’s likes or dislikes
and we can say that the attitude can be formed while reflecting
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individual value and belief for object and symbol. This value and
belief is formed within complex mutual relations between genetic
factor, physiological factor and environmental factor. When we check
dictionary definition of attitude, it is one of basic concept to
understand human behavior and it has a certain recognition, emotion
and assessment relating to a certain incident, problem, things or
people and preparation status of reaction to the objects(Han, Lee, &
Won, 2006). Like this, attitude is consisted of cognitive factor,
sentimental factor or emotional factor and behavioral factor, and it
can be the basis of behavior and the behavior forms attitude, so we
can predict the behavior(Kim, 2001).
Attitude toward the elderly is different according to the age and
there are some differences according to the age. It is said that
various roles and experiences accordingly suffered while living lives
may identify the essence of aging differently and furthermore it will
bring difference in recognition on the elderly. It is said that the
attitude toward the elderly is most positive at the time of childhood
and this attitude may become negative when they are entering to
youth adolescent. The reason why is that in youth adolescent age,
independent desire is rapidly increasing in order to establish
ego-identity together with mental·physical maturity for adaptation to
new world, and also developmental characteristic appears having
strong peculiarity of affinity and equation with peer group(Park & Yi,
2001).

2.2. Recognition of successful aging
After it was introduced as subject of Aging in America in 1986,
‘Successful Aging’ is translated and used as ‘successful senility’ or
‘successful aging’ among Korean scholars, But, in this research, we
would like to use ‘Successful Aging’ as the concept of successful
aging. It is because successful aging is the concept not limited only
to simple biological change, but it is the concept containing
adaptation process for change experiencing with growing age, in other
words, human development process(Kim & Shin, 2005).
Recently, interest on successful aging is increasing and many
studies regarding this issue are lively performed. Successful aging was
mentioned as several concepts such as optimistic, positive, productive,
rich, new and convincing aging. It was considered that the factors of
successful aging are consisted of 6 sub-factors such as ‘autonomous
life’, ‘aiming for self-realization’, ‘active participation in life’,
‘satisfaction on children’, self-acception’, and ‘accepting others’(Kim,
2008).
While defining successful aging as a process to properly adapt and
handle various physical·psychological· social change experiencing at
the old age which is the last stage of life cycle, it was explained
that successful aging is consisted and influenced not by only one
dimension, but by multidimensional factors such as ‘the life feeling
self-efficacy’, ‘the life satisfied by success of children’, ‘companion
life of couple’ and ‘the life of self-control’. And, successful aging
includes three factors of prevention of disorder and disability,
cognitive activity and active participation in social activity(Karner,
Rheinheimer, Delisi, & Due, 1998). In other words, successful aging
is considered as hierarchical relation which has low probability of

getting sick or being disabled, maintaining cognitive ability and
physical function and performing normal function(Hong, 2002).
Based on this concept, the concept of successful aging in this
research means adhering position of autonomous and active life for
aging and naturally recognizing the process of aging at the same time
aiming for self-realization(Kim & Kim, 2011).

3. Research Design
3.1. Subject and period of research
This research was conducted aimed at university students who took
the liberal arts classes in 1st semester in 2017 in H University
located in Chungcheongnam-do. This researcher fully explained the
purpose and method of this research to the subjects of this research,
and then conducted survey only to the students who understood the
purpose and method and spontaneously agreed on it.
The questionnaire was distributed 650 copies and collected 630
copies, and we utilized 610 copies as final analysis data excluding 20
copies which were insincerely responded. Survey was conducted from
June 3rd 2017 to June 10th 2017 and with the method of self-report.
General characteristic of subjects of this research is same as in
<Table 1>.
For gender, female students(52.0%) were more than male
students(48.0%). For ages, age of 23~24 took the highest with rate of
41.1% and subsequently, age of 21~22(27.0%), over the age
25(21.8%) and age of 19~20(10.0%). For residence, small and
medium-sized city took the highest position with rate of 57.5% and
subsequently, major city 35.1% and farming village 7.4%.

3.2. Scale for attitude toward the elderly
Sub-factors of scale for attitude toward the elderly is consisted of
3 territories of ‘Elderly people's adaptation and interpersonal relations’,
‘Elderly welfare’ and ‘Physical characteristics’, and there are total 35
questions in the questionnaire(Kim & Kim, (2011).
Each questions were written by using Likert scale from 1 point “It
is not like that at all.” to 5 points “It is very like that” and the
higher the score is, the more the attitude toward the elderly is
positive.

3.3. Scale for recognition of successful aging
In order to measure university students’ recognition of successful
aging, 20 questions were consisted. Each questions were written by
using Likert scale from 1 point “It is not like that at all.” to 5
points “It is very like that” and the higher the score is, it means that
they recognize it is important to achieve successful aging(Lee, 2007).

3.4. Data analysis
Collected data was analyzed using SPSS WIN 18.0 program. In
order to understand general features of subjects of research, frequency
and percentage was calculated and in order to examine attitude
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toward the elderly and recognition of successful aging, we conducted
t-test(verification) and One-way ANOVA and in order to understand
the relations between attitude toward the elderly and recognition of
successful aging, we conducted Correlation Analysis. Also, in order to
investigate the influence of university students’ attitude toward the
elderly to recognition of successful aging, we conducted Multiple
Regression Analysis.
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aging and recognition of successful aging gave statistically significant
influence to elderly people's adaptation and interpersonal relations(β
=.079, p<.05) and elderly welfare(β=.361, p<.001). Therefore, we can
know that university students are recognizing successful aging is
important as attitude toward elderly people's adaptation and
interpersonal relations and elderly welfare is positive.

5. Conclusions
4. Methodologies and Empirical Analysis
The result of reviewing the relationship between university
student’s attitude toward the elderly and recognition of successful
aging is as same as in <Table 5>. It was proved that sub-factors of
attitude toward the elderly and sub-factors of recognition of successful
aging had statistically significant positive relationship. In general,
attitude toward the elderly showed significantly positive relationship
with recognition of successful aging.
<Table 5> Relationship between the attitude toward the elderly and the
recognition of successful aging
Stable dwelling
Healthy and Purposely
Recognition
and
smooth family productive
of successful
remaining-ability
relationship
life
aging
utilization

Classification

Elderly people's
adaptation and
interpersonal
relations

.221***

.181***

.090*

.206***

Elderly welfare

.439***

.334***

.271**

.419***

Physical
characteristics

.258***

.226***

.138**

.257***

Attitude toward the
elderly

.409***

.328***

.219***

.392***

* p<.05, ** p<.01, *** p<.001

The result of reviewing the influence of university student’s
attitude toward the elderly to recognition of successful aging is same
as in <Table 6>.
<Table 6> Influence of the attitude toward the elderly upon the recognition
of successful aging
Recognition of successful aging
Classification
Elderly people's adaptation and
interpersonal relations
Elderly welfare
Physical characteristics
constant

b



t

.091

.079

2.024*

.341

.361

8.933***

.125

.093

1.878

2.290
8.214***

R2

.191

F(p)

47.769***(0.000)

* p<.05, *** p<.001

As it is seen in <Table 6>, attitude toward the elderly has
explanation power of 19.1%(R2=.191) on recognition of successful

This research has its purpose to examine university student’s
attitude toward the elderly and recognition of successful aging
according to their characteristics and investigate the influence of
university student’s attitude toward the elderly to recognition of
successful aging. The result of this research is as follows.
First, in case of university student’s attitude toward the elderly,
male students showed more positive attitude toward the elderly
compared to female students and as grandparents are showing strong
attachment to grandson compared to granddaughter and grandsons,
compared to granddaughter, feel more intimacy to grandparents as
well, so it is considered that male student’s attitude toward the
elderly is more positive than female student. Also, older students
showed more positive attitude toward the elderly than younger
students, but as they grow older the attitude toward the elderly
became negative, so it showed opposed result. As it seems that it
was caused by the difference of research subjects, it is necessary to
perform repeated research aiming at more various age groups in the
future(Lee, 2001).
Second, university student’s recognition of successful aging did not
show difference according to gender or age, but it showed difference
according to residence. That is to say, it was proved that students
living in farming village is recognizing that successful aging is
important than students living in city. In this case, as more students
living in farming village live together with their grandparents
compared to students living in the city, so students living in farming
village is recognizing the elderly correctly and recognizing that
successful aging is important.
Third, university students recognized that successful aging is
important as they have positive attitude toward the elderly and elderly
people's adaptation and interpersonal relations and elderly welfare had
statistically significant influence to recognition of successful aging.
We can consider that this supports preceding research result insisting
that providing and intensifying knowledge toward the elderly can
improve positive attitude. This result implies that it is important to
make university students have positive recognition toward the elderly.
Therefore, in order that university student can have more positive
attitude toward the elderly, it is necessary to understand the elderly
correctly and develop education process to understand the elderly
correctly and exchange with the elderly at school.
But, in the future succeeding research, wide and deep research is
necessary for variables influencing to university student’s attitude and
researches regarding successful aging should be continuously
conducted. Also, future succeeding research is requested of in-depth
analysis regarding factors inherent in the foundation of university
student’s attitude and recognition toward the elderly.
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A Study on Face Recognition using Convolution Neural Networks
Dayeon Son*, Minho Lee***

Abstract
In recent years, development of hardware and acquisition of big
data has attracted the attention of deep learning technology that learns
by self learning based on data in big data, distinguishes patterns, and
distinguishes objects. As we enter the information society, the
problem of information security is increasing. Among them, CNN
developed to imitate the human visual processing process has been
widely applied to the image recognition field and shows high
performance. In this paper, based on the deep – running algorithm of
CNN structure, we extract facial data from github and extract specific
region (eye). In general, the image recognition rate through the CNN
algorithm is about 70%. This paper has improved the recognition rate
to 80% through the difference of illumination and distance. It can be
applied to security technology using the result of the study. As a
solution to this security problem, studies using deep learning have
shown good performance. Among them, in the field of image
recognition, CNN algorithm is used to face recognition. However,
accuracy is low according to the current situation. However, we plan
to apply and develop security related technology effectively through
future research.
Keywords: Face Detection, Face Recognition, Networks, Neural
Network.

1. Introduction
In recent years, deep learning technology has been attracting
attention in the development of hardware and big data based on data,
learning by themselves, finding patterns, and distinguishing objects.
Unlike the existing machine learning model, in which the performance
degrades rapidly for complex problems, Deep Learning uses the deep
neural networks model to extract high-level features suitable for a
given data, It is a methodology that can overcome. Among them,
CNN (Convolutional Neural Networks) developed to imitate the
human visual processing process has been widely applied to the
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E-mail: gad03364@naver.com
** Department of Food and Nutrition, Eulji University, Korea.
E-mail: minho@eulji.ac.kr

image recognition field and shows high performance. Therefore, in
this paper, face region is detected through this algorithm
The face region detection is performed by extracting feature points
with respect to an area where motion is detected in the image input
from the camera, thereby identifying the face region. In facial
detection, feature points represent facial elements such as eyes, nose,
mouth, and specific elements and various types of unique elements.
The information of these elements is collected in advance and the
face is identified by comparing the information with the image in
real time. Face detection is a technique based on face recognition,
authentication, facial recognition, etc., and the performance of the
subsequent processes depends on the detection performance of the
face region. A number of methodologies and research results have
been published through domestic and international researches. The
method of analyzing skin color distribution in color images, the
method of using face geometry information, the method of using
multi level filtering and hybrid neural network, And a method using
a neural network in which self-structured maps are mutually
combined. Facial pattern detection consists of feature extraction
process and pattern classification process.
Face recognition is applied to various fields. For example, it can
be used for identity verification such as a personal identification card,
a passport, a credit card, a security system, personnel data, etc. It can
be used for security purposes such as searching for a suspect,
monitoring a crime zone, and tracking a crime vehicle. For such face
recognition, face detection must first be performed. Face detection is
to find the object called face and check the position in the image.
However, it is influenced by external factors such as face condition
(facial expression, beard, skin color, eyeglasses, hair shape) and
surrounding environment (change of illumination, brightness of
background)
In this paper, we propose a face detection method using deep –
based CNN algorithm and apply it to security.

2. Related Works
2.1. Image Recognition
Image recognition refers to the problem of extracting meaningful
information from image data. Since images are affected by lighting
changes and the surrounding environment and objects vary in shape
depending on the observation angle, it is difficult to model them
mathematically. In general, to extract features expressing an object, a
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histogram of boundaries or boundaries is used, or a part model is
used to individually model the elements of the object and define the
relationship between the elements. The role of determining the object
by comparing the extracted features with the model is the machine
learning algorithm or deep learning.

2.2. Face Detection
In this paper, we propose a face-based face detection method
based on the knowledge-based method, Feature-based method,
Template-matching
method,
Appearance-based
method,
A
knowledge-based method is a method of detecting faces based on a
certain distance and positional relationship between facial components
such as eyes, nose, and mouth of a face. It can detect faces quickly
by simple calculation. However, There are many errors in performing
face detection and there is a problem that it is very difficult to set
rules in advance. The feature-based method is a method of detecting
a face by using size, shape, correlation, face color and texture
information of facial elements, or mixed type information of these
elements.
This method is not only sensitive to the presence of noise in the
face region or to the brightness change of the surrounding
environment, but also to reduce the face detection performance
because it is difficult to extract facial features when occlusion
occluded by other objects occurs There is a problem. The template
matching method is a method of detecting a face compared with an
input image after a standard template is generated for a face.
However, it is difficult to efficiently process various changes such as
size, shape, and pose of a face image .

features while considering the characteristics of the image by
performing the convolution operation while moving the learned kernel
by one space to the input data received from the previous layer.
As the Convolution layer and the Pooling layer are alternately
performed, features having key pattern information are extracted
automatically, and the recognition result of the image is extracted
from the classification layer based on the features. The notable point
of CNN is that image data is input as input layer, not specific
vector. The input image passes through the convolution layer and the
features are extracted and classified through the full connection layer.
In other words, CNN performs all the functions of feature extraction
and classification without directly modeling the shape of the object.

3. Design & Implementation
In this paper, face learning and face recognition are performed
based on the deep learning algorithm of cnn structure. Face
recognition was performed through the following flowchart. The
flowchart below shows the order in which deep learning based face
recognition is performed.
Enter face image

Facial component extraction

Preprocessing process

2.3. Deep Learning
Deep learning implies deep neural network algorithms and methods
of learning them. Deep neural networks were first proposed in the
1980s as a neural network with two or more hidden layers excluding
input and output layers. However, it took a long time to learn and
could not be used for general problems due to the drawbacks that
are suitable for learning data. Since the 2000s, there has been
proposed and solved techniques for preventing the appearance and
overfitting of GPU (Graphics Processing Unit) which can operate in
parallel. After that, deep learning has developed rapidly and now
deep learning is used in various fields such as voice recognition,
scene recognition, face recognition, and the like.

Feature extraction

Face Detection

>> The following experiment is a face recognition experiment
using the data given in “github”.

3.1. Enter face image

2.4. CNN(Convolution Neural Network)
CNN is one of the typical algorithms for machine learning. It is a
kind of neural network widely used in image recognition.
CNN expands and classifies low-dimensional information at high
dimensions to easily classify information from the input image.
Basically, CNN consists of Convolution layer, Pooling layer and
Classification layer. CNN automatically extracts features of recognition
objects from learning images by alternating between the Convolution
layer and the Pooling layer. The convolution layer can extract

<Figure 1> Enter face image
> Brought up a face image in color format in 'Github'.
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3.2. Extracting Specific Region for Face Recognition
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used in many recent studies because it takes into account not only
specific region extraction but also the whole image including the
background. As we enter the information society, the problem of
information security is increasing.
As a solution to this security problem, studies using deep learning
have shown good performance. Among them, in the field of image
recognition, CNN algorithm is used to face recognition. However,
accuracy is low according to the current situation. However, we plan
to apply and develop security related technology effectively through
future research.

References
<Figure 2> Extracting Specific Region for Face Recognition

> After processing the imported image through preprocessing
process, we extracted the 'eye' region of a specific component
of the face.

3.4. Face Detection

<Figure 3> Face Detection

> Finally, facial region was detected after extracting features.

3.4. Experiment result
Through the proposed method, it can be seen that the face is
detected as the result shown in Figure. The proposed method shows
the same high recognition rate as the above.

5. Conclusion and Future Research
In this paper, we implemented the face recognition experiment
using the cnn algorithm, which is a deep - run - based image
recognition method which has recently been spot lighted. CNN is fast
in computation using convolution filters in images, and is widely
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A Study on the Effects of Distribution Factors on Perception and
Purchase of Elderly Goods
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Abstract
This study is investigating the standard of elder product selection,
the medium to have influence on product selection, and actual
product purchaser and secondly, the most preferred product type of
elder consumer would be revealed and its implications would be
investigated. This study had conducted to offer useful information to
related organizations by investigating product preference of elder
consumer who is a main consumer of senior-friendly industry and
influential factors to purchase products for industry. The study result
revealed the characteristics of the aged as follows. First, the elder
consumer considers that the functionality is more important than the
price when selecting product. Second, when making marketing plan
toward elder consumers, the preliminary of background such as
gender, education level, and monthly income should be conducted
enough. Third, the elder consumer was proactive and active in the
economic aspect, and tends to have strong independence in the social
aspect. Fourth, the study showed that the aged was highly interested
in health related products and service. The aged of today is a
consumer who has occupational ability as an intellectual property
accumulated by professional life and has an ability to concentrate
consumption with richness as the main agents of purchase. Therefore,
the empirical study to investigate the actual aged had been conducted
instead of literature research as existing studies.
Keywords: Elderly Goods, Perception, Effects of Distribution
Factors, Recognition by the Elderly.

1. Introduction
Korea entered an aging society already and becoming an aged
society is around the corner. UN decrees that an aging society is that
when the rate of elderly population over 65 years old is over 7%,
and an aged society is that the rate of elderly population over 65
years old is over 14%(UN, 1986). According to the 'Population and
Housing Census in 2000', the rate of elderly population over 65 years
* First Author, Professor, Department of Social Welfare, Jungwon
University, Korea. Tel: +82-43-830-8642,
E-mail: jmhsubject@hanmail.net
** Corresponding Author, Ph.D. Department of Social Welfare, Jungwon
University, Korea.

old was 7.3% out of total population and it showed that Korea
entered the aging society with exceeding 7% of elderly population
over 65 years old. It is expected that Korea would enter 'aged
society' with 14% elderly population out of total population in
2017and reach to 'super aged society' with 20% elderly population
out of total in 2026(NSO, 2005). An increase in aging population
gives us various new implications. Expansion of welfare facilities for
the aged and skilled nursing facility might be needed in the aspect of
health and welfare, and the aged would be realized as a new possible
market in the aspect of corporate marketing(Oh, Nam, & Yun, 2014).
However, this study has analyzed internal and external literatures
instead of a study which investigated the actual aged. Therefore, an
empirical study considering domestic market and the characteristic of
actual elder consumers is needed. An empirical investigation about
clothing purchase behavior by elder consumers had been conducted
and an empirical study of elder consumer's characteristic comparing
with non-elder group had been conducted(Punj & Staelin, 1983). The
study showed that the elder consumer had weak adventurous behavior
of purchase as compared with non-elder consumer. In addition, the
elder consumer responded to brandless products and acceleration
factor sensitively and considered regular shops and its staff
importantly. Moreover, the elder group showed less sensitive reaction
about price than non-elder group. There was difference between the
elder consumer and general consumer in the stage of purchase
decision process. The elder consumer was felt a purchase desire by
reference group but they showed less impulse shopping(Rao &
Monroe, 1988). They had less information search before purchasing
comparing with non-elder consumer, and convenience was an
important factor to choose a product. This result came from a single
item, street clothes, investigation(Aiken & West, 1991).
The purpose of this study is investigating the characteristic of
elder consumer which is a main role in the potential aged market
and socio-demographic factors which have influence on the
characteristic. In addition, this study is aiming to offer useful
information to vitalize the senior-friendly industry which is emerging
as a new domestic growth business and basic information for
marketing(Dishaw & Strong, 1999).
To do this, firstly, this study is investigating the standard of elder
product selection, the medium to have influence on product selection,
and actual product purchaser and secondly, the most preferred product
type of elder consumer would be revealed and its implications would
be investigated.
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2. Theoretical Background
2.1. Necessity of elderly supplies in aging era
The positive supports by the government are needed to catch up
with a prospect of senior-friendly industry development like developed
countries. The industry and academic world should jointly make a
detailed plan for the characteristic of elder consumer and social
change and strive to conduct researches and developments in the
long-term perspective. In addition, suitable marketing strategy should
be established. Studies for elder consumer's significant area of interest
are specially needed(Seo, Yang, & Lee, 2014). General studies such
as which product and house the aged prefer, what the standard of
product selection is when purchasing, who directly purchase the
product, and which media the aged is familiar with are needed
(Diener, Smith, & Fujita, 1995).
The representative studies for the characteristic of elder consumer
had been investigated nationally. The potential aged market in Korea
and their behavior characteristics as a consumer had been extracted
from internal and external literatures about the elder consumer. The
result showed the characteristics of elder consumer that they are an
active product purchaser, go shopping with others, and decide to
purchase decision jointly. In addition, there was little difference
between young group and elder group to use information and the
aged also use mass media well(Sung, Kim, & Youn, 2014). In the
study on situation and prospect of elder consumer study, the associate
variable affected to elder consumer had been organized by comparing
and analyzing existing associated studies. Above this, the characteristic
of elder consumer to help corporate marketing had been revealed by
reviewing literature with bringing up a problem which is lack of
information about the aged market(Eastman & Iyer, 2005).
The study suggested the prospect of silver business and the
existing studies had been analyzed for related area and shopping
behavior of consumer. The result showed that the elder consumer
concerned about feeling and sense of the product and purchase delay
occurs as well. In addition, they prefer easy-to-use product and expect
reward for shopping behavior when purchasing product. These
advanced researches offer meaningful information for the reality which
lacks information about the aged market(Federico, 2005).

2.2. Awareness and consumption environment of domestic
elderly supplies
The aging population in Korea is growing faster than any other
countries and the number of pensioners such as public servants,
soldiers, and private teachers is increasing every year. Therefore, it is
expected that the wealthy aged group with fixed income sources such
as pensions, saving, and capital income after retirement would increase
like as advanced countries such as USA and Japan(Kim, 2015).
In addition, the consumption tendency of the elder consumer is
increasing due to the change of lifestyle such as nuclear family. The
purchasing power toward elder consumer market is expanding because
the current 50s who are highly educated relatively and accumulated
its property through the economic development since 2000 have

emerged as the aging generation(Tsai, Knutson, & Fung, 2006). Since
2008, the national pensioners receiving more than 1 million won have
been spilling in earnest and the completed old-age pensioners with
the age of over 60 who paid pension premium for 20 years without
an exception after the introduction of the National Pension system
would emerge for the first time in this year(Kim & Youn, 2015).
It is expected that the market size of Korean senior-friendly
industry would be 17 trillion won in 2000, 27 trillion won in 2005,
and 41 trillion won in 2010. The senior-friendly industry is classified
into elderly supply industry to produce and sell supplies in daily use,
service industry to sell intangible product, health care industry to
operate medical and health care, and housing industry to be related
with residential life. As the demand of senior-friendly industry is
increasing, it is expected to create extensive new industry area from
food, clothing, and shelter related industry to medical health, leisure,
and finance industry. It is anticipated that various home services for
the aged with discomfort would be sharply expanded specially(Lee &
Sirgy, 2003).

3. Research Design
3.1. Study subject and period
This study selected young group from 22 to less 55 years old and
elder group over 55 years old as the study subject. Considering the
age, 100 people for each group had been selected by random
assignment in the representative region in Goesan-si.

3.2. Data analysis
The survey method was as followed: the trained interviewer
directly questioned the questionnaire at the survey site and the
interviewer directly recorded the response contents. The interviewers
were students who studies senior related subject at Jungwon
University. 390 questionnaires were returned and 14 uncandid
response had been excluded. Total 376 responses had been analyzed
for the study. The other survey method was the same as the first
survey and its period was from July 17, 2017 to August 7, 2017.

4. Methodologies and Empirical Analysis
4.1. Demographic characteristic
According to the question about previous or current occupation of
the rest participants, the results were as followed: 54 professions
(9.8%), 38 office workers (6.9%), 25 administrative position (4.6%),
67 self-employed (12.2%), 37 production and labor workers (6.7%),
180 housewife (32.8%), 124 unemployed (22.6%), 24 the rest (4.4%),
and 4 non-responses. The characteristics of the participants in the
second survey was suggested as follows. Unlike the first survey,
gender ratio was similar. The age was divided into three group and
controlled not to be concentrated on certain age group excessively.
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The monthly income had been also different from the first
investigation such as the income earners with more than 2 million
won per month were the largest. In the education level, university
graduate and higher was the largest with 186 people because of
young group. According to the question about previous or current
occupation of the rest participants, 98 professions (26.1%), 42 office
workers (11.2%), 26 administrative position (6.9%), 34 self-employed
(9.0%), 25 production and labor workers (6.6%), 71 housewife (18.9%),
29 unemployed (7.7%), 40 the rest (10.6%), and 11 non-responses.

4.2. Analysis of major reason to select the elderly supplies
The most important thing when choosing the product by the aged
is functionality of the product. It might be predicted that the product
price would be a standard of product selection because the monthly
income with less than 1 million won was the majority of response.
However, the aged focused on the functionality more than the price.
In addition, the product convenience was also important as well.
There was not significant difference about socio-demographic factors
such as age, level of monthly income, and level of education(p<.01).
In the second investigation, the study suggested the result by
comparing age difference for the standard of decision making when
selecting the product. The standard of product selection showed
significant difference by age(p<.05). The functionality(57.6%),
convenience(19.6%), and shape(13%) was the standard of product
selection for the age of 20~39, and the functionality(57.6%),
convenience(21.5%), and price(9%) was the standard of product
selection for the age of 70~74. The age of over 65 chose the
functionality of the product(49.1%) as top priority which is same as
other age group, and the price(21.7%) was higher than other groups,
followed by the convenience with 17%.

4.3. Difference of product purchaser by gender, age, monthly
income, and level of education
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between actual product purchaser and socio-demographic factors.
According to the analyzed result, the elderly who purchase the
product in person was 60.2% out of total which was the highest
response. According to the chi-square test, the gender showed
significant difference(p<.01). The elderly female results were the
person(63.5%), children(26.4%), spouse(8.1%), and other(1.2%) and
the elderly male results were the person(54.3%), spouse(34%),
children(9.6%), and other(2.1%). That showed the elderly female
purchase the product in person more than the elderly male. There
was an unusual thing that purchasing by spouse was the second place
in the result of the elderly male but purchasing by children was the
result from the elderly female. The significance for product
purchasing sources depending on monthly income had been
shown(p<.01). In case of the aged with college graduate or higher,
the purchaser was the person(64.4%), spouse(27.1%), children(5.1%),
and other(3.4%) that showed most purchaser was the person itself and
spouse. Whereas, in case of the aged with elementary school
graduate, the purchaser was the person(55.6%), children(29.2%),
spouse(13.4%), and other(1%) that showed most purchaser was the
person and children(<Table 1>).

4.4. Preference difference of medical and health products by
age group
The most selected product through the all age was medical, health,
and daily life products. Gender did not show the significant
difference. According to the chi-square test to investigate difference
by age group as the purpose of second investigation, the age showed
the significant difference(p<.05). There was a large difference between
medical products and health products by age specially<Table 2>. The
rate of medical products preference by age group was 25% in the
age of 20~39, 42.6% in the age of 40~54, and 32.4% in the age of
over 55. The rate of health products preference by age group was
24.6% in the age of 20~39, 37.7% in the age of 40~54, and
37.7%% in the age of over 55.

It was the results from the first investigation about difference

<Table 1> Difference of product purchaser by gender, age, monthly income, and level of education
Sort
Gender

Age

Monthly Income

Education Level

***p<.01

The person N(%)

Spouse N(%)

Children N(%)

Other N(%)

male(n=194)

102(54.3)

64(34.0)

18(9.6)

4(2.1)

female(n=359)

219(63.5)

28(8.1)

91(26.4)

4(1.2)

age of 65~69(n=240)

158(65.8)

50(20.8)

27(11.3)

5(2.1)

age of 70~79(n=279)

133(64.9)

39(19.0)

26(12.7)

3(1.5)

over age of 80(n=23)

10(45.5)

1(4.5)

11(50.0)

0(0.0)

less than one million won(n=400)

230(59.7)

49(12.7)

98(25.5)

6(1.6)

less than 1-2 million (n=83)

50(62.5)

20(25.0)

7(8.8)

2(2.5)

more than 2 million (n=56)

33(60.0)

18(13.4)

4(7.3)

0(0.0)

elementary school(n=226)

120(55.6)

29(13.4)

63(29.2)

2(1.0)

middle or high school(n=263)

162(63.0)

47(18.3)

43(16.7)

4(1.6)

university graduate and higher(n=62)

38(64.4)

16(27.1)

3(5.1)

2(3.4)

x²
69.55***

41.82***

32.63***

28.82***
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<Table 2> Preference difference of medical and health products by age group(second investigation)
Sort
age of 20~39(n=37)
Age

Medical products N(%)

Health products N(%)

17(25.0)

15(24.6)

age of 40~54(n=213)

29(42.6)

23(37.7)

age of over 55(n=279)

22(32.4)

23(37.7)

x²

44.40*

*p<.05

5. Conclusions and Limitations
This study had conducted to offer useful information to related
organizations by investigating product preference of elder consumer
who is a main consumer of senior-friendly industry and influential
factors to purchase products for vitalization of senior-friendly industry.
Therefore, the empirical study to investigate the actual aged had been
conducted instead of literature research as existing studies. The first
investigation had been conducted and the second follow-up
investigation had been conducted which contained young age group
because comparison with other age group might be meaningful to
understand the characteristic of elder consumer. In the first
investigation, the study had investigated the consumption pattern of
the aged targeting 600 elderly people who lives in Goesan-si and the
second study investigated 400 people including young age group. The
study result revealed the characteristics of the aged as follows.
First, the elder consumer considers that the functionality is more
important than the price when selecting product. Second, when
making marketing plan toward elder consumers, the preliminary of
background such as gender, education level, and monthly income
should be conducted enough. Third, the elder consumer was proactive
and active in the economic aspect, and tends to have strong
independence in the social aspect. Fourth, the study showed that the
aged was highly interested in health related products and service. The
elderly female prefers health products more than the elderly male and
the elderly male prefers leisure, sports, and traveling equipment more
than the elderly female.
The aged of today is a consumer who has occupational ability as
an intellectual property accumulated by professional life and has an
ability to concentrate consumption with richness as the main agents
of purchase. Therefore, they are new leading role in the consumer
society to enjoy their declining years energetically as a creator who
creates various consumption life and new life culture to satisfy
various desires. Therefore, the marketing activities targeting the elder
consumer group would be adjusted to their characteristics and need.
Considering the fast-growing size of elderly market, domestic
industries should urgently make the medium and long term marketing
plan targeting the market of elder consumers.
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A Study on the Effects of Health Functional Food Consumption Recognition and
Purchase Distribution Pattern of the Elderly
Myung-Hee Jung*, Heung-Deok Chang**, Cheol-Gwi Kim****

Abstract
This study is aiming to suggest baseline date for the establishment
of policy alternative to make healthy consumption life of the elderly
through investigating and analyzing actual condition of consumption
related with the awareness of health functional food such as purchase
behavior and consumer's problems about health functional food. Based
on the results of this study, the implication suggested for marketing
or policies are as follows. First, the elderly's awareness of health
functional food showed above in order of the average health
maintenance/physical constitution, diseases prevention, and harmful
influence. The important factors to influence the elder consumers'
awareness of health functional food were the education level and the
economic level(monthly income, monthly allowance). Second, the
interest in elder consumers' health functional food and diseases
treatment were used by the female and subjects with low education
level. The limitations of this study are as follows. First, the subjects
were selected who live in Gangwon-do with the age of 60 and over
due to the limitation of sampling, and that might be shown local
characteristics. Therefore, the study result could not be generalized on
behalf of all elderly in Korea and it is difficult to apply the result to
more segmented market. To solve this problem, studies containing
sampling by regional groups might be needed.
Keywords: Health Functional Food, Purchase Distribution Pattern,
Food Consumption Recognition.

