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WELCOMING ADDRESS

Jung Wan Lee, Ph.D.
[Professor, Boston University, USA]
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 2018 International Conference on Business and Economics (ICBE2018) being held in
Seoul, South Korea, June 25-27, 2018. The conference is hosted by the Korea Distribution
Science Association (KODISA). 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 have a total of 110 presentations of full papers,
research-in-progress papers, doctoral symposiums, and special panel discussions from 185
scholars, industry leaders, and public policy makers coming from 15 countries. On June 26,
2018, 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 with a scholarship. 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 at KODISA and Shandong University of
Political Science and Law of China for 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, track and session chairs, reviewers and local organizing directors for their
critical role in bringing together success of the conference.
Sincerely,
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WELCOMING ADDRESS

LV TAO, Ph.D.
[President, Shandong University of Political Science and Law, China]
Program Co-organizer

I would like express our warmest congratulate to KODISA 2018 International conference
(ICBE 2018) in Korea, Seoul. The 2018 International conference is hostedjointly by the Korea
Distribution Science Association (KODISA) and Shandong University of Political Science and
Law(SDUPSL) since 2011.
I think that this mission of the Conference is not just a forum for academic discussion; it is
also a good chance to establish networks with outstanding scholars and academic leaders
around the world. Under this conference aims to share scholarships regarding issues of
science, technology and humanities for business and economic sustainability and 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.
Finally, I would like to express my sincere wish for the success of the conference. I hope all
of us will find new opportunities in this ever-growing realm of Challenges and Opportunities
of Management, Business and Economics in Asia.
Sincerely,
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WELCOMING ADDRESS

Dr. Bakhyt K. Yessekina
[Director, Scientific Research and Education Center “Green Academy”, Kazakhstan]
Program Co-organizer
Dear Ladies and Gentlemen!
I warmly greet you on behalf of the First Green Think–tank Centre in the CIS countries –
Green Academy. This is a Scientific Research and Educational Centre, created by support of
the former Ministry of Environment Protection of the Republic of Kazakhstan two years ago.
The main mission of Green Academy is to increase the educational and research potential of
the Government, academia, business and NGO’s in the field of green economy.
I would like to thank the South Korean Government and the Organizing Committee of the
ICBE2018 for the organization of and invitation to this Conference. We know that Declaration
of Green Growth submitted by MCED-5 (Seoul, Korea 2005) has built a good platform for
starting the transition to a green economy in the Asia Pacific Region, including the Republic
of Kazakhstan.
The Republic of Kazakhstan is a pioneer in the region on development of the Green
Concept adopted by the Order of President of the Republic of Kazakhstan HE Nursultan
Nazarbayev in June 2013. Presently, the Government implements the Action Plan of the
Concept on Transition to Green Economy till 2020 and invites countries over the world to
join to EXPO-2017 with title “Energy for Future”.
As you know, this year there will be two UN Global Summits: MDG’s Summit on Sustainable
Development and COP24 in Paris. We hope that in the framework of the ICBE Conferences,
we will develop new suggestions and tools in the promotion of green economy and climate
change mitigation on the global and national levels.
Sincerely,
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WELCOMING ADDRESS

Sang-Youn Lee, Ph.D.

[Chairman, East Asian Business Economics Association, Korea]
Program Co-organizer
It is my great pleasure to welcome all of the distinguished professors, researchers and the
esteemed personnel and special guests for the summer 2018 International Conference on
Business and Economics (ICBE2018). The conference is hosted jointly by the Korea
Distribution Science Association (KODISA), Shandong University of Political Science and Law
of China and will be held in Seoul, South Korea during June 25-27, 2018.
The KODISA together with EABEA Conference aims to provide a communication platform for
scholars, professionals, academics and graduate students not only to present their recent and
latest researches but also share their thoughts and discuss the future development in the
field of management and social sciences, including communication, culture, economy,
education, finance, law, management, politics, psychology, society, and management.
Prospective authors from universities or other educational institutes and industry are
encouraged to submit abstract and/or full paper to our summer conference. All papers
submitted before the deadline will be peer reviewed by independent specialists. Proposals for
holding tutorial, workshop, special session, and exhibition are invited from academia and
industrial bodies, and should be addressed to the conference secretariat.
The conference organizing committee is currently looking for financial sponsors from industry,
academia, and professional bodies. Conference purports to support and encourage
researches in the area of international economics, international business and foreign trade
practices & laws. Especially, my symposium welcomes theoretical and empirical papers in the
broadly-defined international trade as well as Korea trade areas in their scope and/or
implications.
I would like to express special thanks to all the participants, session chairs, reviewers and
organizing representatives who play major role to organize this brilliant summer conference.
Yours sincerely,
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WELCOMING ADDRESS

Mincheol Kim, PhD
[Head of Tourism, Business & Economic Research Institute]
Program Co-organizer
Dear Colleagues,
On behalf of Conference Organizing Committee, We cordially invite you to the (ICBE2018).
It is my great pleasure to welcome all of the distinguished professors, researchers and the
esteemed personnel and special guests for the summer 2018 International Conference on
Business and Economics. The conference is hosted jointly by the Korea Distribution Science
Association (KODISA), Shandong University of Political Science and Law of China and will
be held in Seoul, South Korea during June 25-27, 2018.
The KODISA together with ICMA Conference aims to provide a communication platform for
scholars, professionals, academics and graduate students not only to present their recent and
latest researches but also share their thoughts and discuss the future development in the
field of management and social sciences, including communication, culture, economy,
education, finance, law, management, politics, psychology, society, and management.
Prospective authors from universities or other educational institutes and industry are
encouraged to submit abstract and/or full paper to our summer conference. The 2018 ICBE
at Seoul will provide opportunities for discussions and meeting space for various subjects.
We welcome your paper submission and active participation in the presentations.
This conference will provide you with numerous opportunities to interact with the latest
cutting edge theories and practices.
We sincerely look forward to your participation and valuable contribution at this meaningful
gathering in Seoul.
With our warmest regards,
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CONFERENCE MASTER SCHEDULE
DATE

DAY

June 25

Mon

Hotel Check-in
PRE-CONGRESS
TOURS

June 26

TIME

18:00–21:00

Opening
Ceremonies,
Award
Ceremonies,
Reception

PRE-CONGRESS TOURS (extra costs by participants individually)
18:00–21:00 * Greets and Meets: International Night

Track 1
[Mugunghwa Hall]

Track 2
[Camellia]

Track 3
[Water Lily]

Paper Presentations
09:00–10:30
Local Session 1

Paper Presentations
Local Session 2

Paper Presentations
Local Session 3

Joint Symposium 1
KODISA – TBERI
Joint Symposium 2
KODISA – ICMA

10:30-12:00

Paper Presentations
Global Session 1

Paper Presentations
Global Session 2

Paper Presentations
Global Session 3

Joint Symposium 3
KODISA – EABEA

12:00-13:30

Lunch Break

Lunch Break

Lunch Break

Lunch Break

13:30–15:00

Paper Presentations
Global Session 4

Paper Presentations
Global Session 5

Paper Presentations
Global Session 6

Paper Presentations
Local Session 4

15:00-16:30

Paper Presentations
Global Session 7

Paper Presentations
Global Session 8

Paper Presentations
Global Session 9

Paper Presentations
Global Session 10a,b

17:00–18:00

CONFERENCE OPENING CEREMONIES [Convention Center]
CONGRESS AWARD CEREMONY

Tue

Academic Paper
Presentations

EVENT & VENUE

Track 4
[Magnolia]

18:00–21:00 RECEPTION [Mugunghwa Hall]
June 27

ICBE2018 Conference Tour Duration: 8:00am - 4:00pm (8 hours)

Wed

ICBE2018
Conference
Tour

ICBE2018 Conference Tour:
Duration: 8:00am - 4:00pm (8 hours)
09:00-17:00 Destination: PyeongChang
Theme: Post-Adventures to 2018 Olympic Winter Games
Departure-Return: Hotel NOVOTEL Yongsan Seoul

Close
17:00

CONFERENCE CLOSE
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CONFERENCE PROGRAM SCHEDULE

Day 1 Schedule: Monday, June 25, 2018
PRE-CONGRESS TOURS (extra costs by participants individually)
* Greets and Meets: International Night
18:00 – 21:00 * place and time will be announced later.

Day 2 Schedule: Tuesday, June 26, 2018
Academic Paper Presentations
[Track 1]: Local Session 1 [Mugunghwa Hall]
Session L1a: 09:00–09:40 Tuesday June 26
Session Chair : Yongcheol Hwang, Ph.D.
(Jeju National University, Korea)
Paper L31: A Study on the Effects of Social worker interpersonal relationship, Organizational
Culture and on Job Satisfaction
Researcher: Myung-Hee Jung, Jungwon university, Korea.
Discussant: Jong-Kook Shin, Caroline University, CA, USA

Paper L32: Structural Relationship Among Product Attributes, Empathy, Value

Consistency and Repurchase Intention
Researcher: Sangjin Han, Jeju National University, Korea.
Yongcheol Hwang, Jeju National University, Korea.
Discussant: Myung-Hee Jung, Jungwon University, Korea.

Paper L14: A Study on the Antecedents and Dependent Variables of Positive Emotion
in China Service Market
Researcher: Xin Chen, Daejeon University, Korea
Gyu-Bae Kim, Daejeon University, Korea
Discussant: Young-Sang Cho, KongJu National University, Korea
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Academic Paper Presentations
[Track 1]: Local Session 2 [Mugunghwa Hall]
Session L1: 09:40–10:30 Tuesday June 26
Session Chair : Hee-Joong Hwang, Ph.D.
(Korea National Open University, Korea)
Paper L15: Cafeteria Use by Generation Z Students and Effect of Importance of Selection
Attributes on Satisfaction: The Moderating Roles of Gender, Grade, and Allowance
Researcher: Seong-Soo Cha, Eulji University, Korea
Discussant: Jinhwan Kim, Korea National Open University, Korea

Paper L16: The Megaship and Its Impacts
Researcher: Jinhwan Kim, Korea National Open University, Korea
Discussant: Seong-Soo Cha, Eulji University, Korea

Paper L17: A Study on the Flatness Measurement Device for Engine Covers of Automobiles
Researcher: Byeong-Ro Min, Daelim University College, Korea
Mueng-Gyu Park, Pyeongtaek University, Korea
Se-Hun Oh, Chung-Ang University, Korea
Se-Bu Oh, Chung-Ang University, Korea
Discussant: Gyu-Bae Kim, Daejeon University, Korea

Paper L18: Developed of Automotive Bolt Supply and Automatic Quantity Feeder for
Productivity Improvement
Researcher: Byeong-Ro Min, Daelim University College, Korea
Mueng-Gyu Park, Pyeongtaek University, Korea
Se-Hun Oh, Chung-Ang University, Korea
Kwee-Bo Sim, Chung-Ang University, Korea
Se-Bu Oh, Chung-Ang University, Korea
Discussant: Jinhwan Kim, Korea National Open University, Korea

Academic Paper Presentations
[Track 2]: Local Session 2 [Camellia]
Session L2a: 09:00–09:40 Tuesday June 26
Session Chair : Myung-Hee Jung, Ph.D.
(Jungwon University, Korea)
Paper L19: A Study on the Repurchase Intention of Korean Fashion Brands by Chinese
Ladies
Researcher: Yi-Xuan Zhang, Kongju National University, Korea
Jong-Ho Lee, Kongju National University, Korea
Discussant: Young-Sang Cho, KongJu National University, Korea
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Paper L20: A Study on the Repurchase Intention of Leisure Foods Using Online Shopping
Mall in China: Focused on the Purchase of Three Squirrels
Researcher: Shan-Kai Yu, Kongju National University, Korea
Jong-Ho Lee, Kongju National University, Korea
Discussant: Young-Sang Cho, Kongju National University, Korea

Paper L21: A Study on the Chinese of Korean E-learning Webpage Ｃontinuance Using
Intention
Researcher: Hong-Hao Xu, Kongju National University, Korea
Jong-Ho Lee, Kongju National University, Korea
Discussant: Young-Sang Cho, Kongju National University, Korea

Paper L22: A Study on the Buying of Product Attributes, Personal Traits and Government
Policy based on New Energy Vehicle in China
Researcher: Xu Shu, Kongju National University, Korea
Jong-Ho Lee, Kongju National University, Korea
Discussant: Young min Kim, Seoul Cyber University, Korea

Academic Paper Presentations
[Track 2]: Local Session 2 [Camellia]
Session L2b: 09:40–10:30 Tuesday June 26
Session Chair : Eung-Kyo Suh, Ph.D.
(Dankook University, Korea)
Paper L23: A study on the continuous use intention of sharing Economic Service App
Researcher: Fei Teng, Kongju National University, Korea
Jong-Ho Lee, Kongju National University, Korea
Discussant: Young min Kim, Seoul Cyber University, Korea

Paper L24: A Study on the Use Intention of Xiaomi in Korean Market
Researcher: Peng-Ru Jin, Kongju National University, Korea
Jong-Ho Lee, Kongju National University, Korea
Discussant: Young-Sang Cho, Kongju National University, Korea

Paper L25: A Study on Agricultural Traits and consumer traits of EC in China
Researcher: An-Yun Ge, Kongju National University, Korea
Jong-Ho Lee, Kongju National University, Korea
Discussant: Young min Kim, Seoul Cyber University, Korea
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Academic Paper Presentations
[Track 3]: Local Session 3 [Water Lily]
Session L3: 09:30–10:30 Tuesday June 26
Session Chair : Jong-Ho Lee, Ph.D.
(Kongju National University, Korea)

Paper L26: Influence on the Use Intention of Alipay Payment Service by Chinese
Korea-Visiting Tourists by Social Welfare Workers
Researcher: Ming-Guang He, Kongju National University, Korea
Myung-Hee Jung, Jungwon University, Korea
Jong-Ho Lee, Kongju National University, Korea
Discussant: Young min Kim, Seoul Cyber University, Korea

Paper L27: A Study on Chinese Buying of Korean Products through Overseas Direct Online
Shopping by Social Welfare Workers
Researcher: Wen-Qian Dai, Kongju National University, Korea
Myung-Hee Jung, Jungwon University, Korea
Jong-Ho Lee, Kongju National University, Korea
Discussant: Myung-Hee Jung, Jungwon University, Korea.

Paper L28: The Applications of Artificial Intelligence in Health Care
Researcher: Dong-Jin Shin, Pai Chai University, Korea
Discussant: Myung-Hee Jung, Jungwon University, Korea.

Paper L29: The Applications of Neuromarketing in Consumer Behavior
Researcher: Dong-Jin Shin, Pai Chai University, Korea
Discussant: Myung-Hee Jung, Jungwon University, Korea.

Paper L30: The Analysis on Preparation Status of 4th Wave of Visegrad Group
Researcher: Dong-Hwa Kim, TDT University, Korea
Dae-Sung Seo, Sungkyul University, Korea
Discussant: Myung-Hee Jung, Jungwon University, Korea.

Academic Paper Presentations
[Track 4]: Joint Symposium Session 1 [Magnolia Hall]
Session J1: 09:00–09:30 Tuesday June 26
2018 KODISA – TBERI Symposium
Theme: Business and Economic Convergence
Organizer: Tourism, Business and Economic Research Institute
Session Chair: Min-Cheol Kim, Ph.D.
(Jeju National University, Korea)
Paper J1: Application of Covey’s 7 Habits
Researcher: Heecheol Kim, Jeju National University, Korea
Mincheol Kim, Jeju National University, Korea
Discussant: Myoung-Kil Youn, Eulji University, Korea
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Paper G1-3: Unconventional Strategic Alliance of Amazon, Berkshire, and JP Morgan
Researcher: Dongho Kim, SUNY Empire State College, USA
Myoung-Kil Youn, Eulji University, Korea
Discussant: Heecheol Kim, Jeju National University, Korea

Paper G1-1: A Viewpoint to Analyze Retail Internationalization of emerging Asian Countries
Researcher: Myung-Rae Cho, Kagawa National University, Takamausu, Japan
Sang-Chul Choi, Kansai University, Osaka, Japan
Do-Hyeong Ryu, Wakayama National University, Wakayama, Japan
Discussant: Dongho Kim, SUNY Empire State College, USA

Academic Paper Presentations
[Track 4]: Joint Symposium Session 2 [Magnolia Hall]
Session J2: 09:30–10:30 Tuesday June 26
2018 KODISA – ICMA Symposium
Theme: Business and Economic Convergence
Organizer: International Convergence Management Association
Session Chair: Hoe-Chang Yang, Ph.D.
(Jangan University, Korea)
09:30-09:40
09:40-09:50
09:50-10:00
10:00-10:30

Registration
Chairman’s greeting
Coffee Break
Session Presentations

Paper J2: The Effect of ‘Smartphone Addiction’ on Family, Daily Life, and Society and
Counseling Therapy for Recovery as a Family Member
Researcher: Jaeyong Choi, Korea Social Media Agency, Korea
Discussant: Tae-Joong Kim, Chungnam National University, Korea

Paper J3: Determinant of Hedging and Its Impact on Firm Value: After Controlling
Endogeneity Problem Using A Two-Stage Analysis
Researcher: Sang-Ik Seok, KAIST, Korea
Tae-Hyun Kim, KAIST, Korea
Hoon Cho, KAIST, Korea
Tae-Joong Kim, Chungnam National University, Korea
Discussant: Jaeyong Choi, Korea Social Media Agency, Korea

Paper J6: A Study on SEMs’ Performance Compensation Strategy Using AHP and IPA
Researcher: Woo-Ryeong Yang, Korea Polytechnic University, Korea
Yoo-Gue Kim, Korea Polytechnic University, Korea
Hoe-Chang Yang, Jangan University, Korea
Discussant: Tae-Hyun Kim, KAIST, Korea.
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Paper J7: The Effect of Cosmetics Company's CRM Activities and Service Quality of
Cosmetics Store on Customer Satisfaction and Repurchase Intention
Researcher: Yoon-Young Kim, Anyang University, Korea
Hoe-Chang Yang, Jangan University, Korea
In-Ho Kim, Anyang University, Korea
Discussant: Yoo-Gue Kim, Korea Polytechnic University, Korea

Paper J8: The Effects of Business Orientation on Relationship Quality in B2B Transaction of
MRO Companies: Mediating Effect of Rapport
Researcher: Kyoung-Jae Lm, Korea Polytechnic University, Korea
Ok-Hyun Ryou, Korea Polytechnic University, Korea
Discussant: In-Ho Kim, Anyang University, Korea

Academic Paper Presentations
[Track 4]: Joint Symposium Session 2 [Magnolia Hall]
Session J2: 10:30–12:00 Tuesday June 26
2018 KODISA – EABEA Symposium
Theme: Asian Business and Economy
Organizer: East Asia Business Economics Association
Session Chair: Sang-Youn Lee, Ph.D.
(Caroline University, CA, USA.)
10:30-10:40
10:40-10:50
10:50-11:00
11:00-12:00

Registration
Chairman’s greeting
Coffee Break
Session Presentations

Paper J4: The Effects of Corporate Social Responsibility on Job Performance: Moderating
Effects of Authentic Leadership and Meaningfulness of Work
Researcher: Hoe-Chang Yang, Jangan University, Korea
Young-Ei Kim, Seoul Digital University, Korea
Discussant: Yongcheol Hwang, Jeju National University, Korea.

Paper J8: The effects of the delivery service quality of online fresh food shopping malls on
e-satisfaction and repurchase intention of online customers
Researcher: Jong-Kook Shin, Caroline University, CA, USA
Sang-Youn Lee, Caroline University, CA, USA
Discussant: Myung-Hee Jung, Jungwon University, Korea
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Academic Paper Presentations
[Track 1]: Global Session 1 [Mugunghwa Hall]
Session G1: 10:30–12:00 Tuesday June 26
Session Chair: Rajasekhara Mouly Potluri, Ph.D.
(American University of Nigeria, Nigeria)
G1a: The Formation of Information and High Technologies Clusters of Kazakhstan’s in Conditions of
Digitalization in Framework of Industry 4.0
Anel A. Kireyeva Institute of Economics of the Ministry of Education and Science of the Republic of Kazakhstan,
Almaty, Republic of Kazakhstan
Nailya K. Nurlanova Institute of Economics of the Ministry of Education and Science of the Republic of
Kazakhstan, Almaty, Republic of Kazakhstan
Farida G. Alzhanova Institute of Economics of the Ministry Education and Science of Republic of Kazakhstan,
Almaty, Republic of Kazakhstan
Nazerke A. Abilkaiyr Department of Postgraduate Education, Kazakhstan’s Medical University, Almaty, Republic
of Kazakhstan

G4a: A Study on Challenges of Transport Sector in India: A Dyadic Perspective
Rajasekhara Mouly Potluri School of Business & Entrepreneurship, American University of Nigeria, Yola,
Nigeria
Satagopam Padma Tejaswi Department of Civil Engineering, National Institute of Technology Karnataka,
Mangalore, India

G8: Global Energy, Environment and Transportation Sector - Issues, Challenges and Future
Prospects
Arya Kumar Economics & Finance Department, Birla Institute of Technology & Science (BITS) – Pilani, India

G28a: Measuring the CO2 Reduction Performance on Industry Level in Taiwan:
Evidence from a Meta-Frontier SBM Model with Undesirable Output
Sheng-Hsiung Chiu Accounting School, Nanfang College of Sun Yat-Sen University, Guangzhou, China,
Market Intelligence & Consulting Institute (MIC), Institute for Information Industry (III), Taiwan
Shi-Li Xiao Accounting School, Nanfang College of Sun Yat-Sen University, Guangzhou, China
Xin-Miao Tan Accounting School, Nanfang College of Sun Yat-Sen University, Guangzhou, China
Tzu-Yu Lin Accounting School, Nanfang College of Sun Yat-Sen University, Guangzhou, China
Helen Yang Market Intelligence & Consulting Institute (MIC), Institute for Information Industry (III), Taiwan

G2: Assessment of Decarbonization Potential of Basic Sectors of the Economy of the
Republic of Kazakhstan
Bakhyt K. Yessekina The Scientific Research and Education Center “Green Academy”
Astana, Republic of Kazakhstan
Raushan Satova Eurasian Law Academy named after Kunayev D.A.
Almaty, Republic of Kazakhstan
Makpal S. Bekturganova Institute of Economics of the Ministry Education and Science of the Republic of
Kazakhstan, Almaty, Republic of Kazakhstan
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Academic Paper Presentations
[Track 2]: Global Session 2 [Camellia]
Session G2: 10:30–12:00 Tuesday June 26
Session Chair: Tantatape Brahmasrene, Ph.D.
(Purdue University Northwest, USA)

G9a: Long-run and Short-run Dynamic Relationships between Exchange Rates,
Macroeconomic Variables and Stock Prices in Korea
Jung Wan Lee Administrative Sciences Department, Metropolitan College, Boston University, Boston, USA
United States
Tantatape Brahmasrene College of Business, Purdue University Northwest, Westville, USA United States

G10a: Effects of Canadian Exchange Rate Volatility on Imports and Exports
Ali Farhan Chaudhry Ted Rogers School of Management, Ryerson University, Toronto, Canada
Ayşe Yüce Ted Rogers School of Management, Ryerson University, Toronto, Canada

G12a: Does Household Credit Benefit Child Schooling for the Poorest Ethnic Minorities? New
Evidence from a Transitional Economy
Pham Huu Hong Thai Faculty of Banking and Finance, University of Finance - Marketing, HCMC, Vietnam

G37: Estimation of the Asymmetric ACD-PIN Model: The Case of Taiwan Stock Exchange
Teng-Tsai Tu Graduate Institute of International Business, National Taipei University, New Taipei City, Taiwan,
R.O.C.
Duong Truc Phuong Global Master Business Program, National Taipei University, New Taipei City, Taiwan,
R.O.C.