1. Introduction
The average life expectancy had increased from the age of
52.4(male: 51.1, female: 53.7) in 1960 to the age of 78.8(male: 75.5,
female: 82.2) in 2010 due to improvement of living standard and
development of medical science, and it is expected that the average
life expectancy would be extended as the age of 80.7(male: 77.5,
female: 84.1) in 2020(Tsakiridou, Boutsouki, Zotos, & Mattas, 2008).
The aging population as ratio of the elderly with the age of over
* First Author, Professor, Department of Social Welfare, Jungwon
University, Korea. E-mail: jmhsubject@hanmail.net
** Co-Author, Ph.D. Department of Social Welfare, Jungwon University,
Korea.
*** Corresponding Author, Ph.D. Department of Social Welfare,
Tel: +82-43-830-8642, Jungwon University, Korea.

65 took 7.2% of total population in 2000 so that Korea entered the
Aging Society already(NSO, 2006). In 2017, the ratio of the elderly
is 14% which means that Korea entered Aged Society. The
population of elderly in late years with the age of over 75 has
increased, that means the population meets the Aged Society
qualitatively and quantitatively. Many elderly people used to feel
mentally that they have reached their journey's end when they felt
physically "old" due to the increase in the average life expectancy.
However, the will and activity against the age by recognizing the
process of aging become a driving force of life and the active social
participation has been increased in the modern longevity society(Alba
& Hutchinson, 1987).
The elderly use to use foods for maintaining health or prevention
and treatment of disease for a long time in this circumstances. In
addition, they are interested in the knowledge about health and food,
alternative medicine, and self-treatment, and want to hear knowledge
of food and natural substances(Ajzen & Madden, 1986).
To intake health functional food, it is necessary to know about the
effect and functionality of health functional food and understand
about morphological constitution and symptomatological constitution of
taker. When some symptom occurs, expertise is needed to select
health functional food. However, people have only superficial
knowledge. Some distributors use this for evil purposes and consumer
damage is increasing due to deceptive vice business skill using filial
tour, offering gifts, public institution impersonation, lecture, and prize
winning targeting the vulnerable elderly physically and mentally(Korea
Consumer Agency, 1999). It is needed to prevent the elder consumers
damage targeting the elder consumers considered as a marketing
subject which is increasing daily, and secure healthy and reasonable
later life through developing sensible consumer consciousness and
securing consumer's sovereignty for the elder consumer group(Brennan
& Lomasky, 2002).
This study is aiming to suggest baseline date for the establishment
of policy alternative to make healthy consumption life of the elderly
through investigating and analyzing actual condition of consumption
related with the awareness of health functional food such as purchase
behavior and consumer's problems about health functional food.

2. Theoretical Background
2.1. The change of supporting awareness and family structure
Recently, the trend that the elderly want to live separately is
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emerging in Korea remarkably. According to the survey conducted to
middle-aged class with the age of 45 and over and the elderly with
the age of 65 and over, 73% of subjects answered that they do not
live with their children in the future. In addition, 61.3% of
middle-aged class with the age of 45~64 said that they are preparing
for the retirement such as buying a house or making housing
expenses. Moreover, the birth rate has been decreasing since 1970
and the annual average was 1.26 in 2000-2005(Collier & Bienstock,
2006). It could be one of factors that the increasement of aging
population who wants to live separately with their children and the
weak of supporting function for elderly by family is also the reason.
In addition, the elderly want to achieve financial independence from
their children due to increasing to the elderly with high education
level and economic power, and it is expected that the level of help
expectation by the elderly would be dwindled in the aspect of health
protection in the future(Chen, 2007).

2.2. Increase to the elderly requiring protection due to the
aging
In case of the elderly, a perspective on health would be expanded
to physical, social, and psychological function, life quality, and social
support and network beyond the physiological and biological level.
As the aging is proceeding, the aging population could have more
chance to live with disability and diseases and it is natural that they
focus on the health. It is well known that the higher the age, the
higher chance they are diseased, and the higher morbidity rate due to
ill-health. Therefore, many workers to protect the elderly's safety or
care for them are needed more. In Korea, chronic degenerative
diseases are main elder diseases and the incidence of dementia
diseases is sharply increasing due to the aging(Conner & Abraham,
2001).

2.3. Economic power improvement and expenditure increase
of the elderly
In 2004, the elderly population(age of 64 and over) owned 25.6%
of total financial assets and their average financial assets per person
was 38,940,000 won (total average was 13,220,000 won), it was
considered that their purchasing power was higher than other age
group. Moreover, in case of the baby boom generation(born between
1955 and 1963) who are expecting their retirement in 10 years, they
might be lead the consumer market due to their active consumption.
In case of Japan which had a baby boom(before and after 1948)
around the same time, the elderly born during the baby boom
showed active consumption for themselves comparing with previous
elderly group(Conner & Armitage, 1998). In addition, the
consumption items had changed and the consumption market had
grown focusing on suitable consumption items for the elderly's need
such as health and medical treatment. It is expected that the health
and medical treatment demand such as treatment of various diseases
and health maintenance carried physical and mental aging would
increase greatly. According to the result to estimate consumption
expenditure in accordance with future population structure change

based on the consumption expenditure in 2004, demand increase of
health and medical service was remarkable and the US where the
elderly society has arrived ahead of us showed that the consumption
expenditure about health and medical service for the elderly is three
times more than average expenditure of every age group(Courneya &
McAuley, 1993).

2.4. Awareness of health functional food
Awareness of functional foods is defined that the process and the
result to reflect objectivity to human consciousness academically. It
means the whole of human knowledge in a broad sense and the
knowledge about certain range of target in a narrow sense. This
study is aiming to investigate the awareness about the conceptional
aspect of health functional food targeting takers and non-takers of
health functional food(Dishaw & Strong, 1999).

3. Research Design
3.1. Study subject and period
This study is aiming to understand the intake pattern of health
functional food by the health food awareness of the elderly who live
in Gangwon-do Province. The study subjects were 871 elder people
living in Gangwon-do who are possible to communicate, understand
the study purpose, and agree to participate in the study. The data had
been collected from April in 2017 to August in 2017.

3.2. Data analysis
The statistical analysis had been conducted to analyze relations
among general characteristics, awareness of health functional food,
and purchasing pattern of health functional food of study subjects
from the collected data for the analysis purpose. SAS/PC 6.12
Statistics program has been used for data analysis.
1) T-test and Analysis of Variance(ANOVA) had been conducted
to understand health functional food related difference of the elderly
in accordance with general characteristics.
2) The frequency and x²-test had been conducted to understand
factors to have differences in the behavior of health functional food
usage.
3) The multiple regression analysis had been conducted to
understand factors of health functional awareness which affect
purchase of health functional food. The statistical significance was
0.05 level.

3.3. Scales of health functional food awareness
The subjects' awareness of health functional food is as follows.
According to the answers, 'mostly yes.' was the answer about
questions of 'for diseases prevention, for health maintenance and
physical constitution, and intake for health in advance'. Whereas, 'does
not' was the most answer about questions of 'free from side effects
mostly, unnecessary of additional health promotion behavior if taking
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it'. The positive aspects of health functional food are health
maintenance, physical constitution, and diseases prevention. However,
the subjects showed the negative awareness and attitude toward trust
of health functional food. This study defines the awareness of health
functional food categorizing three scales such as health maintenance/
physical constitution, diseases prevention, and harmful influence
(Diener, Smith, & Fujita, 1995)
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3.68 points and the elderly who live with other person showed the
highest media utilization taken 3.68 points in living condition. The
differences by monthly allowance was 3.40 points with less than
100,000 won whereas more than 500,000 won received 3.18 points.
That showed the smaller the monthly allowance was, the higher the
media utilization was. The results showed that the elderly with lower
education level and female who is a housewife with small allowance
had recognized the importance of health maintenance/physical
constitution more.

4. Methodologies and Empirical Analysis
4.1. Demographical characteristics

<Table 1> Differences of health maintenance/physical constitution in the
awareness of health functional food
Sort

The general characteristics of study subjects were as follows. The
gender ratio was 54.5% of female and 45.5% of male, and the age
distribution was 30.08% of the age of 65~69, 24.45% of the age of
70~71, 22.09% of the age of 75 and over, and 23.08% of the age of
60~64 who are pre-elder consumers. The education levels were
11.37% of ineducation, 31.23% of elementary school graduate,
22.96% of middle school graduate, 27.55% of high school graduate,
and 6.9% of university graduate or higher. The previous job of
subjects was 11.83% of inoccupation, 28.93% of housewife, 17.68%
of self-employed, and 26.75% of salaried employee.
The answer related with monthly income, less than 1 million won
was 62.00% which was the most answer, and 25.49% chose 1~1.99
million won. The living condition showed that 23.65% of alone,
47.30% of living with spouse, and 17.91% of living with children.
The monthly allowance was 31.11% of less than 100,000 won,
15.73% of 100,000~190,000 won, 16.53% of 200,000~290,000 won,
and 13.20% of more than 500,000 won.

4.2. Analysis of differences about health maintenance/physical
constitution among the awareness of health functional food
The importance of health maintenance/physical constitution among
the elderly's awareness of health functional food was 3.26 points
generally, that means the consciousness about the importance of
health maintenance/physical constitution was above the average<Table
1>. According to the analysis of differences about the importance of
health maintenance/physical constitution, gender, age, education level,
previous job, living condition, and monthly allowance showed
significant difference except the monthly income(p<0.05). The
difference by gender showed 3.28 points with male and 3.43 points
with female, that showed female has been aware of health
maintenance/physical constitution more than male. The difference by
age was 3.05 points with the age of 60-64, 3.22 points with the age
of 65-69, and 3.45 points with the age of 75 and over, that showed
the higher the age, the more important the health maintenance/
physical constitution was. The differences by education level showed
that ineducation was 3.41 points which was the highest and university
graduate or higher was 3.00 points which was the lowest, that means
the higher the education level, the lower the importance of health
maintenance/physical constitution was. The differences by previous job
was that the housewife showed the highest media utilization taken

Gender

Age

Education
Level

Previous
Job

Monthly
Gross
Income

Living
Condition

Monthly
Allowance

Headcount M+- SD T or F sig
Male

396

3.28 .96

Female

475

3.43 .79

60-64

201

3.05 .78

65-69

262

3.22

70-74

213

3.32 .81

over 75

195

3.45 .94

72

ineducation

99

3.41 .84

elementary school graduate

272

3.40 .77

middle school graduate

200

3.23 .81

high school graduate

240

3.13 .84

university graduate or higher

60

3.00 .80

inoccupation

103

3.28 .83

housewife

252

3.28 .74

self-employed

154

3.42 .77

salaried employee

233

3.12 .87

other

129

3.18 .85

less than 1 million won

540

3.30 .78

1~1.99 million won

222

3.25 .87

2~2.99 million won

69

3.08 .81

more than 3 million won

40

3.13 .90

Alone

206

3.33 .79

Spouse

412

3.29 .82

The oldest son

59

3.20 .76

With children

156

3.25 .83

Relative/ Other people

38

3.68 .75

less than 100,000 won

271

3.40 .80

100,000~190,000 won

137

3.21 .78

200,000~290,000 won

144

3.25 .79

300,000~390,000 won

127

3.13 .79

400,000~490,000 won

77

3.22 .91

more than 500,000 won

115

3.18 .85

871

3.26 .81

-3.90 .0001

7.63

.0001

6.07

.0001

4.077 .0028

1.95

.1206

5.52

.0002

2.58

.0249

4.3. Analysis of differences about diseases prevention among
the awareness of health functional food
The importance of diseases prevention among the awareness of
health functional food was 3.50 points generally, that means the
consciousness of diseases prevention was above the average.
According to the analysis of difference of the importance of diseases
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prevention in accordance with general characteristics, the difference
showed in the age, education level, living condition, and monthly
allowance(p<0.05). The difference by age was 3.58 points with the
age of 60~64 and 65~69 respectively, which was the highest, and
3.41 points with the age of 75 and over. That means the lower the
age is, the higher the awareness of diseases prevention's importance
was. The difference by education level was 3.27 points with
ineducation as the lowest and 3.70 with high school graduate as the
highest. The difference by living condition was that the elderly living
alone(3.46 points) and living with the oldest son(3.39 points) showed
lower diseases prevention relatively whereas the tendency of diseases
prevention by the elderly who live with relative or other people was
4.05 point which was higher level. The monthly allowance results
showed that less than 100000 won was 3.39 points and more than
500000 won was 3.59 points. The more monthly allowance the
elderly spent, the higher the importance of diseases prevention was.
The elderly's tendency of diseases prevention was above the average
and gender did not show any difference about the diseases
prevention. the lower the age was, the higher the importance
awareness of diseases prevention was. That means the awareness level
of the elderly's diseases prevention did not have the differences by
gender. If the elderly live with other people or spend more
allowance, diseases could have chance to be prevented. In addition,
the elderly's consumption tendency would be predicted enough
depending on the change of the elderly's lifestyle in Korea in the
future.

4.4. Analysis of differences about harmful influence among
the health functional food
The harmful influence in the elderly's awareness of health
functional food was 2.15 points generally that was lower result
relatively. According to the analysis of differences of harmful
influence by general characteristics, every item such as age, gender,
education level, previous job, monthly gross income, living condition,
and monthly allowance showed difference(p<0.05). The difference by
gender was 2.22 points with male and 2.15 points with female, that
the female point was lower than the male point. The difference by
age was 2.25 point with the age of 60~64, the highest, 2.03 point
with the age of 75 and over, the lowest. That showed the lower the
age was, the lower the conspicuous tendency was. The difference by
education level was 1.73 points with ineducation, 2.39 points with
high school graduate, and 2.33 points with university graduate or
higher, that showed the group with higher level of education showed
the higher harmful influence. The difference by monthly income was
2.09 points with less than 1 million won and 2.52 points with over
3 million won. The higher the monthly income was, the higher the
importance of health maintenance/physical constitution was. The
difference by living condition showed that the elderly's importance of
health maintenance/physical constitution living with the oldest son(1.90
points) or daughter(2.01 points) was lower relatively and the elderly's
importance of health maintenance/physical constitution living with
relative or other people was 2.20 points which was the highest.
According to the monthly allowance, the group with less than

490,000won was 2.05~2.19 points whereas more than 500,000 won
was 2.48 points. The result showed that the importance of health
maintenance/physical constitution by the elderly showed a decided
difference. The importance of health maintenance/physical constitution
was none too high for the elderly's consumption life who live in
Gangwon-do. The level of education and income is increasing as well
as living alone or with other people tends to be increasing as the
elderly's living condition. This study showed the higher importance of
health maintenance/physical constitution of the elderly's who have a
lower age, higher education level and income, and live with other
people. Therefore, it is expected that the importance of health
maintenance/physical constitution of the elderly in Korea would
become higher.

4.5. Purchasing intention and the awareness of health
functional food
The results of regression analysis using purchasing intention of
health functional food as a dependent variable were as follows. The
purchasing intention of health functional food could be explained
around 4.68% by the independent variables<Table 2>. The F-value
was 3.83 generally, that showed statistical significance(p<.0001). The
factors affecting significant impact on purchasing intention of health
functional food were health maintenance/physical constitution, diseases
prevention, and harmful influence concretely(p<.05). That means, the
regression coefficient of health maintenance/physical constitution was
0.22137. The larger the elderly's tendency to achieve health
maintenance/physical constitution, the higher the purchasing intention
of health functional food was. The regression coefficient of diseases
prevention was 0.12488, that means the higher the elder consumers'
preference of diseases prevent, the higher the purchasing intention of
health functional food was. The regression coefficient of harmful
factor was -0.26242 which showed the high purchasing intention of
health functional food among health functional food. That means, the
elder consumers who need more health maintenance/physical
constitution showed the highest purchasing intention of health
functional food.
<Table 2> Awareness of health functional food influencing purchasing
intention of health functional food
B
Health maintenance / Improvement of constitution .22137

SE B

T

.0796

.000

Disease prevention

.12448

.0725

.000

Adverse effect

- .26242

.0838

.000

Constant

1.9856

R²

.0468

F

3.83

sigF

<.0001

5. Conclusions and Limitations
This study is aiming to suggest base line data which need to
establish policy alternatives for health consumption life of elder
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consumers by investigating and analyzing consumption condition about
purchasing behavior of the elderly and customer problems in
connection with the awareness of health functional food. The study
subjects were the elderly who live in Gangwon-do and the data was
collected from April in 2017 to August in 2017. The researcher and
trained volunteers collected the data through the direct interview. The
interviewer read the questions in person and understood the subjects.
The answers had been recorded by the interviewer and 521
questionnaires(collect rate: 94.7%) out of 550 collected questionnaires
had been analyzed. The collected questionnaires with non-response
and error had been excluded. The collected data had been analyzed
by the relations among study subjects' general characteristics,
awareness of health functional food, and purchasing pattern of health
functional food. The results were as follows. Under the assumption
that the vitalization of health functional food market will become an
important market in the present and in the future, the fundamental
marketing information about elder consumers is more important than
any other information that is essential for successful marketing to
domestic corporations and senior policy experts. In addition, there was
a fundamental significance to provide necessary basic data for health
promotion of the elderly by offering information about rights and
interests of elder consumers who are members of vulnerable social
group or right choice of purchasing or intake. The elder consumers
should be analyzed carefully to conduct effective marketing or
policies. The development and analysis of suitable awareness of
health functional food items for the elderly to understand better the
awareness of health function of elder consumers are needed in the
future studies. Based on the discussions above and the results of this
study, the implication suggested for marketing or policies are as
follows.
First, the elderly's awareness of health functional food showed
above in order of the average health maintenance/physical constitution,
diseases prevention, and harmful influence. The important factors to
influence the elder consumers' awareness of health functional food
were the education level and the economic level(monthly income,
monthly allowance). Considering rapid change of the elderly's
education level and economic power, the marketing strategy would be
approached to more segmented market differently in the future.
Second, the interest in elder consumers' health functional food and
diseases treatment were used by the female and subjects with low
education level. When dissatisfaction occurs, it showed insufficient
reactions. In addition, most elder consumers were interested in health
functional food and considered the product effect as a main standard
of product selection. They showed higher purchasing tendency by
suggestion from people around instead of own decision, and family
members were involved in the purchasing mainly. Therefore,
differentiated reactions for marketing management toward elder
consumers would be needed in the future. Based on the study results,
right consumer education is needed by using Consumer Protection
Board or experts through the aged colleges or the elderly related
cultural classes to make them to have right information about health
functional food and protect rights and interest of the elderly who are
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in vulnerable social group. Moreover, in case of corporations,
differentiated marketing strategies by the awareness of health
functional food based on the mental characteristics of elder consumers
would be needed(Eastman & Iyer, 2005).
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Donation Message and Congruence between Framing Message and Facial Expression
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Abstract
Charitable donation can be promoted through positively framed or
negatively framed with the same
Previous studies have suggested that both positive and negative
frames will enhance the evaluation of the issue, as compared with
information presented neutrally, but the question here is which type
of goal framing is the more powerful enhancer
We propose that a happy-faced image will elicit or enhance happy
feelings and a sad-faced image will elicit or enhance sad feelings.
In summary, there is a great deal of evidence that fostering
sympathy increases people’s tendency to give to charity. We build on
these findings by suggesting that when a victim expresses sadness, an
observer shares that pain. In turn, this emotional convergence of
sadness facilitates sympathy and giving.
Keywords: Donation, Emotion.

Charitable donation can be promoted through positively framed or
negatively framed with the same
Previous studies have suggested that both positive and negative
frames will enhance the evaluation of the issue, as compared with
information presented neutrally, but the question here is which type
of goal framing is the more powerful enhancer
We propose that a happy-faced image will elicit or enhance happy
feelings and a sad-faced image will elicit or enhance sad feelings.
In summary, there is a great deal of evidence that fostering
sympathy increases people’s tendency to give to charity. We build on
these findings by suggesting that when a victim expresses sadness, an
observer shares that pain. In turn, this emotional convergence of
sadness facilitates sympathy and giving.
People who endorse fixed theory (“entity theorists”) view their
personal qualities as more fixed and do not believe they can change
these qualities by devoting effort to self-improvement
In contrast People who endorse malleable theory (“incremental
theorists”) view their personal qualities as malleable and believe they
can improve on these qualities by devoting effort to self-improvement.
* Professor, Anyang University.
** Professor, Sogang Universitry.
*** Professor, Jeju National University.

<Hypothesis 1> When participants were malleable theorist, positive
message led to higher intention to donate money and
volunteer than sad face expression. However when
participants were fixed theorist, sad face expression led
to high intention to donate money and volunteer than
happy face expression.
<Hypothesis 2> 3-way interaction effect of self-theory, image, and
message on intention to donate money and support
organizations:
<Hypothesis 2-1> when participants have incremental theory,
positive message led to higher intention to donate and
volunteer than negative message when participants saw
sad image. However, for the happy image condition,
image does not influence differently.
<Hypothesis 2-2> when participants have fixed theory, positive
message led to higher intention to donate and
volunteer than negative message when happy face
image condition. However, for sad face condition,
negative message led to higher intention to donate and
volunteer than positive message.
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When Narcissistic Leaders dominate: Leader Narcissism, Group Performance and
Group Context
Ho-Jin Bang**

Abstract
Witnessing the high-profile ethical scandals in American businesses
over the past decade, researchers have begun to consider the
destructive potential of leadership. In seeking to understand the
potential destructive outcomes of leadership, researchers have turned
their attention to traits with negative connotations. Of these traits,
narcissism have particularly close ties with leadership. Narcissism’s
rise in popularity coincides with a larger trend in the field of
organizational psychology toward building a more thorough
understanding of negative workplace behaviors. Narcissists are likely
to emerge as leaders in leaderless group discussions regardless of
their individual performance on team tasks and are likely to be
singled out as having leadership potential. Despite the growing body
of literature focusing on the relationship between narcissism and
leadership, no consensus has been reached regarding narcissism’s
impact on leadership. In this study, I developed very seminal research
questions about the effectiveness of leader narcissism and drawn
hypotheses on these questions. Since the past results on this subject
have failed to reach a certain consensus, I developed some
explanatory suggestions about this results with adding two contextual
variables as moderators in this relationship: Group cohesiveness and
Group autonomy. With this research questions I suggested holistic
research model to proceed with.
Keywords: Narcissism, Group Performance, Group Context.

1. Introduction
Leader narcissism has particularly close ties with leadership
Over the past century, trait and behavioral approaches to leadership
have played a prominent role in the effort to measure, predict, and
understand leadership (Hoffman et al., 2013)
However, witnessing the high-profile ethical scandals in American
businesses over the past decade(Corporate Fraud Task Force, 2008),
researchers have begun to consider the destructive potential of
leadership (Judge, Piccolo, & Kosalka, 2009).
In seeking to understand the potential adverse outcomes of

* Professor, Department of Economics and Commerce, Jeju National
University, Korea. E-mail: hojinbang@jejunu.ac.kr

leadership, researchers have turned their attention to traits with
negative connotations and to the role of ethical behaviors in
leadership(Hoffman et al., 2013).
Of these traits, narcissism have particularly close ties with
leadership (Judge et al., 2009)

2. Literature Review
During the last decade, organizational researchers have become
increasingly interested in narcissism, as recently evidenced by several
insightful contributions(e.g., Galvin, Waldman, & Balthazard, 2010),
including a meta-analysis of narcissism and work performance
(O’Boyle, Forsyth, Banks, & McDaniel, 2012).
Narcissism’s rise in popularity coincides with a larger trend in the
field of organizational psychology toward building a more thorough
understanding of negative workplace behaviors (e.g., counterproductive
work behaviors [CWB], abusive supervision, and incivility).
Narcissists are likely to emerge as leaders in leaderless group
discussions regardless of their individual performance on team tasks
and are likely to be singled out as having leadership potential
(Brunell et al., 2008).
The claim that narcissism is positively associated with leadership
has been supported by multiple studies (Judge et al., 2006). For
example, in a longitudinal study of military school cadets, narcissism
positively predicted leadership development and performance (Harms,
Spain, & Hannah, 2011).
Narcissism is positively related to charismatic leadership through
the visionary boldness component of charisma—or the component
representing the tendency to take risks and be inspirational and
exciting (Galvin et al., 2010).
Implicit leadership theory suggests that we choose our leaders
based on how well people’s characteristics match our conception of
the prototypical leader (Shondrick, Dinh, & Lord, 2010).
Therefore, it should be noted that many of narcissists’
characteristics are “leaderlike,” such as being socially dominant,
extraverted, and having high self-esteem (Judge et al., 2002).
At the same time, a separate set of studies has found a negative
association between narcissism and leadership (Benson & Campbell,
2007). For example, narcissism has been negatively related to
charismatic leadership through the socialized vision component of
charisma—or the component representing the tendency to act
altruistically (Galvin et al., 2010). In other words, narcissists are less
likely to selflessly place the needs of others above their own needs.
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This finding lends credence to the longheld suspicion that
narcissists’ pattern of resisting and devaluing others’ input eventually
has negative consequences (Kets de Vries & Miller, 1985).
Despite the growing body of literature focusing on the relationship
between narcissism and leadership, no consensus has been reached
regarding narcissism’s impact on leadership.
Research shows that narcissists generally make a positive first
impression, as others preliminarily perceive them to be charming and
self-confident; but over time more negative qualities such as
arrogance, exploitativeness, and self-centeredness damage narcissists’
relationships (Back, Schmukle, & Egloff, 2010; Paulhus, 1998; Robins
& Beer, 2001).
Despite the growing body of literature focusing on the relationship
between narcissism and leadership, no consensus has been reached
regarding narcissism’s impact on leadership.
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3. Research Questions and Hypotheses
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Research question 1: Is there any relationship between leader
narcissism and group performance?
<Hypothesis 1> Narcissism will be negatively related to group
performance
Research question 2: Is there any interaction effect of leader
narcissism and group context to the relationship between
leader narcissism and group performance?
<Hypothesis 2-1> Narcissism interacts with group cohesiveness to
predict group performance
<Hypothesis 2-2> Narcissism interacts with group autonomy to
predict group performance
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The Influential Relationships Among Celebrity Advertising Model’s Characteristics,
Brand Attachment and Purchase Intention: Centered On Cosmetics Consumers In China
Ya-Qiong Cu*, Hyoung-Gil Kim**, Yong-Cheol Hwang****

Abstract
The aim of this study is to analyze the influence of brand
preference and purchase intention of the properties of celebrity
endorsement for cosmetics brands. The research objectives were
established as follows. Firstly, this study is to analyze the attributes
of celebrities in terms of professionalism, appeal, and reliability and
examine their impacts on brand preference. Secondly, this study
intends to analyze the identity of the brand and validate its influence
on purchase intentions. Thirdly, it aims to classify the attributes of
celebrities in terms of professionalism, appeal and reliability, and to
validate their influence on purchase intentions. Fourthly, it is desirable
to verify the effectiveness of the conformity of the brand with respect
to the attributes of the celebrity advertising models and the reliability
of the brand. Fifthly, it is to examine the validity of the conformity
of the advertisement models with respect to the attributes of the
models and to verify the validity of the appropriateness of the
conformity of purchase.Finally, it is to present a theoretical and
practical point of view based on the analysis of celebrity advertising
models that affect branding and buying intentions.For this study, two
research methods including questionnaire survey were conducted. It
took two weeks to do the questionnaire. A Total of 495 additions
have been recalled as the survey brand recognition was low and they
had no purchase experience. 329 out of 495 were selected and
analyzed using SPSS 22.0.
Keywords: Advertising Model, Brand Attachment, Purchase Intention.

1. Introduction
A celebrity endorsement can hugely increase the brand influence
by creating new trends and increase purchase intentions. The aim of
this study is to analyze the influence of brand preference and
purchase intention of the properties of celebrity endorsement for
cosmetics brands. The research objectives were established as follows.
Firstly, this study is to analyze the attributes of celebrities in terms
of professionalism, appeal, and reliability and examine their impacts
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on brand preference.
Secondly, this study intends to analyze the identity of the brand
and validate its influence on purchase intentions.
Thirdly, it aims to classify the attributes of celebrities in terms of
professionalism, appeal and reliability, and to validate their influence
on purchase intentions.
Fourthly, it is desirable to verify the effectiveness of the
conformity of the brand with respect to the attributes of the celebrity
advertising models and the reliability of the brand.
Fifthly, it is to examine the validity of the conformity of the
advertisement models with respect to the attributes of the models and
to verify the validity of the appropriateness of the conformity of
purchase.
Finally, it is to present a theoretical and practical point of view
based on the analysis of celebrity advertising models that affect
branding and buying intentions.
For this study, two research methods including questionnaire survey
were conducted.
First, a literature review was conducted on the attributes of
celebrities, branding, purchase intentions, and suitability for
conformity. The empirical study examines research models and
hypotheses based on the literature study.
Second, the survey was conducted from April 11th to April 21st
2017 at Wenjuanxing(问卷星，https://www.sojump.com), a research
expert at China's survey site. It polled more than 20 people who had
purchased advertised products from the questionnaire.
It took two weeks to do the questionnaire. A Total of 495
additions have been recalled as the survey brand recognition was low
and they had no purchase experience. 329 out of 495 were selected
and analyzed using SPSS 22.0.
This study focused on the regulatory effects of the suitability of
cosmetics advertising models (professionalism, attractiveness, and
reliability) to identify the effects on brand attachment and purchase
purposes. When customers buy cosmetics, an advertising model can
have significant influence. Therefore choosing a celebrity advertising
model can be an important chance for success of a brand. Celebrity
advertising models can be appreciated for being able to attract
consumers to purchase products. The designation of the conformity of
the fit and identity of the celebrity model and the relationship
between branding and branding resulted in the verification of the
variables. The relationship between celebrity advertising model and
identity of brand attachment, as well as the relationship between
purchase of brand, and celebrity attachment were analyzed by the
relationship between celebrity advertising models and celebrity
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attachments. Therefore, this study analyzed the characteristics of the
celebrities which include the attractiveness and the professionalism of
celebrities, and the purchase of brand and purchase intention of
consumers in China. Based on the regulatory effects of this
conformity, the attributes of celebrity advertising models were
analyzed to analyze the impact of the brand's attachment and its
effect on buying intention.

2. Results
The results of the empirical analysis of this study are as follows.
First, the analysis results showed the impact of the advertising
model on the branding of the commercial models. With the results,
the expertise defines a particular knowledge sk-Ⅱ or use of a brand
that is promoted by a branding model(Ohanian, 1991). In this study,
it is difficult to satisfy consumers' knowledge of the expertise of
cosmetics as an expert on cosmetics, not experts in China's Wang
Kai model. Therefore, Chinese consumers find it difficult to feel the
professionalism of the celebrity advertising models. Therefore, the
company pointed out a high emphasis on attractiveness, especially
with the expertise of celebrities in the process of designating celebrity
models in the Chinese market. In particular, the effects of attraction
were greatest. In other words, the professionalism, appeal, and
reliability of the celebrity model were all statistically significant,
reflecting the positive influence of the brand attachment.
Second, From the analysis of the effects of brand attachment on
cosmetics, it was examined that the brand attachment of ESTEE
LAUDER had a positive effect on the purchase intentions. Therefore,
the results match the findings of the precedent studies. If consumers
are attached to the brand, they will be able to repeat it as soon as
possible. In other words, the Chinese consumers expressed their
attachment to the brands of Chinese consumers emotionally and
showed their attachment to the brand. And when purchasing a
product, it was revealed that the consumer purchased the brand
product. A research hypothesis was adopted regarding the relationship
between branding and purchase of brands. In other words, branding
has a statistically significant to the purchase intention.
Third, the impact of celebrity advertising on the buying intention
were also shown. All of the research hypotheses were adopted. In
particular, the effects of attraction were greatest. In other words, the
professionalism, appeal, and reliability of the celebrity model attributes
are all statistically significant influencing purchases intention.
Fourth, the suitability of the conformity of the celebrity model
attributes to the professionalism and the influence of the brand
attachment is expected to be positive. Fitness has shown that the
influence of celebrities on the attractiveness of celebrity models and
the influence of brand attachments will be positive. Compliance has
shown positive control of the reliability of celebrities and the impact
of brand attachment on branded models. The suitability of celebrities
for celebrity advertising models showed the greatest appeal to
celebrity attachment models in the name of celebrity advertising
models. And the professionalism and reliability of the celebrity
advertising models showed a little less professional.

Fifth, conformity was unlikely to affect the professionalism and
effect of the designer's wangkai model attributes. Compliance has not
been shown to control the reliability of the designer's model attributes
and the impact on the purchase intent. Compliance has shown
positive control of the attractiveness of celebrity appeal and the effect
of buying intention. The suitability of the attributes of celebrity
advertising models shows the effect of the popularity of celebrities on
the advertising model properties, and the effectiveness of the
conformity of fit. In addition, it appeared to be a low degree of
professionalism and credibility in the attributes of celebrities and lack
of coordination.
There can be several implications from this study. Firstly, it was
identified that the various influencing properties of advertising models
build brand attachment and increase purchase intent. The attribution
of cosmetics advertising models that affect variables has been shown
to differ. It would be effective to analyze and model it well and use
it for marketing purposes.
Secondly, we have identified celebrities who have the most
important characteristics of female cosmetics advertising models,
which are generally attractive and attractive. The advertisement model
proved to be the most important aspect of the cosmetics
advertisement and the image of the model of the model and
cosmetics brands is the most important. it can be thought to be
important to consider the models suitable for cosmetics advertisement
and brand image and also to appeal to others.
Thirdly, the brand attachment has confirmed that the brand of
cosmetics brands that make brands of cosmetics available for
cosmetics brands can identify key variables that improve brand
attachment and increase consumer purchasing power. The company
will be utilized as a practical material for conducting marketing
strategic sales promotion.
Fourthly, if consumers are highly attracted to celebrity advertising
models, they are better able to have purchasing power of their
brands. While consumers buy only what they need to buy products,
they can buy products without appealing to consumers if they choose
to appeal to consumers.
In future studies, it is necessary to expand advertising models and
products to target advertising models, taking into account the
limitations of these studies.
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The Effects of Consumer Value Perception on Product Loyalty and Repurchase
Intention for Discount Store Private Brand Products
Hoe-Chang Yang*, Young-Ei Kim***

Abstract
This study aimed to identify the impact of consumers’ perception
of the value of discount store PB products on brand loyalty and
repurchase intention and the role of gender difference and age.
Total of 174 valid copies of questionnaire were obtained for
analysis. And simple regression, multiple regression and hierarchical
moderated regression analysis was conducted. It was found that
functional, social and emotional value perceived by consumers had a
positive impact on brand loyalty and repurchase intention. It was
suggested that consumers accept discount store PB products positively
overall. and discount stores can promote consumer decision making
by concentrating on emotional factors take a different approach to
consumers in a higher age group. As a result of hypothesis testing, it
was found that functional value, social value and emotional value
perceived by consumers had a positive impact on brand loyalty.
Second, it was found that functional value, social value, and
emotional value perceived by consumers had also a positive impact
on repurchase intention. This implies that consumers perceive discount
store PB products at the level that they are willing to repurchase
them. Third, it was found that consumers who were in a relatively
lower age group were positive, in the relation between emotional
value and repurchase intention only.
Keywords: Discount Store, PB(Private brand), Value, Brand Royalty,
Repurchase Intention.

1. Introduction
This study notes that the discount stores that contributed to the
development of distribution industry of Korea have been a tough time
with the recent advent of online and offline distribution companies.
Indeed, discount stores are regulated in various ways because a social
and economic question was raised that it threatened traditional market
and local businesses(Yang et al., 2013). In addition, it must not be
neglected that discount stores contributed to the economic
* First Author, Assistant Professor, Dept. of Distribution Management,
Jangan University, Korea. E-mail: pricezzang@jangan.ac.kr
** Corresponding Author, Professor, Dept. of Business Administration,
Seoul Digital University, Korea. Tel: +82-32-310-9718,
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development of Korea, consumption life, and development of
distribution industry. Therefore, this study aimed to identify the
impact of consumer value perception on brand loyalty and repurchase
intention about PB projects recently launched by discount stores. To
this end, we sub-categorized consumer value into functional and
social value and emotional value as sub-factors and identified the
impact of consumer value perception of PB products on brand loyalty
and repurchase intention as dependent variables in order to identify
which parts in PB products ought to be more reinforced. In addition,
it aimed to draw clues to marketing strategy of discount stores
exercising a claim on PB products by identifying consumer’s gender
and age from the relation as suggested above.
The findings from this study were expected to offer various clues
to strategic selection for discount stores to overcome difficult
situations with PB products and occupy differentiated competitive
advantages. It was also expected that consumers would promote
healthy spending if consumers could analyze their value perception of
PB products and if distributors could supply more convincing PB
products.

2. Research Model & Hypotheses
Value is a persistent belief that guides the behavior or judgment
toward reaching the more ultimate aim, i.e., final state beyond a
specific situation or short-term objective(Rokeach, 1969). In addition,
value is one criterion to account for attitude or motive as a super
ordinate concept of attitude(Dichter, 1985). Value is driven by a
certain emotion(affection) and transferred to a motive that may cause
a certain behavior or attitude(Hausel, 2008), and in terms of
economics, defined as tangible and intangible gains obtained against
the invested cost(Nilson, 1992; Zeithmal, 1988).
This study adopted Sweeney and Soutar(2001)’s multidimensional
approach reflecting practical and emotional aspects as well as
economic utility in order to reflect consumer’s complex value
structure properly. In other words, consumers seek to explore
alternatives to meet their needs and desires the most, go through the
process of comparing the cost paid vs. the utility obtained from it
among the alternatives explored, and in this process, emotional, social,
and functional values interact and select the most efficient alternative
(Kang, 2017). Therefore, customers’ perceived value of discount store
PB products that they had experienced is very likely to increase
brand loyalty and repurchase intention, as suggested by the preceding
studies(e.g., Cha & Jo, 2017; Lee et al., 2008).

Hoe-Chang Yang, Young-Ei Kim / 13TH INTERNATIONAL CONFERENCE 277-278

278

4. Conclusion & Discussions

<Figure 1> Research Model & Hypotheses

3. Empirical Analysis
For data collection, our survey was conducted in ordinary citizens
living in Seoul and capital area for seven days from Jul. 1, 2017 by
mailing our questionnaires directly and collecting them again and a
total of 174 valid copies of questionnaire were obtained for analysis.
The demographic characteristics of respondents are as follows. In
the first place, there were 92 males (52.9%) and 82 females (47.1%),
which showed that the number of males were a little more than that
of females. In age, there were 79 individuals aged less than 39 years
(45.4%) and 95 aged more than 40 years (54.6%). In occupation,
there were 113 salaried workers (65.3%) who occupied the most
percentage, followed by self-employed (19 individuals, 11.0%) and
other (19, 11.0%).
For hypothesis testing, regression analysis was conducted after
controlling gender and age and the results are as follows. First, there
is statistically significant positive effect on the relationship between
brand royalty and functional value (β=.486, p<.01), social value (β
=.422, p<.01) and emotional value (β=.642, p<.01), respectively.
Therefore, <hypothesis 1-1>, <hypothesis 1-2>, and <hypothesis 1-3>
were all adopted. This result suggests that consumers feel positive
about PB products overall.
Also, there is statistically significant positive effect on the
relationship between repurchase intention and functional value (β
=.548, p<.01), social value (β=.477, p<.01) and emotional value (β
=.515, p<.01), respectively. This result can also be interpreted that PB
products secured their position at the level that they could be used
continuously by consumers overall. Therefore, <hypothesis 2-1>,
<hypothesis 2-2>, and <hypothesis 2-3> were all adopted.
For testing the moderating effect of gender difference and age,
interactive terms were constructed between dummy-coded gender
difference (1 for female and 0 for male) and age (1 for less than 39
years and 0 for more than 40 years), respectively and sub-factors of
value and then hierarchical moderated regression analysis was
conducted.
The results showed that <hypothesis 3-1>, <hypothesis 3-2>, and
<hypothesis 3-3> were all not adopted. However, interaction term of
emotional value×age difference_dummy(β=-.166, p<.05) was found to
have a statistically significant negative effect on repurchase intention,
respectively. On other words, it was concluded that there is no
gender difference between the value of PB product and brand royalty,
and repurchase intention. Therefore, <hypothesis 4-1>, <hypothesis
4-2> was not adopted, but <hypothesis 4-3> was only adopted.

As a result of hypothesis testing, the following conclusions and
suggestions could be drawn. First, it was found that functional value,
social value and emotional value perceived by consumers had a
positive impact on brand loyalty. This result suggests that consumers
accept discount store PB products positively overall. Second, it was
found that functional value, social value, and emotional value
perceived by consumers had also a positive impact on repurchase
intention. This implies that consumers perceive discount store PB
products at the level that they are willing to repurchase them. Third,
as a result of verifying the moderating effect of gender difference
and age, it was found that consumers who were in a relatively lower
age group were positive, in the relation between emotional value and
repurchase intention only. This result can be interpreted that PB
products do not show a big differentiation at the general-purpose
level yet and consumers in a relatively higher age group are able to
not accept PB products positively.
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Why do Japanese Retailers Hesitate to Open Their Shops in Korea?
Young-Sang Cho*, Ji-Bok Chung**, Su-Am Kim***, Kwang-Keun Lee*****

Abstract
With the expansion of Japanese retailers into the South Korean
market, it is interesting to examine how Korean customer attitudes
towards Japanese retailers are changing, in terms of consumer
ethnocentrism and animosity. Without doubt, rather than younger
generations, older generations should have a strong anti-Japan
sentiment. Nevertheless, it has become apparent that Japan-based
retailers have a self-confidence to open their shops in Korea. Based
on the previous research associated with the country-of-origin of
retailers, the authors developed a conceptualized research model, and
distributed questionnaires. After analyzing collected data, the
researchers can draw a conclusion that the degree of consumer
ethnocentrism as well as animosity has become weaker and weaker,
depending on socio-demographic factors like ages, income levels,
education levels, genders and so on. This research finding implies
that Korea is not the market in which Japan retailers has to avoid
opening their stores anymore, and that Korean customers should have
enjoyed widened store selection opportunities with the increased
number of foreign-owned stores.
Keywords: Consumer Ethnocentrism, Consumer Animosity, Customer
Attitudes, Country-of-Origin of Retailers.

It is, therefore, necessary to investigate how Korean customers
react to Japanese retailers. In more detail, the authors will examine
how the nationality of a Japanese retailer has an influence on the
store selection as well as the store visiting intention of Korean
customers. The next section will review the existing literature
concerned about the effect of retailers’ nationality on customer
behaviours, and then, this paper presents research methodology as
well as data analysis. Finally, the fourth section shows research
findings and is followed by conclusions some implications and
research limitations.

2. Literature Review
Compared with the research that focused on exploring the link
consumer products and country-of-origin (e.g., Bilkey & Nes, 1982;
Janda & Rao, 1997; Klein et al., 1998), retailing academicians have
hardly paid considerable attention to customer animosity. Nevertheless,
a few researchers are interested in investigating how store
country-of-origin affects customer attitudes (e.g., Zarkada-Fraser &
Fraser, 2002; Chaney & Gamble, 2008). In the same vein, it is very
difficult to find the research result that authors have studied the link
between anti-Japan sentiments and Japanese retailers in Korea.

2.1. Alliances with foreign retailers

1. Introduction
There is recently a market change that a few Japanese retailers has
started to open their shops, hiding their nationality. As one of
representative examples, FRL Korea (Uniqlo) has dramatically grown
from first store in 2004 to 176 shops in 2017, despite anti-Japan
sentiment, according to FRL Korea homepage in 2017.
* First Author, Professor of Industrial Channels and Logistics, Kong-Ju
National University, Korea. E-mail: choyskr1@kongju.ac.kr
** Corresponding Author, Professor of Industrial Channels and
Logistics, Kong-Ju National University, Korea.
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Considering that Japanese retailers actively expanded their own
business into other Asian countries like Taiwan, Hon Kong, China,
Thai, and so on during the 1980s (Mukoyama, 1996), the thing that
they did not open their stores in Korea is enough to attract a
researcher’s interest. However, no attention has been paid to such a
research topic.
In recent, however, Japanese retailers are likely to prefer direct
investment in Korea such as FRL Korea and Ministop Korea. It
means that Japanese retailers have self-confidence to get over
anti-Japan sentiment, and then, believe that they do not need the help
of local Korean retailers any more

2.2. Effects of country-of-origin
According to the researches carried out by Nagashima (1970) and
Shimp and Sharma (1987), customers tended to perceive domestic
product more favourably than those of foreign origin, whilst Lin and
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Sternquist (1993) highlighted that they prefer the product made in
foreign countries. Although there is a serious conflict, it has become
apparent that country-of-origin is typically used as a cue to evaluate
product quality (e.g., Bilkey & Nes, 1982; Ahmed et al., 2002;
Diamantopoulos et al., 2011).
By contrast, as Mckenzie (2004) pointed out that researchers were
not interested in exploring the relationship between retailer
country-of-origin and customer store selection, retailing academicians
have paid less attention to this research topic except for a few
researches (e.g., Zarkada-Fraser & Fraser, 2002; Chaney & Gramble,
2008; Maruyama & Wu, 2014) in recent.

2.2.1. Consumer ethnocentrism and animosity
With respect to customer ethnocentrism, Shimp and Sharma (1987)
stressed that the customers who are more ethnocentric are likely to
avoid purchasing foreign products because of the belief that they
have to protect their own domestic economy for themselves.
It is, nevertheless, difficult to find the literature concerned about
the relationship between country-of-origin and the formation process
of consumer ethnocentrism and animosity. It is, therefore, necessary
to investigate what kind of elements influence customer
ethnocentricity and animosity, and further, examine how they work
when choosing a shopping destination, depending on demographic
factors.
Given that Korea was invaded by China and Japan in the past, it
can be said that Korean customers harbor anti-China and anti-Japan
sentiment in their mind. This kind of feeling should be, thus, evolved
into war animosity. In addition, it is apparent that socio-demographic
factors are concerned about the forming process of ethnocentrism as
well as animosity. Compared with the older generations who have
experienced cruel Japanese colonial rules, younger customers might be
favourable to visiting Japanese retailers like Uniqro.

2.2.2. Age
As one of the important demographic factors, the link between
country-of-origin and age is examined by a previous research.
According to Schooler (1971) and Phau and Leng (2008) who found
that different customer groups show different customer attitudes
towards domestic and foreign products, younger customers tend to
evaluate foreign-manufactured products higher than older ones.
Consequently, age is closely related to purchasing foreign products.
The authors, therefore, propose the following hypotheses:
<H1> Age affects the formation process of consumer ethnocentrism.
<H2> Age affects the formation process of animosity.
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A Study on the Related Legal System for Revitalizing Traditional Korean Market*
Dong-Han Jeon**, Pyoungsoo Lee***, Yong-Won Seo*****

Abstract
The purpose of this paper is to analyze the current state of related
laws and institutions in order to revitalize the Korean traditional
market and to present a new direction of the legal system. First of
all, in this study, the concept, condition, and related terms of Korean
Traditional Market were arranged, and the changing process of
existing related laws and institutions of Korea and the supporting
system of foreign traditional markets were studied. Finally, a strategy
for establishing an efficient legal system is presented. Strategies are
needed to improve the quality of local economies and customers and
local residents through the revitalization of traditional markets.
Especially, it is necessary to construct legal systems that include
various functions such as politics, culture, and life as well as
economic dimension. The proposals for related legislation are as
follows: first, legal system for the discovery and development of
goods and services offering special value; second, legal system for
building a creative cooperation model with merchants and experts;
and third, legal system for discovering sustainable success model and
assurance system.
Keywords: Traditional Market, Legal System, Commercial Infrastructure.

1. Korean Traditional Market
1.1. Concept
Traditional Markets are created by natural, social, or economic
needs and are places where trades of goods or services are made
mainly in a traditional way, based on mutual trust. The Markets refer
to a place where special self-governing governors, mayors, municipal
* This work was supported by the Ministry of Education of the Republic
of Korea and the National Research Foundation of Korea
(NRF-2015S1A5B8046893).
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governors or district
requirements are met.

governors

recognize

that

the

following

1.2. Requirements
⦁Where there are more than the number of stores designated by
the Presidential Decree in the area and building concerned
⦁The number of stores where provide the service [the First
Neighborhood Living Facilities, the Second Neighborhood Living
Facilities, culture and meeting facilities, sports facilities, general
business facilities (except for officetel)] should be less than one
half of the total number of stores.
⦁Beyond that, the standard set by the Presidential Decree shall be
met.

2. Related Terms
⦁Shopping District: An area where a number of wholesale stores,
retail stores, or service stores are concentrated in a certain range
of streets or underpasses as designated by Presidential Decree
⦁Merchants' Organization: A corporation or an organization
prescribed by Presidential Decree, which is comprised of
merchants engaging in their own business on a regular basis at
a shop in a traditional market or shopping district
⦁Culture Tourism Oriented Markets: A market or a shopping area
designated by the mayor, the county governor, and the head of
a Gu in order to cultivate a place not only for trading goods
and services but also for enjoying its unique characteristics by
linking local history, culture, and tourism resources
⦁Business District Revitalization Zone: A place including at least
one market or shopping district, A place including commercial
areas in the ratio of not less than 50/100, A place which forms
a business district with a concentration of wholesalers, retailers
or service providers, the number of which shall be not less than
the number prescribed by Presidential Decree, A place the major
commercial activity of which is declining or likely to decline,
such as reduction of sales, according to the findings of the
survey
⦁Commercial Infrastructure: Commercial facilities, common-use
facilities, convenience facilities, etc. used directly by merchants
of markets, shopping districts or business district revitalization
zones or by customers
⦁Market Improvement Project: In order to modernize a market
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and to construct buildings containing superstores, all the acts of
improving the commercial infrastructure and the infrastructure
subject to improvement performed by a market improvement
project developer
⦁Commercial: A building having sales and business facilities, and
other neighborhood facilities therein
⦁Multi-use Commercial Building: A building having apartment
units or office facilities in addition to sales facilities, and other
neighborhood facilities therein
⦁Onnuri Gift Certificate: A security issued by the administrator of
the Small and Medium Business Administration, which can be
used by the holder in the way of presenting or delivering it to
an individual member shop or in other ways for the provision

Categories

Laws

P
o
l
i
c
i
e
s

Year

of commodities or services equivalent to the face value from the
relevant individual member shop
⦁Member Shop: Merchants in markets, etc. selling commodities or
providing services through transactions in which Onnuri Gift
Certificates are used or Merchants' organizations exchanging
Onnuri Gift Certificates for money for individual member shops
receiving Onnuri Gift Certificates

3. Legal System Research
3.1. Changes in Law and Policies Related to Traditional Markets

Contents

Market Law

1961

The opening of the market is approved by the mayor of Seoul and Governors

Market Law

1981

Division into permanent market based on building and regular market based on
places

Wholesale and Retail Promotion Law

1986

Providing support grounds of funding and taxation

Distribution Industry Development Act

1997

Expansion of supporting distribution industry due to opening distribution market
in 1996

Special Measure Act for Improving the
Structure of Small and Medium Business and
Fostering Traditional Markets

2002

Reduction of floor area ratio in redevelopment and reconstruction of traditional
market, support for modernization of market facilities

Special Act for Cultivating Traditional Markets

2005

Providing the establishing basis for local market development plan

Special Act for Cultivating Traditional Markets
and Shopping District

2006

Expansion of policy targets from traditional markets to shopping districts and
market revitalization zones

Special Act for Cultivating Traditional Markets
and Shopping District

2010

Changing name from conventional market to traditional market,
Establishment of commercial management district, training of professional
manpower, etc.

Distribution Industry Development Act

2013.4

Mandatory closure of large-size store, Restriction of business hours

Innovation Measures for Small Business
Owner, Traditional Market

2004.3

Improvement of traditional market environment etc.

Revitalization Measures for Traditional Market

2004.12

Establishment of online shopping mall for traditional market, Priority support for
installation of parking space, Expansion of customer convenience facilities

Comprehensive Measures to Revitalize
Traditional Market

2005.2

Establishment of online shopping mall for traditional market, Priority support for
installation of parking space, Expansion of customer convenience facilities

Policy Direction for Revitalization of
Traditional Market

2005.5

In-depth research on traditional markets, Gaining Competitiveness, Improvement
of market facilities and support for business modernization, etc.

Comprehensive Measures for Revitalizing
Traditional Market

2006.5

Providing stable business base for small and medium merchants, Customized and
Market Characteristics Classification by Type

Comprehensive Plans for Revitalizing
Traditional Market

2008.12

Support for Soft Ware performance focus, Cultivating specialized markets of
specialized specialty type and culture tourism type

Resources: Lee & Lee (2013).
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3.2. Overseas Policies
Countries

Japan

USA

Support
Policies

TMO

BID

Year

1998

introduction
in 1950
1970-1980

USA

UK

MSP

TCM

Content
• Town Management Organization
• From the 1990s, as a result of the suburban shopping center, the existing retail area of the city became
rapidly deprived and the city was hollowed out.
• Revitalization of central city area, Maintenance of commercial and service facilities, Loans for Facility
Investment, Training and dispatching town managers, TMO Diagnosis and Evaluation Research Project, etc.
• Business Improvement District
• Growth of automobile, Commercial function suburbanization, The central city business district was worsened
by appearance of large-scale shopping mall, and social problems such as waste, crime, and homelessness
occurred
• Complementary services provided by the government include cleaning, snow removal, marketing, promotion,
advertising, attracting shops, consumer promotion, parking traffic management, etc.

1977

• Main Street Programs
• Community revitalization techniques starting in 1980, when the "Main Street Center" was established as a
regional movement
• Evaluated as the most efficient regional conservation economic development program in US history
• Obtaining full-time worker (secretary general of civic group), building a strong public-private partnership,
recycling of local assets, street improvement plan, local government support, holding region specialized local
events, etc.

1980

• Town Centre Management
• A downturn of old urban due to industrialization in the 1960s
• Sale events participated by all stores, local festival, events associated with civic group, selection of excellence
prize, appointing honorary ambassador for business, adoption of adaptation model, etc.

Resources: Lee & Lee (2013).

4. Vision of related legal system for revitalizing
traditional market
4.1. Vision
Legal systems are required in order to promote efficient promotion
and balanced development of distribution industry, to protect
customers by establishing healthy commercial order, and to contribute
to the development of the national economy.

4.2. Strategy
Strategies are needed to improve the quality of local economies
and customers and local residents through the revitalization of
traditional markets. Especially, it is necessary to construct legal
systems that include various functions such as politics, culture, and
life as well as economic dimension.

4.3. Proposal for related Legal System
⦁Legal System for the discovery and development of goods and
services offering special value
⦁Legal System for building a creative cooperation model with
merchants and experts
⦁Legal System for discovering sustainable success model and
assurance system
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The Effects of HMR Selection Attributes on Satisfaction and Repurchase Intention:
The Moderating Role of Shopping Channel
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Abstract
This study examined the effect of the importance of selective
attribute of HMR (Home Meal Replacement) on customers’
satisfaction and repurchase intention which is rapidly increasing with
the changes of demographic, social and cultural trends as well as the
influence of on and offline shopping channel moderating role. Based
on the research of previous studies, it assumed the selection attributes
of HMR products were price, convenience, menu, freshness. With 231
surveyed questionnaires, this study was conducted using SPSS 21.0 to
verify the validity and reliability of the measured variables and the
SEM (structural equation model) was used as statistical method for
examining the hypotheses in this study. The analysis showed that
price, convenience, and freshness had a significant effect on
satisfaction, whereas menu did not affect satisfaction and the effect of
satisfaction on repurchase intention was statistically significant.
However, the results were different depending on the on and offline
shopping channel for customers to buy HMR products. Price, menu
and freshness are affected by online shopping, meanwhile convenience
is more influenced by offline. Nevertheless, only when convenience
has an effect on satisfaction, the effect of moderating role by
shopping channel is statistically verified.
This study analyzed the effect of selection attribute of HMR
products on the satisfaction, repurchase intention, and the influence of
each shopping channel, and provided practical implications.
Keywords: HMR, Attribute Importance, Shopping Channel,
Moderating Role.

1. Introduction
Along with Korea's economic growth, the food service industry has
grown at a rapid pace with the increase in national income. With
social factors such as women's social activities, increase in
double-income couples, and increase in single-person households,
workers with high average working hours wanted to maximize leisure
* First Author, Assistant Professor, Dept. of Food Science & Service,
College of Bio-Convergence, Eulji University, Korea.
** Co Author, Dept. of Food Science & Service, College of Bio-Convergence,
Eulji University, Korea.
*** Corresponding Author, Professor, Dept. of Food Science & Service,
College of Bio-Convergence, Eulji University, Korea.

time (Olsen, Sijtsema S & Hall G, 2010). As a result, modern people
have pursued the convenience of cooking, and HMR (Home Meal
Replacement) market has expanded naturally (Kwon, Lee, & Choi, 2005).
<Table 1> Definition of HMR
Researcher
Gibson. M
(1999)
Kim et al.
(2005)
Song, M, J.
(2009)
Na & Kim
(2012)
Kevin. G
(2001)

Definition
Prepared meals that can be eaten warmly in the
form of home meals for out-of-store consumption,
at the top of the system in the convenience food
market.
Food or meal that has the same quality as a home
meal and can be substituted for meals.
It does not mean that the housewife has cooked it
directly at home, but it means that it replaces the
quality and taste cooked at home. It is similar to
take-out, but there is a clear difference.
Comprehensive meaning of foods that can replace
traditional meals at home.
Consumers do not have anything at all to prepare,
or almost nothing to prepare which prepared at the
store and consumed at home.