G40: Asymmetric Timeliness of Earnings, Market-To-Book and Conservatism in Financial
Reporting in Kazakhstan
Aizhan Baimukhamedova Consultancy and Training Department, The Ministry of Science, Industry and
Technology, Ankara, Turkey
Yelena Konovalova Kazakh-British Technical University, Almaty, Kazakhstan
Rashid Makarov KIMEP University, Almaty, Kazakhstan
Gulzada S. Baimukhamedova Department of Economics and Management, Kostanai Social-Technical University
by Z.Aldamzhar, Kostanai, Kazakhstan
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Academic Paper Presentations
[Track 3]: Global Session 3 [Water Lily]
Session G3: 10:30–12:00 Tuesday June 26
Session Chair: Plavini Punyatoya, Ph.D.
(Xavier University, India)
G13a : An Empirical Study about the Influence of Country Personality and Product
Involvement on Consumer’s Purchase and Visit Intentions
Ana F. Antunes de Sousa School of Economics and Management (EEG), University of Minho, GOVCOPP,
University of Aveiro, Braga, Portugal
Helena M. Nobre DEGEIT - Economics, Management, Industrial Engineering and Tourism, GOVCOPP,
University of Aveiro, Braga, Portugal
Minoo Farhangmehr School of Economics and Management (EEG), University of Minho, Braga, Portugal

G14: Concept of Market Distortion in Diagnosis and Cure Service Context
Jennifer J. Lee Administrative Sciences Department, Metropolitan College, Boston University, Boston, USA

G17a: Factors Affecting Consumer Adoption of Sustainability Innovations
Plavini Punyatoya Xavier Institute of Management, Xavier University, Bhubaneswar, India

G19a: Service Innovation of 3/2 Star Hotel in Bandung
Dwi Lestari Yuliani School of Business and Management, Institut Teknologi Bandung, Kota Bandung,
Indonesia
M. I. Laode School of Business and Management, Institut Teknologi Bandung, Kota Bandung, Indonesia

G16: Impact of Brand Loyalty in Assessing Purchase Intentions of Customer:
A Study of Automobile Industry in Bahawalpur, Pakistan
Rizwan Qaiser Danish Hailey College of Commerce, University of Punjab, Lahore, Pakistan
Muhammad Asim Faheem Lahore Business School, The University of the Lahore, Lahore, Pakistan
Areeba Mann Lahore Business School, The University of the Lahore, Lahore, Pakistan

Lunch Break
12:00-13:30
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Academic Paper Presentations
[Track 1]: Global Session 4 [Mugunghwa Hall]
Session G4: 13:30–15:00 Tuesday June 26
Session Chair: Jennifer J. Lee, Ph.D.
(Boston University, USA)
G3: Corporate Social Responsibility and Its Impact on the Nigerian Consumer Behavior
Rajasekhara Mouly Potluri School of Business & Entrepreneurship, American University of Nigeria, Yola,
Nigeria
Lukman Raimi School of Business & Entrepreneurship, American University of Nigeria, Yola, Nigeria

G15a: The Effect of Different Post-Purchase Discount Formats on Consumers’ Perceptions of
Loss and Willingness to Return the Product
Xu, Administrative Sciences Department, Metropolitan College, Boston University, eqing Luo Graduate Student
Boston, USA
Jennifer J. Lee Administrative Sciences Department, Metropolitan College, Boston University, Boston, USA

G29a: The Impact of Hallyu 4.0 and Social Media on Korean Products Purchase Decision of
Generation C in Vietnam
Nguyen Xuan Truong Faculty of Marketing, University of Finance – Marketing, Ho Chi Minh City, Vietnam
Nguyen Thi Phuong Linh Faculty of Marketing, University of Finance – Marketing, Ho Chi Minh City, Vietnam

G22a: An Exploratory Study of Factors Affecting Customer’s Satisfaction on Online Shopping
Duong Tan Phat Faculty of Commerce, University of Finance-Marketing, Ho Chi Minh City, Vietnam
Tran Thi Hong Anh Faculty of Commerce, University of Finance-Marketing, Ho Chi Minh City, Vietnam
Dang Nguyen Hoai Thu Faculty of Commerce, University of Finance-Marketing, Ho Chi Minh City, Vietnam
Nong Thi Nhu Mai Faculty of Commerce, University of Finance-Marketing, Ho Chi Minh City, Vietnam

G11: Managerial Constructs and Performance of Small and Medium Enterprises in Bauchi
State, Nigeria
Ibrahim Aliyu Department of Business Administration, Bauchi State University Gadau, Gadau, Nigeria

G41: Online Buying Behaviour of Customers in Bangladesh: An Empirical Study
Md Adnan Rahman PUTRA Business School, Universiti PUTRA Malaysia (UPM), Seri Kembangan, Malaysia

22

Academic Paper Presentations
[Track 2]: Global Session 5 [Camellia]
Session G5: 13:30–15:00 Tuesday June 26
Session Chair: Nailya K. Nurlanova, Ph.D.
(Institute of Economics of the Ministry of Education and Science of
the Republic of Kazakhstan, Kazakhstan)
G31a: Investment and Determinants of Investment Cash Flow Sensitivity: Evidence from
Privately Listed Chinese Firms
Yi-Chang Chen Accounting School, Nan-Fang College of Sun Yet-Set University Guanzhou, China
Huo-Lien Tsai Department of Finance, National Sun Yat-Sen University, Taiwan
Yanzhang Qiu Accounting School, Nan-Fang College of Sun Yet-Set University, Guanzhou, China
Linna Deng Accounting School, Nan-Fang College of Sun Yet-Set University, Guanzhou, China
Lin Yu Accounting School, Nan-Fang College of Sun Yet-Set University, Guanzhou, China

G27: Economic Impact of Modern Energy Infrastructures Investments on the Regional
Economic Growth of Guangdong Province in China
Tzu-Yu Lin Accounting School, Nanfang College of Sun Yat-Sen University, Guangzhou, China
Sheng-Hsiung Chiu Accounting School, Nanfang College of Sun Yat-Sen University, Guangzhou, China
Zi-Le Li Accounting School, Nanfang College of Sun Yat-Sen University, Guangzhou, China

G35a: A Study on the Dynamic Relationship between Cultural Industry and Economic Growth
Yugang He International Trade Department, Commercial College, Chonbuk National University, Korea

G20: Problems of the Spatial Inequality in Kazakhstan and the Ways of Their Solution
Nailya K. Nurlanova Institute of Economics of the Ministry of Education and Science of the Republic of
Kazakhstan, Almaty, Republic of Kazakhstan
Anel A. Kireyeva Institute of Economics of the Ministry of Education and Science of the Republic of
Kazakhstan, Almaty, Republic of Kazakhstan

Academic Paper Presentations
[Track 3]: Global Session 6 [Water Lily]
Session G6: 13:30–15:00 Tuesday June 26
Session Chair: Narasimha Rao Vajjhala, Ph.D.
(American University of Nigeria, Nigeria)
G5a: An Exploratory Study on the Efficacy of Big Data Analytics to Indian SME’s
Narasimha Rao Vajjhala Computer Science & Software Engineering, School of Information Technology and
Computing, American University of Nigeria, Yola, Nigeria
Rajasekhara Mouly Potluri Management/Marketing, School of Business & Entrepreneurship, American University
of Nigeria, Yola, Nigeria
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G18: Exploring the Importance of Social Media on Operations Strategy to Improve
Organization Performance
Durgesh Pattanayak Tata Steel Ltd, India

G30a: Outbound Service Quality at Wan Hai Lines
Ha Nam Khanh Giao The Institute of Applied Economics, University of Finance - Marketing, Ho Chi Minh
City, Vietnam
Bao Trung Department of Science Administration, University of Finance - Marketing, Ho Chi Minh City,
Vietnam
Pham Quang Truong School of Business Administration, Saigon International University, Ho Chi Minh City,
Vietnam

G33: An Inverted U-shaped Relationship between Information Transparency and Idiosyncratic
Risk
Yi-Chang Chen Nan-Fang College of Sun Yet-Set University, Guanzhou, China
Mao-Feng Kao Department of Accounting, National Dong Hwa University, Taiwan
Hui-Cheng Yu School of Accounting, Hunan University of Commerce, China
Yuwen Yang Accounting School, Nan-Fang College of Sun Yet-Set University, Guanzhou, China
Yixuan Fu Accounting School, Nan-Fang College of Sun Yet-Set University, Guanzhou, China

G42: Employee Motivation in Social Enterprises: Tackling the Dual Mission Dilemma
Mohammad Zainuddin Putra Business School, Universiti Putra Malaysia, Selangor, Malaysia
Ida Md. Yasin Putra Business School, Universiti Putra Malaysia, Selangor, Malaysia

Academic Paper Presentations
[Track 1]: Local Session 4 [Magnolia Hall]
Session L4: 13:30–15:00 Tuesday June 26
Session Chair : Young-Ei Kim, Ph.D.
(Seoul Digital University, Korea)
Paper L1: How different Korean retailers are from Japanese ones, in terms of taking a social
responsibility for product scandal?
Researcher: Young-Sang Cho, Kong-Ju National University, Korea
Young-Arm Kwak, Shinhan University, Korea
Discussant: Hye-Jin Kim, Chosun University, Korea

Paper L2: A Study on Predicting Shopper’s Retail Format Choice
Researcher: Byong-Kook Yoo, Incheon National University, Korea
Soon-Hong Kim, Incheon National University, Korea
Discussant: Young-Sang Cho, Kong-Ju National University, Korea
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Paper L3: How does the time variation of customer satisfaction affect Korean retail firms’
performance?
Researcher: Mi-Jeong Kim, Kyungsung University, Korea
Chul-Joo Park, Sahmyook University, Korea
Discussant: Byong-Kook Yoo, Incheon National University, Korea

Paper L4: Corporate Social Responsibility and Asymmetric Information: Evidence from Korean
Retail Firms
Researcher: Sang-Su Kim, Korea National Open University, Korea
Jeong-Hwan Lee, Hanyang University, Korea
Discussant: Mi-Jeong Kim, Kyungsung University, Korea

Paper L5: How Corporate Social Responsibility Affect Asymmetric Information in the Korean
Market?
Researcher: Jeong-Hwan Lee, Hanyang University, Korea
Bo-Hyun Yoon, Kangwon National, Korea
Discussant: Sang-Su Kim, Korea National Open University, Korea

Paper L6: A Study on Perceived Technology Acceptance Factors to the Continous Use
Intention of Sharing Economy: Focusing on the Didi Chuxing Car Sharing Service
Researcher: Zhao Min, Incheon National University, Korea
Soon-Hong Kim, Incheon National University, Korea
Discussant: Jeong-Hwan Lee, Hanyang University, Korea

Paper L7: Predicting Chinese Consumers’ Intentions to Purchase Organic Food based on
TPB Model
Researcher: Li Yu, Chonbuk National University, Korea
Discussant: Soon-Hong Kim, Incheon National University, Korea

Paper L8: The Image Effect on Chinese Customers’ Intention to Visit Korea for Medical
Tourism
Researcher: Peishan Li, Konkuk University, Korea
Feng Gao, Konkuk University, Korea
Jun Zhang, Konkuk University, Korea
Discussant: Soon-Hong Kim, Incheon National University, Korea

Paper L9: A Study on the Dynamic Relationship between Cultural Industry and Economic
Growth
Researcher: Yugang He, Chonbuk National University, Korea
Discussant: Li Yu, Chonbuk National University, Korea

Paper L10: The Influence of O20 Service Usability on the Purchase Intention through Reliability
Formation Process : Focusing on Smart Order
Researcher: Hyung-Jin Kim, Eulji University, Korea
Hui-Ae Ahn, Eulji University, Korea
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Da-Hye Kim, Eulji University, Korea
Seong-Soo Cha, Eulji University, Korea
Discussant: Jun Zhang, Konkuk University, Korea

Paper L11: Study for Introducing Block-chain to the Online Shopping Mall Sales System
Researcher: Jung-Hwa Seo, Eulji University, Korea
Pan-Jin Kim, Chodang University, Korea
Myoung-Kil Youn, Eulji University, Korea
Discussant: Jun Zhang, Konkuk University, Korea

Paper L12: A Study on the Effect of Communication of Flight Attendant on Customer Loyalty
Researcher: Yun-Young Lee, University, Korea
Hye-Yoon Park, Hanseo University, Korea
So-Yeon Park, University, Korea
Discussant: Seong-Soo Cha, Eulji University, Korea

Paper L13: The Intensity Of Job Search And Search Duration
Researcher: Doghae Lee, Kaya University, Korea
Sangki Lee, Kaya University, Korea
Discussant: Hye-Yoon Park, Hanseo University, Korea

Paper G1-2: Research on the Status Quo and Countermeasures of Cross-border Electronic
Commerce in Shandong Province
Researcher: Yi Shan, Zao zhuang University, China
Discussant: Doghae Lee, Kaya University, Korea

Academic Paper Presentations
[Track 1]: Global Session 7 [Mugunghwa Hall]
Session G7: 15:00–16:30 Tuesday June 26
Session Chair: Anel A. Kireyeva, Ph.D.
(Institute of Economics of the Ministry of Education and Science of
the Republic of Kazakhstan, Kazakhstan)
G6: Why Can’t We Have It Both? A Discussion on Work-Life Balance and Women Career
Advancement in Malaysia
Nursyamsyul Syifa Mustapa Faculty of Leadership and Management, Islamic Science University of Malaysia,
Nilai, Malaysia
Khairunneezam Mohd Noor Faculty of Leadership and Management, Islamic Science University of Malaysia,
Nilai, Malaysia
Mahazan Abdul @Talib Faculty of Leadership and Management, Islamic Science University of Malaysia, Nilai,
Malaysia
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G7: Work Performance Challenges faced by Working Single Mothers in Malaysia
Noor Watee Rahman Department of Social Sciences and Development, Faculty of Human Ecology, Universiti
Putra Malaysia, Serdang, Malaysia
Haslinda Abdullah Department of Social Sciences and Development, Faculty of Human Ecology, University
Putra Malaysia, Serdang, Malaysia
Norazlina Mohd Darus Faculty of Technology Management and Technopreneur, Universiti Teknikal Malaysia
Melaka (UTeM), Melaka, Malaysia

G21: Formation of the New Quality of Human Capital Assets in Conditions of Innovative
Modernization of Kazakhstan
AMarziya K. Meldakhanova Institute of Economics of the Ministry of Education and Science of the Republic of
Kazakhstan, Almaty, Republic of Kazakhstan
Saule A. Kaliyeva Institute of Economics of the Ministry of Education and Science of the Republic of
Kazakhstan, Almaty, Republic of Kazakhstan
Murat A. Adilkhanov Institute of Economics of the Ministry of Education and Science of the Republic of
Kazakhstan, Almaty, Republic of Kazakhstan
Anel A. Kireyeva Institute of Economics of the Ministry of Education and Science of the Republic of
Kazakhstan, Almaty, Republic of Kazakhstan

G24a: The Effect of Two-Dimensional Factor on Municipal Civil Servants’ Job Satisfaction
and Public Policy Implications
Nguyen Ngoc Duy Phuong International University, Vietnam National University, Ho Chi Minh City, Vietnam
Mai Ngoc Khuong International University, Vietnam National University, Ho Chi Minh City, Vietnam
Le Huu Phuc International University, Vietnam National University, Ho Chi Minh City, Vietnam
Le Nguyen Thanh Dong International University, Vietnam National University, Ho Chi Minh City, Vietnam

Academic Paper Presentations
[Track 2]: Global Session 8 [Camellia]
Session G8: 15:00–16:30 Tuesday June 26
Session Chair: Mohan Lal Agarwal, Ph.D.
(MENA College of Management, UAE)
G25: The Impact of Organizational Justice on Employee’s Job Satisfaction and Organizational
Citizenship Behavior in Higher Education Institutions: A Conceptual Model and Research
Propositions
Le Nguyen Thanh Dong University of Economics and Finance, Ho Chi Minh City, Vietnam
Nguyen Ngoc Duy Phuong School of Business, International University, Vietnam National University, Ho Chi
Minh City, Vietnam

G26: Ethical Leadership, Organizational Justice and Supporting Environment on Employee
Engagement: Empirical Evidences for Public Policy Implications
Nguyen Ngoc Duy Phuong International University, Vietnam National University, Ho Chi Minh City, Vietnam
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Mai Ngoc Khuong International University, Vietnam National University, Ho Chi Minh City, Vietnam
Thai Hoang Quoc International University, Vietnam National University, Ho Chi Minh City, Vietnam
Le Nguyen Thanh Dong International University, Vietnam National University, Ho Chi Minh City, Vietnam

G34: Servicescape and Customer Happiness in Government Services: The Evolving Case of
KHDA Dubai
Abdel Moneim M. B. Ahmed MENA College of Management, Dubai, UAE
Mohan Lal Agarwal MENA Case & Simulation Center, MENA College of Management, Dubai, UAE

G36: A Study on the Development Strategy of the Taiwan Beauty SPA Industry
Hsin-Fen Chien Graduate School of Department of Cosmetic Science, Vanung University, New Taipei City,
Taiwan, R.O.C.
Teng-Tsai Tu Graduate Institute of International Business, National Taipei University, New Taipei City, Taiwan,
R.O.C.
Chun-Yu Chen Graduate School of Department of Cosmetic Science, Vanung University, New Taipei City,
Taiwan, R.O.C.

Academic Paper Presentations
[Track 3]: Global Session 9 [Water Lily]
Session G9: 15:00–16:30 Tuesday June 26
Session Chair: Pham Huu Hong Thai, Ph.D.
(University of Finance – Marketing, Vietnam)
G23a: Factors of Being a Good Leader: A Case of University of Finance-Marketing in
Vietnam
Dinh Thi Thanh Hien International Business, University of Finance – Marketing, Ho Chi Minh City, Vietnam
Dang Thuy Ngoc Quynh International Business, University of Finance – Marketing, Ho Chi Minh City, Vietnam
Chu Nhat Vinh Hung International Business, University of Finance – Marketing, Ho Chi Minh City, Vietnam

G43: Organizational Life Cycles: Growth or Development? Cases from Textile & Clothing
Industry in Kazakhstan
Sholpan M. Maralbayeva Almaty Management University, Almaty, Republic of Kazakhstan

G32: The Effect of Beta-Herding on Taiwan’s Market: DCC-MIDAS Approach
Yi-Chang Chen Accounting School, Nan-Fang College of Sun Yet-Set University Guanzhou, China
Cong Huang Accounting School, Nan-Fang College of Sun Yet-Set University, Guanzhou, China
Chunxiu Qiu Accounting School, Nan-Fang College of Sun Yet-Set University, Guanzhou, China
Yantong Jin Accounting School, Nan-Fang College of Sun Yet-Set University, Guanzhou, China
Xinyi Ma Accounting School, Nan-Fang College of Sun Yet-Set University, Guanzhou, China
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G38: The Ways of Developing Efficient Innovation Management in Healthcare System
Zhazira Kusmoldayeva Management and Marketing Department, High School of Economics and Business,
Al-Farabi Kazakh National University, Almaty, Republic of Kazakhstan

G39: Silk Road – The Stage in Development of Effective International Transport-Logistic
Infrastructure
Madina Sharapyieva Management and Marketing Department, High School of Economics and Business,
Al-Farabi Kazakh National University, Almaty, Republic of Kazakhstan
Karlygash Mukhtarova Department of Management and Marketing, High School of Economics and Business,
Al-Farabi Kazakh National University, Almaty, Republic of Kazakhstan

Academic Paper Presentations
[Track 4]: Global Session 10a [Magnolia Hall]
Session G4: 15:00–15:30 Tuesday June 26
Session Chair : Shuai Su, PhD.
(Shandong University of Political Science and Law, China)
Paper G1-6: Research on Development Problems and Countermeasures of Shared Bicycles
in China
Researcher: Hang Gao, Shandong University of Political Science and Law, China

Paper G1-7: Evolutionary of Product Quality Control in Chinese Online Shopping Platform
Researcher: Bo Li, Shandong University of Political Science and Law, China

Paper G1-8: Evaluation of Regional Innovation Capability of High-tech Industry Based on
Factor Analysis
Researcher: Peizhe Li, Nanjing University of Aeronautics and Astronautics, China
Shanshan Pei, Shandong University of Political Science and Law, China

Paper G1-9: A Grey Correlation Analysis Method for Relationship of the Overseas M&A and
Business Growth of Commercial Banks
Researcher: Liu Xiaohong, Shandong University of Political Science and Law, China

Paper G1-10: Budget Reform and Fiscal Sustainability: Experience of South Korea
Researcher: Lyu Xia, Wuhan Business University, Wuhan, China
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Academic Paper Presentations
[Track 4]: Global Session 10b [Magnolia Hall]
Session G4: 15:30–16:00 Tuesday June 26
Session Chair : Jin-Hwan Kim, PhD.
(Korea National Open University, Korea)

Paper G1-11: A Comparative Study on Trade Facilitation Policies in Free Trade Zone of
China and South Korea
Researcher: Pan Ying, Wuhan Business University, Wuhan, China

Paper G1-12: Risks and Supervision of Internet Finance in China: Based on Diamond &
Dybvig Model
Researcher: Dandan Xiao, Shandong University of Political Science and Law, China

Paper G1-13: Analysis on Satisfaction and Influencing Factors of Rural Public Service in
Shandong Province
Researcher: Qiu Zhang, Shandong University of Political Science and Law, China

Paper G1-14: Comparative Study of China and the U.S. Internal Control Regulations
Construction
Researcher: Wang Lin, Shandong University of Political Science and Law, China

Paper G1-15: The Competition of Asia-Pacific Multi-level Free Trade area and the Prospect
of "China-Japan-ROK Free Trade Area"
Researcher: Wang Tngdong, Shandong University of Finance and Economics, China

Paper G1-16: Subsidiary maturity and Parental control
Researcher: Minglei Xie, Shandong University of Political Science and Law, China

Paper G1-17: Study on Chinese Microfinance Company And Rural Development
Researcher: Fengmei Yang, Shandong University of Political Science and Law, China
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Academic Paper Presentations
[Track 4]: Global Session 10b [Magnolia Hall]
Session G4: 16:00–16:30 Tuesday June 26
Session Chair : Jae-Sung Lee, PhD.
(Dong-eui University, Korea)
Paper G1-18: Analysis on the Increasing Marginal Revenue of the Network Economy
Researcher: Yang Jian, Shandong University of Political Science and Law, China
Discussant: Hye-Jin Kim, Chosun University, Korea

Paper G1-19: The Issues on Environmental Costs of China's Sustainable Economic
Development
Researcher: Yue Zhao, Shandong University of Political Science and Law, China
Discussant: Seong-Soo Cha, Eulji University, Korea

Paper G1-20: A study on the China-Japan- Koraa FTA of logistics coorperation in the belt
and road
Researcher: Fan Zhang, Shandong University of Political Science and Law, China
Shuai Su, Shandong University of Political Science and Law, China
Discussant: Jeong-Hwan Lee, Hanyang University, Korea

Paper G1-4: Study on group financial sharing issues in big data era
Researcher: Chen Zhou, Shandong University of Political Science and Law, China
Discussant: Yi Shan, Zao Zhuang University, China

Paper G1-5: A Study on Trade Competitiveness in Automobile Distribution Business
Researcher: Jae-Sung Lee, Dong-eui University, Korea
Discussant: Wang Tngdong, Shandong University of Finance and Economics, China
Seong-Soo Cha, Eulji University, Korea
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Day 2 Schedule: Tuesday, June 26, 2018
17:00–18:00 Tuesday, June 26
Opening Ceremonies and Welcoming Addresses [Convention Center]
Master of Ceremony: Young-Ei Kim, Ph.D.
(Seoul Digital University, Korea)
17:00-17:10 Welcoming Address, President of the Shandong University of Political Science and Law,
China
17:10-17:20 Welcoming Address, Conference Chair, Boston University, USA
17:20-17:30 ICBE2018 & KODISA EXCELLENCE AWARDS CEREMONY
17:30-17:50 BEST PAPER AWARDS AND SCHOLARSHIPS CEREMONY
17:50-18:00 Photo Time

18:00–21:00 Tuesday, June 26
Congress Reception and Awards Ceremony [Mugunghwa Hall]
Master of Ceremony: Jung Wan Lee, Ph.D.
(Boston University, USA)
18:00-18:20 SERVICE COMMENDATION AWARDS AND DISTINGUISHED RESEARCH AWARDS
CEREMONY
18:20-21:00 RECEPTION AND DINNER: Networking and Collaboration for Better Scientific Research
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Day 3 Schedule: Wednesday, June 27, 2018
For International Visitors/Participants/Guests
08:00-16:00 Wednesday, June 27, 2018

ICBE2018 Congress Tour
Duration: 8:00am-4:00pm, Wednesday, June 27, 2018
Destination: PyeongChang [2018 Winter Olympics Surroundings]
Theme: Post-Adventures to PyeongChang 2018 Olympic Games
Tour Bus Route (Departure-Return): Hotel NOVOTEL Yongsan Seoul
PyeongChang
Pyeongchang is a county in Gangwon province of South Korea. It located in the Taebaek
Mountains region. Pyeongchang became famous for tourist because it hosted the 2018
Winter Olympics and the 2018 Winter Paralympics.
Monorails
Visitor can see the ski jump stand before ride the monorail car. This is a perfect landscape
to enjoy sports during winter but only for professional use. And then getting on a monorail
car, you can view Pyeongchang city from the top of the outdoor observatory.
Alpine Coaster
Alpine Coaster is a cross between an alpine slide and a twisting roller coaster. You can
control the speed with a unique hand-braking system. This alpine roller coaster is not only
for adults, but a popular attraction for visitors of all ages.
Woljeongsa Temple
Woljeongsa is a head temple of the Jogye Order of Korean Buddhism, the name means
“Moon Vitality Temple”. This is composed of 60 temples and 8 monasteries made into one
large temple. Located in the forest of Odaesan mountain in Pyeongchang and this is one of
the most beautiful temples in South Korea.

Highlights







One full day tour from Seoul to Pyeongchang
A relaxing day in Pyeongchang, feel the natural, enjoy the amazing scenery
Experience ride the monorail car
Walk into the most beautiful Korean Buddhist temple
Have lunch with famous local dishes or various Korean vegetables dishes
Set Menu with Seasoned Wild Vegetables
It is based on rice and many various seasoned wild vegetables, includes stew and
other set menu such as fish or meat, etc.
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Abstract
This study aims to identify of prospective areas for the formation
of information and smart technologies clusters in Kazakhstan, and
propose of the distribution of Kazakhstan's regions according to the
innovative development and the ability to perceive IT products. The
study divided into the following sections. The section 2 proposes to
consider the theoretical aspects of the formation of IT and high
technology clusters. Section 3 presents analysis and estimation results.
Section 4 is a concluding part. The application of scientific methods
in this research will allow systematizing the available data, from both
a theoretical and empirical perspective. In addition, the authors
proposed methodological approaches, which have a three-tiered
gradation: macro-level, meso-level and micro-level. This study
confirms the importance of using the concept of “growth poles”, and
the possibility of its application in the formation of information and
high technology clusters. It is very important that the formation of
the IT cluster should happen in a natural way. Based on the
foregoing and taking into account the obtained results one can
suggest the formation of IT clusters in the following promising areas
of Kazakhstan: Almaty city, Astana city, Karaganda and North
Kazakhstan.

economic challenges. From the innovations depends on the future
success of business, and many countries recognize the importance of
promoting high technology that will ensure the transition to a new
stage of the industrial revolution “Industry 4.0”.
These digital trends “Industry 4.0” involve the use of new methods
of organizing innovation processes. Such counties, like USA and EU
allocate large funds for the implementation of concept “Industry 4.0”
(particularly for the development of IT industry, high and green
technologies). These counties see concept of “Industry 4.0” mainly
from the point of view of increasing performance and application of
energy saving technology (i.e., green IT). This will lead to the
formation a new competitive environment and to fundamental changes
in many sectors of the economy.
However, modern neither national nor foreign investigations have
considered the topic as a separate research. Therefore, the proposed
scientific research is especially important now. Since, this study aims
to identify of prospective areas for the formation of IT and high
technology clusters in Kazakhstan, and propose of the distribution of
Kazakhstan's regions according to the innovative development and the
ability to perceive IT products.
The study divided into the following sections. The section 2
proposes to consider the theoretical aspects of the formation of IT
and high technology clusters. Section 3 presents analysis and
estimation results. Section 4 is a concluding part.

Keywords: Regional Development, Innovation, Smart Technology,
High Technology, Digitalization.

2. Theoretical Background and Literature Overview
1. Introduction
Today many countries, including Kazakhstan is facing global
* Institute of Economics of the Ministry of Education and Science of
the Republic of Kazakhstan, Almaty, Republic of Kazakhstan.
E-mail: anele19@mail.ru
** Institute of Economics of the Ministry of Education and Science of
the Republic of Kazakhstan, Almaty, Republic of Kazakhstan.
E-mail: n.k.nurlanova@gmail.com
*** Institute of Economics of the Ministry Education and Science of
Republic of Kazakhstan, Almaty, Republic of Kazakhstan.
E-mail: farida.alzhanova@gmail.com
**** Department of Postgraduate Education, Kazakhstan’s Medical
University, Almaty, Republic of Kazakhstan.
E-mail: abilkaiyr.nazerke@gmail.com

In scientific literature widely recognizes the fact that development
of “high-tech” technologies, in developed and developing countries,
need to identify the driver, i.e., “growth pole” for have
well-thought-out regional policy (Krugman, 1991; Fujita & Mori,
1997; Fritsch & Mueller, 2004). The tools and mechanisms for
realization of effective regional policy are different.
The concept of potential “growth poles” developed originally for
the sectoral structure of the economy, i.e., its basis was the idea that
the leading sectors are able to extend their capacity in backward
regions. Some scientists described polarization of the space around
“growth poles”, which based on the effect of dominance (Krugman,
1991; Fujita & Mori, 1997). This theory of “growth poles” actively
influences the surrounding space, activating it and changing in
accordance with their own interests. This principle applies not only to
individual economic agents, but also between different sectors of
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industry. According to Granberg (2000), “growth poles” and “axes” of
development form a spatial frame of economic growth for more
developed regions.
Some scientists note that “growth pole” is agglomeration, which
concentrated geographically allocated intense innovation processes
(Bespalov, 2009; Gerganov, 2013). They noted that those centers and
habitats of economic space, where there are enterprises of the leading
industries or cluster structures become poles of attraction of factors of
production, since they ensure the most effective use of them
(Bespalov, 2009).
This leads to the concentration of active companies and the
formation of “growth poles”. Thus, “growth pole” created in order to
boost economic activities in backward periphery areas. More
researches focus on the impact on the spatial structure of the
information technology (IT), green economy and high-tech industries
(Lu, 1999; Kireyeva 2016). An important place occupied researches in
the field of explain the nature of the relationship between the factor
of high-tech production and agglomeration.
In the 2000s, appeared relevant scientific works dedicated to the
dissemination of mobile communication in different countries (Gruber,
2001; Kshetri & Cheung, 2002; Comer & Wikle, 2008). Among these
works, special importance is given to the distribution processes in
developing countries (India, China, Eastern Europe), which have large
consumer markets and a high rate of absorption of new IT products.
It should be note that the distribution of linkages and IT products
leads to increased standard of living in the most deprived areas and
leads to the leveling of regional development (Gruber, 2001).
It should suggest hypotheses that the most of important tools is to
establish regional policy through the creation of IT and high
technology clusters, which play a very important role as “growth
poles” – to provide a multiplier effect on the development of the
agglomeration and located geographically close territories or periphery.
It is advisable to start the development by finding potential “growth
poles”, which can play the role of translators of high technology in
the broad periphery. These functions can take of IT and high
technology clusters as growth poles, aimed at the distribution of high
technologies and knowledge on the wide periphery.

3. Analysis and Results
Today in Kazakhstan IT-market is the convergence of
communication networks, based on new types of devices and
technologies. The demand of convergent services is constantly
increases in the world, mainly due to the rapid transition to a new
industrial revolution “Industry 4.0”. Kazakhstan developing
technological platforms are inferior to the advanced experience of
developed countries, including China, USA and EU. These countries
have advantages that are associated with the presence of mainly
supported by the government of an adequate infrastructure base, a
stable institutional infrastructure and a favorable investment climate.
For some countries, especially for the newly industrialized economies
of Asia (Taiwan, Korea, Singapore) – cluster approach
become
“growth pole” by enhancing national economic model based on the

transition from an export-oriented policy to a new policy of
development of IT and high technologies. It is very important to
establish cooperation and develop them by forming of IT and high
technology clusters based on the ability to perceive new technologies
and the speed of diffusion at the periphery.
The distribution of Kazakhstan’s regions by HHI indexes allowed
drawing the following conclusions.
Firstly, according to the calculations, the most specialized region in
the field of IT – is Almaty city. This is due to the fact that in
Almaty city are more number of IT companies (Logycom, Asia Soft,
Real Soft, etc.), and also has the best utilization of IT by the
population, research capacity and high level of educated population.
In particular, in Almaty city works JSC “International IT University”,
which actively engaged in research in the field of digital and green
IT. It should note that in Almaty city in 2016 (according to the HHI
index), the level of development of IT has slowed down a bit
compared to the same period in 2011.
Secondly, according to the calculations of medium specialized in
the IT-industry are the three regions of Kazakhstan – Astana city,
North Kazakhstan and Karaganda. This is because the national
company JSC Kazakhtelecom is actively engaged in the
implementation of projects to create the backbone of IT network.
Thirdly, in sociological survey involved: 426 enterprises engaged in
R&D, 260 companies in the IT sector, 37 companies in the
development of green energy. The answers to the questionnaire
provided 68% of the respondents. To analyze the factors influencing
the possibility of implementing and adapting the cluster in the
development of joint project between IT and high technology in
2016, we have conducted expert interviews within sociological
research. The majority of the experts considered the possible
formation of IT and high technology clusters in Kazakhstan.

4. Conclusions
This research marks a starting point for further research in the
field of distribution of information and high technologies using of
cluster approach, which aimed at optimizing the production process
and rational use of energy. In addition, developed methodological
approaches of analysis of innovation development and assessment of
the level of specialization of IT-industry of Kazakhstan. It provides
some suggestions for improvement of future studies dealing with this
subject. The results obtained in this research can be apply in other
countries on the way to “Industry 4.0” (for example, Russia, Belarus,
Ukraine and others). Based on these research findings of this paper,
the practical implications listed below:
Firstly, the distribution of Kazakhstan’s regions according to the
final indexes of innovative development shows that the country has
some promise for bringing together innovative enterprises and creation
of conditions for clusterization. Taking into account the realities of
Kazakhstani business and the current state of the elements of
innovative infrastructure, we can state the fact that in the regions of
Kazakhstan there is a potential for the development of the innovation
sector and the opportunity to create a successful cluster project.
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Secondly, the analysis has shown clearly the power of the
agglomeration effect. Given the great length and diversity of the
territories of Kazakhstan, agglomeration can become “growth poles”
knowledge-based economy. According to the conducted survey, we
note that in Kazakhstan there are sufficient organizational and
economic opportunities, trends and conditions for the formation of IT
and high technology clusters. It is very important that the formation
of the IT cluster should happen in a natural way. Based on the
foregoing and taking into account the obtained results one can
suggest the formation of IT clusters in the following promising areas
of Kazakhstan: Almaty city, Astana city, Karaganda and North
Kazakhstan.
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Abstract
Long-term Strategy "Kazakhstan-2050" and adopted in 2013 by the
Decree of the President of the Republic of Kazakhstan N.
Nazarbayev's Concept on transition to "green economy" (hereinafter –
the Concept) identified priorities to implement "green", low carbon
technologies and reduce the carbon intensity of the national economy.
Within the concept of the task of achieving the share of renewable
energy sources (RES) in the total energy balance of the country by
2020 - 3%, by 2050 - 50%, which will reduce greenhouse gas
emissions in the energy sector. Achievement of target indicators, as
well as the international obligations of the country in the framework
of the implementation of the framework Convention on climate
change (UNFCCC), the UN and the Paris climate agreement suggest
the need for research in mitigation of climate change and transition
to low-carbon development. Currently, Kazakhstan’s economy is at the
stage of structural transformation and the implementation for the
second program of industrial-innovative development, designed to
change the raw material orientation and to eliminate economic
imbalances in development of industries that create new benefit. At
the same time, long-term and dynamic development of industries of
fuel and energy and mining complexes led to high energy and carbon
intensity of gross domestic product.
Keywords: Green Economy, Climate Change, Decarbonization,
Energy Efficiency, Kazakhstan

1. Introduction
The fifth
presented to
to a low
consumption

assessment report of the IPCC, the UN (IPCC, 2015)
the world public serious enough to justify the transition
carbon economy characterized by low fossil fuel
and consequent lower impact on the environment by
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reducing greenhouse gas emissions without compromising the pace of
socio-economic development of the country. International experience
suggests that the transition to a low carbon economy is carried out
through the implementation of energy efficiency policies, climate
security and environmental security while providing a synergetic effect
of energy saving.
In this regard, countries that have ratified the UNFCCC, to
increase their competitiveness it is necessary to evaluate the potential
application of various low-carbon technologies, and to identify
existing barriers and challenges that must be overcome in the task of
drastic emissions reduction at the national and regional levels.
Naturally, for the implementation of this task it is required to have a
basic and applied research around the issues of macroeconomic
development since it is necessary to consider such factors as the pace
and dynamics of population growth, structural changes in the
economy, world prices on energy resources, introduction of new
technologies in production, agriculture and etc.
Currently, climatologists from all over the world are exploring the
process of decarbonization and transition to low-carbon development.
Thus according to the director of the Earth Institute at Columbia
University (USA) Jeffrey Sachs, the global decarbonization process
would be lengthy and complex and will require detailed planning
with periodic adjustments aligned with the development of
technologies (Sachs & Tubiana, 2014). In this regard, the "Big seven"
countries made a historic breakthrough, announcing their readiness to
"develop a long-term national low-carbon strategy" to ensure
decarbonizing future. These strategies developed in the framework of
the project "pathways to deep decarbonization" of Institute for
Sustainable Development and International Relations (IDDRI), a group
of independent experts from fifteen largest countries producers of
carbon (Williams, 2014).

2. Finding and Results
As shown by the study of international experience energy
efficiency in basic sectors of industry and transport contributes to the
decarbonization and overall competitiveness of the national economy.
According to the statistics Committee of the Ministry of national
economy of Kazakhstan, the dynamics of total consumption of
electricity in Kazakhstan reflects the overall macroeconomic situation.
For the period from 2008 to 2015, total final energy consumption in
Kazakhstan shows a steady increase from 36 802 thousand t.o.e. to
38 779 th. t.o.e. (Concept, 2014).
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Source: based on data FEB of the Republic of Kazakhstan 2010-2015.
Figure 1. Total final energy consumption, in thousand t.o.e

In recent years a tendency of increasing energy consumption in the
service sector, transport and transportation (the average annual growth
of energy consumption by 5%). This trend occurs against the
background of declining energy consumption in industry.
One of the main indicators for determining the efficiency is the
energy intensity.
General form of the energy, intensity measured by the indicator,
which characterizes the ratio of energy consumed by the system, the
value that reflects the result of this system.
Indicator may have a different numeric expression depending on
the scope of application: kw/hr per unit of production (for electricity);
the cost of energy and fuel to the income of the enterprise; t.c.f./unit
of the product; Gcal/unit of product (for warmth), etc.

Source: based on data FEB of the Republic of Kazakhstan 2010-2015.
Figure 2. Dynamics of structure of final consumption
by sector, thousand t.o.e.

Structure and dynamics of the consumption of fuel and energy
resources results in high values of specific energy intensity of GDP
of Kazakhstan, which country by the end of 2015, ranked 7th, losing
to the following countries: Russia, Ukraine, Uzbekistan, South Africa,
Iran, Taiwan (<Figure 3>).

Source: Based on data Global Energy Statistical Yearbook 2016
Figure 3. Energy intensity of GDP at PPP for 2015, in kg. o.e.
in 2005 prices in US dollars

By the end of 2015 the GDP energy intensity in Kazakhstan is
0,217 kg BC the USD. Billion, exceeding the same indicator in the
whole world 45.6%(0,149), the average of the OECD countries by
72%(0,126). At the same time, in comparison with Russia and
Ukraine, the energy intensity of Kazakhstan's GDP of the order of
1.5 times lower than these countries.
The lowest energy intensity of GDP observed in developed
countries and the countries of Germany (0,101), Japan (0,106) and
countries low levels of industrial development (Stern, 2015).
The energy intensity of Kazakhstan’s economy is largely due to its
structural features, in particular, the predominance of energy-intensive
industries – oil and gas sector, mining and metallurgical complex and
coal industry that characterized by large depreciation of fixed assets
and, accordingly, the use of obsolete technology.
One of the indicators of energy efficiency is the carbon intensity.
Since more than half of Kazakhstan's power plants running on coal,
carbon intensity of produced goods and services is currently high.
According to the Global energy statistical yearbook, Republic of
Kazakhstan up to 2015 is included into the five of world powers
with a high carbon intensity of the economy second only to: Russia,
South Africa, Uzbekistan, and Ukraine (<Figure 4>).

Source: based on data Global Energy Statistical Yearbook
Figure 4. The carbon intensity of the economy of the Republic of
Kazakhstan in comparison with other countries in 2015, at PPP, in kg
CO2/GDP, in 2005 pricesin US dollars

In 2015, the carbon intensity of Kazakhstan amounted to 0,646kg
CO2/GDP, which is almost two times higher than the global average
(0,339), and the average level of OECD countries where the figure is
0,283 kg-CO2/GDP. For the period between 1990 and 2015, the
carbon intensity of Kazakhstan's GDP has declined by about half,
from 1,253 to 0,646kg CO2/GDP, due to the overall decline in
industrial production of energy-intensive sectors of the economy in
the period up to 2000.
Currently, indication of the gross volume of greenhouse gas
emissions Kazakhstan is inferior to countries such as USA, EU,
China, at the same time, indication of emissions per capita (12,94 t.
– 2014) our country exceeds the order of three times the world level
(4,47) and one and a half times the average level of OECD countries
(9,36) (State program, 2014).
The increase in greenhouse gas emissions over the period can
explain the dynamic growth of production, particularly in the mining
industry. Analysis of greenhouse gas emissions by sector showed that
a large part of the emissions (about 85%), mainly on stationary
sources in the energy sector.
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For the period from 2000 to 2014, the greenhouse gas emissions
from this sector increased by about 42%; in agriculture, 9.6%; in
sector "industrial processes and product use" is 41%. The waste
sector accounts for a small part of greenhouse gas emissions, which
amounted in 2014. 6 million tons of CO2 (<Figure 5>).

Source: compiled by the authors
Figure 5. Total greenhouse gas emissions by sectors (CO2 equivalent)
million tons/year

Greenhouse gas emissions in the transport sector of Kazakhstan
includes all domestic transport sub-categories: road transport, off road
transport, railway transport, water transport, civil aviation, pipeline
transport (delivery to the consumer of the fuel by the transportation
of oil and petroleum products, natural gas through pipelines).

Figure 6. Greenhouse gas emissions in the transport sector
in 1990 - 2014
The share of greenhouse gas emissions by mode of transport for
the year 2014 are distributed as follows: road transport - 85.1%;
pipeline transport and 6.4%; railway transport - 5.1%; civil aviation
and 3.1%; water transport is 0.3%. As can be seen from figure 6,
the share of emissions from road transport is the highest.
Analysis of energy efficiency in the FEC, MMC and transport
sector have shown that despite the fact that the country has a
developed legal framework for energy efficiency targets to reduce
energy intensity not achieved in these industries. Given an appropriate
monitoring of the implementation of sectoral programs in the field of
energy efficiency and effective development of the allocated funds, it
is possible to achieve reduction of energy intensity of GDP by 25%
of the level of 2008 (Yessekina, 2015).
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3. Conclusions
Based on methodology preconditions, potential low-carbon
development, and the basic industries of the national economy were
defined. The current raw material structure of economy and dynamics
of the consumption of energy resources leads to high values of the
index of energy intensity of Kazakhstan's GDP, which places the
country among the top ten energy-consuming countries in the world,
behind such countries as Russia, Ukraine, Uzbekistan, South Africa,
Iran etc. In terms of carbon intensity, the Republic of Kazakhstan is
among the five world powers with a high carbon intensity of the
economy behind only: Russia, South Africa, Uzbekistan and Ukraine.
As priority measures to improve the efficiency of MMC, FEC and
transport sector proposed:
1) improvement of normative and legal base in the field of
reducing emissions;
2) introduction the economic and financial measures to stimulate
the introduction of low-carbon technologies;
3) development of public transport systems;
4) transition to lower - carbon fuels- natural gas, EURO-5 and
other measures.
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Corporate Social Responsibility and Its Impact on the Nigerian Consumer Behavior

Rajasekhara Mouly Potluri*, Lukman Raime**
*

Abstract
The objective of this research is to explore the relationship
between the Nigerian consumer perceptions of corporate social
responsibility (CSR) and its influence on their buying behavior. This
research administered a well-structured questionnaire to garner the
necessary information on the outlook of Nigerian consumers towards
CSR and its influence on their buying behavior with a total 400
respondents randomly selected in Lagos (South-West) and Adamawa
(North-East) of Nigeria. The collected data was analyzed using
descriptive and inferential statistics (Cronbach alpha, Frequency
Tables, Chi-square Test). Three findings emerged. The first hypothesis
indicated that Nigerian consumers have adequate knowledge about the
corporate social responsibility of companies. The second hypothesis
specified that Nigerian consumers’ knowledge of socially responsible
practices largely influences the purchase of products. The third
hypothesis directed that Nigerian consumers’ perceptions of the
practices of socially responsible actions have an influence on their
buying behavior. The research proffers invaluable contribution to the
Nigerian corporate sector based on which they can reassess their
existing CSR policies for better positioning of their company and its
products in the minds of consumers. The study bridges the gap
between theory and practice of CSR, by enriching the understanding
of academics and practitioners on social responsibility and its
influence on Nigerian consumer behavior.
Keywords: CSR, Socially Responsible Actions, Consumer Behavior,
Nigeria.