There are many definitions for HMR (Home Meal Replacement).
Song (2009) suggested that they looked similar to take-out, but there
was a clear difference. It replaces the quality and flavor of
homemade cooking. Na and Kim (2012) suggested that HMR
products refer to foods that can comprehensively replace traditional
meals at home. In addition, Kim, Song and Park (2005) considered
food or meals as substitutes with the same quality as a homemade
meal. Gibson (1999) defined that it is located at the top of the
system in the ready-made meals and convenience foods market that
can be warmly eaten in the form of home meals for out-of-store
consumption. Kevin (2001) reported that in his study, HMR products
consumed at home prepared by store which consumer had little or
nothing to prepare. Currently, the global HMR market has a high
annual growth rate of 13.1% with a total production of HMR (instant
and cooked food) of KRW 1.7 trillion and a total shipment value of
KRW 1.5 trillion as of 2014. The overseas HMR market can be
divided into chilled ready meals and dried ready meals (Kim, 2017).
In case of USA, it is the largest market in the country with US $
4.3 billion in 2014, and especially energy bar snacks are also
included in HMR food items as a substitute for meals (Kim et al.,
2017). Japan has the second largest market with $ 3.26 billion. Both
countries are continuing to grow year-on-year (Ministry of Agriculture
2015). France has a market share of $ 2.12 billion and China has a
share of $ 88 million. In addition, low-income countries such as
Vietnam, Thailand, and Malaysia are expanding their interest in food
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safety and hygiene, and HMR market is growing remarkably. (Kim,
2017). The domestic HMR market has not grown significantly due to
the distrust of processed foods, but it has begun to attract attention
as singles and dual-income couples became popular in the early
2000s. As a result, companies expected to increase the consumption of
HMR foods and began investment in order to preoccupy the market,
and launched various HMR brands (Park, Choi, & Heo, 2015).
Domestic HMR market in Korea is dominated by food
conglomerates such as CJ, Ottogi, Daesang, and small and mediumsized businesses are targeting niche markets based on their own
technological capabilities (Yang & Cho, 2015). Currently, many
companies are actively conducting research on cooking time, methods,
storage, and packaging containers to maintain quality and freshness.
In addition to simplicity, research on flavor has been carried out
continuously (Park et al., 2015). CJ and Dongwon are launching
various HMR foods. It sells various products such as instant rice,
porridge, laver, kimchi and various side dishes through not only
offline store but also online (Kim et al., 2017). Increasingly, there is
a growing demand for simple foods that rely on external procurement
rather than home cooking, or to consume meal with only a small
amount of food. Since this social trend is expected to continue, the
HMR market can be predicted to become the blue ocean of the food
industry (Kim, 2017). Recently, HMR has attracted interest in online
market. The online market is expected to grow faster as HMR
products in online markets have the advantage of being able to place
orders at anytime and anywhere (Yang & Cho, 2015). The HMR
market, which started offline, is now expanding to the online market.
Nonetheless, no research has been found on differences in the
on/off-line market of HMR product selection. The purpose of this
study is to investigate the effect of HMR on satisfaction and
repurchase intention, through this, this study will broaden the horizons
of research and provide practical implications and give strategic
direction to companies selling HMR.

2. Literature Review
Research on HMR has mainly focused on selection attributes,
market trends, product types, merchandising, brand, use characteristics,
usage status, preference menu, eating habits, and satisfaction below
<Table 2>.
<Table 2> Precedent research for HMR
Theme
Market Tendency
Product Typology
Merchandising
Brand
Selection Attributes for HMR
Status of Use
Preference Menu
Eating Habits
Degree of Satisfaction

researcher
Kim, 2017
Chung et al., 2007
Lee et al., 2016
Choi, 2013
Choi & Na, 2013; Yang & Cho, 2015;
Choi et al., 2013; Park et al., 2016;
Cho et al., 2011; Jeon et al., 2005
Choi & Na, 2013; Jung et al., 2005
Lee, Ryu, 2011; Lee et al., 2011
Choi et al., 2015
Park et al., 2015; Oliver, Swan, 1989

2.1. HMR selection attribute
Kang et al. (2008) defined that the selection attribute is most
important attribute when consumers choose a product or brand. In a
study by Jeon et al. (2005), selection attributes vary depending on
how customers perceive services or menus they want to purchase.
Therefore, the selection attribute of the HMR generally refers to
attributes that are carefully considered when selecting the HMR
product.
In the Nation Restaurant Association (NRA), the biggest reason for
consumers to eat takeout meal was in the order of ‘time burden
(29%)’, ‘energy consumption and fatigue’ (27%), ‘Demand for food
like home cooking’ (16%) (Moomaw, 1996). Based on these previous
studies, we derived HMR selection attribute items for consumers.

2.1.1. Price
According to a study by Kim (2013), 74.6% of consumers
compare prices when purchasing products. Recently, the number of
consumers who buy products online has been increased. As a result,
various price comparison sites are available online so that consumers
can easily compare the prices of their desired products. Pricing in
such a competitive online market is also an issue for sellers, and
price selection attributes will become increasingly important in online
sales because consumers are becoming more price sensitive with the
advent of price comparison sites and the value of HMR prices has a
great effect on customer satisfaction (Lee & Jeon, 2016). Therefore,
the following hypothesis presented.
<H1> The price of HMR would have a significant effect on
satisfaction of the consumers.

2.1.2. convenience
In a study of online shopping malls, one of the factors for
consumers to repurchase is simplicity, and the higher the simplicity,
the higher the satisfaction (Yang, 2015). Ju (2012) showed that the
reason why HMR is preferred is because of the convenience (57.2%),
price (14.9%), taste(13.0%) and quality(10%). It maximizes the
convenience of food. The highest preference type of HMR is the
convenience type (73.1%) (Myung, Nam, & Park, 2016).
<H2> The convenience of HMR would have a significant effect
on satisfaction of the consumers.

2.1.3. Menu
The menu is the most important factor of the operation plan
because price and service changed by the menu as a basic element of
restaurant operation (Jeon, 2005). According to Lee and Ryu(2011),
customers’ preference recommended and delivered to other customers,
so menu is an important factor for product differentiation. HMR
products are one of the most important factors that customers
consider when purchasing 2007 products, in addition, it was found
that customer satisfaction increased as the preference menu of the
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selection attributes of HMR had a positive effect(Lee, Park, & Cho,
2011).
Therefore, the following hypothesis is presented.
<H3> The menu of HMR would have a significant effect on
satisfaction of the consumers.

2.1.4. Freshness
In the study by Lee (2012), the priority of HMR selection
attributes was measured in order of freshness of food, hygienic
quality, and stability of food quality. The results also suggest that the
value of HMR will be enhanced if company develop simple, safe,
fresh, and hygienic foods. Song (2009) who studied the purchase
preference attributes of HMR customers, emphasizes that according to
the area, residents of Seoul place importance on freshness of
materials. According to the analysis of the importance and satisfaction
of HMR, 'hygiene and quality of food' such as 'expiration date of
food' and 'freshness of food' were considered to be important.
Consumers who buy HMR at department stores consider the freshness
of raw materials as a factor in purchasing, and those who buy snacks
or side dishes also consider freshness of raw materials (Song, 2009).
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2.4. Offline shopping
The offline store increases consumers' psychological efficacy,
because they can collect sensible information by directly touching the
product. Experience in the offline store can predict the quality of the
product or the situation after the purchase, thus providing a high
cognitive control (LaRose & Eastin, 2002; Johnson, 2008). When
customers purchase HMR products offline, such as discount stores
and convenience stores, the purchase intention varies according to
package sales, menu information, and menu variety. In other words,
when the consumer visits the store, the purchase intention changes
according to the visible information (Kim, 2013). Based on the
preceding studies, we set the following hypothesis.
<H7> The effect of menu and freshness with HMR on the
satisfaction through offline channel users would be greater
than the online channel users.

<H4> The freshness of HMR would have a significant effect on
satisfaction of the consumers.

2.2. Satisfaction and Repurchase
According to Oliver (1989), satisfaction is the judgment of whether
the service and the product itself, or its characteristics, are provided
at a pleasant level of consumption. Brady (2001) describes repurchase
intention as a behavioral intention, which means that the customer is
satisfied with the service provided and the likelihood that the
customer will use it in the future, as well as the thought and
attitude, are transferred to action. Ultimately, it is necessary to
provide a high level of satisfaction in order to maintain relationships
with customers or to increase repurchase awareness.
<H5> Satisfaction of HMR users would have a significant effect
on repurchase intention.

2.3. Online shopping
Hoffman and Novak (1996) pointed out that online (internet)
shopping malls are a collection of online stores that include products
in various areas. The exhibition and advertisement of products for
e-commerce are made through internet shopping mall, and various
information such as price and structure characteristics of products are
provided. In the study of Yang and Cho (2015), satisfaction with
price and simplicity was found to have a significant effect on online
purchase of HMR products. Especially, satisfaction of price has a
significant effect on purchase of products.
<H6> The effect of price and convenience with HMR on the
satisfaction by online channel users would be greater than the
offline channel users.

<Figure 1> Research Model

3. Methodology
The questionnaire items from previous researches were revised to
fit the study purpose of the study. From September 21 to 29, 2017,
the questionnaires were administered through both off-line and on-line
survey methods (e.g. SNS). A total of 240 questionnaires were
collected and, after excluding incomplete 9 responses, a total of
231questionnaires were used for the empirical analysis. This research
was conducted with the following analysis method. First, to verify the
convergence and discriminant validity among the measured variables,
exploratory factor analysis was performed using Amos 21.0. Then, the
confirmatory factor analysis was performed again using Amos 21.0.
Next, the covariance structure model analysis was used as a statistical
method for the hypothesis testing of the study. Of the total 231
respondents, 70 (30.3%) were males and 161 (69.7%) were females.
Most respondents were in their 20s (58.9%) and 50s (22.9%);
professionally, most of them were students (41.6%), and workers
(23.4%). Many of them reported having meals 2 times (50.2%) and 3
times (44.2%) per day.
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4. Results
4.1. Evaluate Metrics
First, validity analysis and reliability analysis were performed on
the items of constitutional concept measured in multiple items
(Churchill, 1979). Exploratory factor analysis was examined to
evaluate validity and reliability, and Cronbach's alpha was conducted.
Principal Component Analysis was used for factor extraction. Factors
were extracted based on Eigenvalue 1. VARIMAX was applied to the
factor rotation method.
Cronbach's alpha coefficients are all over 0.8, which confirms
reliability (Nunnally, 1967). Exploratory factor analysis showed that
discriminant validity and convergence validity was confirmed and the
validity factor was analyzed by Amos 21.0. <Table 3>, <Table 4>.
shows the results of the analysis.

and model complexity. It was judged to be appropriate to evaluate
the model fit in consideration of the CFI (comparative fit index) and
the NFI (normedfit index) (Bearden, Sharma, & Teel, 1982; Bagozzi
& Yi, 1988). Overall model fit was rated satisfactory by NFI =
0.918, CFI = 0.954, and RMSEA = 0.071. The average variance
extracted (AVE) and composite reliability (CR) satisfied the criteria
proposed by Bagozzi and Yi (1988) (above 0.6 for CR, above 0.5
for AVE) and the loadings were statistically significant (p <0.01).
The convergent validity was confirmed. <Table 5> presents the results
of the confirmatory factor analysis.
<Table 5> Confirmatory factor analysis result
Variables

Price

<Table 3> Exploratory factor analysis
Variables
price
Price 01
Price 02
Price 03

convenience

Convenience
Menu

freshness

.851
Menu

.897
.895

Convenience 01

.907

Convenience 02

.912

Convenience 03

.763

Freshness

Menu 01

.773

Menu 02

.859

Menu 03

.780

Satisfaction

Fresh 01

.817

Fresh 02

.880

Fresh 03

.870

Variance (%):
Total: 81.4%

21.2

21.1

19.9

19.1

Cronbach's Alpha

.904

.891

.862

.862

<Table 4> Exploratory factor analysis
Variables
Satisfaction
Satisfaction 01

.773

Satisfaction 02

.865

Satisfaction 03

.677

Repurchase Intention

Repurchase
Intention

.863
.895

Repurchase Intention 03

.773

AVE
Price

.868

Convenience

33.7

49.2

Cronbach's Alpha

.850

.948

0.802

Price 03

0.869

Price 03

0.949

Convenience 01

0.931

Convenience 02

0.910

Convenience 03

0.738

Menu 01

0.831

Menu 02

0.867

Menu 03

0.777

Fresh 01

0.835

Fresh 03

0.868

Fresh 03

0.765

Satisfaction 01

0.848

Satisfaction 02

0.739

Satisfaction 03

0.852

Repurchase Intention 01

0.936

Repurchase Intention 02

0.969

Repurchase Intention 03

0.797

Repurchase Intention 04

0.929

AVE

0.968

0.909

0.981

0.947

0.958

0.884

0.951

0.867

0.967

0.908

0.989

0.958

<Table 6> Discriminant validity through correlation analysis

Menu
Fresh

As shown in <Table 5>, the chi-square value of the measurement
model is significant (p = 0.000), but it is sensitive to the sample size

Price 01

CR

As a result, as shown in <Table 6>, in order to verify the
discriminant validity, the method of comparing the correlation
coefficient squared value (r²) and the average variance extraction was
conducted. It was confirmed that there was no conflict in discriminant
validity because the correlation coefficient squared value was lower
than the average variance extraction value in all the variables.
Therefore, the validity of the discrimination between the different
constitutional concepts was verified.

Repurchase Intention 02

Repurchase Intention 04

Standardized
Regression
Coefficient

X² = 306.576 (df=141, p=0.000), NFI=0.918, CFI=0.954, RMSEA=0.071

Repurchase Intention 01

Variance (%): Total: 83.0%

Measure

1
0.909
0.308*
(0.095)
0.434*
(0.188)
0.434*
(0.188)

2

3

4

0.947
0.599*
(0.359)
0.121*
(0.014)
* r² = ( )

0.884
0.434*
(0.188)

0.867
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4.2. Research Hypothesis Verification
The research hypotheses were examined using Amos 21.0. The
fitness index was satisfactory with chi-square = 306.576 (df = 141, p
= 0.000), NFI = 0.918, CFI = 0.954 and RMSEA = 0.071 for the
study model. <Table 7> shows the results of hypotheses testing for
the main effects from <Hypothesis 1> to <Hypothesis 5>. On the
main effect, as a result of the hypothesis test, the price, convenience
and freshness presented a significant influence on the satisfaction, and
the path coefficient from the satisfaction to repurchase was also
significant. The results of the above verification are presented in
<Figure 2>.
<Table 7> Results of research hypothesis

<Table 8> Comparison of functional consumption value group and
emotional consumption value group
Standardized Regression
Comparison
Coefficient
Results
On-line
Off-line

Chi-square
increment

p value

Pri → Sat

0.279

0.178

On > Off

0.498 (d.f.=1)

0.480

Con → Sat

0.076

0.481

On < Off

5.132 (d.f.=1)

0.023

Men → Sat

0.169

- 0.146

On > Off

3.715 (d.f.=1)

0.054

Fre → Sat

0.564

0.512

On > Off

0.149 (d.f.=1)

0.699

* p < 0.05, ** p < 0.005, *** p < 0.001

5. Conclusion

Hypothesis

Paths

Path Coefficient

t value

H1

Price → Satisfaction

0.116

2.318** Support

H2

Convenience→ Satisfaction

0.553

5.079*** Support

H3

Menu → Satisfaction

-0.072

H4

freshness→ Satisfaction

0.524

7.233*** Support

H5

Satisfaction → Repurchase

0.928

14.205*** Support

-0.880

Results

Reject

<Figure 2> Results of research hypothesis

4.3. Verifying the Moderating Effect of Consumers’
On/Offline shopping
To examine the moderating effect of consumers’ on/offline
shopping on the HMR, first, the total sample (n = 231) was divided
into the group for using online channel and the other group for using
offline channel and then the path coefficients were compared. Based
on the average value, the groups were divided into online channel
using group, and offline channel using group. Therefore, consumers
who use online channel are more influenced by the price, menu,
freshness of HRM products, meanwhile consumers who use offline
channel are more influenced by the convenience of HRM. This
implies that online and offline groups are more sensitive to the effect
of HMR purchase factors on consumer satisfaction. The results show
that convenience of HMR has statistically significant effects on
satisfaction (see <Table 8>).

The aim of this study was to find out which of the products
selection attributes of customers who buy HMR are more crucial
factors in terms of customer satisfaction. Based on examination of the
causality and literature overview where satisfaction leads to
repurchase, several selection factors were considered to be suitable for
the products selection attributes of HMR. The results suggest that the
price, convenience and freshness have significant effects on
satisfaction (p <0.001). And the path coefficient connecting
satisfaction with repurchase was statistically significant as well.
However, those relationships differed depending on on/offline
shopping channel. In the effect of products’ convenience on
satisfaction, both the online shopping group and the offline shopping
group had a positive influence, but the offline shopping group had a
statistically greater influence (p = 0.023).
The effect of price on satisfaction was shown to have a positive
effect on both the online shopping group and the offline shopping
group. And, the consumer groups with online channel had a greater
impact than the other group. The effect of the menu on satisfaction
was found to be affected by the online shopping group (+) and the
offline shopping group (-). The effect of the freshness on satisfaction
was found to be affected by the online shopping group and the
offline shopping group. The online shopping group and the offline
shopping group all had an influence on the satisfaction of the price,
menu, freshness of the HMR, but the influence did not reach
statistical significance. This result suggests that the factors influencing
satisfaction are affected by on/offline shopping channel while
purchasing HMR products. Therefore, offline shopping consumers are
more influenced by the convenience of HMR products.

6. Implications and Limitation
The results of the present study provide the following implications
for HMR business. First, products selection attributes that customers
consider important when selecting HMR are price, convenience and
freshness. Second, the offline shopping group was found to be more
influenced by the convenience of HMR products. The findings can be
used as strategic marketing points for specific consumers who have a
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certain consumption pattern when company sell HMR products
performs targeted marketing using customers behavior for selection
attributes.
This research has several limitations that should be addressed in
future research. First, in this study, only, price, convenience, menu
and freshness were judged to be the most important attributes of
HMR products selection in the model construction. In addition to
this, more complex and integrated study would be needed by adding
more attributes such as products design, simplicity, healthy, diversity,
etc. Second, in this study, shopping channel was classified into the
online shopping group and the offline shopping group. However, in
further research, it would necessary to specify shopping channels such
as convenience store, department store, mobile shopping, etc. based
on the research of consumer preference.
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Analysis of Consumers' Purchasing Choice Factors on PB Products of Retailers
Soon-Hong Kim*, Byong-Kook Yoo***

Abstract
In this study, based on the theory of behavioral economics, We
would like to present what are important items for the selection
factors of PB products, the heuristic propensity of consumers for each
brand of retailers through empirical analysis. The data of this study
will be analyzed using SPSS 23 statistics to verify the reliability and
discriminant validity, paired sample T-test. And Structural equation
method will be use to test the hypotheses in this study. The
consumer behavioral process where accumulated images, memories,
and experiences affect the decision-making is called 'heuristic effect'
which is a main concept of behavioral economics. Consumer’s
attitude, subject norm, prior knowledge, emotional heuristics and
situational heuristics had significant influence on behavior intension
and choice behavior in using café. As a result of analyzing the effect
of behavior intention and choice behavior by the model,
ETRA+Heuristics model showed the explanatory power than other
models with 65.3% and 53.3%.
Keywords: PB Products, Choice Factors, Confidence in Purchasing.

1. Introduction
Consumers are interested in PB products to increase purchases, but
they are less aware of brand recognition than NB products and
recognize that prices are lower than NB. As a study on PB products,
As a result of studying the preference of PB products, Kim et al.
(2008) showed that Quality satisfaction, comparative satisfaction of
NB products, monetary benefit, and perceived value influenced PB
product preference. In the study of Jin (2011) and Kim (2009), it
was analyzed that perceived quality influenced PB product selection.
On the other hand, brands are introduced in behavioral economics as
the theory that once learned memories are stronger and longer, they
are easier to recall later. The introduction of the availability heuristic
(Tversky & Kahneman, 1973), which is based on long-term memory,
It is applied to brand research.

* First Author, Incheon National University, Korea,
Tel: +82-32-835-8523, E-mail: snow8817@inu.ac.kr
** Corresponding Author, Incheon National University, Korea,
Tel: +82-32-835-8529, E-mail: bkyoo@inu.ac.kr

In this study, based on the theory of behavioral economics, We
would like to present what are important items for the selection
factors of PB products, the heuristic propensity of consumers for each
brand of retailers through empirical analysis.

2. Literature Review
Kim et al. (2014) revealed that the levels of the consumers’
perception of value for the PB apples were influential on the brand
credibility. In addition, the levels of the quality, perception of value,
and brand credibility significantly affected the purchase intention. The
image of the brand, however, did not show the effects on the brand
credibility and purchase intention in the study for activating sales of
the PB apples among the farm produce.
Lim (2012) examined the relationship between perceptual
characteristics of consumers and intent of relational continuance for
PB products in discount stores.
As a result of this study, the relationship between overall quality,
store image, brand image and value perceived by consumers about
PB products and intent of relational continuance was structurally
verified as being mediated by brand trust and brand equity.
In study of Kwon and Rhee (2014), they used customer lifestyle
for segmenting effectively target markets and also consider any
differential effects of PB product categories. The study analyzed price
and quality perceptions, and purchase behavior, dependent on
lifestyles. The study also analyzes the effects of price and quality
perceptions, and demographic factors on purchase behavior.
Demographic factors in the study include age, occupation, income
level, and education background. Mediating effect of attitude towards
PB product and differential effect of product category on the
mediating effect are analyzed, as well.
In study of Lou et al. (2015), they proposed an integrated model
to examine how the retailer credibility which is one of the important
extrinsic cues affects perceived quality variation, value consciousness,
attitude to PB, and PB product purchase intention. Also, familiarity
with PB is regarded as a moderating variable that can interact with
retailer credibility.
Wang and Kang (2011) found the influential factors to retailer
attribute and product attribute through overall analysis. Also, the
study found the influential attributes affecting the perceived quality
and analysed the influential power linking to customer satisfaction
and preference through the perceived quality.
The consumer behavioral process where accumulated images,
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memories, and experiences affect the decision-making is called
'heuristic effect' which is a main concept of behavioral
economics(Tomono, 2008).
According to preceding researches, heuristic had effects on
customer satisfaction and behavioral intention. In the study on
consumer behavior in coffee shop, Kim and Kang (2016) revealed
that behavioral intention was more influenced by the model of
‘TRA(Theory of Reasoned Action) + Heuristic’ than TRA(Theory of
Reasoned Action) model. Consumer’s attitude, subject norm, prior
knowledge, emotional heuristics and situational heuristics had
significant influence on behavior intension and choice behavior in
using café. As a result of analyzing the effect of behavior intention
and choice behavior by the model, ETRA+Heuristics model showed
the explanatory power than other models with 65.3% and 53.3%.

3. Research, data, and Methodology
The data of this study will be analyzed using SPSS 23 statistics to
verify the reliability and discriminant validity, paired sample T-test.
And Structural equation method will be use to test the hypotheses in
this study.
Based on the above theoretical foundation, we can make the
following hypothesis.
<H1-1> The quality of PB products will affect confidence in
purchasing PB products.
<H1-2> The price of PB products will affect confidence in
purchasing PB products.
<H1-3> Store image will affect confidence in purchasing PB
products.
<H1-4> The familiarity of PB products will affect confidence in
purchasing PB products.
<H2> Confidence in purchasing PB products will affect the
repurchase.
<H3> Confidence in purchasing PB products and NB products will
be different.

<Figure 1> Research model
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The Interaction Effects of Cultural Similarity on Chinese Customers’ Destination
Choice Intention of the Outbound Market*
Jun Zhang**, Hoonyoung Lee****

Abstract
This research investigates how factors of cultural similarity along
with other factors influence the Chinese customers to select a
destination country for medical services abroad. We used the sample
of 881 potential customers from the more economically developed
regions in China. Regression analysis is used to confirm the
relationships in the research model. The result shows that cultural
similarity plays an important moderating role in choosing a
destination country. For instance, power distance and masculinity
interact with the characteristics of service quality and reputation to
influence customer’s selection of destination country. Individualism,
powder distance and masculinity play moderating roles when social
environment affects the destination choice intention. Especially, all the
elements of cultural similarity moderate the relationships between
travel cost and destination choice intention. The study enables
managers to develop the more effective marketing strategies reflecting
the effects of cultural similarity and the factors associated with
customers’ destination intention.
Keywords: Cultural Similarity, Service Attributes, Destination
Choice Intention, Chinese Outbound Market.

1. Introduction
With the fast economic growth of China, the Chinese customers’
individual disposable income has been increasing rapidly during last
ten years. The newly-rich middle class prefers to seek leisure and
service overseas which has resulted in the explosive growth of
Chinese outbound tourism market. According to Wu and Liang
(2017), the number of travelers has achieved 125 million in 2015,
increasing 9.4% as compared to 2014 and 312.9% over 2005. All the
total Chinese visitors spending have achieved 261 billion, taking 10%
in the worldwide tourism market. Especially, from 2010 more and
* This work was supported by the Ministry of Education of the
Republic of Korea and the National Research Foundation of Korea
(NRF-2015S1A5A2A03048998).
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more mainland Chinese started to seek health care service abroad,
which made China become one of the important sources in this new
niche market. The Chinese leading Website, Ctrip, reported about half
a million Chinese travelers have gone out of their own country so as
to seek a better medical service abroad (Meesak, 2016). The numbers
of Chinese customers for international medical tourism will keep on
growing to be 800,000 by 2020 (Juwai, 2016).
The ASKCI (2016) classified the Chinese outbound market of
medical tourism into three stages of the trial stage (2000-2010), the
initial stage (2011-2014), and the development stage (from 2014 until
the present). In the trial stage, only a few wealthy customers seek
the higher quality medical service overseas. In this stage, however,
the demand and supply are not clear. In the initial stage, the demand
has expanded to the middle-rich class, the suppliers are thus required
to provide the higher quality service with lower price. In the
development stage, Internet was used as the communication platform
to access medical facilities abroad and to promote the new niche
market. The development of Chinese outbound tourism market
emphasizes the importance of factors influencing customers’ intentions
to purchase the specific service.
In the earlier literature, a large body of research has argued that
in order to understand medical customers’ behavior we need to
explain the effects of quality and cost on their destination selection
decision (Heung, Kucukusta, & Song, 2010). Currently, medical
quality and cost issues are often analyzed with other factors
influencing customers’ behavior along with cultural similarity. Xu and
Jiang (2009) defined cultural similarity as the similarity of cultural
backgrounds between the hosting country and the customers’ home
country. Hofstede (1984) indicated that similarity effects could be
reflected by the four factors of power distance, uncertainty avoidance,
individualism versus collectivism, and masculinity versus femininity.
He also insisted that cultural similarity is important especially in the
international environment because customers always tend to compare
the destinations in terms of their own familiarity. When customers
perceive the cultural similarity, they are likely to select the
destination country. This suggesting is supported by Connell (2006;
2013). With data collected from the native Chinese customers, Zhang,
Seo, and Lee (2013) constructed cultural similarity as a single item
and found that Chinese customers tend to choose Korea as the
medical destination due to the similar cultural background. Yu and
Ko (2012) also empirically proved that the cultural similarity should
affect the customers’ behavior. However, they did not investigate how
the culture similarity precisely works in the customer’s
decision-making process. Polsa, Wei, Saaksjarvi, and Pei (2013)
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attempted to explore the effects of cultural elements (power distance,
uncertainty avoidance, individualism versus collectivism) on
international medical service empirically. However, the interaction
effects of cultural similarity were not explained in their study and the
empirical are very rare. Therefore, this research is to verify the
moderating role of cultural similarity in evaluating destination
countries.
We conduct the research using the data from 881 potential Chinese
customers of medical tourism to find some interesting results as
follows. First, cultural similarity works as a moderator when the
factors of medical quality affect the customer’s destination choice
intention. Marketers should focus on cultural similarity effects to
make an implication strategy for financial profit.
For instance,
paternalistic management system can be considered to import into the
facility for upgrading the Chinese customers’ perception of the host
country. Second, the factors of medicine and tourism also influence
the destination choice decision. Practitioners should make efforts to
consider both attributes of health services or access tourism service to
illness treatment as a package product in order to take a competitive
advantage in this market. For example, medical quality is the critical
predictor of medical tourism. Thus, hospitals in India make efforts to
send doctors to have a professional education in the more developed
country. Hospitals in Thailand like Bumrungrad international hospital
attempt to improve service quality to satisfy the well-known
international certification of JCI (Joint Commission International).
Finally, illness severity is important in destination choice process.
Global managers should use it to segment the Chinese outbound
market and then an effective marketing strategy should be made to
attract more customers.

References
ASKCI. (2016). A study of Chinese medical tourism in 2016.
Retrieved
January
29,
2017
from
http://www.askci.com/news/hlw/20160525/17503320727.shtml.

Connell, J. (2006). Medical tourism: Sea, sun, sand … surgery.
Tourism Management, 27(6), 1093-1100.
Connell,
J.
(2013).
Contemporary
medical
tourism:
Conceptualisation, culture and commodification. Tourism
Management, 34, 1-13.
Heung, V. C. S., Kucukusta, D., & Song, H. (2010). A
conceptual model of medical tourism: Implications for
future research. Journal of Travel & Tourism Marketing,
27(3), 236-251.
Hofstede, G. (1984). Cultural dimensions in management and
planning. Asia Pacific Journal of Management, January,
81-99.
Juwai. (2016). Top 8 outbound medical tourism hotspots for
China’s affluent. Retrieved December 20, 2016 from
https://list.juwai.com/news/2016/10/top-8-outbound-medical-to
urism-hotspots-for-china-s-affluent.
Meesak, D. (2016). Report: Chinese medical tourism grows by
500 percent in 2016. Retrieved December 20, 2016 from
https://jingdaily.com/report-chinese-medical-tourism-grows-50
0-percent-2016/.
Wu, C., & Liang, Q. (2017). Chinese travels made 216 billion
last
year.
Retrieved
July
12,
2017
from
http://www.china.com.cn/travel/txt/2017-07/12/content_41198
732.htm.
Xu, Q. J., & Jiang, J. (2009). The moderating role of cultural
similarity in leadership training effectiveness. Journal of
European Industrial Training, 34(3), 259-269.
Yu, J. Y., & Ko, T. G. (2012). A cross-cultural study of
perceptions of medical tourism among Chinese, Japanese
and Korean tourists in Korea. Tourism Management, 33,
80-88.
Zhang, J., Seo, S., & Lee, H. (2013). The impact of psychological
distance on Chinese customers when selecting an
international
healthcare
service
country.
Tourism
Management, 35, 32-40.

Donghae Lee, Sangki Lee / 13TH INTERNATIONAL CONFERENCE 297-302

297

Unemployment, Real Wages, and Aggregate Demand
in Europe, Korea and the United States
Donghae Lee*, Sangki Lee***

<Table 1> Unemployment Rates

Abstract
The trend of Europe seems upward, whereas, there was a jump
between the later 2005s and later 2010s in the United States, but no
clear trend otherwise. This study empirically analyses the changes in
unemployment rates to understand push factors of generating wage
pressure and how affecting aggregate demand in the Europe, Korea,
and United States. We attempt to empirically analyse the
unemployment rates though three countries to analyse the economic
effects of real wages and aggregate demand. We introduce having
estimated the whole model that the growth of unemployment into the
part caused by each of these factors and the part caused by changes
in real aggregate demand. The results of this study show that in the
long run, there is not only a natural level of employment but also a
natural level of real demand are positively related. in the short run.
Demand can vary from bring about changes in employment by means
of price or wage surprises. The pressure of demand in the labor
market shows up strongly in all countries except the United States.
The estimated labor-demand equation are consistent with this
framework and generally have well defined real wage and demand
effects.
Keywords: Unemployment, Real Wage, Aggreated Demand,

1. Introduction
In the European community, unemployment has risen in every one
of the last 5 years. This is in marked contrast to the United States
where unemployment has risen and fallen around a more gentle
upward trend. In korea both the fluctuations of unemployment and its
trend have been minor.
The following average unemployment rates give some idea of the
marked differences in trend:
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1995

2000

2005

2010

2015

France, Germany, U.K.
(unweighted average)

10.52

5.82

6.45

8.40

9.52

S. Korea

3.81

9.83

4.62

4.23

4.84

U.S.A.