1. Introduction
In recent years, the concept of corporate social responsibility
(CSR) is sluggishly gaining momentum in the developing and
underdeveloped world. All most all the stakeholders of the industry
have realized the significance of socially responsible actions from the
corporate world. Particularly consumers, employees and general public
strongly believe that the introduction of more steadfast social actions
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from the corporate world definitely would lead to radical changes in
the lives of almost all the stakeholders in the society. This is the
most promising situation widely spread in the developing world in
which majority of the stakeholders won’t have a proper understanding
on their rights and privileges and who are incessantly failing to get
the proper value to their purchasing. This research study investigates
CSR from the consumers’ perspective. There are limited studies that
have investigated consumers’ perspective toward CSR (Swaen et al.,
2003). Even in the case CSR in Nigeria, most of the studies
highlighted information about challenges of corporate social
responsibility (Ijaiya, 2014), meaning and practice of CSR in Nigeria
(Kenneth et al., 2006), implementation of corporate social
responsibility in Nigeria’s petroleum industry (Ndu & Agbonifoh,
2013). However, considerable studies have been conducted in Nigeria,
most of them are industry-specific mostly concentrated on oil and gas
sector of the country but there is no effort put up by either business
world or academia to know the influence of CSR on the general
purchasing behavior of Nigerian consumers. Most of the companies in
different parts of the globe nowadays try to position their company
and its activities by communicating social actions or practices as a
way to distinguish themselves from the competitors (Paula & Pinto,
2015). This research paper attempts to highlight the neglected
research area of Nigerian consumer perceptions of corporate social
responsibility (CSR) and its influence on their buying behavior.

2. Literature Review
Most of the researchers in Nigerian have initiated research on
corporate social responsibility but concentrated only on awareness,
implementation, and challenges related to this concept. Some of the
researchers also have completed industry-specific studies. Extensive
research has taken place in different parts of the globe related to the
social initiative's influence on the buying behavior of consumers.
Most significantly, the proliferation of studies on the relationship
between CSR and its influence on the consumer behavior has
revealed the noteworthy impact on the strategic orientation of the
corporate world which leads to the constant review of their social
initiatives. As said by the Castaldo, Perrini, Misani, and Tencati
(2009) and Green and Peloza (2004), if the impact of CSR on
consumers was universal and meaningful, there should be a clear
identifiable impact in the bottom-line of socially responsible
businesses. Even though significant research is going on to recognize
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the influence of CSR from the consumer behavior perspective, there
is still pandemonium situation over the dimensions of CSR perceived
by the consumer (Feldman & Vasquez-Parraga, 2013).
Corporate Social Responsibility (CSR) is an exceptionally
remarkable research discipline with various academic and practical
insinuations particularly in the developing world. Carroll and Shabana
(2010) expressed similar kind of opinion and said that CSR became
one of the most orthodox and widely accepted concepts in the
business world during recent years. From the definition, corporate
social responsibility is more of an obligation by a business to
maximize positive impact on stakeholders and minimize the negative
impact (Ferrell, Fraedrich, & Ferrell, 2011). In his landmark book
Social Responsibilities of Businessman, Bowen (1953) clearly defined
the term CSR as the “obligations (of businessmen) to pursue those
policies, to make those decisions or to follow those lines of action
which are desirable in terms of the objectives and values of our
society.” Because of Bowen’s early and influential work, Carroll
(1999) has argued that Howard Bowen should be called the “Father
of Corporate Social Responsibility”. The social responsibility concept
is based on the principle that businesses have a greater influence on
the society than can be measured simply by profit or loss.
H1: Nigerian consumers have adequate knowledge about corporate
social responsibility of companies.
H2: Nigerian consumers’ knowledge of socially responsible
practices largely influences the purchase of products.
H3: Nigerian consumers’ perceptions of the practices of socially
responsible actions have influence on their buying behavior.

3. Research Methods
This study adopts a quantitative research method with preference
for a survey strategy. Considering the exploratory nature of this
study, Lagos (South-West) and Adamawa (North-East) of Nigeria
were adopted as the sample location. In the absence of a sample
frame, a sample of 400 respondents was selected, while the content
validated questionnaire with reliability Cronbach’s Alpha Test of 0.88
was administered to the 400 respondents using purposive sampling
technique. They were requested to provide information on the outlook
of Nigerian consumers towards CSR and its influence on their buying
behavior. Although a purposive sampling technique is a nonprobability sampling, but its use is justified when randomization is
impossible and where the population is very large or unknown
(Etikan, Musa, & Alkassim, 2016). From the 400 administered
questionnaires, a total of 222 questionnaires were finally returned
(corresponding to 55.5%). The collected data was analyzed using
descriptive and inferential statistics on the basis of which informed
conclusions were made. This approach aligns with the best practice in
the business and management research (Saunders & Lewis, 2012).

4. Results and Conclusions
In the following Table 1, the entire mean scores for the 18
questions relating to Perception of CSR by Nigerian consumers. These
high mean scores have three implications related to the research
hypotheses, namely: (a) Majority of respondents have adequate
knowledge about corporate social responsibility of companies; (b)
Majority of Nigerian consumers’ knowledge of socially responsible
practices largely influences the purchase of products; and (c) Majority
Nigerian consumers’ perceptions of the practices of socially
responsible actions have influence on their buying behavior.
Table 1. Perception of CSR by Nigerian consumers
Variable
1. I have purchased products
because they cause less
pollution.
2. When I have a choice between
two equal products, I always
purchase the one that is less
harmful to others people and to
the environment
3. When I purchase products I
always make a conscious effort
to buy those products that are
low in pollution levels.
4. I have switched products for
ecological reasons
5. If I understand the prudential
damage to the environment that
some products can cause I do
not purchase those products.
6. I do not buy house-hold
product that harm the
environment.
7. Whenever possible, I buy
products packed in reusable
containers.
8. I make every effort to buy
paper products made from
recycled paper.
9. I make every effort to buy
paper products made from
recycled paper.
10. I use a recycling center and
sometimes recycle my
household trash.
11. I only try to buy products that
can be recycled.
12. If possible, I will not use a
product that can be harmful to
other people.
13. I do not buy products of
companies that use advertising
for depicting minority groups
in a negative way.
14. In the past, I have not
purchased a product because
its advertising depicted women
in a negative way.
15. I do not buy products from
companies that encourage child
labour or employ children in
factories.
16. I do not buy products from
companies that discriminate
against minorities.
17. I do not buy products from
companies whose employees
live and work in poor
conditions
18. I will not buy a product if the
company that sells it is
socially irresponsible.

N Mean

Std.
Chi-Square
Min Max
Dev
Sig.

222 3.06 1.17 1.00 5.00

40.25
(0.000)

222 3.56 1.03 1.00 5.00

67.50
(0.000)

222 3.82 1.05 1.00 5.00

88.41
(0.000)

222 3.32 1.01 1.00 5.00

87.01
(0.000)

222 2.96 1.21 1.00 5.00

93.90
(0.000)

222 4.01 .95 1.00 5.00

119.0
(0.000)

222 3.73 1.06 1.00 5.00

73.81
(0.000)

222 3.45 1.07 1.00 5.00

85.79
(0.000)

222 3.02 .97 1.00 5.00

107.86
(0.000)

222 2.76 1.10 1.00 5.00

67.23
(0.000)

222 2.58 .88 1.00 5.00

138.99
(0.000)

222 4.14 1.02 1.00 5.00

157.68
(0.000)

222 3.78 1.07 1.00 5.00

78.81
(0.000)

222 3.62 1.12 1.00 5.00

56.51
(0.000)

222 3.60 1.16 1.00 5.00

52.91
(0.000)

222 3.76 1.11 1.00 5.00

74.62
(0.000)

222 3.20 1.05 1.00 5.00

62.55
(0.000)

222 3.71 1.21 1.00 5.00

57.05
(0.000)
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In the following Table 2, the three (3) formulated hypotheses were
accepted at 5% level of significance.
Table 2. Results of Hypotheses
SN
1.

2.

3.

Hypothesis Statements
Nigerian consumers have adequate
knowledge about corporate social
responsibility of companies.
Nigerian consumers’ knowledge of
socially responsible practices largely
influences the purchase of products.
Nigerian consumers’ perceptions of
the practices of socially responsible
actions have influence on their
buying behavior.

Df/Level Chi-Square
Decision
of Sig. P-Value
5(5%)

91.62
(0.000)

Supported

1(5%)

7.21
(0.007)

Supported

40(5%)

75.71
(0.001)

Supported

Source: Survey Result (2018).

In a nutshell, the confirmation of all the chosen three hypotheses
has highlighted the information about a) majority of the Nigerian
consumers have significant degree of knowledge on social actions of
the corporate sector; b) these knowledge levels towards social
initiatives largely influence the purchasing habits of Nigerian
consumers; c) And finally, Nigerian consumers buying behavior is
greatly influenced by the perceptual levels of the practices of social
actions of the business world.
In the present day’s highly competitive business world, there is an
imperative situation for companies to find diverse ways to get the
attention of the markets. Along with close monitoring and observation
of changing trends and attitudes of the target market consumers,
companies need to contribute alluring alternatives to proffer symbolic
value to their range of products. The present research confidently
contributes to our understanding of the Nigerian consumers’
perception towards social initiatives of the corporate world. Even
though a significant percentage of Nigerian consumers have passable
knowledge on the CSR, it is always advisable to constantly enhance
their concentration on the introduction of socially responsible actions
in innovative ways by continuously review their existing actions in
different markets. This research successfully identified significant
levels of perception towards social actions of the companies which
have a significant influence the buying behavior of the Nigerian
consumers. The study has certain limitations; firstly to know
consumers perception towards social initiatives of the companies, the
research mainly concentrated only on Lagos (South-West), and
Adamawa (North-East) state in Nigeria. Secondly, the survey focused
only on the general tendencies of consumers towards CSR and never
concentrated on any industry or product/brand specific. There is an
enormous scope for further research. This survey revealed that there
is a substantial degree of knowledge on social actions of the
corporate sector among Nigerian consumers which has a notable
impact on their buying behavior.
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A Study on Challenges of Transport Sector in India: A Dyadic Perspective
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Abstract
The objective of this research is to explore the diverse challenges
faced by the customer as well transport providers through the selected
modes of transportation of the second most populous country in the
world – India. Two separate well-structured questionnaires
administered to garner the opinions on different challenges. A random
sample of 100 equally selected from the customers of 3 modes of
transportation along with 30 transport providers. The collected data
was analyzed in Microsoft Excel and R Studio platforms using
Percentile Rank Tool and R Programming Language for Chi-square
test respectively. Traffic congestion coupled with parking is the major
problem in case of roadways while Safety and cleanliness in railways
are the first amongst the problems to reckon with. High fares and
lack of trained employees are the biggest challenges faced by aviation
industry. The research is concentrated only in the states of Andhra
Pradesh and Telangana in India with most widely used three modes
of transportation viz., Road, Rail and Airways. This research paper is
first of its kind which has collected the opinions of both customers
as well transport providers on the problems faced. This research
proffers invaluable information about the challenges faced by the
customers based on which there will be an enormous possibility to
review their strategies and plans.
Keywords: Transportation, Roadways, Railways, Airways, India.

1. Introduction
Transportation have undergone a major changes over the past years
from the days of animal drawn vehicles to the present day
modernized mass transit systems. The public transport system in India
begins in 1881 at Kolkata where the early tramcars were drawn by
horses. Later, Petrol- driven buses replaced the tramcars in 1931. As
the progress follows the lines of transportation, it is amongst the first
issues to reckon with. The traffic scenario in developing countries is
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different from that of the developed countries where the mixed traffic
conditions exist in developing countries. India’s transport is large and
diverse. Most Indian cities are still compact in their design with high
population densities and mixed land use. The key element for
sustainable mobility in cities is well developed public transportation
and its quality is maintained by improving operational efficiency,
harmonizing tariffs and timetables, and improving accessibility and
interchange facilities. To achieve a significant improvement in
productivity and efficiency, it is imperative that future planning of
India’s transport network should aim at the development of multi
modal transport.

2. Literature Review
Transportation is defined as the movement of passengers and/or
goods from one place to another. Pucher, Korattyswaroopam and
Ittyerah (2004) stated that previous studies on public transport
services focused mainly on congestion, traffic problems, productivity,
efficiency, demand etc. but there is a minimal research on passenger
satisfaction on public transport services in Indian cities. With the
increase in travel demand, dependency on the private vehicles
increases and there is a declining reliance on the public
transportation. In order to retain and attract more passengers towards
public transportation, it is necessary to maintain service quality and
fulfil the wide range need of different customers (Anable, 2005).
According to Hoffman and Bateson (2006), customer satisfaction is
the comparison of customer expectations to customer perceptions
regarding the services provided by the transport providers. According
to Manani, Nyaoga, Bosire, Ombati, and Kongere (2013), measuring
customer satisfaction provides an indication on how well an
organization is performing or providing a services. Keeping in mind
the views expressed by the different academicians and institutions, the
researchers attempted to know the perceptions of transport customers
through which transport providers can have an opportunity to once
again review their entire marketing of their services so that there will
be an enormous possibility to review the strategies and plans.

3. Conceptual Framework and Hypothesis Selected
The gaps of the service quality is a useful framework to
understand service quality in an organization. The main service
quality gap is the customer gap which is defined as the difference

Rajasekhara Mouly Potluri, Satagopam Padma Tejaswi / 14TH INTERNATIONAL CONFERENCE 59-62

60

between the customer expectations and perceptions of the service
(Zeithaml & Bitner, 2006). In order to deliver quality services, a
company must have a clear understanding of customer expectations.
Customer expectations of services play a crucial role in their
evaluation of the service quality.

are selected as the study location. Stratified random sampling method
is used in this study. A random sample of 100 equally selected from
the customers of three modes of transportation along with 30
transport providers. So a total of 390 respondents consisted of 300
customers and 90 transport providers were considered. The collected
data was analyzed in Microsoft Excel and R Studio platforms using
Percentile Rank Tool and R Programming Language for Chi-square
test respectively.

H1: Most of the passengers used road transportation are satisfied
with the services offered by the road transporter providers.
H2: Railway users are pleased with the services offered by the
Indian railways.
H3: Indian civil aviation services are adeptly confident in
delivering satisfied services to the public.
H4: Irrespective of mode of transportation, fuel related problems
are major considerable impediment in providing most accurate
service in India.

3.2. Analysis and Discussions
The data and the results obtained from the respondents are
tabulated hereunder. Table 1 provided information on the personal
data of respondents ranging from sex, age and education.

3.3. Analysis and Discussions
3.1. Research Methodology
The following Table 2&3 depicted the perceptions of both the
transport users and providers on the challenges faced in using and
introducing diverse modes of transportation viz., road, rail and
airways. The results are shown in the percentages on five point
Likert scale.

This research study has employed two different well-structured
questionnaire for both transport providers and transport users to garner
the opinions on the challenges faced by the selective modes of
transportation in India viz., Road, Rail and Airways. To amass the
necessary information, Andhra Pradesh and Telangana states of India
Table 1: Demographic Profile of Respondents
S. No

Variable

1

Sex

2

Age

3

Education

Description
Male
Female
15 - 30 years
31 - 45 years
46 - 60 years
>60 years
Secondary
Intermediate
Bachelor’s Degree
PG Degree

Road
(100)
61
39
30
39
23
8
33
27
23
17

Transport users
Rail
(100)
65
35
35
34
23
8
25
22
29
24

Transport Providers
Rail
(30)
21
9
4
7
14
5
18
12

Air
(100)
79
21
36
35
24
5
10
25
35
30

Road
(30)
23
7
4
9
11
6
19
11

Air
(30)
25
5
4
7
14
5
13
17

Strongly
disagree
%

Disagree
%

Neither agree
nor disagree
%

Agree
%

Strongly
Agree
%

26
9
28
16
14
13
11

2
33
23
51
33
16
20
15

6
9
18
5
16
19
17
13

50
21
29
11
22
26
23
30

42
11
21
5
13
25
27
31

26
8
32
7
13
34
20

38
15
36
8
15
28
27

8
3
3
1
17
12
15

13
42
15
44
28
15
20

15
32
14
40
27
11
18

Table 2: Perceptions of Transport Users on Transportation Challenges
Challenges

1.
2.
3.
4.
5.
6.
7.
8.
1.
2.
3.
4.
5.
6.
7.

ROADWAYS
There is frequent traffic congestion
Availability for parking space is good
Difficulties for the movement of Non-Motorized traffic like cycles in the traffic
Pedestrians can cross the roads with ease and safely
Public transport is not sufficient
Waiting time at signalized intersection is high
Responsiveness of the driver/ticket conductor is good
Overall Satisfaction
RAILWAYS
Adequate availability of dustbins
Lack of cleanliness
Condition of toilets and availability of water
Lack of safety & security arrangements
Late running of trains
Quality of food is good
Overall satisfaction
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AIRWAYS
1.
2.
3.
4.
5.
6.
7.
8.
9.

Fares are very high
Interactive quality of staff (cabin crew) is good
Frequency of flights to different locations is good
Time taken to deliver baggage
Landing and take-off comfort
On time performance
Ambience
Value for money
Overall satisfaction

11
23
21
8
11
7
5
18
8

13
25
23
10
13
15
8
26
11

7
15
15
4
13
12
15
9

33
23
22
40
30
31
44
22
40

36
14
19
38
33
35
43
19
32

Table 3: Perceptions of transport providers on Transportation challenges
Challenges

1.
2.
3.
4.
5.
6.

High fuel costs
Adequate trained drivers
Lack of infrastructure
Declining yields
Proper toll fares
Overall efficiency

1.
2.
3.
4.
5.

Fuel costs
Responsiveness of staff
Availability of quality and quantity of food to passengers
Employee productivity
Overall efficiency

1.
2.
3.
4.
5.
6.

Lack of trained employees
Fuel costs
Investment
Gaps in the infrastructure
High airport fare
Overall efficiency

Strongly
disagree
%
ROADWAYS
4
3
3
5
3
3
RAILWAYS
5
6
4
7
3
AIRWAYS
4
4
3
4
4
3

Disagree
%

Neither agree
nor disagree
%

Agree
%

Strongly Agree
%

4
4
3
7
10
4

2
2
4
4
6
5

9
11
10
8
6
8

11
10
10
6
5
10

8
8
6
8
3

6
6
5
4
5

6
5
7
6
10

5
5
8
5
9

4
6
5
5
3
5

7
2
3
2
3
4

9
9
10
11
9
8

6
9
9
8
11
10

4. Results and Conclusions
Hypothesis testing was carried out at 5% level of significance and the results are tabulated hereunder.
Table 4: Results of Hypothesis
S. No
1
2
3

4

Hypotheses
Most of the passengers used road transportation is
satisfied with the services offered by the road
transporter providers.
Railway users are pleased with the services
offered by the Indian railways.
Indian civil aviation companies are adeptly
confident in delivering satisfied services to the
public.
Irrespective of mode of transportation, fuel related
problems are major considerable impediment in
providing most accurate service in India.

Statistical Tool Used with Values
Percentile Rank for available Satisfactory factors :
61 percentile of passengers are having contentment with the service offered by
roadways.
Percentile Rank for available Satisfactory factors :
Significantly, 62 percent of railway users are not contented with the services.
Percentile Rank for available Satisfactory factors:
Majority of the transporters (55%), offering airway services to the Indian
public are fulfilled in delivering their responsibilities.
Chi-squared test for given values:
Among Airway Transporters, there is a high P-Value for shortage of trained
employees (0.9735) and a trivial value for the problem associated with the fuel
(0.0019).
The same trend is observed in case of transporters offering Roadways and
Railways.

It is important for the transport providers to know what customers
expect so as to give quality service. The success or failure of any
service organization from every part of the globe completely depends
on how effectively frontline staff delivers the required services based

Validity
valid
Invalid
Valid

Invalid

on the customization. It is therefore important for management to
keep an eye on the frontline staff and their abilities to meet the
customers’ requirements by clearly understand the expectations of the
diverse customers. This research proffers invaluable information about
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the challenges faced by the customers based on which there will be
an enormous possibility to review their strategies and plans. The
limitations of the study is that the research is concentrated only in
the states of Andhra Pradesh and Telangana in India.
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An Exploratory Study on the Efficacy of Big Data Analytics to Indian SME’s
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Abstract
The purpose of this study was to explore the challenges of using
big data analytics by Indian SMEs. This exploratory study has
identified the challenges that the SMEs are likely to face in using
big data analytics. After in-depth literature review, researchers framed
a survey questionnaire for collecting responses from managers
working in 50 Indian small and medium-sized enterprises representing
five key economic sectors. The collected data was analyzed and the
study findings provide empirical data on the challenges that Indian
SMEs are likely to face while using big data analytics. The
implementation and use of big data analytics offers several significant
challenges for small companies as investment in hardware and
software resources are significant. The findings of this study provided
empirical evidence on five key challenges that Indian SMEs face
while adopting and implementing big data analytics, namely, lack of
human resources, data privacy and security, lack of technological
resources, lack of awareness, and financial implications. The findings
of this study highlight the challenges that the leadership in SMEs
faces while leveraging the benefits of big data analytics. The results
of this study will benefit the organizational leadership of SMEs in
planning and developing their short-term and long-term information
systems strategies.
Keywords: Emerging Markets, Developing Countries, Big Data,
Analytics, Cloud Computing.

1. Introduction
Big data includes several types of data, including traditional
enterprise data, machine-generated data, and social data (Opresnik &
Taisch, 2015). Machine-generated data could include several formats,
including weblogs, smart meters, as well as data emanating from
multiple sources. Big data includes data in both structured and
unstructured data having five dimensions: namely volume, variety,
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velocity, veracity, and value. Volume refers to the terabytes and
Exabytes of data that is generated every day while velocity refers to
the creation of big data at a fast pace at real time (Coleman et al.,
2016). Variety refers to the various data sources including textual
data, image data, etc. while veracity refers to the detection and
correction of noisy and inconsistent data (Coleman et al., 2016;
Zheng et al., 2013).