7.23

4.32

5.43

12.32

7.42

Source: O.E.C.D. MEI (2017)

In Europe the trend seems inexorably upward, whereas in the
United States there was a jump between the later 2005s and later
2010s, but no clear trend otherwise. Interestingly, in Europe the labor
force has been relatively constant and unemployment has risen, while
in the United States and korea the labor force has grown sharply and
unemployment has not.
To explain the different movements of unemployment, we use a
structural macroeconomic model which is centered on the labor
market and simultaneously explains the natural rate of unemployment
and deviations. The mode1 has two main features, First, with regard
to the determinants of employment, it cuts through the fruitless
debate now raging (especially in Europe) as to whether current
unemployment is “classical”(meaning due to excessive real wages) or
keynesian (meaning due to deficient demand). In our formulation we
allow both these influences to affect employment.
We argue that the perfect competition framework within which the
discussion is usually conducted is unhelpful and that imperfect
competition is more realistic. In perfect competition prices are set by
impersonal forces, and it is not clear what could possibly stop prices
from clearing the market. Instead it is more reasonable to think of
prices as being set by imperfectly competitive firms, existing prices
being the best they can think of, given the demand they face. In this
context firms’ demand for labor will depend on both the real product
wage and the level of real aggregate demand. This approach
conforms both to common sense and to the date.
However, it does not imply that employment can be made to grow
without limit by pumping up real demand. The mode1 consists of
three equations (an employment equation, a price equation, and a
wage equation); and in the long run, when price surprises are
eliminated, there are three endogenous variables (employment, real
wages, and real demand). Thus in the long run there is not only a
natural level of employment but also a natural level of real aggregate
demand. In the short run, demand can vary from this level, bringing
about changes in employment by means of price or wage surprises.
This brings us to the second feature of the mode1 – the wage
equation. If for one reason or another there is pressure for higher
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real wages, this will reduce the natural level of real aggregate
demand and raise the natural level of unemployment. Thus the key to
understanding the medium-term changes in unemployment is to
understand the “push factors” generating wage pressure. We are able
to identify in particular the roles of unions, of search intensity (by
unemployed workers or y firms), of taxes, and of import prices.
Having estimated the whole mode1, we are then able to decompose
the growth of unemployment into the part caused by each of these
factors and the part caused by changes in real aggregate demand.

2. Research Background
It will be clearest if we discuss our complete model at the outset,
and how it works. we shall leave till later the detailed justification of
the various functional relationships. The model is (ignoring lags):
EMPLOYMENT


      





(1)

PRICES

P/w = f2 (K/L , A, alpha, P/Pe, W/We )

(2)

WAGES

W/P = F3 ( N/L, Z, K/L, A, alpha, P/Pe )

(3)

where L is labor force
N is employment
K is capital stock
W is hourly labor cost (including employment taxes)
P is the GDP deflator
A is technical progress
alpha is real demand for output (a vector of detrended real
world trade, adjusted fiscal deficit relative to GDP,
real interest rate, and competitiveness).
Z is “push factors” (listed earlier).
Source: Monopolistic Competition Model, Blanchard (1985).

If there are no price or wage surprises, this model solves for the
employment rate (N/L), product demand (  ), and real wage (W/P) as
functions of Z, K, L and A, taken as exogenous, we argue later that
it is implausible (given the last two hundred years of history) to
suppose that in the long run the capital stock or the labor force or
technical progress will affect unemployment. This leaves the “push
factors” (z) as the only variables able to change the natural rate of
unemployment.
To understand further the workings of the model, we can note the
empirical finding that the effects of demand (  ) in the wage and
price equations are insignificant in most countries. If we ignore
these, the long-ren model (without surprises) has a completely
recursive structure. First, real wages are determined in the price
equation. Next, the natural rate of employment is determined in the
wage equation. Finally, the natural level of demand is determined in
the employment equation.

Focussing on the natural rate of employment, we can illustrate it
in the following diagram, where for the sake of familiarity we have
put unemployment on the horizontal axis (Figure 2). From the side of
wage-setting, there is a downward-sloping relationship between real
wages and unemployment (a “real- wage phillips curve”). the pricing
behavior of firms than determines the “feasible” real wage, and the
level of unemployment must be such that wage-setters are willing to
settle for that same feasible real wage. If there is greater wage push
and the “push factors” increase, unemployment will have to rise.
We can now consider the dynamics of the system. If demand goes
above its natural level, both nominal wages and prices will be forced
above their expected levels. This reduces the actual real wage set by
wage-setters to below level intended at the now higher level of
employment. It also raises the real wage permitted by price- setters.
Thus wage-setting and price-setting behavior become consistent at a
point such as A. If expectations have elements of nominal inertia in
them, then (w/w and p/p) can be proxied by terms such as ▵2
LogW and ▵2logP, and higher-than-natural employment will be
associated with increasing inflation, with wage-setters and price-setters
aiming at inconsistently large markups. The reverse is true in a
demand downturn, as at B.

3. Research Design, Data and Methodology
In focussing on imperfect competition it resembles most estimated
macroeconomic forecasting models (and differs of course from most
models in undergraduate textbook). Where it differs from many
models is in its treatment of wage behavior. The majority of wage
equations relate to changes in wages (real or nominal) and have no
long-run solution for the level of the real wage. this is an empirical
question and our finding is that in most countries (except possibly
the United States) there is a clear long0run real wage equation. This
is why we have to chink of unemployment as the mechanism
bringing about consistency between the “desired” and “feasible” level
of real wages rather than growth of real wages. This is the key
feature of the model. we also explore a wider range of possible (z)
factors affecting wage-setting than is usual in macro models less
heavily focussed on the extraordinary change in unemployment which
have taken place.
Reverting to the role of demand, the variables we have listed are
clearly not exogenous, except for world trade. For consistent
estimation, they need to be instrumented, and in a wider setting they
could be explained by further equations. Equally the capital stock and
the labor force could be explained, though this would be less
important since their role in explaining variations in unemployment is
not large.
To explain the movement of unemployment in the short run we
take the employment function (1) and substitute out for the real
wage, using the wage equation (3). This gives a short-run
unemployment equation



           



(4)

Source: The Unemployment Equation, Blanchard (1985).
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The prime objective of the paper is to use a medium-term version
of (4) to provide a decomposition of the changes in unemployment.
We begin with the employment and pricing behavior of firms. We
suppose that the economy consists of a number (n) of identical
imperfectly competitive firms. Each Firm’s final output is produced
by a production in which inputus (i.e., materials) are separable from
capital and labor. we impose this restriction because it increases the
efficiency of our estimates and does not appear to violate the data.
Hence the I th firm’s production of value added is determined by its
capital (  ) and its labor (n I). In each period, the firm uses the
capital stock with which it begins the period: any investment
undertaken during the period influences the capital stock only for
next period. production involves some fixed set-up cost, 3 but
thereafter the I th fire’s output is produced at constant returns to
scale. Technical progress (A) is assumed to be labor-augmenting (for
which we later find strong empirical support, except for Japan), with
the firm’s output depending on  and   . Hence, given constant
returns to scale, value-added output,  , is given by,

 
    


(5)

and the firm’s labor requirement is

 
          ′″ ≻ 
 

(6)

The firm incurs a cost per worker (W), including employment
taxes. 4 Thus W/P is the real cost per worker in units of value
added, which we shale The firm’s revenue depends on demand
conditions, Its demand depends on the relative price it charges (Pi/P)
and on the location of the demand curve, which depends in turn on
the aggregate real demand in the economy   Hence the demand
for the firm’s output is


     


(7)

variables in revenue and cost which are parametric to the firm –





     ′ 







function (6) to replace       Aggregating to the

level of the whole economy by dropping the I subscript we find




     ′     




(9)

or




     





(10)

this is our basic employment equation.
Two comments are in order. First demand (  ) will have the same
qualitative effect on employment as it has on the elasticity demand.
Under perfect competition it has no effect, since  is always
infinity.
Under imperfect competition it is often asserted that  rises in a
boom, which would explain why higher aggregate demand in fact
increases employment. Another explanation could be that oligopolistic
firms do not practice a constant markup of prices over short-run
marginal cost since this would lead to an excessive markup of prices
on wages in booms (when marginal labor requirements are high). In
booms they reduce the markup of prices over marginal cost, so that
higher demand leads to higher employment (Domberger, 1979).
Second, technical progress must have a specific effect on
employment. As equation (10) makes clear

 log
log 
  

log
 log

(11)

Turning to the price equation we need to be more careful in our
definition of  . For our purposes it is convenient to measure not
real demand but real demand relative to potential output. The
potential output of the economy is  and the
representative firm’s share of this is one  or   Hence

and the firm’s real revenue is  .
The firm now maximizes real profit (revenue minus cost) with
respect to  /P. It follows that its employment must depend on those
namely W/P,  , K, and A. This
function (1).
However, we need to examine
firm’s optimal price is chosen to
unit of output to the marginal cost.
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is the basis of our employment
its structure in more detail. The
equate the marginal revenue per
In other words

(8)

where  is the absolute elasticity of product demand faced by the
firm, assumed to depend on real aggregate demand (  ).
To obtain the employment function we use the labor-requirement

a fuller specification of the demand for the firm’s output is



       



′ ≻ 

(12)

where  now measures aggregate demand relative to potential
output. To obtain the price equation we equation we substitute this
into (8) and obtain after aggregation our basic price equation 5



   ′  




(13)

If  >0, the impact of  is indeterminate, since a rise in 
reduces the markup of prices over marginal cost but at the same time
the real marginal labor requirement rises. The impact of technical
progress is also indeterminate.
We should also note(for future use) the following approximate
results concerning the price and employment functions 
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(14a)

(17b)


 

log
 log 
 

log  
 log 


 
 

  

 




(14b)

Finally we need to introduce dynamics into the equations and to
attempt an explicit modelling of expectations. We begin with labor
demand. Our basic labor-demand equation based on (10) has the
following structure, where  is the lag operator:


       log 

 
  log     log      log


(15)

the lags may arise from adjustment costs and aggregation over
different labor types. Adjustment cost models, of course, lead to
employment being a function of expected future as well as current
variables. (15) is thus the specification with these future expectation
variables substituted out, thereby compounding expectational and
adjustment lags. This may lead to some difficulties because we are
not identifying the underlying structural parameters, and thus we
cannot use the equations to investigate the response of employment to
price fluctuations which are inconsistent with the time series processes
generating the sample data. These problems may not be too serious,
however, in view of the fact that variables such as the real wage
follow a process close to a random walk and, for example, given the
current real wage, other current variables appear to be of little value
in forecasting future real wages. 7
The price equation based on (13) requires adjustment before it can
confront the data. Each firm will be setting prices for discrete periods
and must, therefore, forecast competitors’ prices and wage levels. If
competitors’ prices or wages are under-predicted, actual prices will be
lower (relative to actual wages) than they would otherwise have been.
This explains the negative coefficients assigned to  

and



 in the price equation as set out in (2). Though we
experimented with a number of proxies for expectation errors, in
practice we focussed mainly (here and in the wage equation) on the




second differences ∆ log and∆ log w and their lags. The
rationale for this is that, in a period where inflation is not clearly
trended, expectations of inflation may have a considerable inertia. 8
A reasonable price equation would than be

   log  log  log 

    log    log   
±  log  log     log

(16)

Finally it is worth setting out the restrictions implied by (11) and
(14a, b) These are

        



(17c)

(17a)

4. Results
Next we consider the price equations. Sample neutrality (9) was
imposed without much difficulty, but the equations themselves are not
entirely satisfactory. The lagged dependent variable coefficient is very
high, with the exception of Germany where we were forced to
include a trend to stabilize the equation. We tried many different
ways of capturing wage/price surprises, and only in the United
Kingdom were we able to obtain sensible results using ∆  logW
terms as proxies for these variables. Demand variables did not show
up, and we feel that there are other important variables(aside from
productivity effects) influencing the markup of price over costs which
have not been captured in our equation. this is clearly an area where
further work should be done.
For our purposes, however, the key equations are those explaining
wages based on (16). As in the price equations, we impose “sample
neutrality” on the capital/labor-force ratio and technical-progress terms
to ensure that these have no long-run impact on unemployment.
Overall these equations are fairly good, although the United States
equation has a lagged dependent variable coefficient which is too
close to unity for comfort. The other four equations appear to yield
satisfactory long-run solutions foe the real wage, this being
particularly true for the European equations. Again with the exception
of the United States, all the equations have reasonable vacancies
coefficients and significant union effects. Given the size and
importance of the union sector in all the countries except the United
States, this latter fact is not surprising. All the counties exhibit some
positive import price effect, and interestingly enough this effect
appears permanent effect in the former. We put considerable effort
into investigating the separate impact of the three different tax rates
(    see p.163) in both the short and the long run. the results
were unsatisfactory in the sense that the coefficients were often
ludicrous(e.g., very large and/or incorrectly signed) and highly
sensitive to the precise equation specification. we eventually
concluded that there was simply not enough information in the data
to disentangle all the effects, and we simply considered the sum of
the tax rates (T).
Another noteworthy feature is the strong negative effect of
price-level accelerations in the United States which is reinforced by
the 1995 dummy which is used to pick up the impact of the rapid
jump in the price level in that year. We were unable to find any
sensible replacement ratio effects in any country, nor could we find
any impact of the productivity slowdown which we attempted to
discover by including terms in ∆  log
We also investigated equations with unemployment instead of
vacancies, looking at a variety of lag structures, including rates of
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change. In no country did unemployment dominate vacancies as a
pressure-of-demand indicator, although the converse is not true.
Neither did we have any success with lagged or rate-of-change terms
in unemployment.
The overall impression given by these equations is that, outside
the United States, union activities have influenced real wage levels
and that in the European countries real wages adjust less easily to
outside shocks than they do elsewhere. However, the real implications
of these equations can be seen more easily if we combine them with
the employment equations to generate the empirical counterpart to
equation (16).
In order to do this we must make use of estimated UV curves in
order to generate a search-intensity variable. The UV curves are
reported in Table 4. These may be substituted into the wage
equations, eliminating V   . “Search intensity” is then proxied by the
trend and trend  terms as in equation (16).
Accounting For Unemployment Growth
In order to analyze the impact of the different variables on
unemployment, we utilize the following strategy. We divide the
sample into four periods, 1995-2000, 2000-2005, 2005-2010, and
2010-2015 and investigate the effect of the changes in the different
variables on the changes in unemployment, using averages over the
sub periods. We do this partly because it is easy to see what is
happening and partly to sidestep the difficulties generated by the fact
that in some countries (particularly the United States), the
unemployment equations corresponding to (4) has extensive dynamics
with a high degree of persistence. In addition we use the long-run
coefficients generated by (4), introducing lags in the independent
variables which seem appropriate given the dynamic structure. We see
the upshot of this procedure. This table forms the main conclusions
of the paper and is discussed in the next section.
Finally, we can give estimates of the natural rate. Here we
compute the long-run solution of the complete model by eliminating
demand, using the price equation in addition to the other two. Given
our worries about this equation we feel that these estimates are not
very reliable. Nevertheless, the exercise is probably worth doing and
we base it on the same sub periods as before. We cumulate changes
in the natural rate starting from the assumption that the average
unemployment over the first period (1995-2015) represents the
long-run equilibrium level alongside the actual values. Note that we
allow changes in import prices and tax rates to affect the natural
rate.
Using these estimates of the changes in the natural rate, we can
now return and ask how much of any increase in unemployment due
to falls in aggregate demand reflected a “need” for aggregate demand
to fall owing to the rise in the natural rate. This is easily discovered
by taking the rise in the natural rate and subtracting from it all
increases in unemployment.

5. Conclusion
We had developed and estimated a three-equation macroeconomic
model for five countries in order to shed light on unemployment
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trends in the postwar period. The two key features of the model are
that firms are assumed to be price-setters, and wages are not
necessarily determined by labor-market “clearing“ in the competitive
sense. The first feature implies that output prices are not rigidly
related to marginal costs over the cycle, so that labor demand is
influenced both by real wages in terms of value added and by
aggregate demand. The second implies that wage determination is
affected not only by standard labor-supply variables but also by
variables such as union pressure and employment protection
legislation. Nevertheless, the model has the standard neutrality
property in the sense that deviations from the “natural rate“ are
possible only if there are wage/price “surprises.“
The estimated labor-demand equations are consistent with this
framework and generally have well-defined real wage and demand
effects. We are also able to estimate the impact of technical change
on labor demand and this proves to be compatible with the
hypothesis that technical progress is labor-augmenting in all countries
except Japan. The price equations are less satisfactory, but the wage
equations work reasonable well. The pressure of demand in the labor
market shows up strongly in all countries except the United States. In
addition, the following “push factors” generate upward pressure on
real wages.
We therefore adopt an indirect approach to the issue. We measure
shifts in all these factors by shifts in the U/V curve: this curve has
shifted out in all countries to a greater or lesser degree. We then
obtain a final form of the wage equation by taking the estimated
equation and replacing vacancies by unemployment and the location
of the U/V curve(as a measure of “search intensity”).
The impact of this variable is of overriding importance in France
and is of considerable significance in the other European countries.
This is consistent with the known facts about the increasing
generosity of the benefit system and strictness of the employment
protection laws in Europe relative to Korea and the United States.
Bringing these factors together, we can summarize their historical
impact on the level of unemployment. As we pointed out at the
outset, there has been little change in Japanese unemployment. But in
Europe and the United States unemployment rose substantially
between the later 1990s and the later 2010s. In France and the
United States and Kingdom unemployment rose again in the early
1990s, This was particularly the case in the United States and
Britain. But other factors were also at work in Europe. Trade-union
wage pressure intensified. In Britain this was merely extension of a
change that had already begun in the lats 1990s, and in both Britain
and Germany trade-union pressure accounted for an important part of
the rise in unemployment in the later 1990s. There was no
comparable development in the United States.
Another important influence in Europe in the 1990s was the fall
in “search intensity“ on both sides of the market, as measured by the
outward shift of the U/V curve. This was especially so in Britain and
in France, where in each case the trend had already set in during the
1990s. It is worth reiterating that the outward shift in the U/V curve
captures reductions in search intensity by workers, increases in
mismatch, and any factors which make firms more cautious about
hiring (employment protection legislations, for example). The shift
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itself is just a particular function of time and time squared and could,
in principle, be capturing other trended effects which we have
omitted. So when we observe the dramatic effects of this variable in
the United Kingdom and particularly in France, we must obviously be
somewhat cautious in our interpretation. It is important, however, to
stress that this trend is not same as the crude upward trend in
unemployment, since it represents changes in unemployment at given
vacancies. It is also worth pointing out that Europe in general ha
unemployment benefit systems which have become more open-ended
than those of the United States and Korea, and it also has
employment protection laws which have become more draconian.
Turning to the dramatic further rise in unemployment in Europe in
the early 1980s, it seems that relative import prices have played no
role, nor have there been further rises in union militancy. There have
been further falls in “search intensity” in France and the United
Kingdom. But the most powerful factor in the United Kingdom has
been the fall in “demand,” which has also been important in
Germany.
we should stress that all our estimates are extremely approximate –
perhaps even more so than is usual in economic metric work. Our
paper should be viewed as an early attempt to explore a new way of
analyzing these problems. We believe our model has much to offer,
compared with earlier approaches. It represents an attempt to model
the natural rate and the current unemployment rate within a single
structural model. It offers new insight into the employment effects of
technical progress. Above all, it cuts through the fruitless debate
about whether current unemployment is classical or Keynesian
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A Study on Legal Policy and Management Activation Policy for
the Improvement of Public Market System
Young-Sik Kwon*, Jang-Sil Mun**, Jong-Wook Lee****

Abstract
The objective of the paper is to explain the Legal Policy and
Management Activation Policy for the Improvement of Public Market
System. This paper is an exploratory survey that examines Public
Market in Korea. The results of the study shows that the activation
of the market is also important for the government’s support system
and the system of selecting the support target. But most important
thing is that it depends on the voluntary participation and activation
of the merchants constituting the market. It is necessary to establish
the basis of the ordinance enactment of the local governments by
providing support methods and standards for revitalizing the public
market through legal reorganization. The realization of the rental fee
can be seen as the need to improve the willingness of merchants to
make efforts to revitalize the market and to utilize the financial
resources of local governments. In conclusion, legislation and reform
of public market management and operation, realization of rent,
establishment of local government ordinance standards, development
fund, and establishment of public market management organization are
the foundation of solving all the problems of the public market and
revitalizing the public market.
Keywords: Legal Policy, Management Activation Policy, Public
Market System.

1. Introduction
In the past, marketplaces or markets are the cornerstones of the
local economic base and a place where the lives of the common
people are standing. Since the government enacted the "Special Law
for Nurturing Traditional Markets" in 2005 to revitalize traditional
markets that lose their competitiveness and decline, For the past 12
years, the government have been continuing efforts to modernize
traditional market facilities and modernize management to revitalize
traditional markets. Nonetheless, the traditional market is lagging
behind competition from large marts and retailers. The reason why
* First Author, Ph.D. KM Management Strategy Institute, CEO, Seoul,
Korea. E-mail: cooljune22@naver.com
** Assistant Professor, Department of International Logistics, Tong-Myong
University, Korea. E-mail: Mun1020@korea.com
*** KM Management Strategy Institute, Director, E-mail: ljoepd@gmail.com

the public market is not fundamentally activated is due to the lack of
related laws and the poor management and operation rather than the
government's policy support.
Therefore, complementary measures are urgently needed, and it is
necessary to supplement legislative and institutional devices and
revitalize management modernization for the revitalization of the
public market, which is gradually declining.
The purpose of this study is to suggest policy directions to solve
various problems faced by the public market.

2. Public Market Concept Formation And Legal Basis
The concept of the public market is based on the "central market
(halle)" established in the center of the city in response to the
expansion of the European exchange economy in the 16th and 17th
centuries.
In the case of Korea, the concept of "public market" introduced
during the Japanese colonial period from 1914 is that the local
government such as the city installs a facility, rents a place to a
merchant. The public market law system in the modern sense (since
1960s) was completely revised on December 31, 1981, with regard to
the establishment and operation of the market.
On October 22, 2004, the "Special Act for Nurturing Traditional
Markets" (enacted on October 22, 2004) was enacted and the
terminology of the traditional market was used for the first time. The
reason for the enactment of the law was to contribute to national
economic development by promoting the modernization of the
facilities and management of the traditional market and the market
maintenance, thereby promoting regional trade and balanced growth of
the distribution industry. On December 11, 2012, the "Special Act for
Cultivating Traditional Markets and Shopping Centers" was enacted
(Dec. 11, 2012), and some laws were amended to facilitate the
modernization of facilities and management, including the traditional
markets and shopping centers, and market restoration. March 29, 2016
Through the amendment of the "Special Act for the Cultivation of
Traditional Markets and Shopping Centers", the government and local
governments will provide support for the improvement of rents and
stores in the establishment of youths in traditional markets, training
and consulting for start-ups To support the project.

2.1. Necessity for public market support
The market is an urban market established by the government, and
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it is defined as a place to trade and exchange goods for the stability
of the common people economy. It is defined as the exchange of
goods and the place of trading for the stabilization of the common
people's economy. The public market is the smallest unit that forms
the framework of the welfare economy.
The public market is the base for revitalizing the local economy,
and the stability and activation of the welfare economy plays a role
as a backbone of the national economy. It requires basic support
from the government for order maintenance and vitality. It serves as
a channel for revitalizing the local economy by expanding the quality
of welfare enhancement of the common people's life and ensuring the
publicness through stable price stabilization of the region, secure
supply of necessities, and securing the public interest. The public
market serves as a means of public employment and subsistence in
terms of national economy, regional economy, cultural and social
impact. It is necessary to contribute to the local economy in order to
reduce the stagnation phenomenon and to activate it through the
support because the social and national burden increases in the case
of the recession of the public market.

2.2. Overseas public market management administration case
2.2.1. Taiwan public market
The traditional market in Taiwan means all the space that sells a
wide range of products, and in terms of consultation, it means a
space with specific facilities as a business place for general street
vendors. The history of the public market in Taiwan began in 1920
and is managed in a similar fashion to the public market system in
Korea. The purpose of the legislation of the Taiwanese public market
is to enforce the efficiency of the management and operation of the
retail market, to maintain the market order, and to protect the lives
of residents and the interests of consumers.

2.2.2. Hong Kong Market Management and Operation Ordinance
Hong Kong, which is similar to Korea's public market, has
regulations for market management and operation. The Hong Kong
Public Market Ordinance enacts ordinances in order to improve the
efficiency of management and operation of salesmen, to maintain
market order and street order, to protect the lives of residents and
protect the interests of consumers. The constitution of the ordinance
is composed of 19 parts in total, and the street market regulations
are composed of a total of 15 laws as supplementary acts.

3. Public Market Status and Problems
3.1. Public Market Status
As of January 2017, the public market accounted for 22.2% of the
total of 353 out of the 1,590 traditional markets (as of 2015). The
types of market are classified into 50 permanent types (14.1%),
permanent and regular (28.9%), and regular (including 5 days) and
201 (57.0%), respectively.

3.2. Problems of public market
(1) Inadequate management and management expertise in public
market.
(2) Problem of legal management system of public market
management and operation.
(3) Renting of rented premises (fee for use).
(4) Problems in the development of the public market due to the
allocation of building cost.
(5) Acceleration problem of resale / succession.
(6) Problems of store arrangement conflict and innovation.
(7) Achievement of support performance through concentrated
support system.
(8) Innovative support for market operation professionals and
operating systems.
(9) Market support without consideration of diversification of
functions.

4. Research Method and Analysis
4.1. Survey
The status of the public market distributed throughout the country
is as of January 2017, the matters concerning the current state of the
public market, the actual condition of the business infrastructure of
the public market, and the management status of the public market
and the merchant. And identified legal and institutional problems that
could be an impediment to revitalization of the public market. This
paper is an exploratory survey that examines Public Market in Korea.
Based on a literature synthesis, the public markets that are distributed
nationwide are classified into types commercial building type, jang ok
type, street type, mart type. The market is divided into active market
and inactive market, and realistic problems of public market are
identified. And to find out the problems of commercial infrastructure
and management to improve this. The survey was conducted from
December 2016 to January 2017 in 40 public market markets
nationwide.

5. Conclusion
The results of the study are as follows. The activation of the
market is also important for the government 's support system and
the system of selecting the support target, but most importantly, it
depends on the voluntary participation and activation of the merchants
constituting the market.
The causes of the mismanagement of the public market
management can be attributed to the lack of legal management
system in the public market management and the common property
and commodity management laws in the market management law, and
the absence of system and regulation of the regulations of local
governments.
It is necessary to establish the basis of the ordinance enactment of
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the local governments by providing support methods and standards for
revitalizing the public market through legal reorganization.
The realization of the rental fee can be seen as the need to
improve the willingness of merchants to make efforts to revitalize the
market and to utilize the financial resources of local governments.
In conclusion, legislation and reform of public market management
and operation, realization of rent, establishment of local government
ordinance standards, development fund, and establishment of public
market management organization are the foundation of solving all the
problems of the public market and revitalizing the public market.
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The Suggestion for Establishment of Korea Maritime Council
Jinhwan Kim**

2. Theoretical Overview

Abstract
There are approximately 400 liner services in operation today,
most providing weekly departures from all the ports that each service
calls. Liner vessels, primarily in the form of containerships and
roll-on/roll-off ships, carry about 60 percent of the goods by value
moved internationally by sea each year. The liner shipping sector
moves mostly containerized goods and vehicles. For example, HJS
and HMM are major shipping companies in the world, and they have
to comply with this regulations imposed by banks. But, investments
and newbuilding done by shipping has been decreased. Moreover, in
difficult markets, larger ships to reduce unit cost, that means less
cargoes(demand), much spaces(supply), which leads rather fierce
competition in last stage. In this modern maritime business, larger
ships is major trend to cope with hub and spoke concept and
economies of scales. It is necessary to establish some forum or
council to share maritime matters in field and in theory to cope with
difficult and competitive world shipping markets. Therefore, it is
strongly required to set up, Korea Maritime Council, so called, to
talk maritime matters generally as well as References
Keywords: Liner shipping, Overcapacity, Logistics Provider.

1. Liner shipping
- Liner shipping is the service of transporting goods by means of
high-capacity, ocean-going ships that transit regular routes on fixed
schedules.
- There are approximately 400 liner services in operation today,
most providing weekly departures from all the ports that each service
calls.
- Liner vessels, primarily in the form of containerships and
roll-on/roll-off ships, carry about 60 percent of the goods by value
moved internationally by sea each year.
- The liner shipping sector moves mostly containerized goods and
vehicles.
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- A boom and bust cycle is a process of economic expansion and
contraction that occurs repeatedly. The boom and bust cycle is a key
characteristic of today’s capitalist economies.
- During the boom the economy grows, jobs are plentiful and the
market brings high returns to investors. In the subsequent bust the
economy shrinks, people lose their jobs and investors lose money.
Boom-bust cycles last for varying lengths of time; they also vary in
severity.
- A boom refers to a period of increased commercial activity
within either a business, market, industry or economy as a whole.
For an individual company, a boom means rapid and significant sales
growth, while a boom for a country is marked by significant GDP
growth. In the stock market, booms are associated with bull markets,
whereas busts are associated with bear markets.
- A bust is a period of time during which economic growth
decreases rapidly. In the stock market, busts are usually associated
with bear markets. During busts, inflation decreases, and in extreme
cases, can cause deflation. In addition, unemployment rises, income
falls and demand decreases. Because of the cyclical nature of the
economy, a bust usually follows a boom in what is called the "boom
and bust" cycle.