2. Literature Review
2.1. SMEs in India
The definition of SMEs in India is standardized by the Micro,
Small & Medium Enterprises Development (MSMED) Act of 2006
(EISBC, 2017). According to this Act, SMEs are categorized into two
types of enterprises, namely, manufacturing enterprises and service
enterprises. For manufacturing enterprises, if a firm invests up to 25
lakh INR (equivalent to around $62,500) in plant and machinery then
the firm is categorized as a micro enterprise while the firm is
categorized as a small enterprise for investment above 25 lakh INR
and up to 5 crore INR (equivalent to $1.25 million) (DCMSME,
2017). A firm is categorized as a medium-sized enterprise if the
investment in plant and machinery is above 5 crore INR but less
than 10 crore INR (equivalent to $2.5 million) (DCMSME, 2017).

2.2. Big Data Analytics for SMEs
Big data analytics can offer significant advantages to Indian SMEs
with an increasing shift in the global business environment from an
"industry economy" to a "service economy" (Zheng, Ahu, & Lyu,
2013). According to Zheng et al. (2013), this shift is more significant
in the case of developing countries, exceeding more than 70% of the
business output. Analyzing big data is a challenge for many
applications because of the complexity and scalability of underlying
algorithms that support such processes (Siddiqa et al., 2016). Big data
includes several types of service-generated data including trace logs
and Quality of Service (QoS) information, which can offer a wealth
of information for SMEs (Zheng et al., 2013). The organizational
leadership of SMEs can take well informed decisions by mining big
data not just from data generated within the firm but also from
privately acquired and publicly available big data. However, building
separate systems for analyzing big data is not feasible in the context
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of time and cost involved in such an effort. SMEs can use big data
analytics to offer either definitive or exploratory outcomes allowing
the management of these firms to take informed decisions.

2.3. Big Data Analytics as a Service
Big data analytics involves the use in-depth analyses on data
generated over petabyte level from long-term accumulation (Chen et
al., 2016). A key issue with using big data analytics is the ability to
use the appropriate model for large-scale data analysis. Hence,
obtaining useful information from big data requires scalable analytics
algorithm techniques. In this case the use of large cloud infrastructure
and applications is required to handle data parallelism (Siddiqa et al.,
2016). The use of data parallelism is quite complex in the case of
big data and does not essentially mean faster processing of data.
Considering that data arrives from different sources and speed (5 'V's
of big data), multiple data analytics services should be a better
solution to handle big data. Hence, the use of cloud computing could
be an ideal solution for handling this complexity.

3. Research Methods
A survey instrument was developed and pilot tested and it was
successfully retested with 53 business owners and managers working
in SMEs in India. The distribution of these businesses across the
major sectors is listed out in Table 1.The survey was limited to the
state of Andhra Pradesh and Telangana in India. Convenience random
sampling technique was used apart from the rationale that these two
Indian states were leading in innovation and development among all
the other Indian states. We intended to generalize our findings to
SMEs in India, and furthermore, to be able to generalize these results
to other Indian states with similar political and economic conditions.
These two states were chosen as they were among the top-5 Indian
states in the Gross State Domestic Product (GSDP). Andhra Pradesh
and Telangana used to be one single state before the bifurcation in
2014. The state of Andhra Pradesh stood seventh regarding
geographic area and 10th regarding population among the 29 Indian
states.
Table 1. Economic activity of the participating firms
Sector of Economic Activity
Construction

Representation - Number of Companies
(%)
30%

Tourism
Information and
Communication Technology
Food Processing

20%

Other

15%

15%
20%

The research questions driving the study are the following:
a) How can Indian SMEs leverage big data analytics to improve
productivity and performance?
b) What are the challenges that SMEs face while adopting big
data analytics?

4. Results and Conclusions
Poor data quality is one of the key challenges that SMEs face
while trying to use big data. Data security is another key challenge
for cloud computing and the use of cloud computing services for big
data analytics would raise similar security concerns (Zulkernine et al.,
2013). Handling big data related services requires expertise in big
data analytics as well as subject matter experts in the specific field
(Zhou et al., 2016); hence hiring and training such experts might be
a challenge especially for SMEs.
Five key challenges were identified by the respondents, namely,
lack of human resources, data privacy and security, lack of
technological resources, lack of awareness, financial implications.
Figure 1 shows the graphical representation of the percentage of
respondents that had identified each of these factors. The use of
cloud computing services and infrastructure could address some of
these key challenges. SMEs do not have to worry about the
maintenance and the financial implications of managing the significant
amount of technological infrastructure. The research was limited to
the SMEs from five key sectors in the states of Andhra Pradesh and
Karnataka. India is a large country. Validity of the study is limited
to the reliability of the instruments used. Also as the SMEs represent
the five major economic sectors in India, some of the findings may
not be applicable to other economic sectors.

Figure 1. Challenges to use Big Data Analytics in SMEs

The results of this study will benefit the organizational leadership
of SMEs in planning and developing their short-term and long-term
information systems strategies. Future research should be focused on
examining each of these identified challenges as well as the solutions
to these challenges in the context of Indian SMEs. This study was
just limited to two South Indian states, so future research could be
extended to a larger sample that would include all the Indian states
so that the findings of this study can be generalized.
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Why Can’t We Have It Both? A Discussion on Work-Life Balance and
Women Career Advancement in Malaysia
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Abstract
While the labor market is dominated by women, only small
number of women make it to the top. For so many reasons, some
women refuse top position and refuse to stay working. This article
examines the role of work-life balance and its relationship to women
career advancement, and why both are important in Malaysia.
Malaysian society is a collectivist society and loyalty in a collectivist
culture is vital. Consequently, the collectivist nature makes Malaysians
give more importance to family members and this certainly influence
the career decision-making of women. The arguments are arranged
based on a review of the previous literature. It is found that both
work-life balance and women career advancement are important to
retain women in the working world as well as to motivate them to
pursue promotion to a higher position. Even though some researchers
agreed that the relationship between work-life balance and career
advancement is mostly negative, others found that work-life balance
could improve career advancement. At the end of the paper, some
suggestions on how to improve work-life balance and career
advancement are presented.
Keywords: Career Advancement, Work-Life Balance, Women in
Malaysia, Human Resource Management.

1. Introduction
Hoobler, Lemmon and Wayne (2014) wrote that Lisa Belkin,
author of the New York Times “Life’s Work” column, wrote, “Why
don’t women run the world? Maybe it’s because they don’t want to”.
Belkin affirmed that women are less interested to be promoted to a
higher position and many of them retreat from a high position (Chea,
2006). Women’s commitment to family has been considered as one
of the important factors that hindering women’s career advancement
(Al-Asfour, Tlaiss, Khan, & Rajasekar, 2017; Shah, 2014; Tlaiss &
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Kauser, 2011a, 2011b) because some communities, like the Malaysian
communities, still emphasise on women’s role as a nurturer in a
family.
Usually, women experience a higher role conflict when they
assumed a higher position (Mansor, Fatahul Ariffin, Md Baharudin, &
Hamzah, 2015). Therefore, women expected for more balance between
work and life in the contemporary career setting (Greenhaus &
Kossek, 2014). However, the study on the relationship between
work-life interface and career is still lacking and need more
investigations (Greenhaus & Kossek, 2014). Therefore, this article is
written to examine the relationship between work-life balance and
career advancement in the current career setting of Malaysia.

2. Literature Review
Early career advancement theories only focus on men because
women were only minority in the workforce. In the 1990s and early
2000s, women still are considered as a minority in the study of
career advancement (Patton & McMahon, 2014). The difference of
nature of men and women, for example, commitment to family is
among factors that make career choice for women is different from
that of men. Furthermore, female executives follow a different path to
advance in their career from their male counterparts and subsequently
male managers advanced more in their careers (Shah, 2014).
Women lack the desire to pursue senior management position due
to the issue of balancing between children and senior management
position and women may reject more demanding careers because of a
perceived role conflict (Patton & McMahon, 2014) and heavy
workloads (Murniati, 2012). The most significant challenge undergone
by working women today is a conflict between work and life
(Ajibade, Gbolahan, Ellis, & Osabutey, 2016) and accepting a higher
position usually would lead to higher conflict (Murniati, 2012) which
is why women are not interested in pursuing a higher position.
Malaysian society is a collectivist society (Ibrahim, 2015; Sumaco,
Imrie, & Hussain, 2014) and loyalty in a collectivist culture is vital.
Consequently, the collectivist nature makes Malaysians give more
importance to family members and this certainly influence the career
decision-making of women. Therefore, work-life balance and family
issues are important aspects for women career advancement (Chea,
2006; Subramaniam, Khadri, Maniam, & Ali, 2016) whereby 42%
women agreed that both are their biggest challenge. Work-life balance
is believed to have an important impact towards their organisations as
well as employees (Mohd. Noor, 2011). Hence, the Ministry of
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Women, Family, and Community Development has collaborated with
TalentCorp Malaysia in creating a website to feature the guidelines
and importance of work-life practices in Malaysia. This effort shows
that the government has put effort into increasing the quality of
work-life (Talentcorp Malaysia & ACCA, 2013).
There are limited studies that highlighted the positive effects of
work-life balance on career advancement. Lyness and Judiesch (2014)
discovered that there was a positive relationship between perceived
work-life balance and career advancement motivation based on self,
peer, and supervisor ratings. In addition, Marican et al., (2011)
implied that there are positive effects of work on families such as
lesser depression and positive psychological well-being. Employees
who attain a balanced life and career usually have better performance
compared to those who don't. (Omar, Mohd, & Ariffin, 2015).
Consequently, some women perceived themselves to be successful if
they are able to manage both work and family with less conflict
(Tlaiss, 2015).

3. Conclusions
Career success, for some women, may not be the highest position
they might reach in an organization. Instead, they perceived being
able to balance between work and home as a definition of success.
Even though many studies support the negative relationship between
work-life balance and career advancement, there are other studies that
found the relationship to be positive. These contradicting findings
should be examined further for reasons that could contribute to the
different outcomes.
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Abstract
The number of Malaysian women participating in the workforce
increase each year due to the initiatives given by the government of
Malaysia. Moreover, due to the changing trends in the family
structure, several women are becoming single mothers who have to
raise children without a husband, which include the widows,
divorcees, or separated. Past studies have shown that a number of
women are becoming single mothers, not only because of the death
of the husband, but also due to divorce and separation. As such, it
has become a major concern of the government because most of the
poor in the country are comprised of single mothers. One of the
ways to eradicate poverty is to empower the single mothers. In order
to survive and to become accepted in the society, single mothers
have to compete and exhibit resilience. Moreover, working single
mothers are confronting challenges in the workplace due to their
status, in that, they have to juggle between job tasks and
responsibilities as a parent. By exploring the single mothers’ work
performance challenges in the context of the organization, the
society’s mindset towards them may be changed. Therefore, this paper
will digest the Asian aspects of pertinent issues in the current
context.
Keywords: Single Mothers, Work Performance, Workforce, Resilience,
Task.

1. Introduction
Single mothers appear to be a challenging role as stated by Hamid
and Salleh (2013) and Rahman, Abdullah, Darus and Mansor (2017).
Taking into that consideration, a number of disadvantages of
becoming single motherhood have putting into major concern for
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Malaysia. The issues on single mothers have been a national agenda
mainly on eradicate the poverty among single mothers. Key
challenges faced by poor single mother in Malaysia namely in terms
of definition of single mothers, finance and awareness of financial
and non-financial assistance, education and employment, children,
housing and living arrangements, healthcare, legal assistance and
registration e-Kasih. From all the above challenges, education and
employment are the most important needed by single mothers to
educate themselves with knowledge, skills and abilities to make them
very competitive in this 21st century (Diyana, Doris Padmini, & Nor
Aini, 2009). Hence, single mothers need to be fit enough to be
competent especially the working single mothers in order to balance
their life between the work and family demands.

2. The Challenges of Single Mothers Faces in
Workforce in Malaysia
Work is portrayed as personal identity and achievement. Having
work is a positive event for family functioning. For single mothers,
the family is not functioning well if the mothers are not working.
The life of single mothers is strongly related with financial challenges
Buehler and O’Brien (2011), Zhan and Pandey (2004), and Endut
(2017). The questions arise here how about the mothers who have
many children and at the same time looking after the elder parents,
no enough resources and have to go out to work to raise the family
alone?
In the reality, single parent families in the workforce is filled with
single mothers as most probably single parents are coming from
women than men. Findings from NAPESM (2014) found out that
most single mothers in Malaysia are coming from low income and
education. According to Zarina and Kamil (2012), low income single
mothers are usually associates with lack of savings. Their
understandings on the importance of savings for children especially in
emergency, special events such as festive seasons, educational
purposes are left behind. One of the initiative of Malaysian
government to allow parents make saving is thorough SSPN-I plus
which provides benefits for children education such as insurance
coverage and except from taxation yearly. Gibson (2012) having good
education is one way to challenges themselves and changes the
family socioeconomic status. In other words, having good education
will turn out to be having good income for single mothers. In
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Malaysia, most of non-government organizations are making a lot of
donations to help the poor families by giving a good child care such
as school begs, pencils case, stationaries to the children to allow and
motivate them going to schools. Education will change their family
history. Education portrays how educated the family is, to ensure the
family is well educated families. The children also got right to have
proper education. It is belief the family background cans be changes
to a better family when the children could go to school no matter
what the difficulties they face.
According to Hussin (2016) single mothers are attached with work
due to the financial issues. This has been supported by Hashim,
Azwan and Endut (2015) single mothers are prone and vulnerable
having stressed due to the financial constraints. Until now, issues of
financial are keep disturbing the life of single mothers. The working
single mothers have to struggle the demand and challenges of work
and family as they have to carry the multiple roles at the same times
(Ahrens & Ryff, 2006). How would we going to make the single
mothers to move on with their life even the challenges are becoming
serious? How would the government would play their roles in
overcoming those problems? However, because of their single parent
status, there are challenges in the workforce such as working hours,
flexibility, social supports, conflict between the work and family
issues that influence their work performance.
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Abstract
Human existence and development have long been mainly
dependent on use of energy – for survival growth and development.
The prosperity of mankind essentially revolves around their ability to
capture, gather, harness and utilize energy for productive purposes in
a productive manner. Transportation sector alone consume more than
25% of global energy demand. It is mainly reliant (95%) upon
petroleum products with the exception of railways using electrical
power. It is estimated that the transport sector is responsible for
about 25 percent of emissions of the gases contributing to global
warming in industrialized countries, and about one-half this amount in
developing countries. A transportation system that needs to be
affordable, safe, efficient and environment friendly is a fundamental
constituent of sustainable development. Bio-fuels, ethanol, and
bio-diesel hold great promise towards a safer and healthy environment
by replacing imported oil by indigenously produced fuels. This paper
attempts to focus on technological priorities that need to be well
defined; especially regarding elimination of lead from gasoline and
elimination or cleaning up of high-mileage, heavily polluting vehicles
along with appropriate incentive systems to overcome the problem of
environmental deterioration.
Keywords: Global Energy, Global Warming, Sustainable
Development, Transportation System Management.

1. Introduction
Human existence and development have long been mainly
dependent on their use of energy – for survival, growth and
development. The prosperity of mankind basically revolves around its
ability to capture, gather, harness and utilize energy for productive
purposes in a productive manner. Therefore energy sources - both
natural as well as alternate - and their proper utilization are key to
balanced and sustainable development. The fast growth in the world’s
population, particularly during later part of 20th century and early
21st century has induced an inevitable ever increasing demand and
consumption of energy that is posing multiple challenges for
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sustainable growth.

2. Transportation and Energy Consumption
Energy is produced from renewable and non-renewable sources.
Non-renewable sources in total contribute 61% of the total energy
produced, of which nearly 40% comes from petroleum, and another
21% from natural gas [1]. Transportation plays a critical role for
boosting the development of a nation’s economy. Transport system in
India is one of the largest in the world and serves a land area of
3.3 million square km and a population of over 1.25 billion. It
consists mainly of roads, railways, and air services. Given its long
coastline of approximately 7,517 km, India has a hub of over 150
seaports, with inland water transport playing a small supplementary
role in a few states [2]. India and China contributes its own
challenges to global sustainable development

3. Energy Consumption by Various Modes of
Transportation
Transportation is almost completely reliant (95%) upon petroleum
products with the exception of railways using electrical power
(Lenzen, Day and Hamilton, 2003). Growth in oil demand has been
mainly due to growth in transportation demand while its use in
industry and electricity generation has remained quite stable [3]. The
United States is by far the largest consumer of oil in the world at
20.6 million barrels per day, followed by China at 7.6 million barrels
per day and Japan at 5.2 million barrels per day [4]. The
transportation sector accounts for two-thirds of U.S. oil consumption,
and motor vehicles alone for 44 percent [5].
Over the past two decades the vehicle fleet has more than
doubled, which has led to an upsurge in the use of road transport
and hence in energy consumption levels in the OECD countries [6].
Overall, the U.S. transportation sector accounts for 33 percent of U.S.
carbon dioxide emissions and highway fuel consumption for 20
percent. Other greenhouse gases from the transportation sector such as
methane, nitrous oxide, and hydro-fluorocarbons contribute an
estimated 23 million metric tons of carbon equivalent which is equal
to about 5 percent of transportation carbon dioxide emissions [7].
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4. Transportation and Alternative Fuels
4.1. Outlook for Bio-fuels
Bio-fuels hold great promise towards a safer and healthy
environment by replacing imported oil by indigenously produced
fuels. Since 2000, the global biofuels supply has increased by a
factor of 8% to equal 4% of the world’s transport fuels in 2015[8,
9]. The global biofuel supply had touched approximately 35 billion
gallons in 2015, consisting roughly of a 3:1 breakdown of ethanol to
bio‐diesel [10]. As against this conventional biofuels produced from
sugar, starch, vegetable oil, or animal fat have been contributing
major supply and vegetable‐based bio-diesel have been picking up the
momentum. Further, for making bio-gas a viable alternative for
vehicle fuel in the present circumstances would require its price to be
20–30% lower than the price of bio-ethanol and bio-diesel, to take
care of additional investment required for adapting cars to bio-gas (in
so-called ‘bi-fuel’ cars, which run on both biogas and petrol) [11].

4.2. Prospects for Ethanol and Bio-diesel
Bio-diesel is a non-petroleum based diesel fuel that consists of
short chain fatty acid alkyl esters (methyl or ethyl esters). It is said
to be cleaner diesel-replacement fuel made from natural, renewable
sources such as - used vegetable oils and animal fats. Bio-diesel has
physical properties similar to that of conventional diesel and is used
as a substitute to petroleum diesel in compression-ignition engines. It
has better lubrication properties and therefore is helpful in reducing
the wear and tear of a combustion engine.

4.3. Bio-fuels Breakthrough
Researchers have made a breakthrough in the development of
"green gasoline," a liquid identical to standard gasoline yet created
from sustainable bio-mass sources like switch grass and poplar trees
[13]. Although it is likely to take another 5-10 years to have green
gasoline at the pump as source of fuel for automobiles and fighter
jets but breakthroughs like direct conversion of plant cellulose into
gasoline components have overcome major barriers to ensure bringing
in green gasoline bio-fuels to market. "It is likely that the future
consumer will not even know that they are putting bio-fuels into
their car," said Huber [14].

roughly 5-10 times larger than current estimates and is likely to have
greater adverse impact on the poor countries that stand to suffer most
as a consequence of this change [16]. Therefore transportation
decision makers will need to adopt a more probabilistic risk
management approach to infrastructure planning, design, and
operations to accommodate uncertainties about the nature and timing
of expected changes [17].

6. Strategies for Future
Focusing on the problem of global warming as a result of existing
transportation system should help avoid costly future investments and
disruptions to transport operations [18]. There is a need to respond
on urgent basis to global warming challenges by continuously using
scientific knowledge in planning, design, operations and use of
appropriate fuels. Green vehicles and also environment friendly
vehicles would be the need of future. These are powered by
alternative fuels and advanced vehicle technologies and include hybrid
electric vehicles, plug-in hybrid electric vehicles, battery electric
vehicles, compressed-air vehicles, hydrogen and fuel-cell vehicles, neat
ethanol vehicles, flexible-fuel vehicles, natural gas vehicles, clean
diesel vehicles, and some sources also include vehicles using blends
of biodiesel and ethanol fuel or gasohol [19]. The main difference
between today’s fuels and those of the future lies in technological
possibilities which may enable some fuels eventually to be applied on
a large scale [20].

7. Incentive Systems
There would be special need for in building incentive systems to
encourage individuals and institutions to use mode of transport,
maintenance of the transport systems and fuel to be used that leads
to least adverse impact on the environment and also gives due
weightage to saving of nonrenewable sources of energy. Tax reforms
are required both to restrain demand for transport to an efficient and
environmentally acceptable level and to generate efficient incentives in
the choice of vehicle and fuel type, size of vehicle, and location and
timing of vehicle use.

8. Conclusion
5. Transportation, Energy and Environment
The world’s leading climate scientists have reached consensus that
human activity in the form of greenhouse gas (GHG) emissions is
warming the planet in ways that will have profound and unsettling
impacts on natural resources, energy use, ecosystems, economic
activity, and potentially quality of life [15]. It is a well-accepted fact
that global climate change is occurring at a rapid rate, causing
deterioration in the natural balance. It is estimated that climate change
could reduce global GDP by over 20 percent by 2100 – a number

Human existence and development have long been mainly
dependent on their use of energy – for survival, for growth, for
transportation, for commercial purposes, for residential use and so on.
Between 1990 and 2005, global final energy consumption increased
by 23%. Of which service and transport sectors both registered a
37% growth, fastest as compared to the other sectors. By 2030, the
world fleet of vehicles will double, reaching nearly 1.3 billion. It is
expected that technological breakthroughs would result in a major
shift in favor of, bio-fuels, bio-diesel, ethanol in the near future and
cheap hydrogen and abundant corn ethanol or other miracle fuels by
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2035 or 2045. A broad range of diverse technologies, known
collectively as Intelligent Transportation Systems (ITS), would hold
the answer to multiple problems and challenges posed by present
transport energy requirements.
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Long-run and Short-run Dynamic Relationships between Exchange Rates,
Macroeconomic Variables and Stock Prices in Korea
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Abstract
The paper examines short-run and long-run dynamic relationships
between exchange rates, selected macroeconomic variables and stock
prices in the Korea Stock Exchange. The data is restricted to the
period in which monthly data are available from January 1986 to
October 2016 (370 observations) retrieved from the Economic
Statistics System database sponsored by the Bank of Korea. The
study employs unit root test, cointegration test, vector error correction
estimates, impulse response test, and structural break test. The results
of the Johansen cointegration test indicate at least three cointegrating
equations exist at the 0.05 level in the model, confirming that there
is a long-run equilibrium relationship between stock prices and
macroeconomic variables in Korea. The results of VECM estimates
indicate that money supply and short-term interest rate are not related
to stock prices in the short-run. However, industry productivity and
exchange rate are positively related to stock prices in the short-run,
while inflation is negatively related to stock prices in the short-run.
In the meantime, the results of VECM estimates indicate that the
external shock (i.e. regional and global financial crisis shocks) neither
affects changes in the endogenous variables nor causes instability in
the cointegrating vector in the VECM.
Keywords: Stock Prices, Exchange Rate, Macroeconomic Variables,
Money Supply, Global Financial Crisis.

1. Introduction
With the ongoing development of equity markets, two theories
about the dynamic relationship between macroeconomic variables,
exchange rates and stock prices are the traditional approach and the
portfolio approach. These approaches have long been discussed but
not yet resulted in consensus. The traditional approach claims that
depreciation of the local currency makes local firms more competitive,
leading to an increase in their exports and consequently higher stock
prices. This implies a positive correlation between macroeconomic
* Administrative Sciences Department, Metropolitan College, Boston
University, Boston, United States. E-mail: jwlee119@bu.edu
** Professor of Finance & International Business, College of Business,
Purdue University Northwest, Westville, United States.
E-mail: tapeb@pnc.edu

variables, exchange rates and stock prices. The traditional approach
suggests that the fluctuation of exchange rates lead to the changes in
stock prices. On the contrary, the portfolio approach argues that an
increase in stock prices induces investors to demand more domestic
assets and thereby causes an appreciation in the local currency. Thus,
changes in stock prices lead to fluctuation of exchange rates and they
are negatively related.
Stock prices are generally interpreted as the present values of
future cash flows of firms, react to exchange rate changes and form
the link among future income, interest rates, current investment and
consumption decisions. In the floating exchange rate system, the
exchange rate is essentially determined by a country’s current account
balance or trade balance. As a result, the exchange rate fluctuation
affects international competitiveness and trade balance to some extent.
Consequently, it affects real income and stock prices, especially the
stock price of export oriented enterprises. The flow-oriented model
claims a positive linkage between macroeconomic variables, exchange
rates and stock prices. Local currency depreciation would lead to
greater competitiveness of local firms given that their exports will be
cheaper in international trade. Higher exports will increase the
domestic income and hence the firms’ stock prices will go up since
they are evaluated as the present value of the firms’ future cash
flows.
The stock-oriented model of exchange rates specifies the exchange
rate as serving to equate the supply and demand for assets such as
stocks and bonds. This model determines the exchange rate dynamics
by giving the capital account a pivotal role. Since the values of
financial assets are determined by the present values of their future
cash flows, expectations of relative currency values play a
considerable role in price movements of the financial assets.
Therefore, stock prices may affect, or be affected by, exchange rate
dynamics. As a result, if macroeconomic variables (i.e. common
factors) influence the two variables, stock prices may be reciprocally
associated with exchange rate dynamics and macroeconomic variables
or be influenced by the exchange rate and macroeconomic variables
behavior.
The research goals of this study are to fill the gap in the
literature and to provide additional evidence on both the short-run
and long-run dynamic relationships between macroeconomic variables,
exchange rates and stock prices in the Korean Stock Exchange.
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2. Variables and Indicators
2.1. Output Variable
Korea Stock Exchange Market Price. The Korea Composite Stock
Price Index (symbol: KOSPI) is used as a proxy of the Korean stock
market prices. This major stock market index tracks the general
performance of all common shares listed on the Korean Stock
Exchange. The KOSPI index is a capitalization-weighted index of all
common shares on the Korean Stock Exchange. The index was
developed with a base value of 100 as of January 4, 1980. Monthly
average of this index is used in this study.

2.2. Endogenous Variables
Money Supply (M2): M2 is a measure of the money supply that
includes all elements of M1 as well as "near money." M1 includes
cash and checking deposits, while near money refers to savings
deposits, money market securities, mutual funds and other time
deposits. These assets are less liquid than M1 and not as suitable as
exchange mediums, but they can be quickly converted into cash or
checking deposits.
Industrial Production Index (IPI): IPI is an economic indicator that
measures real output for all facilities located in an economy
manufacturing, mining, and electric, and gas utilities. The index is
compiled on a monthly basis to bring attention to short- term
changes in industrial production. It measures movements in production
output and highlights structural developments in the economy. Growth
in the production index from month to month is an indicator of
growth in the industry.
Consumer Price Index (CPI): CPI is a measure that examines the
weighted average of prices of a basket of consumer goods and
services, such as transportation, food and medical care. It is
calculated by taking price changes for each item in the predetermined
basket of goods and averaging them. Changes in the CPI are used to
assess price changes associated with the cost of living. CPI is one of
the most frequently used statistics for identifying periods of inflation
or deflation.
Portfolio Investment (FDI_PI): A portfolio investment is a
hands-off or passive investment of securities in a portfolio, and it is
made with the expectation of earning a return. This expected return
is directly correlated with the investment's expected risk. Portfolio
investment is distinct from direct investment, which involves taking a
sizable stake in a target company and possibly being involved with
its day-to-day management.
Certificate of Deposit (CD): A certificate of deposit is a savings
certificate with a fixed maturity date, specified fixed interest rate and
can be issued in any denomination aside from minimum investment
requirements. A CD restricts access to the funds until the maturity
date of the investment. CDs are generally issued by commercial
banks. When the CD matures, the entire amount of principal as well
as interest earned is available for withdrawal.

2.3. Exogenous Variable
The 1997 Asian Financial Crisis (July 1997 – December 1999).
The 1997 Asian financial crisis was a period of financial crisis that
gripped much of East Asia beginning in July 1997 and raised fears
of a worldwide economic meltdown due to financial contagion. In
South Korea, the banking sector was burdened with non-performing
loans as its large corporations were funding aggressive expansions.
During that time, many businesses ultimately failed to ensure returns
and profitability. In the wake of the Asian market downturn, Moody's
lowered the credit rating of South Korea from A1 to A3, on 28
November 1997, and downgraded again to B2 on 11 December 1997.
That contributed to a further decline in South Korean shares since
stock markets were already bearish in November 1997. The South
Korean won, meanwhile, weakened to more than 1,700 per US dollar
from around 800, but later managed to recover. Its national
debt-to-GDP ratio more than doubled (approximately 13% to 30%) as
a result of the crisis.

2.4. Normalization and Transformation
The normalization of the data is necessary to transform the values
to the same unit of measurement since KOSPI is presented as the
base value of 100, while M2 is presented in billion Korean won,
portfolio investment is presented in million US dollars and exchange
rates are presented in Korean won. Therefore, transformation into a
natural log mitigates possible distortions of dynamic properties of the
series. Log transformation is a preferred method since each resulting
coefficient in the regression equation represents elasticity, which is the
ratio of the incremental change of the logarithm of a function with
respect to an incremental change of the logarithm of the argument.

3. Methodology
3.1. Unit Root Test
It is well known in the literature that the data generating process
for many economic variables are characterized by stochastic trends
that might result in spurious inference if the time series properties are
not carefully investigated. A time series is said to be stationary if the
mean and autocovariances of the series do not depend on time. Any
series that is not stationary is said to be non-stationary (i.e., it has a
unit root). The formal method to test the stationarity of a series is
the unit root test. There are several well-known tests for this purpose
based on individual time series: the augmented Dickey-Fuller (ADF)
unit root test (Dickey & Fuller, 1979, 1981), the Phillips-Perron (PP)
unit root test (Phillips & Perron, 1988), and the Kwiatkowski,
Phillips, Schmidt and Shin (KPSS) unit root test (Kwiatkowski,
Phillips, Schmidt, & Shin, 1992), among others.
All test equations were tested by the method of least squares,
including an intercept but no time trend in the model. Probabilities
for all tests assume asymptotic normality. In the ADF and PP tests,
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an optimal lag in the tests is automatically selected based on Schwarz
Info Criterion and the lag length (bandwidth) in the tests is
automatically selected based on the Newey-West estimator using the
Bartlett kernel function.

3.2. Vector Error Correction Model
Engle and Granger (1987) noted that if two or more variables are
cointegrated, there is always a corresponding error correction
representation in which the short-run dynamics of the variables in the
system are influenced by the deviation from equilibrium. The
cointegrated variables must have an error correction representation in
which an error correction term is incorporated into the model. In this
case, a vector error correction model is formulated to reintroduce the
information lost in the differencing process, thereby allowing for
long-run equilibrium as well as short-run dynamics. The vector error
correction model (VECM) implies that changes in one variable are a
function of the level of disequilibrium in the cointegrating relationship
(captured by the error correction term), as well as changes in other
explanatory variables. Thus, the vector error correction model is
useful for detecting the long-run and short-run elasticity when the
variables are cointegrated.
The VECM is a technique that facilitates to capture both the
dynamic and interdependent relationships of the said variables and is
a special type of restricted VAR to correct a disequilibrium that may
shock the whole system. The VECM can distinguish between the
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short-run and long-run elasticity because it can capture both the
short-run dynamics and the long-run dynamics. The long-run
dynamics are determined by the error correction term. The long-run
elasticity is implied by the significance of the t-test of the lagged
error correction terms. The multivariate vector error correction model
provides t-statistics that are used to interpret the statistical significance
of coefficients of the regressors.
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Abstract
This empirical study examines effects of Canadian exchange rate
volatility on total exports, exports to the USA, total imports, and
imports from the USA Results lead to conclude that exchange rate
volatility is cointegrated with total exports, exports to the USA, total
imports, and imports from the USA. Further results indicate that
exchange rate volatility has a significant inverse long run relationship
with total exports, exports to the USA, and total imports, but an
insignificant inverse relationship with imports from the USA. Findings
of the current study have very important implications for
policymakers to design such macroeconomic policies that can lead to
establishing long run equilibrium relationship between exchange rate
volatility, exports and imports adjusting short term trade deficit
shocks to avoid violation of international budget constraints. Further,
empirical research work can be conducted to examine the impact of
Canadian dollar exchange rate volatility on exports and import with
Euro-zone, UK, China, and Australia. Additionally, studies can also
be undertaken to investigate the exchange rate volatility effects on
exports and imports of developed and developing countries.
Keywords: Exchange Rate Volatility, Exports, Imports,
Cointegration, Granger Causality.

the exports and imports of a country. Therefore, the current study is
the first of its nature that has been undertaken to investigate,
instantaneously, the effects of Canadian exchange rate volatility on
the exports and imports. Further, the objective of the current study is
also to investigate the effects of Canadian exchange rate volatility on
exports to and imports from Canada. It’s significance enhance more
as on average 77.90 percent of total exports of Canada to the USA,
and at the same time 66.84 percent of total imports from the USA.

2. Data Sources and Methodology
2.1. Data
Monthly time series data for Canadian exchange rate versus US
dollar has been used for the period from 1997M04 to 2017M08 and
obtained from Statistics of Canada. Then, this time series is used to
generate USD/CAD exchange rate variability index by applying
autoregressive conditional heteroscedastic (ARCH) model, and the
series generated from there are used as a proxy to USD/CAD
exchange rate volatility. Moreover, monthly Canadian total exports,
exports to USA, total imports and imports from the USA seasonal
adjusted data for the period from 1997M04 to 2017M08 has been
used and obtained from Statistics Canada, CANSIM Table 228-0069
in dollar (millions).

1. Introduction

2.2. Methodology

Since the collapse of Bretton Woods system in March 1973, a
new era of high exchange rate volatility started. The increased
volatility raised up the issue of concern to economist, investors,
exporters, and importers about the effects of exchange rate volatility
on international trade. Exchange rate volatility has negatively affected
international trade, especially, has contrary effects on exports.
Empirical investigation has been undertaken by few researchers to
investigate the impact of exchange rate volatility on the exports while
only a few studies examine the effects of exchange rate volatility on
the imports of countries. But there is not a single study that has
investigated, simultaneously, the effects of exchange rate volatility on

To investigate long run relationships between Canadian exchange
rate volatility and exports and, Canadian exchange rate volatility and
imports of Canada, the following linear regression models are devised.
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Canada. E-mail: afarhan_c@hotmail.com
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(1)
(2)
Where, exports and imports are the dependent variables and
exchange rate volatility (V) is the independent variable, α1 and α2
are intercepts, βs are the regression coefficients, “ε” and “e” are the
error terms and “t” is time subscript in model 1 and model 2,
respectively. Prior to estimate, the long run relationships as mentioned
above stationarity of time series data is estimated using Augmented
Dickey-Fuller (1979) test which is described as given below.
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2.3. Augmented Dickey-Fuller (ADF) Test
The general form of ADF test is:
∆Xt =

(3)

∆Xt =

(3a)

∆Xt =

(4)

H0: γ = 0(Unit root does exist and the time series is non-stationary)
HA: γ = 0(Unit root does not exist and the time series is stationary)

OLS method is employed to estimate above mentioned equations
and then estimated value of τ-statistic of the estimated coefficient of
Xt-1 is compared with its critical value computed by Dickey-Fuller
(1979) that leads to conclude about stationarity or non-stationarity of
the time-series.

observed F-statistic for Wald test on coefficient restrictions with the
critical value of F-statistic has been made. If observed F-Statistic
below lower bound critical value indicates then null hypothesis can
not be rejected and in case the observed statistic is above upper
bound critical value then it represents the rejection of null hypothesis
implying the variables are co-integrated while any value between
lower and upper bounds indicates the test is inconclusive. Similarly,
long run relationships between Canadian exchange rate volatility and
exports to the USA, total imports, and imports from the USA are
estimated.

2.5. Vector Error Correction Mechanism (VECM)
The short run dynamic relationship between exports and Canadian
exchange rate volatility is investigated by employing vector error
correction mechanism (VECM) of ARDL. In addition, first differenced
lagged values of exports and exchange rate volatility are regressed
along with error correction term. The representation of VECM is
given below in equation (7) & (8):

2.4. ARDL Cointegration Test
(7)
Long run relationships between Canadian exchange rate volatility
and total exports, exports to USA, total imports and imports from
USA from models (1) and model (2), respectively, are estimated by
using Bound Testing Auto-Regressive Distributed Lag (ARDL)
technique devised by Pesaran et al. (2001) because this technique
overcomes, if any, misspecification in linear regression model due to
emission of any lag variables (Phillips & Loretan, 1991). Further,
ARDL bound testing co-integration technique is applied once the
order of the ARDL has been determined and then the relationship is
estimated by OLS. The statistic underlying this procedure is the
familiar Wald-statistics or F-statistic in a generalized Dickey-Fuller
type regression, which is used to test the significance of the lagged
levels of the variables under consideration in a conditional
unrestricted equilibrium error correction model devised by Pesaran et
al. (2001) as:

(8)

The significance of the coefficient of error correction term
ECTt-1indicates the existence of short run relationship. Its estimated
negative and positive values indicate the speed and convergence to or
divergence from the long run equilibrium, respectively. Moreover, a
significant coefficient of error correction term with the negative sign
also indicates the existence of stable long run equilibrium relationship
between variables (Banerjee et al., 1998).

2.6. Granger Causality
The Granger causality between exports and Canadian exchange rate
volatility has been estimated by Toda and Yamamoto (1995)
technique represented by models (9) and model (10) as given below.

(5)

(6)

After estimating model (5) and model (6) by OLS, and then to
estimate long run relationship between Canadian exchange rate
volatility and total exports restricted Wald test is carried out through
F-statistic. Restrictions imposed while using Wald test on estimated
long run coefficients as H0: β1 = β2 = 0 indicate that long run
relationship does not exist between exports and exchange rate
volatility. Against it, the alternative hypothesis HA: β1 ≠ β2 ≠ 0,
indicates that long run relationship does exist between exports and
exchange rate volatility of Canada. Afterwards, comparison of

(9)

(10)

To find the optimal lag length Akaike Information (AIC) and Final
Prediction Error (FPE)) have been used. Following model (9)
Canadian exchange rate volatility does Granger cause exports if
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 ≠  , (for all i = 1, 2, 3,…..), similarly from model (10) total

volatility if  ≠  , (for i = 1, 2, 3,……). Similarly, Granger

Canadian exports Granger cause Canadian exchange rate volatility if
 ≠  , (for a i = 1, 2, 3, ……). Similarly, Granger causality

causality between imports from USA and Canadian exchange rate
volatility is estimated. The models are estimated and results generated
from there are represented and discussed in the next section.

between exports to the USA and Canadian exchange rate volatility is
estimated.
Further, Granger causality between imports and Canadian exchange
rate volatility is also estimated by employing Toda and Yamamoto
(1995) technique on the model (11) and model (12) as given below.

(11)

(12)

Following model (11) Canadian exchange rate volatility does
Granger cause imports if  ≠  , (for all i = 1, 2, 3,…..), similarly
from model (12) imports Granger cause Canadian exchange rate
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in Bauchi State, Nigeria
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Abstract
The study is cross-sectional in nature where data were collected
from the population of the study using an adapted survey
questionnaire and analyzed to report the finding at a point in time.
Thus, the study is not subjected to timeframe. The population of the
study is the 545 SMEs in Bauchi State. This is the result of a
Collaborative Survey by National Bureau of Statistics (NBS) and
SMEDAN of 2012. It was obtained from Bauchi state Ministry of
Commerce and it is the latest information the ministry has about the
number of SMEs in the state. Therefore, the actual informants of
study were 545 owner-managers of these SMEs. The finding suggests
that achievement motivation, locus of control, need for dominance,
passion for work and risk taking/aversion are important contributors
to SMEs’ performance in Bauchi state. Therefore, this study
concluded that possession of entrepreneurial characteristics by an SME
owner-manager leads to higher SMEs’ performance in Bauchi state.
Therefore, this study concluded that application of environmental
scanning by owner-managers to a little extent leads to improved
SMEs’ performance in the state.
Keywords: Business Performance, SMEs, Managerial Constructs,
Nigeria.

1. Introduction
Small and Medium Scale Enterprises (SMEs) emerged as a real
source of economic growth and development of nations, because as
they grow, the given economy grows and other social institutions
develop. Some other specific benefits of SMEs widely acknowledged
by researchers and experts are in the areas of poverty eradication and
employment generation. Therefore in this new era of industrialisation,
where the development status of nations is measured basically on
how far they achieve in term of provision of welfare to their
populace, SMEs generate employment in a way that ensures equitable
income distribution. SMEs provide a range of employment that does
not respect wider gap between income earners and does not
concentrate wealth to very few individuals, thereby providing
* Department of Business Administration, Bauchi State University Gadau,
Gadau, Nigeria. E-mail: ibrahimaliyu93@yahoo.com

alternative for dependence on Large Scale Enterprises (LSEs) that turn
out to be exploitative in their businesses.
In an effort to reap the benefits of SMEs, successive
administrations in Nigeria have formulated and implemented different
strategies to create enabling environment for SMEs formation and
growth. Banks such as Nigeria Industrial Development Bank (NIDB),
Nigeria Bank for Commerce and Industry (NBCI), Nigeria
Agricultural and Cooperative Bank (NACB), People’s Bank and
Community Banks were established for that purpose. Some other
programs aimed at supporting SMEs were: The World Bank Assisted
SME Scheme, National Economic Reconstruction Fund (NERFUND),
The Export Stimulation Loan Scheme (ESL), The Rediscounting and
Refinancing Facility (RRF), The National Directorate of Employment
(NDE), Fadama Programme and Poverty Alleviation Programme/
National Poverty Eradication Programme (NAPEP).
Towards this race of reaping the benefits of vibrant SMEs sector,
Bauchi state government introduced a special census for all adult in
2007. The aim was determine the specific business area of interest of
each adult for the purpose of providing financial and equipment
support as its entrepreneurial development programme. At the end of
the day, government had to abandon its commitment to the
programme on the account of lack of fund because the disbursed
funds were not retrieved. Cooperative officers in the state were
charged with the responsibility of coordinating the disbursement and
collection of the loans at local government levels. A preliminary
personal interview with some of them revealed that the funds could
not be retrieved because virtually all the newly established ventures
were closed down and the already established ones have not
experienced any meaningful expansion as a result of lack of
necessary managerial capacity on the side of owner-managers.
Therefore, the need arises for a research that will empirically examine
and prove their claims.
Amboise and Muldowney (1988) argued that an investigation of
management problem and SMEs’ performance should look at SMEs
management from the perspectives of three managerial constructs thus:
task environment scanning, organisational configuration and
entrepreneurial characteristics. Then, the effectiveness or otherwise of
these managerial constructs on SMEs performance will reflect in the
form of success/failure and then evolution/devolution. It is against this
background that this study is designed to determine the impact of
managerial constructs on SMEs performance in Bauchi state in line
with Amboise and Muldowney (1988) framework.
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2.2. Research Design

2. Research Design
2.1. Theoretical Framework
This study will be based on the combination of Systems Theory
and Contingency Management Theory. The theories looked at business
management from three perspectives: entrepreneurial characteristics,
organisational configuration and task environment scanning and then
looked at the effectiveness of these managerial constructs on business
performance. Managing based on parameters of the situation explained
the behavior of an entrepreneurial manager’s behavior.
Organisational Configuration refers to the formal structure of the
organization. The decision to anchor the study on these theories was
informed by the fact that the study looked at impact of task
environmental
scanning,
organisational
and
entrepreneurial
characteristics on SMEs performance in the areas of sales growth,
customer satisfaction and profitability which are contained in the
variable success/failure. Thus the theories provided a way of linking
the study variables.
Entrepreneurial
Characteristics
Organisational
Configuration

SMEs Performance

Task Environmental
Scanning

Source: adapted from Amboise and Muldowney (1988)

The study is cross-sectional in nature where data were collected
from the population of the study using an adapted survey
questionnaire and analyzed to report the finding at a point in time.
Thus, the study is not subjected to timeframe. The questionnaire was
divided into four sections and all the questions are in close ended
form. Section one asked questions about the environmental scanning
ability of an owner-manager; section two asked questions about the
organisational configuration skill of an owner-manager; section three
are set of questions on management (entrepreneurial) characteristics
and section four consists of questions on SMEs performance. Level
of agreement to the statements in section one, two and three indicates
the level of managerial constructs and level of disagreement indicates
the level of lack of managerial constructs while in section four, level
of agreement indicates level of performance and level of disagreement
indicates the level of lack of performance.

2.3. Research Population
The population of the study is the 545 SMEs in Bauchi State.
This is the result of a Collaborative Survey by National Bureau of
Statistics (NBS) and SMEDAN of 2012. It was obtained from Bauchi
state Ministry of Commerce and it is the latest information the
ministry has about the number of SMEs in the state. Therefore, the
actual informants of study were 545 owner-managers of these SMEs.
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Does Household Credit Benefit Child Schooling for the Poorest Ethnic Minorities?
New Evidence from a Transitional Economy
Pham Huu Hong Thai*
*

Abstract
This paper provides an original contribution concerning the
influence of microcredit on child school dropout rates in the poorest
regions in Vietnam. Two crucial empirical problems for the linkage
between microfinance and children’s education are sample selection
bias and the endogeneity of microcredit. Using a combination of the
instrumental variable method and the Heckman approach to overcome
these problems, the finding is that microcredit increases the
opportunity for households to send their children to school through
two main channels—increasing household per capita income and
moving households out of poverty. Regarding traditional
characteristics, we indicate that in a larger household size, there is a
higher probability of children aged 6-14 dropping out of school,
increasing the number of days per month away from school for
children in such a household. In addition, the age and education of
the household head have a negative association with the child school
dropout rate. Furthermore, it is not surprising that households with
larger agricultural lands are more likely to send their children to
school and children in such households are less likely to work,
suggesting that better endowment may support child education and
reduce child labor.
Keywords: Microcredit, Child School Dropout, Child Labor, Ethnic
Minority, Vietnam.