3. Difficult Situations in Shipping
- IMF crisis in Korea in 1997
- Debit ratio of 200 % applied to all industries,
shipping industry
- Major shipping companies, HJS, HMM, have to
regulations imposed by banks
- Since then, investments and newbuilding done
been decreased
Instead, replied on long terms charter party based

including Korean
comply with this
by shipping has
on high c/p fee

4. World Economic Crisis
- World economic crisis coming from Rehman Brothers in
American makes world trade volumes down, which leads world
shipping business of derived demand in troubles
- Three variables was also struck in shipping markets, which are
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significant factors in shipping business such as oil price, charter
party, and rate.
- Overcapacity was overwhelming trend by major shipping
companies in order to overcome a difficult situations, in newbuilding

provider, etc.
- Especially, poor business exercised done by shipping companies
makes the situations got much worse
- Total management crisis in shipping companies internally and not
overlook world shipping markets externally

5. Overcapacity
7. Idea sharing Mechanism
- However, in difficult markets, larger ships to reduce unit cost,
that means less cargoes(demand), much spaces(supply), which leads
rather fierce competition in last stage
- Rather, time lag existed, it would be bad situations if not
recovered shipping markets
In this modern maritime business, larger ships is major trend to
cope with hub and spoke concept and economies of scales.
- Maritime sectors is linked with each independent area and
business, linkage effects in circled businesses.

- Asked to establish some forum or council to share maritime
matters in field and in theory to cope with difficult and competitive
world shipping markets.
- Keep and share and refer each party’s business situations to deal
with matters their own business difficulties
- Therefore, it is strongly required to set up, Korea Maritime
Council, so called, to talk maritime matters generally as well as
References

6. Lack of Management Skill

References

- Lack of know-how, expertise and information in maritime parties,
as government, bank, shipping companies, shipbuilding companies,
shipper, research institute, associations, port and 3rd party logistics

World shipping council (2017). Retrieved May 22, 2017 from
h t t p : / / ww w. wo r l d s h i p p i n g . o r g / a b o u t - t h e - i n d u s t r y /
how-liner-shipping-works
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A Study on Employment-centric Industries in Incheon
Using Machine Learning Method
Byong-Kook Yoo*, Soon-Hong Kim***

Abstract
The industrial structure in Incheon has a very significant difference
compared with the change in the industrial structure of the whole
country. Thus, reflecting those differences, the unemployment rate in
Incheon has always been higher than the national average. The
purpose of this study is to identify the employment – oriented
industries in Incheon area using machine learning techniques. First,
the relationship between employment ratio and employment by
industry was examined through regression analysis. Second, we
examined the characteristics of industrial areas with high employment
rate through decision tree analysis. Third, a random forest model was
used to predict regional employment changes. Through such a
machine learning model, the Incheon area still has a base of
traditional manufacturing, but it is characterized by the expansion of
the service industry such as wholesale and retail business. Machine
learning methods have multiple tools analyzing and reporting
complicated non-linear relationship in data effectively. In addition, a
random forest model was used to predict employment changes due to
industrial structure changes. This machine learning model shows that
beverage manufacturing industry has the highest employment rate in
Incheon and expansion of service industry such as wholesale and
retail business is prominent.
Keywords: Employment, Industrial Structure, Wholesale and Retail
Industry, Decision Tree, Random Forest, Machine Learning.

1. Introduction
The change in the industrial structure in Incheon has a very
significant difference compared with the change in the industrial
structure of the whole country. In Incheon, the proportion of the
service sector has increased sharply in both the production and
employment sectors, but the industrial structure is not progressing
smoothly (Oh, 2011). Reflecting these differences, the unemployment
rate in Incheon has always been higher than the national average or
the average of the five metropolitan cities since 2002 (MOEL, 2016).
What kind of industry is strategic industries with high employment
* Professor,
University.
** Professor,
University.

Department of International Trade, Incheon National
Korea. E-mail: bkyoo@inu.ac.kr
Department of International Trade, Incheon National
Korea. E-mail: snow8817@inu.ac.kr

inducement in Incheon area during the period of industrial structure
change? How can we find strategic industries that are appropriate for
local characteristics? Until now, many researches on finding out
strategic industries in the region have been mostly based on analysis
of case studies or expert opinions. For example, IDI (2015) selected
eight strategic industries in Incheon through a survey of experts.
The analytical unit is the small administrative unit in Incheon
Metropolitan City. In other words, through the analysis of the
relationship between the industrial structure (or the number of
employees by industry classification) and the employment of 146
dong or town units in Incheon city in 2012, we would like to
answer the following three questions. First, what are the industries
closely related to employment? Second, what are the industrial
characteristics of high employment rate regions? Third, how can we
predict the change in employment from these industries?

2. Methodology
Recently emerging machine learning methods are primarily based
on prediction from data and have multiple tools analyzing and
reporting complicated non-linear relationship in data effectively
(James, Witten and Hastie 2014). The most widely used machine
learning methods to predict employment change are decision tree,
random forest, and boosting. The general form of the empirical model
to be estimated in this study is as follows.
Y = f(X) + 
Here, the dependent variable Y is the population - employment
ratio of the 146 administrative units (employment / population), and
X, the independent variable, is a vector representing 41 industrial
employment (including service industry and manufacturing industries)
in administrative units.  indicates an error term.

2.1. Variable Selection
There are many ways to select variables, but in this study we
will use the best subset selection method. This method selects the
best subset of all the subset that can consist of 42 variables. We use
two criteria, BIC (Baysian Information Criterion) and Cp, which are
used most frequently. The optimal number of variables by Cp and
BIC is 16 and 11, respectively. Since the difference of the minimum
value of Cp is not large, it is set to 11 according to the BIC
standard in this study. The optimal variables selected for the 11
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variables are sewage disposal, wholesale and retail, transportation,
banking and insurance, food manufacturing, beverage manufacturing,
pulp and paper, rubber products, primary metals, metalworking and
other products.

3. Results

samples (Breiman 2001). This method produces surprisingly good
out-of-sample fits, particularly with highly nonlinear data. In fact,
Howard and Bowles (2012) claim that ensembles of decision trees
(often known as Random Forest) have been the most successful
general-purpose algorithm in modern times. Caruana and NiculescuMizil (2006) compare several different machine learning algorithms
and find that ensembles of trees perform quite well.

3.1. Regression analysis
The regression analysis model with the employment ratio as the
dependent variable for 2012 is to be set up. As independent
variables, we set the number of employees in 9 industries by 146
municipalities. Regression analysis shows that most of the variables
except for 'sewage disposal' are significant at the significance level of
1%. Among these, it was found that the ratio of employment in the
region (%) was positively influenced by beverage manufacturing, other
products, food manufacturing, primary metals, banking and insurance,
and wholesale and retail. This result shows that manufacturing
industry such as beverage manufacturing contributes more to the
increase in the employment rate of the whole region than service
industry such as banking and insurance, and wholesale and retail.
<Table 1> Result of regression analysis

<Figure 1> Result of Decision tree model

estimates standard errors t value

Pr(>|t|)

constant

14.2710

2.5701

5.5530

0.0000 ***

sewage disposal

-0.0596

0.0275

-2.1630

0.0323 *

wholesale & retail

0.0116

0.0037

3.1190

0.0022 ***

transportation

0.0070

0.0017

4.1230

0.0001 ***

banking & insurance

0.0135

0.0050

2.7100

0.0076 ***

food manufacturing

0.0465

0.0176

2.6410

0.0092 ***

beverage manufacturing

1.6294

0.2112

7.7130

0.0000 ***

pulp & paper

-0.1333

0.0412

-3.2380

0.0015 ***

primary metals

0.0367

0.0056

6.5290

0.0000 ***

0.0441

3.1740

0.0019 ***

other products

0.1399
n = 146,

  = 0.7476

4. Conclusion
The purpose of this study is to identify the employment - oriented
industries in Incheon area using machine learning techniques. First,
the relationship between employment ratio and employment by
industry was examined through regression analysis. Second, we
examined the characteristics of industrial areas with high employment
rate through decision tree analysis. Third, a random forest model was
used to predict regional employment changes. Through such a
machine learning model, the Incheon area still has a base of
traditional manufacturing, but it is characterized by the expansion of
the service industry such as wholesale and retail business.

3.2. Decision Trees
What are the industrial characteristics of the regions with high
employment population ratios? The model that can best guess the
answer to this question is the decision tree model. In <Figure 2>, the
most important characteristic of the region with high employment
ratio is that the proportion of employment in wholesale and retail
trade is high. That is, if the employment of wholesale and retailers
exceeds 1,539 persons, it belongs to Node 9.

3.3. Random Forest Model
Random forest is a technique that uses multiple trees. Random
forest build a number of decision trees on bootstrapped training
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Use Intention of Chauffeured Car Services by O2O and Sharing Economy
Xiu-Fu Tian*, Jong-Ho Lee***

Abstract
The emerging enterprise of chauffeured car services developed
rapidly in the past two years. Therefore, it is necessary to explore
the influencing factors of use intention of the chauffeured car services
users. First, master the recognition and market status of chauffeured
car services with existing literature; and analyze the influencing
factors of their use intention; second, through active use of O2O and
shared economy, put up with operation strategy in line with their use
intention. Personal Propensity to Trust significantly affects the Initial
Trust of chauffeured car services users. Firm Reputation significantly
affects the Initial Trust and use intention of chauffeured car services
users. Initial Trust significantly affects the use intention of
chauffeured car services users. Performance Expectancy and Effort
Expectancy significantly affect chauffeured car services users’ use
intention. In conclusion, the enterprise should make efforts to improve
users’ initial trust in order to attract their attention. Second,
performance expectancy and effort expectancy significantly affect
chauffeured car services users’ use intention. Social influence also
significantly affects the use intention of chauffeured car services
users. It means friend recommendation or mass media influences
users’ intention. So, it is more important to increase differentiated
benefits, advertising and publicity of chauffeured car services.
Keywords: Chauffeured Car Service, O2O, Initial Trust, Use
Intention.

1. Research Model
Research model in this study is established as followed figure.

2. Operational Definitions
Operational definitions in this study are derived from previous
studies as below table.
Variable

Operation definition
NO.
The degree of safety of
chauffeured car services’
transaction environment
Structural
(law, regulation,
4
Assurances
third-party certification and
assurance) in the eyes of
users.
Based on personal life
Personal
background and values,
I
Propensity
4
user’s degree of trust in
T
to Trust
chauffeured
car
services
M
The public’s recognition
Firm
of chauffeured car services
Reputation
enterprises.
Initial
Trust

* First Author, Ph. D. Student in Electronic Commerce, Kongju National
University, Korea. Tel: +82-41-850-8255,
E-mail: wu3140025@naver.com
** Corresponding Author, Professor, Dept. of Kongju National University,
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User’s trust arising from
their first use of
chauffeured car services.

Users think chauffeured
U
T Performan car services can improve
A
ce
U expectancy the efficiency of business
T
and life.

4

4

4

Previous Studies
McKnight &
Cummings(1998)
Oliveira et al.(2014)
Wu & Lee(2017)
McKnight &
Cummings(1998)
Oliveira et al.(2014)
Wu & Lee(2017)
McKnight &
Cummings(1998)
Oliveira et al.(2014)
Wu & Lee(2017)
McKnight &
Cummings(1998)
Oliveira et al.(2014)
Wu & Lee(2017)
Daviset et al.(1989)
Venkatesh et al.(2003,
2012)

Xiu-Fu Tian, Jong-Ho Lee / 13TH INTERNATIONAL CONFERENCE 313-315

314
Variable

Operation definition

Effort
Users think it easy to use
expectancy chauffeured car services.
The impact of the users’
important people or
Social
surrounding public opinion
influence
on their use of
U
chauffeured car services.
T
How users think the
A
existing organizations and
U
Facilitating
technical equipments
T
conditions
support chauffeured car
services.
Users’ intention to use
Intention chauffeured car services
of Use
and recommend them to
others.

NO.
4

Previous Studies
Daviset et al.(1989)
Venkatesh et al.(2003,
2012)

4

Venkatesh et al.(2003,
2012)

4

Venkatesh et al.(2003,
2012)

4

Daviset et al.(1989)
Venkatesh et al.(2003,
2012)

3. Hypotheses Results
Hypotheses results in this study are derived from empirical
analysis. The results are summarized as belowed figure.
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The Factors on Relation between Sharing Economy
Characteristics and Consumer Traits
*

Qing-Zhu, LI*, Jong-Ho Lee**

Abstract
The purpose of this study is to grasp the concept, characteristics
and application status of sharing economy based on the existing
research and to summarize the study on the characteristics of the
sharing economic service and consumer characteristics. Second, this
study attempts to derive a research model based on research on
sharing economic service, consumer characteristics, satisfaction,
reliability and reuse intention. Third, it analyzes the factors and
influences of consumers' intention to reuse of sharing economy.
Fourth, Based on the results of this study, we suggest strategy of
service activation for the sharing economy enterprises. The
questionnarie was created to examine every relevant variables to
practical and theoretical implications were discussed. Through the
process, IBM SPSS Statistics 23.0 and IBM SPSS AMOS 23.0. were
used. It is meaningful to identify the revenue mechanism of the
business model of the sharing economic platform. In this study, we
systematized the theoretical structure by examining existing studies on
the characteristics of the sharing economic service and consumer
characteristics, and by examining empirically. After then, satisfaction
and reliability are related to the characteristics of Sharing Economic
Service(Security, Conveniency, Discount, Sharing, Social Interaction),
and Consumer Characteristics(Personal Innovation, Word-of-Mouth).
The sharing economy business is significant in that it is a new
consumption trend that changes the meaning of consumption to
consumers.
Keywords: Sharing Economy, Consumer Characteristics, Satisfaction,
Reuse Intention.

1. Theoretical Background
The related researches are summarized as follows(<Table 1>).

* First Author, Ph. D. student of E-Commerce, Dept. of Electronic
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2. Operational Definitions
Operational definitions in this study are derived from previous
studies as below(<Table 2>).

3. Research Model
Research model in this study is established as follows(<Figure 1>).
Sharing Service
Attributes
Security
Conveniency

Satisfaction

Discount
Sharing
Reuse Intention

Social Interaction

Consumer
Attributes
Personal
Innovation

Reliability

Word-of-mouth

<Figure 1> Research model
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<Table 1> Related research
Characteristic
Researcher

Sharing Service
Consumer Attributes
Social
Personal Word-of Self
Security Conveniency Discount
Circularity Sharing Delivery Accessibility Safety
Sensitivity
Interaction
Innovation -mouth Efficacy
○

YOON Byeonghoom(2017)
Jae-Pilcha(2016)

○

Zhong-Bo, Guo(2016)

○

○

○
○
○

Jiho Yun(2016)
○

Zeng-Jun, Sun(2015)
○

Lin-Lin, Fan(2015)

○
○

Run-Ze, Wu(2015)

○

○

Wei-Gu(2015)
○

Fei-Li(2015)

○
○

○

○

○

○

○

○

○

○

○
○

○

○
○

○

○

○

Han, Ki-Hun(2012)
Lee, Jae-Peel(2011)

○

Guo-Shan, Jin(2010)

○
○

Ryan Dube(2007)

○

○
○

○

Gene Smith(2007)
Kim, Lee, Han, ＆
Lee(2002)
Kaynama et al.(2000)

○
○

○

Shuo-Zhang(2012)
Woo Taek Kim(2012)

○

○

Miao-Wang(2015)

○

○

Yang-Li(2015)
Shang Guan-Jin Long(2015)

○

○

Sahim Annette Shin(2016)

○

○

○

○

○

○

<Table 2> Operation definition
Variable

Operation definition

NO.

Security

provision of service on the related area

4

Conveniency

service availability of sharing economy service regardless of
consumer’s time and location

5

Discount

Sharing
Service

Sharing

intention of using lower price when sharing economy service 5

intention of common using necessary information when
sharing economy

problem solving process with quick response and feedback
Social Interaction on information exchange, provision of consumer information,
consumers’ opinions
Consumer
Attributes

Personal
Innovation
Word-of-mouth

quicker adoption on new technology or products than other
people
transformation behavior of when sharing economy service
information into language through consumer’s experience

Previous Studies
YAO YAO(2012)
Eunju Jeon(2015)
Brown, L. G.(1990)
Gefen. D., & Straub,D.W.(1997)
Grewal, D., Monroe, K. B., & Krishnan, R.(1998)
Anckar, B., & D. D’Incau(2002)
Gilbert, D. C., ＆ Jackaria,N.(2002)

4

Cho, D. H., ＆ Leckenby.J.D.(1999)
Chen, C. J., ＆ Hung, S. W.(2010)
Yong-Ha Jung(2007)

4

Yoo, C. Y. ＆ P. A. Stout(2001)
Choi Yong-Gil, Park Jong-Won(2007)
Deighton, John(1996)

4
4

Yong-Ki Lee et al.(2011)
Her,Mi Kyung(2007)
Fisher, R. J., & Price, L .L.(1992)
Ranaweera, C. ＆ Prabhu,J.(2003)
Kim Jin-Yeong, KangByung-Suh, Cho Chul-Ho(2010)
Zheng Rong Rong(2014)

Satisfaction

consumer’s satisfaction degree of sharing economy service

4

Reliability

consumer’s belief on information provided by their sharing
economy service

4

Jarvenpaa, S. L., Tractinsky. N., & Vitale, M.(2000)
Goldsmith, R. E., Lafferty, B. A., & Newell, S. J.(2000)
Shin Dong Woong(2013)

Reuse Intention

consumer’s reuse intention of sharing economy service after
using it

4

Bitner, M. J.(1990)
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The Effects of Dessert Cafe Franchise’s Experiential Value on Lovemarks and Brand
Loyalty: Focusing on the Control Variables by Structural Equation Model
Ki-Soo Kim*, Sung-Hun Kim**, Sung-Ho Cho****

Abstract
The purpose of this research is to examine the relationship
between Franchise’s experiential value, lovemarks, and brand loyalty.
Control variables such as age, occupation, education, monthly income,
and kinds of restaurant are included to measure influence on these as
well. Thus, this study attempts to verify the relationship between the
experience value of the dessert cafe franchise, i.e., playfulness and
aesthetics, on the influence of lovemarks and brand loyalty using
control variables. 500 questionnaires were distributed from June 10th
to July 10th, 2017. 315 respondents were totally included in this
analysis using SPSS and AMOS program. In order to test hypothesis,
factor analysis and reliability verification firstly were employed, and
then covariance structure analysis was used. Empirical results are as
followed. First, it can be mentioned that the esthetics of dessert cafe
is analyzed to have a positive effect on the perception of love and
respectful perception. Second, playfulness has a positive effect on
perception of love. Third, respect perception has a positive effect on
brand loyalty. In summary, it can be stated that it is necessary for
marketers to establish marketing strategies in order to boost
customers’ experiential value such as esthetics of franchise and also
to strengthen lovemarks for respectful recognition and brand loyalty.

restaurants related to food service companies such as bakery and
coffee shop franchises (Park, 2017).
Therefore, many researchers are actively conducting research on
food service industry regarding dessert café franchise. Especially, most
of the studies have been measured various types of variables and
relationships for food service industry sectors. Recently, studies using
structural equation models have been spreading, and various types of
studies have been conducted on these variables. However, using the
structural equation model, studies on the relationships of control
variables are rarely used, and even if they are used in articles, they
play a role of subordinate variable level that does not significantly
affect the results of the research. In particular, there are few studies
that have conducted the concept of control variables and their
necessity (Yu, 2015).
For these reasons, this study attempts to verify the relationship
between the experience value of the dessert cafe franchise, i.e.,
playfulness and aesthetics, on the influence of lovemarks and brand
loyalty using control variables. In addition, the concept and
characteristics of exogenous variables and control variables are
analyzed and the research model is developed by using experiential
value, love mark and brand loyalty of dessert cafe franchise to study
the importance of control variables. This study is different from other
researches because the empirical study on the analysis using the
control variables has rarely conducted.

Keywords: Franchises, Experiential value, Lovemarks, Brand Loyalty.

2. Literature Review
1. Introduction
In the Korean food service industry recently, desserts and cafe
brands have increased substantially (Kang, 2017). Ministry of
Agriculture, Food and Rural Affairs and Korea Afro-Fisheries & Food
Trade Corp. reported that the domestic dessert dining market reached
8,967 billion won. This accounts for 10.7% of the market share
compared to the whole eating out market. It is estimated that the
total market size will be larger than the sum of the sales of dessert
products of general food companies and the figures of sales of
* Professor, Dept. of Hotel Administration, Kimpo University, Korea.
E-mail: kisookim@kimpo.ac.kr
** Assistant Professor, Dept. of Airline Services, Korea Tourism College,
Korea. E-mail: sunghunkim@ktc.ac.kr
*** Assistant Professor, Dept. of Culinary Arts, Kimpo University, Korea.
E-mail: shcho@kimpo.ac.kr

The franchise business receives a supply of funds and labor
shortage of the franchise headquarters and provides certain support
and education to franchisee business operators to more effectively sell
their products and services. The franchisee are characterized by a
franchise system that operates the business by receiving the proven
brand image and management (Zimmer & Scarborough, 2008)
As a Experiential value, it means intrinsic, extrinsic profit or
exchange value perceived based on the interaction of consumption
environments that occurs in the process of consumers using products
and services or objectively evaluating products. It affects personal
attitudes and behavior towards services (Holbrook & Corfman, 1985).
Experiential value is ultimately considered as a very important
variable for understanding consumer behavior. Because it is possible
to decide customers' repurchase motivation based on Experiential
value (Holbrook, 1986). In Holbrook (1994), the dimension of
experiential value was divided into esthetics, playfulness, consumer
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return on investment, and service excellence. As a sub-component of
Experiential values, visual appeal, entertainment value, escapism,
intrinsic value, efficiency, and economic value were classified by
Mathwick, Malhotra, and Rigdon (2001).
Lovemarks is a concept presented by Roberts (2004), CEO of a
global advertising agency. it means the importance of brand emotion
of customers. For this meaning, lovemarks is defined as beyond
reasonable loyalty and presents as the ultimate point of future brand.
In existing Lovemarks research, most studies are set up by using
Lovemarks transformation as a single constituent concept and using it
as the final result variable of the research model.
Brand loyalty is a state of immersion in trying to repurchase a
preferred product or service, or to become a regular customer, and
tends to repurchase the same brand (Oliver, 1999). In many previous
studies of brand loyalty, brand loyalty is divided into attitudinal and
behavioral parts of customers (Anisimova, 2007). The view of these
researchers is classified as loyalty based on loyalty and psychological
state based on common purchasing behavior. Therefore, brand loyalty
has been diversely defined by many researchers as the ultimate goal
that companies are seeking.

3. Hypotheses
Based on previous researches, each hypothesis was established;
<H1> Esthetics will have a significant impact on love recognition.
<H2> Esthetics will have a significant impact on respectful recognition.

<H3> Playfulness will have a significant impact on love recognition.
<H4> Playfulness will have a significant impact on respectful
recognition.
<H5> Esthetics will have a significant impact on brand loyalty.
<H6> Playfulness will have a significant impact on brand loyalty.
<H7> love recognition will have a significant impact on brand loyalty.
<H8> Respectful recognition will have a significant impact on
brand loyalty.

4. Results and Conclusion
The AMOS analysis result for this study model yielded the values

  =182.780, df=127, p=0.001. The fit index, which is RMR = 0.048,
GFI = 0.927, AGFI = 0.880, NFI = 0.842, IFI = 0.946, TLI = 0.913
and CFI = 0.942, exceeded the recommendation index. Therefore,
there is no notable difficulties in estimating the relationship in this
study. As the fit of the model is not highly correlated with the
control variables, there is no problem in the discrimination validity
between the control variables. Among the research hypotheses, 4
hypotheses were selected for having a t-value of above 1.645.
The relationship between esthetics, playfulness, respect, love, and
brand loyalty of the dessert cafe franchise was examined. First,
playfulness has a significant impact on love recognition (t = 1.905),
but it does not have a significant impact on respectful recognition (t
= 1.136). Second, esthetics has a significant impact on love
recognition (t = 2.723) and respectful recognition (t = 1.871). Third,

<Table 1> Result of Parameter Estimates for Research Model
Estimate

S.E.

C.R.

P

conclusion

Love

Pathway
<---

Playfulness

0.588

0.309

1.905

0.057

selection

Respect

<---

Playfulness

0.286

0.251

1.136

0.256

dismiss

Love

<---

Esthetics

0.746

0.274

2.723

0.006

selection

Respect

<---

Esthetics

0.339

0.181

1.871

0.061

selection

Brand loyalty

<---

Playfulness

-0.033

0.275

-0.121

0.904

dismiss

Brand loyalty

<---

Esthetics

0.329

0.367

0.898

0.369

dismiss

Brand loyalty

<---

love

-0.379

0.405

-0.936

0.349

dismiss

Brand loyalty

<---

respect

0.979

0.268

3.654

***

selection

Love
Love
Love
Love
Love
Respect
Respect
Respect
Respect
Respect
Brand loyalty

<--<--<--<--<--<--<--<--<--<--<---

Age
Occup
Educa
Income
Restau
Restau
Income
Educa
Occup
Age
Age

after inputting control variables
0.043
0.066
0.071
0.062
-0.012
0.042
0.032
0.057
-0.051
0.032
0.031
0.032
0.1
0.059
-0.067
0.042
0.044
0.062
-0.033
0.065
0.053
0.071

0.647
1.153
-0.293
0.562
-1.586
0.979
1.691
-1.585
0.717
-0.505
0.75

0.518
0.249
0.77
0.574
0.113
0.327
0.091
0.113
0.473
0.614
0.453

-

Brand loyalty

<---

Occup

-0.017

0.067

-0.247

0.805

-

Brand loyalty

<---

Educa

0.073

0.046

1.581

0.114

-

Brand loyalty

<---

Income

-0.003

0.062

-0.047

0.963

-

Brand loyalty

<---

Restau

-0.056

0.044

-1.27

0.204

-



Fit of Index : X = 182.780, DF=127, p=0.001, Q=1.439, RMR=0.048, GFI=0.927, AGFI=0.880, NFI=0.842, CFI=0.942
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playfulness (t = -0.121), esthetics (t = 0.898), and love recognition (t
= -0.936) did not impact brand loyalty significantly. On the other
hand, respectful recognition (t = 3.654) has a significant impact on
brand loyalty. In addition, income (t = 1.691) of the control variables
had a significant impact on respectful recognition. However, it was
proved that the control variables such as age, occupation, education,
and kind of restaurants did not significantly impact on esthetics,
playfulness, love recognition, and brand loyalty.
In conclusion, this study simply presents scientific implications to
actual franchise dessert cafe applications. First, it can be stated that
the esthetics of dessert cafe is analyzed to have a positive effect on
the perception of love and respectful perception. Second, playfulness
has a positive effect on perception of love. Third, respect perception
has a positive effect on brand loyalty. Based on results, it is
important for marketers to build marketing strategies in order to lift
customers’ experiential value such as esthetics of franchise and also
to reinforce lovemarks for respectful recognition and brand loyalty.
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An Empirical Study on the Nonlinear Relationship between
Product Modularity Strategy and Customer Satisfaction
*

Sunil Hwang*, Eung-Kyo Suh**

Abstract
To meet the needs of various customers in an uncertain market
environment, many companies use product modularization strategies.
Modularization of a product means that one product consists of
several components and that the type of product can be changed
according to the combination of components. There are many prior
studies that modularization of such products positively affects the
operational performance (manufacturing cost, fast delivery, etc.) and
innovation of the product. However, excessive modularization has
been found to have a negative effect on this performance.
Supplementing these academically insufficient parts is very necessary
when considering the current market environment. In order to make
up for the shortcomings of academic research in Korea, this study
collects data through questionnaires in electronic, auto, and defense
industry. based on lots of previous studies and information overload
theory, we made two hypothesis and verify with empirical analysis.
As a result of the study, modularization of products showed positive
relationship with customer satisfaction to a certain level. However, it
has been found that when the modularization is over and beyond a
certain level, there is a negative relationship with customer
satisfaction. Excessive modularization of products can have a negative
impact on customer satisfaction. Therefore, it is important for
companies to apply appropriate modularity to product design.
Keywords: Product Modularity Strategy, Customer Satisfaction, Non
liner Relationship.

1. Introduction
Modularization means that a product consists of several
components and is designed independently, but functions as a single
product (Baldwin & Clark, 2000). In the early days, IBM's computers
were able to adopt a product modularity strategy to provide a
competitive advantage by offering a variety of products to their
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customers while quickly responding to market demands (Baldwin &
Clark, 1997). Product modularity is recognized as a very important
product strategy to reflect increasingly complicated customer
requirements to products and to respond to the needs of various
markets (Sanchez & Mahoney, 1996). However, Google's Ara project,
which was targeted for launch in 2017, was officially discontinued in
September 2016. While there are many opinions and analyzes on this
phenomenon, analysis that excessive application of modularization has
caused the interruption of the project has attracted attention (Windsor,
2015).
In the academic fields, several studies have been conducted on this
phenomenon (Ulrich, 1995; Lau, Yam, & Tang, 2011). Some studies
have shown that product diversity resulting from excessive
modularization can have a negative impact on product innovation
(Bayus & Putsis, 1999). However, it is hard to find that excessive
modularization of products negatively affects customer satisfaction.
Therefore, this study is deemed worthy of satisfying such academic
curiosity.

2. Theory background
2.1. Product Modularity
The importance of modularity has been discussed by many
scholars early on (Starr, 1965; Ulrich & Tung, 1991). These
discussions have been progressively developed and many studies have
been done in the context of modularization of products in the rapidly
changing market environment (Sanchez & Collins, 2001; Ketchen &
Hult, 2002). The greatest feature of modularity is that changes in one
component do not significantly affect the physical changes in the
other components to which they are connected (Sanchez & Mahoney,
1996). This feature has the effect of making it very simple for
complex products.
In fact, Baldwin and Clark (1997) emphasized that product
modularity can be a very useful manufacturing strategy in the context
of rapidly changing customer requirements and increasingly complex
technology environments. Modularization has been studied as an
effective way to meet the needs of various customers while
maintaining mass production (Pine, 1993). As a result of analyzing
these previous researches, modularization of products improves product
innovation (Lau et al., 2011) and enables quick launch into the
market (Sanchez, 2000; Ulrich, 1995). It also showed that product
diversity and process flexibility increase the positive effect on
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customer satisfaction (Gualandris & Kalchschmidt, 2013).

Based on the above hypotheses, we present a research model as
shown in <Figure 1>.