1. Introduction
Children are a vital factor for families, and the number as well as
the sex of the children can determine their education and their
parents’ employment. As the number of children increases, the cost of
maintaining quality of life for each child will increase and, given
limited resources, investment in each child will be reduced. Among
many factors, such as parents’ motivation, vision and education,
household income constraints play an important role in children’s
education (Maldonado & González-Vega, 2008).
Income constraints result in low investment in education, in turn
leading to low attainment in education (Maitra, 2003; Maldonado &
* Faculty of Banking and Finance, University of Finance - Marketing, Ho
Chi Minh City, Vietnam. E-mail: phh.thai@ufm.edu.vn

González-Vega, 2008). A low level of education results in low
productivity and thus low income. Hence, many economists as well
as sociologists have long been interested in the role of access to
credit for children’s education. The role of microcredit on child
schooling cannot be explained by a single theory. On the one hand,
Microcredit may enable households to gain higher income and this in
turn may positively affect the demand for child care through
expenditure on schooling (school fees, books, materials etc.) as well
as improving child nutrition (Maldonado & González-Vega, 2008).
Furthermore, access to credit may facilitate household consumption,
and hence microcredit reduces the likelihood of pulling children out
of school when faced with adverse circumstances (Islam, 2008).
On the other hand, microcredit may affect children’s schooling
adversely in several ways. First, when households use loans to buy
livestock, labor is required to care for the animals and this draws on
child labor. In addition, repayment periods for loans are often short
and interest rates for loans are high. Also, loans are often not large
enough. Taken together, these circumstances force households to use
child labor instead of hiring external labor. Furthermore, access to
formal credit often requires collateral, and a lack of collateral
prevents households, especially poor households, from gaining access
to formal microcredit. Consequently, households must seek loans from
informal markets. In these cases, child labor acts as security for a
loan. In other words, a child’s labor is considered a consumptionenabling device for transferring income from the future to the present
(Genicot, 2007). Obviously, access to micro-credit is improved when
other family members also are responsible for repayment.
In the light of the theoretical perspectives and arguments above,
empirical studies on this topic offer mixed findings. Morduch (2000)
finds that microcredit has a positive effect on the child schooling and
healthcare of borrowing households. Once households perceive the
benefits or positive returns of their children’s education, they will
invest more in it. By contrast, other studies find that children are
more likely to work rather than go to school if their households
participate in a microcredit program (Islam & Choe, 2013). Similarly,
Islam and Choe (2013) even detect significantly adverse effects on
child labor and schooling in the same country in South Asia. Lack of
clarity on the linkage between household credit and child schooling
or labor has motivated us to pursue this topic in Vietnam.
In Vietnam, there is a growing literature examining the role of
microcredit in household welfare. Some scholars show that microcredit
is an effective tool to reduce poverty and improve income as well as
the expenditure of households (Duong & Izumida, 2002; Quach,
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Mullineux, & Murinde, 2005; Quach, 2017). Others (e.g., Nghiem,
Coelli, & Rao, 2012) indicate that the effect of microcredit on
poverty reduction is negligible.
The current study, however, differs significantly from previous ones
in two ways. First, while the majority of previous studies consider
the role played by microcredit in household welfare, few studies
evaluate the effect of microcredit on child schooling. Second, the
literature indicates that microcredit may not benefit the poorest
(Bocher, Alemu, & Kelbore, 2017). This paper revisits this topic by
focusing on the poorest group composed of ethnic minorities in the
Northern Mountains region of Vietnam, to consider whether
micro-credit programs for the poor really help them. The northern
mountainous region was selected for this study because this is the
poorest region in Vietnam, where most ethnic minority households
still live below the poverty line and have very limited access to
non-farm activities and other social and physical infrastructure
(Nguyen, Tran, & Van Vu, 2017).

2. Background to the Study
Considering microcredit in relation to child schooling in Vietnam,
the microcredit network includes many organizations, such as the
Vietnam Bank for Social Policies (VBSP), AgriBank, People’s Credit
Fund and other microcredit organizations. These have developed
rapidly and spread to many districts and communes. Among these
organizations, VBSP is the institution that implements most
microcredit programs in Vietnam, such as the Poor Households
Program, the Disadvantaged Students Program, the Job Creation
Program, etc. As of December 31st, 2010, VBSP’s outstanding loans
totalled VND 89.462 billion, of which the Poor Households Program
accounted for 40.43%, the Disadvantaged Student Program for
29.12%, and the Extremely Disadvantaged Ethnic Minority Households
program for 0.48%. In addition, the progress of information
technology in the new age has helped many poor people gain access
to microcredit services in Vietnam with higher efficiency and at
lower cost.
According to Dinh, Nguyen, and Pham (2014), thanks to these
microcredit projects, the income of participating households has
increased significantly. In addition, Vietnam has achieved great
success in increasing school enrolment for children and achieving the
Millennium Development Goals (MDGs) for education (Dang, Do,
Nguyen, Phung, & Phung, 2013). The proportion of working children
aged 6 to 14 has declined from approximately 12% in 2004 to 7.4%
in 2012.
For the poorest region in Vietnam, Table 1 reports descriptive
statistics of credit access and child schooling, for poor compared with
nonpoor households. The results suggest that the percentage of
borrowed credit for poor and nonpoor households is comparable.
However, the amount of credit borrowed by poor households is much
smaller than that by nonpoor households. Specifically, the average
amount of borrowed credit for poor and nonpoor households is 6.911
million and 3.925 million VND, respectively. The school dropout rate
of children in poor households is twice what it is in nonpoor

households. Also, the number of days worked per month by children
in poor households is 2.5 while this number for nonpoor household
is 1.5.
Table 1. Descriptive statistics of credit and school dropout rate
Credit
(%)

Amount of borrowed
credit (1000VND)

School dropout rate
(%)

Nonpoor

26.8

6911

7.4

Poor

27.0

3925

14.1

Note: Author’s calculations.

In Table 2, we provide descriptive statistics of household
characteristics by household, both those with and without borrowed
credit. The results from Table 2 reveal that borrowing households are
larger in size than those without borrowed credit; the difference is
statistically significant. Between households that borrow and those that
do not, there is a small but significant difference in the percentage of
households whose head speaks Vietnamese. Households with borrowed
credit work a smaller area of annual agricultural land compared with
those without borrowed credit, but this difference is not statistically
significant. Households with borrowed credit work a larger area of
perennial agricultural land than do those without borrowed credit and
the result is statistically significant for the difference. Finally, there is
no statistically significant difference in the area of forest lands
worked by households with and without credit.
Table 2. Descriptive statistics of household characteristics by household
with and without borrowing credit
Household size
Dummy for language (equal 1 for
Vietnamese language, 0 otherwise)
Age of household head
Ethnicity of household head
Area of annual agricultural land
Area of perennial agricultural land
Area of forest land

Credit
4.975

No credit
4.701

0.370
43.982
0.203
1781.3
576.3
1210.1

0.336
45.916
0.205
1817.3
400.2
1384.1

Difference
0.274***
0.034**
-1.934***
-0.002
-36
176.1***
-174

Note: Author’s calculations.

Figure 1 illustrates the poverty rate at provincial level from the
dataset, which shows that this rate is mainly concentrated in
mountainous areas and that the ethnic minorities in the North-West
region are the poorest. The results are in line with a recent report.
Specifically, using the 2010 WB-GSO poverty line, the 2010 report
stated that 66.3% of ethnic minorities were poor and 37.4% were
extremely poor. The corresponding figures for the majority population,
however, were only 12.9% and 2.9% (World Bank, 2012).
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Figure 1. Poverty rate across surveyed provinces
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between income per capita and the school dropout rate, I regress
school dropout on the characteristics of households, including
household size, dummy for Vietnamese language, age, ethnicity and
education of household head, and land worked by households. We
then predict the value of school dropout to have the probability of
school dropout. Next, the relationship between the probability of
school dropout and the log of real income per capita is
non-parametrically estimated. Figure 2 shows that the likelihood of
school dropout declines with per capita income, suggesting that
households would invest more in their children by sending them to
school and reducing their dependence on child labor.

Figure 2. Relationship between probability of school dropout and
per capita income
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An Empirical Study about the Influence of Country Personality and Product
Involvement on Consumer’s Purchase and Visit Intentions
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Abstract
The purpose of this paper is to understand the influence of
country personality dimensions and product involvement on European
consumers purchase and visit intentions, considering the Portuguese
context. The increasing economic globalisation has resulted in the
reducing of trade barriers between nations and the availability of
more foreign products and services across borders. Therefore, the
place associations of these products and services might be regarded as
a potential competitive differentiator in their respective markets. A
questionnaire measuring country personality dimensions, product
involvement, and consumer´s purchase and visit intention was passed
on a sample of 335 European consumers. This study rather assesses
common CP within European consumers and offers a new perspective
about the influence of CP dimensions and PI on European
consumers’ purchasing and visiting intentions. Findings show that
product involvement and wickedness have a significant influence,
positive and negative respectively, on consumer’s purchase intentions,
whereas assiduousness and product involvement have a significant
positive influence on consumer’s visit intentions. On developing
marketing strategies, international marketers and governmental
decision-makers should consider product involvement attributes and
specific country personality traits to provide the country’s products
with a competitive edge, as well as to promote the country as a
travelling destination.
Keywords: Country Personality, Country Image, Product Involvement,
Consumer Behaviour Intentions, International Marketing.

1. Introduction
Each country, city, and region is nowadays competing for world’s
consumers, tourists, investors and international events (Kim, Shim, &
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University of Minho, GOVCOPP, University of Aveiro, Braga, Portugal.
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Dinnie, 2013). This reinforces the need to develop sources of
competitive advantage. A strong country image (CI) ought to be
perceived as distinctive, unique, accepted, and prevalent in people’s
minds. To help the characterisation of CI, d'Astous and Boujbel
(2007, p.233) developed a scale to position countries on human traits
and applied the concept of brand personality to nations defining it as
"the mental representation of a country on dimensions that typically
capture an individual’s personality".
As European countries represent one of the main sources of
income for Portugal through exports and tourism, this study is based
on the perceptions of 335 European consumers, mostly from Spain,
Germany, Italy, and Netherlands. According to our best knowledge,
explicit analysis considering both the influence of country personality
(CP) dimensions and product involvement (PI) on European
consumers’purchasing and visiting intentions have not been conducted.
Moreover, previous research on CP has focused on the differences
between countries. This study rather assesses common CP within
European consumers and offers a new perspective about the influence
of CP dimensions and PI on European consumers’ purchasing and
visiting intentions.

2. Literature Review
2.1. Country Personality: State-of-the-Art
Research developed on country branding suggests that consumers
have the capacity to ascribe specific qualities and traits to countries,
just as they do to brands. d'Astous and Boujbel (2007, p.232)
describe the significance of using the personality perspective to the
conceptualisation of country beliefs, highlighting that the main reason
is that the presentation of countries is often human-like. Among
several features that describe this perspective, it is accepted that the
"personality perspective fits well with the self-image congruence
theory which proposes that people prefer objects whose psychological
characteristics are congruent with their own psychological
characteristics". Moreover, personality traits exist in people’s minds
and they make use of them to catalogue the environment in which
they are included namely products and/or services. The authors
identified agreeableness, wickedness, snobbism, assiduousness,
conformity, and unobtrusiveness as the six dimensions of the country
brand personality scale.
One purpose of this study is to identify which and to what extent
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the dimensions of CP influence European consumers’ behaviour. This
study adopts d'Astous and Boujbel (2007) approach to evaluate the
influence of CP dimensions on consumer’s purchasing and visiting
intentions in the Portuguese context.

2.2 Behavioural Intentions towards National Products and
Travelling
According to Ajzen (1991, p.181) "intentions are assumed to
capture the motivational factors that influence a behaviour they are
indications of how hard people are willing to try, of how much of
an effort they are planning to exert, in order to perform the
behaviour". Extensive research has shown the influence of country
image’s impact on products/brands preferences and purchase intentions
(for review see Roth & Diamantopoulos, 2009). Regarding the
attitudes towards the country, these studies assessed the cognitive,
affective and conative components of CI, considering each
dimension’s influence separately or together. However, much less is
known about the symbolic component of CI and this study aims to
provide further knowledge about the influence of CP dimensions on
consumers purchasing intentions, considering the Portuguese context.
It is also important to notice the considerable amount of literature
that has grown up around the theme of destination branding, as an
approach to tourism destination promotion (Murphy, Moscardo, &
Benckendorff, 2007). As Sirgy and Su (2000) suggest when
evaluating consumer’s attitude towards a destination, it is possible to
apply the same reasoning that has characterised consumer research
about consumers’ attitude toward a product, which means to analyse
the influence that the matching of the product user image with the
consumer’s self-concept has on product purchase behaviour.
Based on the above literature, the hypotheses of this study are
inferred as follows:
H1: Country personality influences consumers’product purchasing
intentions towards Portuguese products.
H2: Country personality influences consumers’ visiting intentions to
Portugal.

2.3. The Effect of Product Involvement in Consumer Behaviour
Day (1970, p.10) defines product involvement as "the general level
of interest in the object or the centrality of the object to the person’s
ego structure". Regarding the relationship between CI and PI
Josiassen, Lukas, and Whitwell (2008) found that in circumstances
where PI is considered a salient cue, the argument is that if the
consumer is less involved, CI will be more important since it is a
singular salient cue for product evaluation. When PI is considered as
a supplementary information, the argument is that "the more involved
the consumer is with a product, the more motivation there is to seek
additional product-related information in order to evaluate the product
and, consequently, the more a consumer will make use of COO
image as an additional product-related information factor" (Josiassen et
al., 2008, p.435). Findings indicate that consumers are more likely to
rely on COO image for their product evaluations in cases of low

involvement. These results are extremely important to marketing
practitioners, once the COO image might be a useful tool for driving
consumers’ product evaluations, quality perceptions of products and
behavioural intentions to purchase (Josiassen et al., 2008). Hence, the
following hypothesis is proposed:
H3: Product involvement has a significantly positive influence on
consumers’product purchasing and visiting intentions to
Portugal.

3. Research Methods
3.1. Instruments, Data Collection and Sample Description
Country Personality was measured in a 24-item (personality traits)
scale by d'Astous and Boujbel (2007). To measure product
involvement, four items from Zaichkowsky (1994) personal
involvement inventory were used on a seven-point semantic
differential scale. Purchase intentions were measured through three
items of product evaluation from Laroche, Papadopoulos, Heslop, and
Mourali (2005), in a three-point semantic differential. Visit intentions
were measured with the three-item adopted from the scale of Um and
Crompton (1990), in a seven-point Likert scale ranging from 1 –
Strongly disagree, to 7 − Strongly agree.
On average, respondents completed the questionnaire in 15 minutes
and data were collected cross-nationally through an online survey. A
sample of 335 was retained after eliminating invalid responses.
Regarding the demographic and socio-economic profile of the sample
61% female and the average age was 26 years (range: 18-66). Most
representative nationalities were Spanish, German, Italian and
Netherland. The most common professions in the sample were
employees (23%) and students (74%). Country familiarity and country
product familiarity were evaluated and results show (M=3.96,
SD=1.64 and M=3.33, SD=1.64, seven-point scale) respectively.

4. Results and Conclusions
4.1. Personality Traits Associated with Portugal
To understand how Portugal is perceived in terms of the country
personality traits by European consumers, descriptive statistics were
calculated. Results showed that among the enquired European
consumers, Portugal is best described by the following traits:
"traditionalist" (M=5.49, SD=1.08), "bon-vivant" (M=5.44, SD=1.03)
and "amusing" (M=5.34, SD=1.02). On the other hand, "snobbish"
(M=2.36, SD=1.39), "vulgar" (M=2.51, SD=1.26) and "immoral"
(M=2.64, SD=1.25) were identified as the personality traits that less
describe Portugal.

4.2. Hypotheses Testing
Hypothesis 1: results showed that wickedness has a significant and
negative influence consumers’ purchasing intentions (β= -.198
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p< .05), supporting hypothesis H1d.
Hypothesis 2: results showed that assiduousness has a significant
and positive influence on consumers’ visiting intentions (β=.205
p<.05), supporting H2b.
Hypothesis 3: results showed that product involvement has a
significant and positive influence in consumers’ purchasing and
visiting intentions (β=.526 p<.05 and β=.265 p<.05), supporting
H3a and H3b (see Table 1).
Results provided some evidence for the predictive validity of
country personality dimensions and product involvement. The R2
indicates that 34,2% and 19,2% of the total variation of the purchase
intentions towards Portuguese products and visit intentions may be
explained by the country personality dimensions and product
involvement.
Table 1. Structure model results

Note: *p < .05, **p < .010, ***p < .001.

4.3. Conclusions and Implications for Theory and Practice
The CP scale contributes to filling a gap acting as a complement
to the current CI measuring instruments. From a theoretical
perspective, this study extends research on CP (d'Astous & Boujbel,
2007; d'Astous & Li, 2009; Kim et al., 2013) by simultaneously
analysing the influence of CP dimensions and PI on consumers
purchase and visit intentions, considering the Portuguese context.
From a managerial perspective, this study contributes to answering
what is the symbolic image of Portugal held by European consumers
and which traits are most and less important describing Portugal. On
developing marketing strategies, international marketers and national
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policymakers should consider PI attributes and specific CP traits to
provide the country’s products with a competitive edge and to
promote the country as a travelling destination.
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Abstract
This research is constructed by main study and supplementary
study. In the main study, we determine to study the effect of
different formats of post-purchase discount on two dependent
measures: consumers’ perceptions of loss and willingness to return.
Price promotion is one of the most commonly used methods to
increase sales and revenue. If a promotion is announced before the
purchase (i.e., pre-purchase discount), consumers are likely to perceive
it as a benefit. If announced after the purchase (i.e., post-purchase
discount), consumers tend to perceive the discount as a loss. Previous
studies have stated that in pre-purchase discount condition, promotions
change consumers’ purchase decisions, and consumers perceive
different formats of discount. However, to our knowledge, the effect
of different post-purchase discount formats has not been researched.
Our research aims to fill this gap by proposing how consumers
perceive the post-purchase discount, and whether they have different
degrees of willingness to return the purchased product under various
formats of post-purchase discount. We use a two-way ANOVA (2
Initial Prices x 2 Discount formats) to analyze subjects’ perceptions
of loss and willingness to return. For marketing practitioners, we
intend to suggest optimal promotion formats that alleviate consumers’
negative perceptions and prevent additional operating costs.
Keywords: Post-Purchase Promotion, Discount Formats, Perception
of Loss, Willingness to Return.

1. Introduction
Our research is constructed by main study and supplementary
study. In the main study, we determine to study the effect of
different formats of post-purchase discount on two dependent
measures: consumers’ perceptions of loss and willingness to return. In
the supplementary study, we constitute an extreme condition where
the benefit magnitude is larger than 50% in order to make our
research more rigorous. Because once the benefit magnitude is above
a significant level, it could become a manipulation factor to our
dependent measures.
* Graduate Student, Administrative Sciences Department, Metropolitan
College, Boston University, Boston, USA. E-mail: fionaluo@bu.edu
** Administrative Sciences Department, Metropolitan College, Boston
University, Boston, USA. E-mail: leejen@bu.edu

2. Literature Review
Previous studies suggested that for low-price products, consumers
perceived the savings more significantly when presented in percentage
formats than in absolute dollar drops, and for high-price products, the
perceived savings were larger if presented in dollar compared to in
percentage (Chen, Monroe, & Lou, 1998). They advanced retailers’
understandings by discovering effective promotional strategies that
yield positive consumers’ perceptions of the product. Accordingly, we
propose that, given the same benefit magnitude, for low-price
products, consumers should perceive a more significant loss if the
post-purchase discount is presented in percentage drop; for high-price
products, consumers should perceive a more significant loss if the
post-purchase discount is presented in absolute dollar drop.
Initial studies have demonstrated that pre-purchase discount could
yield negative effect on consumers' loyalty, future price expectation
and the likelihood of subsequent purchases. 1) For instance, if a
brand is discounted at a high frequency, consumers would be trained
to wait for discounts and ignore full prices and those consumers
would not be denominated with high loyalty. 2) Objective price has a
positive association with perceived price and with perceived quality
(Chang & Wildt, 1994). When the discount is released and the
objective price drops, the perceived price and quality decline
correspondingly. Meanwhile, perceived prices are key determinants of
future price expectation (DelVecchio, Krishnan, & Smith, 2007).
Hence, discounts can reduce consumers’ price expectations for the
brand (Monroe, 1971). 3) Consequently, by lowering perceived
quality, increasing consumers’ inventories at home (Diamond, 1992),
and reducing future price expectation, discounts may undermine the
likelihood of subsequent purchases (Del Vecchio, Krishnan, & Smith,
2007).
While previous studies illustrated how the pre-purchase discount
negatively affect consumers’ future expectations and behaviors, our
study aims to conduct a reversed research, investigating whether
post-purchase discount influences the current behavior. We propose
that the formats of ‘missed’ promotions could have an effect on
willingness to return based on two supporting reasons: 1) different
formats of promotion influence the future purchase (Del Vecchio,
Krishnan, & Smith, 2007). 2) easy return policy provided a method
for consumers to redeem their monetary loss caused by the gap
between full price and discount price immediately.
Alternatively, though different formats of promotion have an
influence on future purchases, no study suggested that consumer’s
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current purchase intention would be changed due to different formats
of promotion. Hence, we also nominate a counter-proposition that
post-purchase price discount formats will not yield a significant
difference in consumers’ willingness to return.

3. Research Methods
A two-way ANOVA - 2 Initial Prices x 2 Discount formats - will
be used to analyze subjects’ perceptions of loss and willingness to
return. In total, we determine to invite 400 subjects at a variety of
age (from 16 to 50) to picture themselves in scenarios. Although we
designed 8 scenarios, each subject is only assigned to one scenario
on the grounds that the number participants saw in the previous
scenario could have an effect on their decision in the latter scenario,
which is in reference to anchor effect. We are obliged to avoid
anchor effect during the experiment.
Subjects in each scenario are requested to evaluate their
perceptions of loss and their willingness to return the product
separately in a scale of 0-10 (0 represents the subject perceives no
loss and 10 represents a strong perception of loss; 0 refers to ‘not
willing to return at all’ and 10 refers to ‘definitely will return’). The
common information in each scenario is that one has bought a shirt
from his/her favorite brand at an initial price, and a few days later,
he/she found out online an absolute value ($) or percentage (%) price
drop.
Table 1. Main study
Group
assigned
Group 1
Group 2
Group 3
Group 4

Scenario
Scenario
Scenario
Scenario
Scenario

1a
1b
2a
2b

Initial price

Price drop

$50
$50
$500
$500

$10
20%
$100
20%

Initial price

Price drop

$50
$50
$500
$500

60%
$30
60%
$300

Table 2. Supplementary Study
Group
assigned
Group 5
Group 6
Group 7
Group 8

scenario
Scenario
Scenario
Scenario
Scenario

3a
3b
3c
3d

4. Results and Conclusions
Though other voices may claim that benefits of promotions are
much more important than the downsides, we believe that a brand
with frequent and unconditional discounts, would hurt the loyalty of
consumers and also induce a harm in itself in a long term. Despite
the large expenditure allocated to promotion or the relatively abstract
loyalty of consumers, the delivery cost is increasing itself, making it
indispensable to apply right strategies in right promotions. Ultimately,
the absolute magnitudes of discounts are constant, but the formats in
which retailers offer the discount should be different.
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Abstract
In today’s competitive environment, corporations are making
substantial investments in sustainability initiatives. Corporations are
increasingly motivated to proactively integrate sustainability issues into
strategy. Prior studies demonstrated that company’s involvement in
sustainability programs helps in brand building, and generates positive
feelings about the company in consumers’ mind. The current study
examines the effect of sustainability innovations on consumer adoption
intention in services sector. Specifically, this study proposed and
tested a model that examines the effect of sustainability innovation
knowledge, its benefit understanding, consumer innovativeness and
perceived risk on consumers’ adoption intention towards a service. A
survey is conducted among Indian consumers. Structural equation
modelling is used to analyze the data and to test the proposed
integrated model. The research focused on hotel industry only. The
results showed that knowledge about the sustainability innovations and
its benefit understanding decreases perceived risk and increases
adoption intention. Consumer innovativeness leads to higher adoption
of sustainability innovations. Hotels are increasingly using sustainable
practices to enhance customer goodwill and improve their image.
Hotels must look at customer reactions towards adoption of
sustainability initiatives. Adopting sustainability innovations can
dramatically reshape the way companies provide products and services
and contribute to society’s progress.
Keywords: Sustainability Innovation, Perceived Risk, Consumer
Innovativeness, Hotel, Indian Consumer.