2.2. Dysfunction of diversity
The diversity of products increases operational performance, but
there is a study (Quelch & Kenny, 1994) that the cost of increasing
diversity beyond a certain point increases faster than the cost of
increasing operational performance. In particular, Bayus and Putsis
(1999) investigated the computer industry from 1981 to 1992 and
found that excessive product diversity increased product prices. It is
also argued that excessive diversification of products can reduce the
economies of scale (Lawrence & Spiller, 1983). And Lau et al.
(2011) asserted that if the modularity is overemphasized, the
standardization of the interfaces between the components can be a
hindrance to product innovation.
<Figure 1> Research Model and Hypotheses

3. Hypotheses and Research Model
4. Empirical Analysis
3.1. Product Modularity and Customer Satisfaction
4.1. Data collection and description
As we have seen in many previous studies, the modularization of
products can increase the diversity of products and satisfy the needs
of various customers. In other words, a variety of connections
between components connected by a standardized interface means that
as many products as possible can be provided to customers (Baldwin
& Clark, 2000). In addition, it is possible to develop individual
products between the organizations responsible for the components,
thus satisfying the needs of customers who want new products
rapidly (Lau et al., 2011). Therefore, the following hypothesis can be
established.
<Hypothesis 1> There would be positive relationship between
product modularity and customer satisfaction.
However, if the degree of modularization of the product is
excessive, adverse effects may occur. If the diversity of products that
can be achieved through modularity is too much, the effect of
reduced manufacturing costs that could be achieved through
economies of scale is reduced (Quelch & Kenny, 1994). Therefore,
they will not be able to provide satisfactory products to customers. In
addition, modularization of products achieves product innovation
through combination of its various components (Pine, 1993), while
excessive modularization has made it more complicated to make the
combination approach more confusing to customers (Ethiraj &
Levinthal, 2004). Matzler et al. (2007) argued that too complex
modularization should be avoided because non-specialist customers
may experience task complexity when they make too many
combinations of modular products. Therefore, the following hypothesis
is established.
<Hypothesis 2> There would be inverted U relationship between
too much excessive product modularity and
customer satisfaction.

Based on previous researches on industrialization, which has a lot
of modularization, the automobile industry data was received from the
Korea Automobile Industry Cooperative Association (KAICA), the
electronics industry data from Korea Electronics Association (KEA),
and the defense industry data from Korea Defense Industry
Association (KDIA). The data used in this study is 103. <Table 1>
shows the characteristics of the overall data.
<Table 1> Sample Characteristics
Remarks
Auto Industry
Electronic Industry
Industry
Defense Industry
Sub Total
Below 100 person
101–300 person
Number of
301–500 person
full-time
Workers
over 501
Sub Total
below 9.9 M
10-30 M
Annual
30.1-50 M
Sales
over 50.1 M
Sub Total

Frequency
43
30
30
103
29
14
9
51
103
12
21
6
64
103

Percentage(%)
41.74
29.13
29.13
100
28.16
13.59
8.74
49.51
100
11.65
20.39
5.83
62.13
100

4.2. Measurement Variables
The product modularity was used as independent variable is based
on the measurement items used in Forza and Salvador (2000), Tu,
Vonderembse, Ragu-Nathan, and Ragu-Nathan (2004). And to
accurately measure the influence of independent variables on dependent
variables, annual sales, number of full-time workers, industrial dummy
variables, supplier absorptive capacity, communication level, product
newness were used as control variables. customer satisfaction was
used as dependent variable.
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5. Empirical analysis
5.1. Unidimensionality, Reliability, and Validity
Exploratory factor analysis recommended by Koufteros et al.
(2007) was conducted to verify unidimensionality. Loading value of
all measurement variables are over 0.6. To measure the reliability, the
Cronbach’s alpha value was used in this study. Cronbach’s alpha
value exceeded 0.7 (Hair et al., 2010). For confirmatory factor
analysis, this study used R program and applied Lavaan package. The
analysis shows that all factors exceed the factor loading of 0.6 and
these values are statistically significant. Therefore, it can be concluded
that the convergence validity is no problem in this study (Hair et al.
2010). And CFI = .97, TLI = .96, and RMSEA = .052, are all
suitable for recommended value. Therefore, it can be said that the
suitability is secured. Also discriminant validity was check through
average variance extracted(AVE) recommended by Fornell and
Larker(1981). And Common method bias was confirmed through
Harman’s one factor test (Podsakoff, MacKenzie, Lee, & Podsakoff,
2003).

As a result of analysis, customer satisfaction increased with
increasing product modularity (beta = .185, p <.05). Therefore,
<Hypothesis 1>, which predicted that there is a positive relationship
between product modularity and customer satisfaction, could be
adopted (see Model 1). Second, to test <Hypothesis 2> that too much
excessive product modularity would have a negative impact on
customer satisfaction, we used an squared product modularity. The
analysis results are shown in Model 2. As a result of the analysis,
squared product modularity has a negative relationship with the
dependent variable customer satisfaction (beta = -.128, p <.05).
Cohen, Cohen, West, and Aiken (2003) and Lau et al. (2011) have
presented a previous study similar results that empirically support
these analysis. As shown in <Table 2>, the R2 value in Model 1 is
2
2
0.269 and the adjusted R value is 0.210. In the model 2, R is
2
0.289 and the adjusted R is 0.225. At this time, the change of F
value changed from 4.507 to 4.577, and this change was statistically
significant (p <.01). Therefore, <Hypothesis 2> can be adopted that
there is a negative relationship between too much excessive product
modularity and customer satisfaction.

5.2. Hypotheses Testing

6. Discussion and Conclusion

In order to investigate the effect of the modularization of the
product presented for the purpose of this study on the customer
satisfaction, two hypotheses were suggested based on the theoretical
background. To verify the proposed hypotheses, the SPSS 23.0
program was used. In this study, product modularity and product
modularity2 were set as independent variables and customer
satisfaction was a dependent variable. In order to accurately measure
the influence of independent variables on dependent variables, we
used six control variables such as industrial dummy variables, annual
sales, number of full time workers, and so on. The results are shown
in <Table 2>.

6.1. Discussion

<Table 2> Result of Regression Analysis
DV : Customer Satisfaction
Model 1
Model 2

Control
Variables

Independent
Variables

Supplier Absorptive Capacity

.677***

.674***

Communication Level

.131

.166

Annual Sales

.023

.038

Number of Full-time Workers

-.052

-.066

Product Newness

.120**

.127**

-.044

.029

-.163

-.141

.185**

.404**
-.128**
.289
.225
4.577
<0.001

Electronic
Industrial
Industry
Dummy
Defense
Variables
Industry
Product Modularity
Product Modularity2
2
R
2
Adjusted R
F
p-value

*** p < .01, ** p < .05, * p < .1

.269
.210
4.507
<0.001
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This study focuses on whether product modularity and customer
satisfaction are formed in a simple linear relationship and whether the
modularization merits disappear at a certain level and that nonlinear
relations negatively affect customer satisfaction. As a result of the
analysis, it was found that customer satisfaction increased as the
product modularity proceeded. These result is consistent with previous
studies that modularization of products can satisfy various customer
needs and can increase customer satisfaction because they can be
released to the market quickly (Sanchez, 2000; Ulrich, 1995). The
result shows that there is a statistically significant relationship
between the product modularity squared and the customer satisfaction.
And the relationship was expressed as a negative relationship, not a
positive relationship. The too much excess modularization of the
product, which was negatively related to customer satisfaction, can be
interpreted as showing an inverted U-shape after a certain point (Lau
et al., 2011). This result is similar to the previous study that if the
modularization of the product is excessive, it can have a negative
impact on operational performance (Matutes & Regibeau, 1988;
Quelch & Kenny, 1994) and product innovation (Lau et al., 2011).
The modular design of the product has the advantage that it can
cope with the complicated and various customer needs through
various combination of the components constituting the product. This
feature has been used as a very useful tool to use the manufacturing
strategy of mass customer satisfaction (Gualandris et al., 2014).
However, this study shows that modularization of excessive products
can be a threat to customer satisfaction. If too many components are
presented due to excessive modularity of the product, customers may
be rather confused. Such a phenomenon is well explained in the
information overload theory that confusion or difficulty in making the
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right decisions due to the bounded rationality of humans when the
amount of information given in the decision making process is too
much (Jacoby, 1975).

6.2. Academic contribution, limitation and future research
This study has academic significance in demonstrating the
nonlinear relationship between product modularity and customer
satisfaction, which was a few addressed in the previous studies. In
addition, if the modularization option of too many products is
presented, it can be said that the consumer is not satisfied with too
much increase of the choice, the information overload phenomenon
may cause the satisfaction level to drop. In future studies, multi-level
analysis is needed to explicitly control the differences among
industries. And it is necessary to expand the industrial groups.
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Alibaba's E-Commerce Strategy
Se-Jin Kim**

Abstract
After Steve Jobs invented mobile phone, PC is not needed.
Alibaba took reaction to mobile system. In 2011, Alibaba opened
mobile app of Taobao to enjoy shopping by hand phone. Since then,
e-commerce in China was switched to be mobile commerce, and SNS
made appearance to combine e-commerce with SNS. Artificial
learning Deep Learning detects features from non linear relation to
make modeling. In 2012, Chinese market became the largest
e-commerce market in the world: Alibaba, one of e-commerce market
in China, ranked 1st position of same business to rush into 1st rank
in world market. Alibaba made use of B2B, B2C and C2C platform
among which B2B platform was representative. Alibaba group had
head office in Zhejiang Sheng, China: E-commerce market R&D
center in China released monitoring report of 2012 Chinese
e-commerce market said that capital city of China was center of
Chinese e-commerce to develop Alibaba at increase of Internet. O2O
moves from online to offline, or from offline to online. For instance,
calling of a taxi online brings customer, and rent a car brings a car
in front of house. O20 is mostly applied. When Alibaba's operators
often do not give goods after being paid and do not contact, users
shall not make use of Alibaba. Alibaba shall take strong measure and
have regulation against user's damage and reform laws and
regulations.
Keywords: Alibaba, E-Commerce, Strategy.

1. State of Alibaba development
After Steve Jobs invented mobile phone, PC is not needed.
Alibaba took reaction to mobile system. In 2011, Alibaba opened
mobile app of Taobao to enjoy shopping by hand phone. Since then,
e-commerce in China was switched to be mobile commerce, and SNS
made appearance to combine e-commerce with SNS. Artificial
learning Deep Learning detects features from non linear relation to
make modeling. The computer analyzes and learns data by itself to
make systematic modeling and to accumulate and analyze text, image
and imaging data. Deep learning made use of image cognition and
patten analysis to develop distribution very much to satisfy
* Sweeters Co., Korea. E-mail: managingeditor@hanmail.net

consumer's needs. Forecast of demand of each product keeps
inventory in advance to shorten delivery time and to make change of
concept of online distribution. Show-rooming allows to see product
offline and to buy at the lowest price online. And, after paying
online, customer is given service and goods offline. Users may
consume conveniently and sellers can do various kinds of promotion.
Customers need to carry wallet when outgoing, and reserve restaurant
and pay by mobile phone and get event coupon of events and
personal information. Promotion for consumer can be done
immediately to raise customer loyalty.

2. Problem Analysis
2.1. SNS problem
SNS market has been already saturated. Professionals say that
discovery of new market has low success rate because of too many
special service. SNS is frequently said: Venture business investor lost
interest and watch trend of the industry. Rapid increase of loss of
e-commerce by SNS made consumers feel uneasy. Price comparison
site and open market were used for fraud in the past. These days,
SNS lures consumers. For instance, consumers could not be given
goods not to contact seller at shoes, garment and fashion products,
for instance, suspension of managing, closure and no contact. Fashion
product occupied 1115 cases of 1651 cases. Payment in cash was
difficult to rescue. In the first quarter of 2016, e-commerce by
mobile device exceeded that of PC to increase loss.

2.2. Artificial intelligence's problems
Wyoming University research team published the thesis with title
of "Deep neural network can be an idiot easily." to say problems of
artificial intelligence. The intelligence classified 'noise and pattern'
having no value at human eyes into baseball, emperor penguin and
bubble to have 99% of exactness because of learning data. When
making computer vision neural net, learners learned difficult problems
to have unexpected input. People infer by extrapolation, and artificial
intelligence do by interpolation to produce problem of overfitting.
Overfitting makes learners be familiar to learning data too much not
to solve actual problems. Deep learning that makes use of more
variables than other artificial intelligence does, so that it is very
much weak to overfitting. The research team intentionally made data
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to let artificial intelligence give strange answer: This is because
artificial intelligence may make bad use of data at wide range of the
use to attack. When men input by themselves at the stage of
supervised learning, artificial intelligence learns to require a lot of
hands and to be boring. For instance, political report that men made
based on previous report belongs to supervised learning. Basic design
shall define connection of layers and structure to find out optimum
model by identifying all of paths.

considering trend of international e-commerce and development of
new e-commerce transaction. An environment shall be made to keep
in good harmony with existing operators to decide upon either
business oriented or employee oriented: OAO that is development
from O2O includes product integration, logistics integration and
member integration. Make use of OAO to cognize customer data
carefully to be based on data collection and to solve problem of
stabilization of revenue model.

2.3. O2O's problems

4. Alibaba, No.1 business at e-commerce market in China,
suggested way to be the largest business in the world:

O2O has problem that revenue model has not been stabilized. O2O
commonly produces sales by service commission that has limitation
on getting of revenue. Existing operator may oppose, and conflict
with existing market produces large scale of jobless to create social
problem. Seoul Metropolitan Government, Internet Advertising
Foundation of Korea, and Seoul Metropolitan Police Agency made
agreement to build up safe e-commerce environment and to inspect
consumer's risk factor. SNS is applied to all of industries to combine
with other services.

3. Artificial intelligence's counteraction
3.1. SNS counteraction
Semi supervised learning can overcome disadvantage of supervised
learning. Supervised learning puts answer into 100 data, and semi
supervised learning does answer after selecting to let artificial
intelligence select similar data and put answer. Automatic learning
neural network can be used to put answer into the data, so that new
neural network learns. GPU and high performance hardware can be
used and placed regularly. Drop-out is used to solve over-fitting of
deep learning that all of neural networks learn and some of nodes at
random learn. When learning, select nodes at certain ratio to make 0
of output and to estimate output of neural network: Complexity of
implementation can be solved to have excellent effect and to vary
nodes and weight continuously and to prevent neural network from
being fallen into over-fitting and to make use of 50% by hidden
layer and about 25% by input node. Regularization shall be added to
learn, and neural network structure shall be simplified, and large
amount of learning data is used.

3.2. O2O's counteraction
O2O business in China asked the Chinese government to define
regulation of the areas so that the Chinese government accepted the
proposal in affirmative way. As such, regulations shall make change
little by little. Service shall be developed depending upon each
consumer. Chapter 15 of Korea US FTA included e-commerce, and
UN and OECD and other international organizations enacted norms to
unify legal systems of consumers of e-commerce between countries. E
commerce consumer policy and legal system shall be supplemented

(1) Expand overseas market by using social network; (2) Introduce
and make use of OAO. The ways can solve problem to build up
data of customers and to start new business.
(1) Expansion of overseas market by using social network
After invention of smart phone, e-commerce was converted from
PC to mobile system and influence of SNS has increased quickly.
In China, Internet penetration rate has grown up rapidly to increase
Internet supply and shopping accordingly. Therefore, Alibaba can
expand overseas market based on Alibaba users. Alibaba has
connected the ones having common interest to give facebook being
different from other SNS and to get access by non-user: So, access
to Alibaba shall increase to raise sales. Alibaba based on mobile
system allows user to cognize surrounding persons and shops and to
find out event and coupon of the shop easily. Users are allowed to
get discount information of adjacent shops and to consume in
reasonable way, and operators lessen advertising cost as well as
coupon printout to increase sales, and Alibaba gets consumers' offline
purchase database. Make use of Alipay, Alibaba's currency, to pay in
overseas. Even foreigners may make use of Alibaba to buy and to
sell to either Chinese customer or other country's consumers.
Alibaba's launching of online shopping mall in the United States and
other countries can enter overseas market aggressively. Users shall
collect data by using social network. Information security is needed
to prepare for hacking. E-commerce users feel uneasy security of
personal information at increase of mobile transaction. Expansion of
overseas market without information security decreases users'
reliability to lose users and to create worse situation. Regulation shall
be made to solve consumer problems not to be based on goods but
to be based on electronic information. Consumer policy shall be put
into practice to keep law in order at expansion of overseas market.
(2) Introduction and use of OAO
Alibaba users do not find out difference between existing services
and O2O so that OAO has been made. OAO gives customers option
to let customer make decision and to be consumer oriented and to
consist of product integration, logistics integration and member
integration. Consumers are allowed to buy online and offline and to
send from online to offline and from offline to online. When
customer places order at remote place, Alibaba can deliver product to
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neighboring place to shorten delivery time effectively. Users can
receive product at the time of arrival of product after paying online.
Alibaba can be used in overseas market effectively. Alibaba
recommends products to users by using data of the ones who are at
same age to be interested, and increases revenue. Alibaba can collect
some of commission from business of the product recommended to
sell a lot of goods and customers buy goods in accordance with
taste. Operators can lessen advertising cost and data collection
expense to be much effective. OAO has greatest advantage of
collection of customer data: Customer data can be used to do
marketing effectively. OAO cognizes what time and what and where
and how many days of interval user buys, and Ali pay informs
product code to be very much useful. A platform shall be made for
user to make use of OAO by relying upon users, and operator's
reliability is very much important. Quality is more important than
quantity is: Alibaba shall conduct test operator's reliability strictly,
and operator is not allowed to enter at violation. User who bought
through Alibaba is not supplied safely and does not contact operator
shall give up Alibaba. When placing order offline, order shall arrive
online safely. So, reliability is basic and essential. Alibaba shall show
users buying of the product to form reliability. OAO shall be used
to start another business by using customer data and to develop very
much quickly.
Alibaba shall establish customer database by using OAO. User's
other SNS shall be linked with existing social system to expand
user's database and to let one not using Alibaba get access to
Alibaba. Users may invite acquaintance to make use of Alibaba.
Expansion of customer database can increase overseas customers
gradually to help Alibaba expand overseas market. OAO is very
much effective to establish user's database, and widening of area of
database gets deep database by OAO. OAO is very much effective to
cognize consumption pattern of each customer to find out when, what
and where customer bought, and to cognize buying frequency, visit
time and commodity code. OAO has the greatest advantage to get
not only online information but also offline information. User's
consumption data can be collected online and offline to give
customer
customized
commodity
recommendation
service,
recommendation of shop and customized notice of event. Alibaba's
sales, operator in Alibaba and users shall increase. Alibaba shall be
careful of information security: Disclosure of customer's database by
hacking may worsen customer's reliability very much to decrease
users as well as sales. Information security shall be firstly made and
database shall be established. Operator's reliability is also important.
When Alibaba's operators often do not give goods after being paid
and do not contact, users shall not make use of Alibaba. Alibaba
shall take strong measure and have regulation against user's damage
and reform laws and regulations.
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State and Subject of Medical Devices Industry at Overseas
Jung-Hwa Seo**

Abstract
Most of people do not remind of 'Who is domestic medical device
business?' A lot of people that Johnson and Johnson, GE and Philips
and other foreign companies belong to medical device company. In
fact, local enterprises small place based on world market. Local
medical device industry's production has grown up rapidly last 10
years. Sales increased nearly 3 times from trillion and 500 billion
KRW in 2004 to 4 trillion and 600 billion KRW in 2014. The
production record constantly increased owing to safety and good
quality of domestic medical devices. As many as 59% of medical
devices made in Korea is exported to 198 countries in the world.
Currently, medical device industry in the world has been given
considerable attention. Cognition and awareness are very much low.
Medical device industry, high income creating industry, is said to
next generation industry to increase scale, and Korea does not follow
world flow. The industry is given support from the government that
is not enough. Korean enterprises have small scale among a lot of
global enterprises. Being interested in development of medical devices,
the author selected department of IT at college. Medical industry has
been nominated to be government-run business and to have much
expectation, while medical device industry has not been given
reasonable support. The author shall investigate problems and find out
solution.
Keywords: State, Subject, Medical Devices Industry, Overseas.

1. Medical device industry at home and abroad
Most of people do not remind of 'Who is domestic medical device
business?' A lot of people that Johnson and Johnson, GE and Philips
and other foreign companies belong to medical device company. In
fact, local enterprises small place based on world market. Local
medical device industry's production has grown up rapidly last 10
years. Sales increased nearly 3 times from trillion and 500 billion
KRW in 2004 to 4 trillion and 600 billion KRW in 2014. The
production record constantly increased owing to safety and good
quality of domestic medical devices. As many as 59% of medical
* First Author, Dept. of Medical IT & Marketing, Eulji University, Korea.
E-mail: saeam111@naver.com.

devices made in Korea is exported to 198 countries in the world.
In 2014, export of medical devices accounted for 2.4 billion
dollars 4% up than 2.3 billion dollars in 2013 to grow up 14% a
year on average. Samsung Medison exported 220 million dollars to
be the highest, followed by Korea GE Ultrasonic and SD. Ultrasound
imaging system, dental implant and soft contact lens ranked high
ranking export product.
Sonic computed tomography X-ray photographer amounting 18
million dollars was exported to China 590% up than previous year to
admit of good quality of Korean medical device.
High ranking export country of Korean made medical device was
USA, China, Japan, Russia and Germany in order, and high ranking
export region was Asia, Western Europe, Eastern Europe, Central and
South America, middle east and Africa in order.

2. Overseas market development of local medical
device business
View Works Co., Ltd develops and produces and sells medical
and industrial use imaging equipment. DR type flat board X-ray
portable director converts X-ray into visible ray to produce digital
imaging when taking X-ray photograph. View Works export ratio
occupies very much at medical device to export 84% based on
money value in 2014. View Works supplies important parts of
imaging equipment and/or upgrade that are used at hospitals in the
world.
Export was done owing to technical innovation and investigation
into trends in the market. Technical innovation includes AED and AP
that View Works developed for the first time in the world to
introduce to the market: AED detects X-ray to produce image, and
AP transmits image data to tablet and/or lap top computer by radio
communication. The function is thought to be important and to meet
development flow of X-ray photographing unit. X-ray photographing
unit has been developed from film system to CR and from CR to
DR and to be upgraded by View Works. Upon demand of the
market, View Works replaced X-ray generator from analog to digital.
Since start of X-ray business in 2012, Samsung Electronics has
grown up at 160% on average to supply premium class new product
to UK outpatient diagnose department in the United States. The
product can be exported owing to differentiation from existing digital
X-ray, Detector technology has been differentiated from digital X-ray,
and image processing algorithm gives good quality image, and soft
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handling allows user to manipulate easily and to alleviate patient's
rejection.
The product increases user's satisfaction by technical innovation.
Production based on the technical development could forecast flow of
medical device market to read consumer's demand.

3. Government support for export of medical device.
The government announced mid to long term medical device
industry development plan to be 7 power of medical device industry
to set goal of 130,000 employees, 3.8% market share of world
market and 13.5 trillion KRW of export.
The government's policy for high added value medical device
industry and high demand on medical device could develop medical
device industry, and small business oriented cooking device industry
shall overcome difficulty. Enterprises shall strengthen capacity and
political environment of industrial development shall be used to make
base of the growth.
This Association of Medical Device Industry investigated state of
healthcare industry to promote projects for quality improvement of
local medical device enterprises and to promote export.
Not only National Tax Service but also Small Business
Administration shall support small businesses. The purpose small
business support is to give cost saving effect and to support export
business of medical device to the United States. Small business' sales
does not exceed 100 million dollars, and when obtaining FDA small
business license, burden of application to export of medical device
shall be deducted 50% to 75% from standard expense. Participation
in the exhibition can produce effect with small expense. And, small
business may be given great burden by booth rental, transportation of
exhibition and equipment, application to the service, labor
employment cost, advertising and sales promotion production, and
business trip expense and others.
Since 1999, the government has supported exhibition having great
influence to promote national economy, and local businesses have
participated in exhibition in foreign countries.
The Association of Medical Device Industry of Korea supported
participating business to alleviate burden when medical device
manufacturers participate in overseas exhibition for the purpose of
foreign market development. The Association of Medical Device
Industry of Korea was nominated to open the exhibition and to
lessen expenses of the businesses and to provide booth for public
relations and administration of the government exhibition hall and to
let businesses concentrate on marketing.

4. Problems of R&D investment of medical device
businesses
R&S expenses of enterprises having high global R&D expense
were 4.9% up than previous year based on 2013 to increase more
than increase of sales during same period. R&D investment was
thought to be important at keen competition and uncertain economy.

‘2014 EU industrial R&D scoreboard‘ of the Committee of European
Executive in December 2014 said 5.45 billion Euro of R&D expense
of top 10 companies in 2013 to occupy 3.4% of R&D expense of
the sales. Annual growth rate of R&D investment of the three years
(2011-2013) was Carl Sexism(13.7%), Striker(10.8%) and Baxter
international(10.0%) to be higher than 10% of annual average.
Ratio of R&D expense of the sales of medical device production
was: 13.0% of electric diagnose and therapy device production
(13.0%) to be the highest, followed by production of body correction
tool for orthopedics (10.5%) and production of radiation device
(9.9%).
<Table 1> Local medical device R&D enterprise investment
R&D expense
Sales
(100 million KRW) (100 million KRW)
R&D expense
R&D on average of
Sales
expense
each
enterprise

Sales on
average of
each
enterprise

Ratio of R&D
expense of
the sales

2009
(259 companies)

2,118

8.2

22,887

88

9.26

2010
(287 companies)

2,786

9.5

22,143

77

12.36

2011
(386 companies)

3,178

8.2

31,260

81

10.17

2012
(409 companies)

3,494

8.5

38,931

95

8.97

2013
(455 companies)

3,576

7.9

39,442

87

9.07

Source: KISTEP (2015).

KISTEP said medical device enterprise R&D expense (455
companies) was 357.6 billion KRW 2.3% up than previous year
(349.4 billion KRW, 409 companies), and ratio of the sales was
12.36% in 2010 to be the highest to decrease continuously, and
9.07% to be 0.1% up than previous year in 2013.
Local enterprise's R&D ratio was high comparing with global
enterprise to decrease after 2010. Domestic medical device industry
grew up rapidly, and global enterprises also took quick action to
invest R&D expense and to expand new market. Local enterprise's
R&D investment accounted for one 5 hundredth of global enterprise
to have much difference. Local medical device enterprise was short of
R&D workers than global enterprise was, and local medical device
enterprises were small. Counteraction based on international standard
was insufficient and weak. Medical device industry in Korea has
much low technology than the one in advanced countries has. No
more than 38 enterprises of more than 3,000 medical device
enterprises have been listed to have 16 employees and 4.5 products
and 4.5 products and about 1.7 billion KRW of the production on
average. 54% of the enterprises do not reach 100 million KRW of
production. Difference of technical power with the United States is
about 13 years, and that of image diagnosis device is 2.3 years,
living body phenomenon tester 1.4 years, device control and medical
information 1.6 years, and medical treatment device 2 years. R&D
investment is needed. Nonetheless, R&D workers are in short supply,
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and training system of practical workers is not enough. It takes long
time to introduce local medical devices to the market than global
enterprises do. Ultrasonic image diagnosis system, dental use implant,
and IT convergence product are said to have technology of advanced
countries, and medical image storing and transmitting system has
made use of 90% of Korean made medical device.
In Korea, system support is not enough because of short history of
medical device industry. When entering medical market, new medical
evaluation system requires KFDA's permit of safety and effectiveness.
Even medical device permitted has no system limitation when
entering market. Limited medical technology rating that was put into
practice from 2014 has been used at medical technology having no
alternative treatment and requiring prompt clinical experiment: No
more than 5 technologies applied have been selected. Local
manufacturers had great barriers. New medical technology has
uncertain definition to be inconsistent and to be difficult to judge.

5. Solutions
Such problems occurred because of insufficient source technology
at short history of medical device industry, low brand cognition and
intellectual properties and difficulties at entry into global market.
Fusion and complex medical devices shall be developed based on
ICT fusion industry to create new growth power.
Inspect trends of world medical device market by referring to
success case of trend of world medical device market. Customized
medical device market for the aged shall be developed in future
medical device market to support R&D and business foundation of
good medical workers.
It takes long time for local medical devices to enter market: Test
and certification and permit of medical devices shall be given support
to make system. Legal system of IT medical device shall be reformed
to train and to build up industrial environment.
Unique strategy shall be used at competition with global
enterprises to discover and develop new fusion medical devices. The
aged friendly medical devices shall be developed in accordance with
social environment to give services. People shall pay attention to
medical devices at hospital to expand joint buying and to recommend
use of local products. R&D shall be done to localize parts producing
high income.
Problems of medical device industry of small enterprises shall be
solved. Joint cooperation and development with small businesses shall
get source technology to do merge and acquisition with enterprises
shall make global medical industry based on small business.

6. Summary
These days, medical device industry producing high income has
been given attention. Local medical device industry having short
history is short of government support and social cognition. Some of
local enterprises made technologies in global market to have uncertain
future. Enterprises shall be given systematic support at government
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level. R&D investment is needed to strengthen capability of
enterprises. Domestic market shall be developed to lessen gap with
global enterprises and Korean made medical device shall be made to
develop small enterprises.
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Problems of Lotte Omni Channel
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<Table 1> Cases of Omni channel in foreign countries

Abstract
Consumers like to consume in intelligent way to produce various
kinds of consumption ways. Show-roomer makes use of commodity at
department store to buy inexpensively by using coupon on Internet
and card discount. Omni channel of e-commerce can satisfy
consumers' needs and demand. E-commerce is used at daily life the
most. People experienced e-commerce much to think of problems and
reformation. This study shall investigate omni channel of e-commerce.
This study shall investigate enterprises making use of omni channel
and Lotte's omni channel of "live in omni" that is used and
advertised in Korea. Mobile market has been developed owing to
smart phone to destroy border with online, offline and mobile. Omni
channel is governed not by enterprises but by customer. The omni
channel shall destroy border with enterprise to combine channel in
organic way and to give consumers unified experience. Goal of omni
channel is to let consumers make use of one shop by online, offline
and mobile. With well organized omni channel, consumers may buy
same product at same price, quality and conditions at all of the
shops.
Keywords: Omni Channel, Lotte, Mobile Market.

Macys
Department Store
Walmart

Integrate online and offline commodity and
customer information
Scan commodity and pay by smart phone

Nordstrom
department store

Online store section of the commodity having high
frequency of 'pin', SNS pinterest

C&A garment
business

Display frequency of pressing of 'facebook is good'
on the hanger in realtime.

Amazon

Read bar code and say product name verbally to
place order by online shopping basket

omni' of omni channel by models, Han Hye-jin and Suh Gang-jun,
and informs customers of omni channel. Lotte omni allows smart
pick at Lotte affiliate's shop and customers pay by L.Pay and
accumulate point by L.point. Lotte's smart pick service places order
by Lotte Mart, Lotte.com and Lotte department store to pick up order
even at seven eleven at the time wanted. The case is applied to the
return as well. Return at seven eleven by using exchange ticket
downloaded from mobile app. As such, Lotte has made flexible and
effective distribution process by using omni channel.
Online and offline L.pay promotes use of omni channel, and
L.point accumulates point of payment, and L.pot service gives coupon
and discount store by using GPS.

1. State of Omni Channel

2. Problems

Consumers like to consume in intelligent way to produce various
kinds of consumption ways. Show-roomer makes use of commodity at
department store to buy inexpensively by using coupon on Internet
and card discount. Omni channel of e-commerce can satisfy
consumers' needs and demand.
Omni channel connects online and offline distribution channel in
organic way to sell and promote commodity. Omni channel allows
smart pick to pick commodity paid up at offline shop and to return
product paid to offline shop.
Omni channel fever made change of distribution pattern very
much. Use of omni channel in foreign countries is (Table 1):
Convenience store business in Korea has built up omni channel.
Lotte makes use of omni channel actually. Lotte advertises 'Live in

Lotte omni channel had three strategies: customer behavior based
big data, IT based marketing and sales, and upgrade of customer
experience base.

* Dept. of Medical IT & Marketing, Eulji University, Korea.
E-mail: colerock21@nate.com

Lotte omni channel had five problems:
First, when big data of omni channel user is not carefully
analyzed, discount and product information for consumers are difficult
to supply. Customers who makes use of either another company's
card or cash have difficulties at having data on customers.
Second, a lot of personal information are collected and analysed so
that personal information shall have security. In the past, personal
information was disclosed by card company. In January 2014, NH
card, KB card and Lotte card disclosed personal information of 104
million persons. Security shall be kept to prevent such an accident.
Third, when enterprise's service direction does not coincide with
consumers' service direction, use of omni channel is much low.
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Fourth, price and quality of goods online may differ from those of
goods offline. Actual quality can be lower than photograph and
quality may be different, and manager of the shop can lower price of
some of product by his rights.
Fifth, Lotte's smart pick allows customer to pick up Lotte
affiliate's goods at Seven Eleven at the time that he wants. Currently,
customer is not allowed to pick up at the time wanted. Shortening of
time and pick up at the time wanted have not been realized.

3. Counteractions
First, big data of customers making use of omni channel have not
been made: To solve the problem, customer who makes use of his
own company's card can be given benefit to increase use of his own
company. And, free gift event can get customer's information.
Second, personal information is disclosed. In information society,
each one of personal information is thought to be important. At
processing of big data, personal information shall be processed to
meet each person, and omni channel shall be used not to disclose
information.
Third, when service direction of enterprise does not coincide with
that of consumer, use of omni channel can be greatly worsened: User
whose use of omni channel is low shall be given benefit to enter his
data. For instance, user who selected an interesting area is allowed to
see it and to be given coupon of the area. As such, user shall give
information by himself to be given benefit.
Fourth, quality and price of goods of online shop may differ from
those of offline shop. Event under manager's right at the offline shop
needs to be done online. Employees shall make effort to keep
freshness of goods and to supply good quality goods. Employees
shall explain contents of clothes online same as offline.
Fifth, smart pick service has not been in practice: Distributors shall
make organic system to deliver to customers in time: For instance,
Macys Department Store. When goods is delivered to the customer
quickly and exactly, the department store does not pay attention to
delivery point. The department store developed online and mail order
and delivery of warehouse, and made use of 720 retail shops to
deliver inventory at neighboring retail shop to customer directly to
give effective and quick service. As such, the department store gives
consumers effective and quick service. Lotte shall rotate goods
actively as Macys Department Store does.

4. Implications
Mobile market has been developed owing to smart phone to
destroy border with online, offline and mobile. Omni channel is

governed not by enterprises but by customer. The omni channel shall
destroy border with enterprise to combine channel in organic way and
to give consumers unified experience. Goal of omni channel is to let
consumers make use of one shop by online, offline and mobile. With
well organized omni channel, consumers may buy same product at
same price, quality and conditions at all of the shops.
Lotte has introduced omni channel according to the flow. To
promote use of omni channel, L.pay with online and offline payment,
L.point with accumulation of L.pay payment, and L.pot service with
GPS based coupon and discount shop are used.
After making use in Lotte, considerable number of customers
complain. Lotte shall listen to customers' complaint to solve problems.
The card share is Shinhan Card (20.23%), Samsung Card
(16.12%), Hyundai Card (12.09%), KB Card (11.49%) and Lotte Card
(8.89%) in order.
Having low share, Lotte Card might have collected less customer
data. Think of how the ones having not Lotte card make use, and
put into practice.
Lotte Omni Channel shall overcome the difficulties to give users
convenience and to supply products to enterprises properly and to be
the best distributor.
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State, Problems and Supplementation of Coupang
Jung-Hwa Seo**

Abstract
In the beginning, coupang started with concept of social commerce.
Cooperative buying of many persons can buy products at inexpensive
price to be free from advertising cost. In such a way, Coupang built
up its own distribution system to grow up and to be e-commerce
business having its own distribution system in Korea. Coupang has
constructed nationwide distribution net with warehouses to employ
delivery persons and to deliver to any place in the nation within one
day, and has made Coupang man stimulating consumer's emotion.
Growth had problems not to overcome yet. The greatest problem was
considerable increase of fixed cost, and decreased at no increase of
earning. Rapid growth made adverse effect to let persons at customer
control department complain much. So, the author suggested adjusting
and/or keeping in order of logistics system. Lessening of fixed cost
can apply new service as much as less expense. Bench marking of
logistic system of Amazon can make uniform and/or full automatic
system to lessen expenses remarkably. And, unattended delivery and
drone system can build up delivery system in stable way. Second,
chatbot service using artificial intelligence can alleviate consumer's
complaint. DB of users' frequent questions shall be built up to store
answers and to reply immediately and to let Coupang develop.
Kewords: State, Problems, Supplementation, Coupang.

1. Introduction
The online shopping market centered on the open market(C2C),
which is based on various product assortments and price
competitiveness, has intensified competition with the emergence of
social commerce and new companies. The term social commerce was
first introduced by Yahoo in 2005. Social commerce is a type of
e-commerce that uses social media and online media. This was to
illustrate the collection of online collaborative shopping tools such as
user ratings and shared lists of product information(Zhou, Zhang, &
Zimmermann, 2013). Currently, the most popular social commerce in
Korea is Ticket Monster, Coupang, and We-make-price.
Social commerce has appeared in Korean society since 2010, and
* First Author, Dept. of Medical IT & Marketing, Eulji University, Korea.
E-mail: saeam111@naver.com.

Coupang was founded on July 1, 2010 with capital of 30 billion won
and 800 employees. The market size of the three social commerce
companies (Ticket Monster, Coupang, and We-make-price) surpassed
the annual average growth rate of 77.8% in 2011 from W800bn in
2011 to 4.5 trillion won in 2014, and the online market has grown
rapidly(The Korea Chamber of Commerce & Industry, 2015).
Social commerce has added SNS of community means to existing
e-commerce. Social commerce mediates large quantity of cooperative
buying to earn profit. The ones who do cooperative buying shall
advertise by themselves to invite customers and to save advertising
cost: At failure of large quantity of buying, cost shall be spent.
Social commerce sells food at restaurant and does performance
such as musicals and plays and does beauty care such as skin care
and hair care and activity by air and at tourism place.
In 2010, the proportion of services that promoted store owners and
made them available to users at low cost through joint purchasing of
businesses across the nation in the beginning of 2010 was 100%, but
dropped to 20% in 2015. Social commerce accounted for about 95%
of the total number of items traded in the open market(The Korea
Chamber of Commerce & Industry, 2017). In this situation,
Coupang has constructed quick delivery system to expand delivery
logistics despite losses. Coupang has reached the highest position(Kim,
Yu, & Park, 2017).
Social commerce made change to be Internet shopping mall and to
produce problem such as less number of existing shops. Social
commerce is unable to develop without discovery of new profit
model.
Therefore, the purpose of this study is to contribute to the
development of the online shopping market by analyzing the problems
and proposing alternatives by examining the current status and
characteristics of Kupang.

2. State and Features of Coupang
This section has examined state and problems of Coupang, for
instance, advantages, development direction, problems and alternatives.

2.1. State
Direct buying occupied 88.87% of the sales. In February, 2017,
news was published to say suspension of new product at restaurant
and local discount coupon and to terminate social commerce business
and to convert into Internet shopping mall.
After strengthening

340

Jung-Hwa Seo / 13TH INTERNATIONAL CONFERENCE 339-341

business base by using social commerce, Coupang could not increase
consumption market not to enter Internet market at low profit. At
present, mobile device and smart phone market is growing up to
develop smart phone application. The change can increase sales in
various ways more than brokerage(MA Goldstein, P Irvine, E
Kandel). Operator is able to control quantity and to deliver and to
elevate service quality. Coupang with advantage of rocket delivery
can be advantageous than remaining social commerce business.
Social commerce has grown up remarkably so far to invite investment
constantly, Sohn Jeogn-eui, chairman of Soft Bank, had invested
about 1 trillion and 600 billion KRW. And, the businesses had
recorded poor business record and Coupang had recorded the worst
business record. Coupang recorded sales of trillion and 924.1 billion
KRW last year to increase sales by 782.2 billion KRW than that of
2015 to record as many as 565.2 billion KRW. This was because of
direct buying service from social commerce to Internet, and rocket
delivery service of Coupang. Until the year before last year, Until the
year before last year, Coupan had constructed as many as 102
distribution infrastructure having area of soccer ball yard until the
year before the year before last year. Direct buying service could
keep large quantity of products.
Coupang could increase not only infrastructure but also human
resource to have edge. So, Coupang could increase scope of business
in the nation to elevate cost. When competitor gradually follows,
Coupan man having confidence in the beginning made change.
Coupan had good delivery system and distribution system to deliver
quickly and profit had been worsened and social commerce market
had stagnation to have problems comparing with beginning stage.

2.2. Features of Coupang
Coupang has its own distribution system among e-commerce
businesses in Korea to construct its images and to deliver quickly
and to have its system. Coupang has its distribution system to
employ about thousand delivery men and to give quick delivery
service of daily necessities, baby products, beauty care products,
furniture, food, pet product and others bought by Coupang. Coupang
is said to be kind than remaining delivery service businesses.
Coupang has advantage of good delivery system having kind
customer service. Coupan buys from foreign website that it takes 2 to
3 days less to deliver. All kinds of payment are used to update
delivery state in realtime and to verify where your product is placed.
Coupang men could collect customer information from exclusive
application based on big data to help delivery. A guide to customer
service allows sharing of application to let Coupang men work easily
and to build up service.

3.1. Coupang Problems
Coupang is thought to be a transition process from social process
to existing e-commerce. Coupang has opened nationwide warehouse
and distribution net. Coupan has not obtained enough profit to keep
infrastructure constantly. No alternative can satisfy other expenses.
Discovery of another profit model is thought to be important. Others
have been described as follow:
Enterprises above a certain level can do PR by using marketing
expense based on their own money to invite customers and to feel
burden so that Coupang's new customer has decreased. Market made
change to be open market and to increase cost that needs to solve
problem(Huang & Benyoucef, 2013).
Control of existing customers has problems. A lot of customers
have complained CS. Customers complained against no proper
consulting and late reply to consumer's problems.

3.2. Coupang's alternative
Coupang had difficulty at no production of profit enough to bear
expenses despite spending of a lot of cost. Structure of delivery
system needs to make change in order to produce profit. Distribution
warehouse and more than thousand delivery men in the nation have
given delivery service to increase expenses considerably. The structure
needs to improve. First, labor cost shall be lessened. Not only
inexpensive delivery service but also expensive delivery service shall
be used to decrease number of Coupang men (delivery men) and to
lessen labor cost and deficit. Amazon system can improve
distribution. Another style of delivery service can be used. Unattended
delivery system may have considerable advantage.
Second, customer control shall make change. Chatter-bot can be
used to give answer to frequent questions of customer's complaint
and to satisfy customer's needs. Businesses want to apply artificial
intelligence that CS control creates considerable expense and social
problems to be the most important of businesses.
Customers complained long time the most to have a line with
counselor and chatter-bot can solve the problem. Chatter-bot and/or
chatting bot can reply properly and say. Chatter-bot learns input of
user's talk. Chatter-bot learns the story and situation continuously to
give answer to user's question. The deep learning could find out
user's consumption pattern to expand role of big data of the product
in accordance with consumption pattern. In fact, some of face-book.
Deep learning can investigate users' consumption patterns to expand
roles of big data of the product in accordance with consumption
patterns.
The study replied to simple and/or frequent questions by using
chatter-bot (see above diagram).

3. Problems and Development
4. Summary
State, advantage, feature and development of Coupang were
described as mentioned: The study said development of Coupang of
large businesses to solve problem:

Growth had problems not to overcome yet. The greatest problem
was considerable increase of fixed cost, and decreased at no increase
of earning. Rapid growth made adverse effect to let persons at
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customer control department complain much. So, the author suggested
adjusting and/or keeping in order of logistics system. Lessening of
fixed cost can apply new service as much as less expense.
Bench marking of logistic system of Amazon can make uniform
and/or full automatic system to lessen expenses remarkably.
And, unattended delivery and drone system can build up delivery
system in stable way. Second, chatbot service using artificial
intelligence can alleviate consumer's complaint. DB of users' frequent
questions shall be built up to store answers and to reply immediately
and to let Coupang develop.
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State and Future Strategies of Social Commerce
Moon-Young Hwang*, Kyung-In Cho***

Abstract
Online shopping mall consists of open market, general shopping
mall and private shopping mall. Open market and general shopping
mall such as G Market, Auction and 11th Street are mostly large
scaled shopping mall to allow a lot of users to make use of it. In
Korea, Internet has been well supplied to various kinds of persons to
build up Internet network anytime and anywhere. E-commerce in
Korea has been developed in many areas to be likely to develop
continuously. Small e-commerce businesses have been managed by
large business: This study adopted subject of social commerce.
E-commerce is to sell various kinds of products on Internet and has
advantages of less cost and time. So, other areas are allowed to
spend money. Consumers need not to walk for long distance when
shopping to increase time efficiency. Some of large businesses have
problem of monopoly, and small business merchants sell at large
scaled enterprises. The study examined social commerce enterprise's
problems and solutions. Social commerce enterprise shall have
directions and consumer's roles. Not only enterprises but also
consumers shall help each other to have win-win strategies.
Enterprises shall not take wrong way when looking for profit only
and shall tell consumers to take correct way and to develop social
enterprises.
Keywords: Social Commerce, Future Strategies.

1. State of Social Commerce in Korea
E-commerce in Korea has been developed in
areas. This study investigated online shopping
commerce to buy products online.
Online shopping mall consists of open market,
mall and private shopping mall. Open market and
mall such as G Market, Auction and 11th Street

various kinds of
mall and social
general shopping
general shopping
are mostly large
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scaled shopping mall to allow a lot of users to make use of it.
General shopping mall such as Lotte.com, GS shop and Shinsegye
Shopping Mall is managed by common enterprise to open online
shop together with offline shop.
Private shopping mall is managed by individuals among large
businesses. Small number of enterprises are managed in the situation
that a lot enterprises are not allowed to survive and sales grows up
continuously with closure rate of 25% on average. A lot of private
businessmen have entered open market that is easy to open and to
introduce to many consumers.
A lot of consumers buy products from social commerce at opening
of social commerce. A lot of social commerce triggered excessive
competition to prevent consumers from correct selection.

2. Development of Social Commerce Market in Korea
E-commerce market in Korea is likely to develop continuously.
Sales of e-commerce has increased constantly since opening to grow
up continuously. Of course, transaction types made change a lot to
increase sales steadily. Consumers are likely to buy a lot of products
online, and consumer's convenience shall increase owing to
developing Internet net. E-commerce market in Korea is likely to be
popular among consumers. Consumers may get great attraction toward
delivery service. Consumers can decide upon product wanted while
being seated on computer and pay and shall be delivered one day.
Drone delivery on Amazon.com can lessen delivery time much more
to make change of one day delivery time in Korea greatly.
Existing open market is likely to have social commerce type that
allows consumers take plenty of profit. The social commerce may
suffer from deficit at keen competition to be likely to produce profit
by improvement of the service and to increase consumer's benefit
much more.

3. Problems
The social commerce rapidly grew up with competition of many
businesses. Problems not solved made appearance: First, low quality
of social commerce service, second, consumer's complaint against
social commerce, third, false advertising and illegal sales of social
commerce.
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4. Counteractions
The study found out solution in order of aforementioned problems.
First, social commerce shall increase service quality. Second, social
commerce shall find out solving of consumer complaint. Third, social
commerce shall prevent false advertising and illegal advertising. Social
commerce business shall find out directions to have consumer's roles.

5. Summary
The study examined social commerce enterprise's problems and
solutions. Social commerce enterprise shall have directions and
consumer's roles.
Not only enterprises but also consumers shall help each other to
have win-win strategies. Enterprises shall not take wrong way when
looking for profit only and shall tell consumers to take correct way
and to develop social enterprises.

References
Aaker, D. A. (1991). Managing Brand Equity: Capitalizing on the
Value of Brand Name. New York: The Free Press.
Baker, J. (1987). The role of environment in marketing services:
The consumer perspective. In J. Czepiel, C. Congram, &
J. Shanahan (Eds.). The services challenge: Integrating for
competitive advantage. Chicago: American Marketing
Association. 79-84.
Bitner, M. J. (1992). Servicescapes: The Impact of Physical
Surroundings on Customers and Employees. Journal of
Marketing, 56, 57-71.
Carman, J. M. (1990). Consumer Perceptions Of Service Quality:
An Assessment of the SERVQUAL dimensions. Journal of
retailing, 66(1), 33-55.
Cho, Y, J. (2007). Analyses of consumption patterns and
consumer satisfaction of golf event participants. Korean
Journal of Physical Education, 43(3), 269-279.
Cho, K. H., & Park, B. G. (1999). An Empirical Study of the
Effects of the Switching Barrier and Customer Satisfaction
on Store Loyalty. Korean Management Review, 28(1),
127-149.
Cho, W. D. (2015). The Relational Analysis among Servicescape,
Viewing value and Revisit Intention for Korea Professional
Baseball. Korean Journal of Physical Education, 59,
187-198.
Choi, M. Y. (2009). The Effects of VMD Components on the
Attitudes Toward Fashion Brands and the Intention of
Revisiting. Journal of the Korean Society of Costume,
59(7), 100-113.
Donoven, R, J., & Rossiter, J. R. (1982). Store atmosphere: An
environmental psychology approach. Journal of retailing,
58(Spring), 34-57.

Lee, S. H., & Jo, S. N. (2007). The Effects of Multi-Shop’s Sore
Image on the Store Loyalty and Brand Switching
Behavior. Family and Environment Research, 45(1), 51-61.
Jang, J. W., & Lee, K. H. (2007). The Impact of Consumer
Satisfaction on Evaluating the Components of VMD in
Apparel Stores. 2007 The Korean Society of Clothing and
Textiles Conference, Seoul, Korea: KSCT.
Jeon, J. Y., & Park, H. H. (2005). A Study on the Development
of Fashion VMD Cognition Measurement Instrument.
Journal of Marketing Management, 10(2), 117-139.
Jeon, S., R., & Park, C. S. (2010). Ten Years of Research on
Brands: Research Findings and Future priorities. Journal of
Consumer Research, 21(2), 141-192.
Jung, Y. J., & Jang, E. Y. (2012). The effects of the Store
attributes and Relationship quality on the Conversion intent
of fashion store -Focused on Internet shopping mall and
Local store. Journal of Consumer Research, 16(4), 75-87.
Keller, K. L. (1998). Strategic Brand Management. Upper Saddle
River, NJ: Prentice-Hall Inc.
Kim, H. J., Oh, T. S., & Yang, E. J. (2015). Effects of
Customers’ Perception of VMD on Brand Image and
Brand Reliability: Focusing on Domestic Beauty Salons.
Journal of the Korean Society of Design Culture, 21(3),
243-252.
Korea Textile Industry Association (2011). 35.5 trillion market in
2012, Real Closed & Mobility Fashion Era. Fashion Biz,
11, 158-159.
Kim, J. H. (2002). The Influence of Store Environment on Quality
Perception and Consumer Satisfaction. Journal of
Marketing Management, 7(2), 59-85.
Kim, M. C., & Park, Y. Y. (2014). Relationship between Cascade
Effects of Brand Equity Elements and Product Purchase in
the Purchase Process of Sports Goods of Sports for All
Participants. Korea Society of Physical Education, 57,
247-262.
Kim, S. C. (2013). What make customers buy high-functional or
high-price outdoor ware: Moderating effects of outdoor
behavior motives. Journal of Marketing Management,
18(2), 97-113.
Kim, T. H., Lee, B. R., & Son, E. Y. (2009). A Study on the
Effectiveness for the Consentaneity of Brand Image and
Self-Image in the Brand Attitude and Choice Intention
-Focused on the Coffee Brand. Korean Journal of Hotel
Administration, 18(1), 171-185.
Lee, C. W. (2007). Discourse on Leisure participation pattern and
prosperous direction of Korean urban dwellers after a
five-day work week. Journal of Leisure and Recreation,
31(1), 209-224.
Martenson, M. R. (2007). Corporate Brand Image, Satisfaction and
Sore loyalty. International Journal of Retail & Distribution
Management, 35(7), 544-555.
Mehrabian, A., & Russell, J. A. (1974). An Approach to
Environmental Psychology. Cambridge, MA: MIT Press.
Oh, H. S., Seo, Y. H., & Lee, H. J. (2009). Effects of Store VM

Moon-Young Hwang, Kyung-In Cho / 13TH INTERNATIONAL CONFERENCE 343-345

on Shopping Emotion and Store Loyalty according to
Clothing Shopping Orientation (pp.130-131), 2009 Korea
Design Association Fall Conference, Seoul: KDA.
Park, H. H. (2005). The Influence of Brand Previous Knowledge,
Previous Brand Attitude, Perceived Quality on VMD
Cognition and Attitude. Clothing research journal, 7(5),
519-526.

345

Parasurama, A., Zeithaml, V. A., & Berry, L. L. (1996).
Reassessment of Expectation as a Comparison Stan-dard in
Measuring
ServiceQuality:
Implications
for
Future
Research. Journal of Marketing, 58, 111-124.
Seo, J. H., & Youn, M. K. (2016). A Study on the Concepts and
its Vision for Visual Merchandising in Korean Retail
Shops. Journal of Distribution Science, 14(8), 153-160.

Pan-Jin Kim, Jung-Hwa Seo / 13TH INTERNATIONAL CONFERENCE 347-348

347

Does Walmart Introduce RFID Successfully?
Pan-Jin Kim*, Jung-Hwa Seo***

Abstract
RFID is used at other places as well. RFID brings great
expectation effect to all of areas to develop various kinds of areas in
Korea and at overseas together so that various kinds of researches
have been done. Consumers can get information on the product not
giving question to employees to elevate shopping quality and to
increase shopping speed. Prior to introduction of RFID, bar code
could control logistics. Logistics control by bar code shall inspect
products one by one to require long time and much expense. RFID
can get information on the commodity without individual verification
to lessen time and expense very much. A lot of enterprises have
introduced RFID: This study examined RFIF of Walmart, forerunner.
This study investigated whether Walmart's introduction of RFID was
successful. RFID was inexpensive and time saving than bar code was.
RFID may be introduced to many areas to elevate productivity and
economic advantage and to develop society. Problems are: First,
RFID technology is not complete to introduce. Second, RFID can be
technically introduced, and small business is unable to introduce it
because of price. Lastly, customers may raise petition at disclosure of
personal information: So, solution is needed. Therefore, Walmart's
introduction of RFID was partially successful to be likely to develop
continuously.
Keywords: Walmart, RFID, Shopping.

1. Introduction
In Korea, they investigated RFID in the area of health food,
garment, automobiles. pharmaceuticals, solar energy, and production of
tools: In foreign countries, research on retail business, shoes,
automobiles, and drinks has been done. Distribution has been given
benefit the most. RFID made change of distribution greatly. RFID
can inspect inventory and shortage of product at a glance in realtime,
and suppliers can give commodities exactly and quickly at shortage
in the shop without being informed separately.
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In this study, introduction described purpose and contents, and text
described relation between RFID and distribution, introduction of
RFID of Walmart, expectation effect. Conclusion included summary,
implications and private opinion.

2. Concept of RFID
RFID stores information on the commodity to send by wireless
system. RFID technology can cognize information on the goods
without verifying goods, RFID has tag and recorder. Tag consists of
antenna and integrated circuit, and integrated circuit records
information to give recorder information by using antenna. Recorder's
information distinguishes information on commodity with tag. RFID
reads by using electronic wave. RFID reads not only short distance
like reader but also tag at long distance, and passes an object at
intermediate place to get information. RFID can be classified by
power. Passive RFID gets chip's information, and semi passive RFIF
puts battery into tag to read by putting battery, and communicate by
using recorder. Active RFID exchanges information by using tag: a.
Access to non-contact material, b. large capacity memory loaded, c.
Cognize at movement, d. multi-modal biometrics. e. no limitation on
the environment. f. high reliability of data processing, g. high security
by algorithm, h. semi permanent use, i. Read/Write (reuse), j.
transmission of the obstacle.
Today, RFID has been used at many areas. RFID has been applied
to bus and subway that you take every morning, and it is used to
control books in the library. RFID is being used at many areas. As
such, RFID has close relations with us.
RFID has close relation with the distribution. Distribution business
has introduced RFIF to grow up remarkably: First, inventory control
can manage incoming and outgoing of warehouse promptly and
exactly to prevent shortage and excess in advance. Second, loss at
robbery can be lessened. Each goods has RFID to detect location and
to check inventory in realtime and to prevent loss of goods at
robbery. Third, you detect and trace return and defective product.
Customers do not know progress of application to the return: After
RFID is introduced, customers inquire of the progress in realtime.
Fourth, security has been strengthened. Each commodity can prevent
robbery and/or loss by using electronic seal with RFID. Fifth, active
operation is done. Movement path and place of the commodity can
be detected to manage actively. Make countermeasure against late
delivery to take action. Lastly, incoming and outgoing time of
shipment is lessened. RFIF on box and/or pallet informs incoming
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and outgoing quantity automatically to lessen incoming and outgoing
time.

3. RFID at Walmart
Since January 2005, Walmart had introduced RFID. When
commodity with RFID leaves factory, location is notified in realtime
to inform where to put when arriving. Do not identify commodity by
unpacking and RFID reader cognizes commodity immediately. Each
branch can identify commodity in realtime to increase inventory
control efficiency. RFID reader informs employee of shortage of
commodity at display to fill and to send message to supplier at lack
of inventory. Fill the display with commodity without a lot of human
resource and time, and prevent commodity from disappearing.
Walmart puts RFID on some of commodity in trial to cognize
inventory and place. More than hundred of suppliers have put RFID
device onto commodity and pallet, and RFID contains processes and
information from putting RFID onto commodity to consumer's buying.
RFID detects information by using radio frequency to collect long
distance information. Existing bar code reads item and price of
commodity, while RFID gets information on item and price and
realtime transportation path and final destination. Since August 2010,
RFID tag was applied to garment product as well. At arrival of
garment product, employee shall scan garment product by using
portable reader to cognize size and quantity immediately to build up
database at each shop. Employees cognize inventory, sales and
additional order of the garment by using portable reader. Cognize
selling commodity to find out consumer's inclination to keep
inventory of selling commodity and not to place order of less selling
commodity.
In one year after introducing RFID, Walmart could lessen shortage
of inventory by 16% on average. Each commodity varies a little, and
shortage rate of small quantity selling product lessened shortage rate
up to 38%. RFID system was applied at the first introduction plan.
Employees may be given a lot of advantages when RFID is brought
to the shop to check incoming and shortage. Suppliers can supply
commodity at low price by introducing RFID. Exact data was not
known because of company regulations, and use of RFID three years
helped both supplier and enterprise grow up to make change of
supplier's transaction and to believe in development of RFID.

4. Problems
Walmart produced a lot of effects by applying RFID instead of
bar code. Walmart has difficulty at introduction of RFID that is
expensive. However, many enterprises decided upon introduction of
RFID and Walmart may introduce RFID a little late. Enterprises that
shall put RFID could not keep closing date. Walmart extended
closing date to inform putting of RFID by the day. However, the
action is thought to let Walmart ask suppliers excessively. Walmart
asked suppliers to have 100% of RFID cognition rate of all of the
products delivered. But, the requirement seems to be excessive.

Currently, 25% only may keep closing date. This is because of
something: First, the technology has not been completed. Plenty of
the time is left for RFID to reach safety, solidness and economic
advantage that people want. For instance, Hoil living in P&G, USA
found out no transmission because of blocking of RFID signal. The
liquid absorbs radio signal to prevent RFID from adhering to liquid
type of detergent. Second, RFID is not adhered because of expense.
HP asked Taiwanese suppliers to put RFID to meet closing date of
Walmart. HP bought Taiwanese products amounting to about 1.6
million dollars and asked to postpone technical support and
introduction time for lowering of RFID price to keep business
relations. HP told Taiwanese supplier to support RFID center and to
produce RFID not in USA but in Taiwan. But, it takes at least some
years to do so. The survey below supported aforementioned contents.
Kearney investigated 80 American businesses, and 79% of
consumption and manufacturers and 67% of retail business were
likely to postpone introduction of RFID because of RFID price.
Kearney survey has shown another problem: 67% of retail business
have difficulty at introduction of RFID technology because of
personal information. When large businesses such as Walmart and HP
continue to support, RFID can be introduced easily. Large business is
likely to be close relation with consumer, retail business and supplier
when RFID price is inexpensive to complete technology.

5. Summary
This study investigated whether Walmart's introduction of RFID
was successful. RFID was inexpensive and time saving than bar code
was. RFID may be introduced to many areas to elevate productivity
and economic advantage and to develop society. Problems are: First,
RFID technology is not complete to introduce. Second, RFID can be
technically introduced, and small business is unable to introduce it
because of price. Lastly, customers may raise petition at disclosure of
personal information: So, solution is needed. Therefore, Walmart's
introduction of RFID was partially successful to be likely to develop
continuously.
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