1. Introduction
The main section of an article should start with an introductory
section which provides In the current competitive environment,
involvement in sustainable activities has strategic importance to many
corporations. Each year, organizations are making substantial
investments in sustainability initiatives. There is an increasing
expectation on the part of consumers and stakeholders that companies
should be responsible not only for their business operations but also
* Assistant Professor, Xavier Institute of Management, Xavier University,
Bhubaneswar, India. E-mail: plavini@ximb.ac.in

for demonstrating good environmental and ethical behaviour
(Andersson & Sweet, 2002). A current data showed that more than
$15 billion a year was spent by Fortune 500 firms on Corporate
Social Responsibility (CSR) activities (O’Keefe, 2016). This number is
rising as businesses see signs that investments in CSR improve
company performance, talent recruitment and retention. Companies can
become socially responsible by following the law, or by integrating
social, environmental, ethical, consumer, and human rights concerns
into their business strategy and operations. To grow efficiently,
companies are integrating sustainable business practices into core
managerial processes and functions.
Sustainable development describes a ‘‘development which meets the
needs of current generations without compromising the ability of
future generations to meet their own needs’’ (WCED, 1987). It
contains within it two key concepts. First one is the concept of
'needs', in particular the essential needs of the world's poor, to which
overriding priority should be given. The second one is the idea of
limitations imposed by the state of technology and social organization
on the environment's ability to meet present and future needs.
Now-a-days, managers are challenged to deal with sustainability while
at the same time being responsible for the wellbeing of their
organization (Schaltegger & Horisch, 2017). Corporate sustainability
management aims at reducing negative social and environmental
impacts and contributing to sustainable development. Corporates go
for various innovative sustainability activities and integrating them to
their business model.
Previous researches demonstrated that company’s involvement in
sustainability programs helps in brand building, and generates positive
feelings about the company in consumers’ mind. In the recent study
the research examines the effect of sustainability innovations on
consumer adoption intention in services sector. Specifically, this study
proposed and tested a model that examines the effect of sustainability
innovation (SI) knowledge, its benefit understanding, consumer
innovativeness and perceived risk on consumers’ adoption intention of
service.

2. Literature Review
Some of the greatest challenges facing society today, such as
poverty and climate change, are a result of development that is not
sustainable. So, sustainable development is a necessity condition to
achieve holistic business success. Diffusion of innovations theory
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defines an innovation as an idea, practice, or object that is perceived
as new by an individual or other unit of adoption (Rogers, 2003).
The study posits that the consumer innovativeness affects consumer
adoption intention. Sustainability in innovation is also recognized as
an important consideration in the current efforts focused on balancing
the needs for improved goods and services for the current and future
generations with the concomitant impact on the natural resources
(Varma, 2009). When companies seek to implement new
environmental policies, practices or products, regardless of their
various motivations (Bansal & Roth, 2000), they are introducing a
sustainability innovation. Sustainability innovation knowledge has an
impact on adoption intention. Knowledge decreases the perceived risk
of adopting a new service or product. Benefit understanding of
sustainable innovation also decreases the risk and creates positive
intention.

3. Research Methods
This study focuses on sustainability in hotels. Hotels create a
significant environmental impact and must take a more proactive
approach to reduce it (Becken, Frampton, & Simmons, 2001).
Research was conducted among Indian consumers through a survey.
These individuals were given a short summary of the purpose of the
study by the researcher before filling the questionnaire. All constructs
were measured using multiple items. Some scale items were directly
taken from previously validated measures and some were reorganized
and adapted to the current context. Before conducting the survey, as
an effort to ascertain the content validity of the survey questionnaire,
a draft survey was given to two experts and their advice was taken
into consideration.
Study tested the research model by applying two-stage structural
equation modelling. Research was conducted among Indian consumers
through a survey. Scales to measure the constructs were adapted from
different existing studies. The resulting measurement scales were
subjected to a commonly used validation process to assess their
reliability, validity, and unidimensionality. Following the two-step
approach, the researcher tested the measurement model by conducting
confirmatory factor analysis. Then structural equation modelling was
used for hypotheses testing. Both the measurement model and the
structural model were assessed by the maximum likelihood estimation
procedure using AMOS.

4. Results and Conclusions
Results showed that SI adoption is positively affected by
knowledge and benefit understanding. Consumer innovativeness leads
to higher adoption of SI. SI knowledge and benefit understanding
have positive effect on SI adoption intention. Knowledge and benefit
understanding decreases risk perception and this also leads to increase
in adoption of SI by hotels.
Companies are increasingly using sustainable practices to enhance
customer goodwill and improve their image. These efforts have

implications for firm profitability. The research also has critical
implications for the research on hotels’ sustainable innovation. Hotels
must look to customer reactions for adopting sustainability initiatives.
Adopting sustainable innovations can dramatically reshape the way
hotels and companies provide products and services and contribute to
society’s progress.
Based on these results, it can be said that marketing campaigns
that communicate about the hotels should also focus on its SI
practices. Use of advertising, PR and social media for communication
of SI is essential. This will create consumer awareness and
knowledge. The hotels which are pioneers in adopting SI should
educate consumers about the benefit of these initiatives. The benefit
communication will trigger positive reaction from consumers
(Punyatoya, 2015). Consistent with the previous literature, this study
find that consumer innovativeness can contribute to adoption of
hotels. However, this work extends beyond this observation to show
the importance of sustainability innovations. Thus, it is important that
hotels and other organizations look at sustainability initiatives as
important way to gain competitive advantage.
First the research is conducted in the emerging market of India.
The results may not remain same in developed markets or other
developing countries. By conducting cross-cultural studies more
insights can be brought into picture. Second, the research studied
cases of hotels only. Similar studies in other industries can be done
and the results can be compared. But adoption intention of hotels
may be impacted by pricing of hotel, consumer’s income level and
ability to pay more. Therefore, future studies could ask consumers to
state their income level and the percentage of income that they
usually spend on hotels to better understand the relationship between
these variables.
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Abstract
As a means of gathering and sharing information, organizations are
becoming increasingly reliant on social media platforms based on the
Internet. The technology evolution compels organization to introduce
unique business models to retain customers and to gain a competitive
advantage. Customer reviews available through social media need to
be considered by organization to design a model with unique
operations strategy that will improve their performance. The objective
of the study are twofold: (1) to identify the impact of Social media
in the Operations strategy and service quality of the organization (2)
to identify the impact of operations strategy and Service quality on
firm performance. In this research data was collected from Service
managers from Hotel industries. Structural equation modelling was
used to analyse the data. The author builds a model of how social
media reviews will impact operations strategy, service quality and
Firm performance. Interview is conducted with service operation
managers and a structural equation modelling method has been
employed for data analysis. Findings of the study give a guide line
for service managers the benefit of using social media to improve
operations strategy, service quality and firm performance. This study
contributes to the operations management literature by proposing and
testing the influence of Social media for improving operational
excellence and firm performance.
Keywords: Social Media, Operations Strategy, Firm Performance,
Service Quality.

traditional contact center applies to social media, how to integrate
social media platform with existing mass contact center. Under the
pressure of improving low level of customer satisfaction, Airlines
including Delta, JetBlue and American Airlines have been reportedly
using Twitter to respond to customer complaints (McCartney, 2010).
Based on the “wisdom of the crowd” effect, consumer-generated
online reviews are supposed to help organizations make more accurate
product evaluations. As per Bernoff and Li (2008) Social media can
be useful in the operations department. It provided providing
employees with tools so that they can assist one another in finding
more effective ways of doing business. Given the utilization of social
media is in its nascent stage in the operations management literature,
it is not known if social media review will impact to improve
organization performance and service operations. Although previous
studies emphasized use of social media in different organization
especially in the field of marketing, finance, strategy and human
resource (Durand & Vargas, 2003; Bernoff & Li, 2008; Emrouznejad,
Cabanda, & Gholami, 2010) but limited studies are found application
of social media in operations management domain.
The objective of the study are twofold: (1) to identify the impact
of Social media in the Operations strategy and service quality of the
organization (2) to identify the impact of operations strategy and
Service quality on firm performance. In this research data was
collected from Service managers from Hotel industries. Structural
equation modelling was used to analyses the data. Findings of the
study give a guide line for service managers the benefit of using
social media to improve operations strategy, service quality and firm
performance.

1. Introduction

2. Literature Review

Social media has revolutionized the way businesses interact with
customers. Social media is an effective cyberspace for accessing
reliable and update information (Sigala, 2012). Social media allows
the users, without any need to physical presence, to communicate and
generate content (Zhang, Guo, Hu, & Liu, 2017). By effective use of
social media as development platform, some companies (e.g.,
Starbuck’s, Zappos, & BestBuy, etc.) report success stories (Barry et
al., 2011). Industry experts raise operational issues of customer
feedback such as whether process centered approach used by

As per Resource based view (RBV) Organization can take
sustained competitive advantage as stemming from internal resources
that are valuable, rare, inimitable, and non-substitutable (VRIN)
(Barney, 2012). Such VRIN resources may include both tangible (e.g.,
DHL’s logistics network) as well as intangible assets (e.g., Google’s
maps data) owned or controlled by the firm (Barney, 1991; Esper &
Crook, 2014). To explore how social media can create and sustain
competitive advantages, researchers have argued information collection
and processing practices are capabilities that facilitate a firm to
acquire more knowledge assets (Galunic & Rodan, 1997). Here
researcher consider Social media as feedback mechanism for

* Tata Steel Ltd, India. E-mail: durgesh.pattanayak@gmail.com
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improving the organization weakness for competitive advantage. Social
media is considered a technology that has developed in recent years,
is treated as an interactive technological resource, and is regarded as
a specific service and application with ICT (Martínez-Nú˜nez &
Pérez-Aguiar, 2014).
Based on the literature review it is concluded that social media
contributes in the field of Operations management. And Operations
management
contributes
significantly
improving
Organization
performances. Hence the argument is that Social media can contribute
in improving Organization Performance. But based on researcher
knowledge no single study has identified the relationship between
social media and organization performance. Hence the author proposed
a model of how social media reviews will impact operations strategy,
service quality and Firm performance.

3. Research Methodology
To test the hypotheses, the researcher used Structural equation
modeling using AMOS software. Data was collected by
self-administered questionnaire survey by personal interview. All these
respondents were in executive positions in their company and were
familiar with the constructs in the study. To check our proposed
research model two-stage (CFA & SEM) approach was performed.
Both the measurement model and the structural model were assessed
by the maximum likelihood estimation procedure.

4. Results and Managerial Implication
Several interesting findings are highlighted from the results of the
data analysis. It has been found that use of social media reviews has
positive effect on Operations strategy and service Quality. And Both
the above constructs are responsible for improving organization
performance.
Service Operation manager can leverage social media to improve
Quality management, Inventory management, facilities layout.
Forecasting demand, procurement function and service quality can be
improved by using social media. The study highlights one of the
important aspect that organization performance can be enhanced
through investing time and cost through social media platform. Hence
it is important for the service sector organization to invest in social

media platform to improve service operations and competitive
advantage.
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Abstract
As the Bandung’s tourism industry shows an increasing trend, it
has impacted the growth of hotel in a massive scale. This research
aim to identify factors that affecting customer choices toward 2-star
and 3-star hotels in Bandung. The method used in this research is
refer to previous research conducted by Dyan Saputra (2014) to 4-star
and 5-star hotels in Bandung.Most of tourists visiting Bandung are
domestic tourist (96%), in which relatively has a low spending with a
proper profile for middle scale (3/2 star) hotel. As the competition
increased, middle scale hotel are pressured by high scale (5/4 star)
and budget hotel that committing price cut. Further, the competition
is also exist between (3/2) star hotel. This condition has triggered
(3/2) star hotel to keep innovating their services to gain
competitiveness. This study adopts SERVQUAL framework to observe
the customer expectation and detecting the gap of the hotel services.
A questionnaire survey was conducted, and this study obtained 105
feedback from the tourists who had stayed in the 3/2 star-hotel in
Bandung. In general, hospitality and supporting service is the most
important compare to the other two dimensions, thus 3/2 star hotel in
Bandung need to pay more attention to this dimension.
Keywords: 3/2 Star-Hotel, Service Quality, Hospitality, Service
Innovation, Indonesia.

along that year.
Growth in tourism and creative industry following the increase of
tourist visits that happen almost every year. BPS kota Bandung
recorded, in 2005, there are 1.928.250 tourists visited Bandung. This
number doubled in 2011 which there are 4.070.072 tourists visits and
4.418.781 tourists visits in 2014. Development in infrastructure and
technology also economic growth stimulate the growth of tourism
industry in Bandung. The opening of Cipularang highway, a highway
that connecting Bandung and Jakarta have giving easier access to
people in Jakarta to visit Bandung. Easiness to access information
about travelling from internet have ‘tease’ people to travel, including
visiting Bandung as travel destination. Economic growth have increase
the number of middle and upper class people in Indonesia. Those
three conditions have made the number of tourists came to Bandung
increasing.
Hotel in Bandung differentiated as star and non-star hotel. Star
hotels leveled from one to five while non-star hotel or preferably
mentioned as jasmine (melati) hotel leveled from three to one. As
recorded by BPS kota Bandung, there are 382 star and non-star
hotels in total. Those hotels were rated by Tourism Business
Certifications Institution (LSU Bidang Pariwisata), an independent
institution which appointed by Indonesian government to do business
certifications. Every hotel is rated using standard and law as written
in Ministry of Tourism and Creative Economic’s Regulation Nomor
PM. 53/HM.001/MPEK/2013 regarding hotel’s standards.

1. Introduction
Bandung is one of several cities in Indonesia that have a good
development in their tourism industry. This can be concluded from
the growth number of businesses engaged in this industry. Many
recreational area and tourism spot been developed around Bandung.
Beside that, there are a lot of factory outlet and restaurant developed
in the past 10 years. Based on BPS kota Bandung, currently there
are 426 restaurants being registered in Bandung. Compare to 2005,
there were only 247 restaurants being registered. This means there is
almost 200 percent growth of restaurants established in Bandung
Figure 1. Number of Hotel Developed in Bandung (Source: Analysis)
* School of Business and Management, Institut Teknologi Bandung,
Kota Bandung, Indonesia. E-mail: yuliani.dwi@sbm-itb.ac.id
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The challenge of hoteliers in Bandung is not only the new player
in this industry. Changing technology, competition, social and
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economic conditions has shift the customer behaviour. Nowadays,
people can easily compare price by using their smartphone and
internet. This lead to more fierce competition. Hoteliers have no other
choice than to cut the price of their room as stated by Herman
Muchtar, Chairman of PHRI West Java (Susanti, 2015).
Many of investor groups currently investing in Bandung’s
hospitality industry in low star hotel. There are reasons why some
investment group choose to develop relatively cheap budget hotel.
Based on recent survey conducted by Market Metrix, a global
hospitality industry’s consultant, location and price are the two main
reasons for customer in choosing a hotel. Location choosen by 30,2%
respondents as the main reason in choosing a hotel, meanwhile price
choosen by 15,7% respondents as the main reason in choosing a
hotel (Dewi Magazine, 2015). From this facts, it is better to develop
many simple budget hotel in several strategic location than one
luxurious hotel in only one location.
This research aim to identify factors that affecting customer
choices toward 2-star and 3-star hotels in Bandung. The method used
in this research is refer to previous research conducted by Dyan
Saputra (2014) to 4-star and 5-star hotels in Bandung. This research
using integrated SERVQUAL framework to identify factors that
affecting customer choices. The result of this research can become an
input to hoteliers in Bandung to anticipate upcoming competition in
the future.

2. Results
The following part describes the psychometric analysis which is
conducted before the analysis. Any item that has Cronbach’s alpha
value around 0,70 can be considered reliable enough to be included
in the data. Table 2 below showing the Cronbach alpha value of the
data and all of the dimensions.
Table 2. Cronbach’s Alpha Value of The Data (Source: Analysis)
Dimensions
Tangible
Reliability
Responsiveness
Assurance
Empathy

Cronbach’s Alpha (α)
0,648
0,772
0,828
0,831
0,790

Data Combined Alpha (α) Value

0,912

From Table 2 we notice that only Tangible dimension that has
Cronbach’s Alpha value below 0,70 while the other dimensions has
alpha value above 0,70. Even though alpha value of Tangible
dimension below 0,70 it can be considered reliable enough since it
still around 0,70 value. This consistent with previous research
(Nguyen et al., 2015; Chu & Choi, 1999; Juwaheer, 2004; Soon et
al., 2014) which mention that factor with alpha value above 0,60 can
be considered reliable enough. By hold into the result of reliability
test using Cronbach’s Alpha value, we can conclude that the survey’s
data are reliable enough to be used for the model.
Validity of the data can be discovered by investigating item to
total correlation of each factors. Table 3 below elaborate the item to

total correlation of each factors. From precious chapter we understand
that all item that reach minimum correlation 0,30 can be considered
as valid data and in some cases above 0,25 can be considered as
valid (Azwar, 1999). Correspond to table 3.4 we can conclude that
all the factors data are valid and can be used for the model.
Table 3. Item to Total Correlation Value (Source: Analysis)
No.

Factors

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.

Hotel Location (T1)
Hotel Facilities and Equipments (T2)
Restaurant’s Ambience, Food and Beverage (T3)
Other Amenities (T4)
Service Time Efficiency (REL1)
Hotel Information Reliability (REL2)
Hotel Service Accuracy (REL3)
Problems and Complaints Handling Method (RES1)
Employee Response Toward Guest’s Call (RES2)
Employee Proactiveness (RES3)
Employee Appearance & Attitude (ASS1)
Employee Skill and Knowledge (ASS2)
Compensation & Opening Hours (ASS3)
Guest’s Best Interest and Service Flexibility (EMP1)
Attention to Guest (EMP2)
Hotel Understanding Toward Guest (EMP3)

Item to
Total
Correlation
Value
0,275
0,606
0,512
0,621
0,607
0,668
0,638
0,645
0,719
0,726
0,730
0,757
0,725
0,635
0,584
0,468

The following table provides the score of each factor and subfactor
that obtained from sample response regarding hotel features. From
Table 4 it yields that the most important factor for 3/2 star hotel’s
guest is Problem and Complaints Handling Method meaning that it is
very crucial for 3/2 star hotel to act carefully when complaint
submitted by the guest or guest experience problem during their stay.
From Table 5 we can find that three things important for 3/2 star
hotel’s guest are S8 (Hotel’s room and bathroom are clean and
hygienic), S22 (There is no error bills occurred), S23 (Guest’s
complaints and problems are handled in friendly manner) and three
things that relatively less important for 3/2 star hotel’s guest are S40
(Hotel giving individual attention to guest), S41 (Hotel understand
guest’ specific needs), S38 (Hotel staff provides personal attention).
Table 4. Importance Score of SERVQUAL’s Factors (Source: Analysis)
No
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.

Factors
Hotel Location (T1)
Hotel Facilities and Equipments (T2)
Restaurant’s Ambience, Food and Beverage (T3)
Other Amenities (T4)
Service Time Efficiency (REL1)
Hotel Information Reliability (REL2)
Hotel Service Accuracy (REL3)
Problems and Complaints Handling Method (RES1)
Employee Response Toward Guest’s Call (RES2)
Employee Proactiveness (RES3)
Employee Appearance & Attitude (ASS1)
Employee Skill and Knowledge (ASS2)
Compensation & Opening Hours (ASS3)
Guest’s Best Interest and Service Flexibility (EMP1)
Attention to Guest (EMP2)
Hotel Understanding Toward Guest (EMP3)

Total Mean
5,25
5,03
4,82
5,26
5,31
5,05
5,36
5,43
5,30
5,15
5,21
5,23
5,11
4,99
4,05
4,36
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The importance score
determine the customer
SERVQUAL’s sub-factors
middle and economy-scale

of factors later will be reference to
attributes. While importance score of
can be useful as input for hotelier in
hotel (3/2 star hotel).

Table 5. Importance Score of SERVQUAL’s Sub-Factors / Customer
Attributes (Source: Analysis)
Statements

Means

Statements

Means

Statements

S1 (T1)

4,971

S15 (T4)

4,961

S29 (ASS1)

5,009

S2 (T1)

5,346

S16 (REL1)

5,336

S30 (ASS1)

5,404

S3 (T1)

5,432

S17 (REL1)

5,279

S31 (ASS1)

5,221

S4 (T2)

4,932

S18 (REL2)

5,202

S32 (ASS2)

5,365

S5 (T2)

4,654

S19 (REL2)

4,904

S33 (ASS2)

5,106

S6 (T2)

5,202

S20 (REL3)

5,048

S34 (ASS2)

5,231

S7 (T2)

4,615

S21 (REL3)

5,394

S35 (ASS3)

5,259

S8 (T2)

5,779

S22 (REL3)

5,634

S36 (ASS3)

4,961

S9 (T3)

4,481

S23 (RES1)

5,519

S37 (EMP1)

5,25

S10 (T3)

5,423

S24 (RES1)

5,336

S38 (EMP2)

4,327

S11 (T3)

4,567

S25 (RES2)

5,384

S39 (EMP1)

4,731

S12 (T4)

5,307

S26 (RES2)

5,211

S40 (EMP2)

3,779

S13 (T4)

5,259

S27 (RES3)

5,25

S41 (EMP3)

4,173

S14 (T4)

5,5

S28 (RES3)

5,076

S42 (EMP3)

4,577
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(yearly SOP review, service tax, job training and accompaniment,
performance review, training, product introduction) its combined
weight half of the total weight of technical attributes. It means its
influence significantly higher than the other attributes. It is
recommended for 3/2 star hotel to not negligent in these six technical
attributes because of its significant impact to fulfill customer wants.

Means

3. Conclusion
This research using five dimension in its service quality construct.
Based on mean value, hospitality and supporting service is the most
important compare to the other two dimensions. From this fact we
can conclude that 3/2 star hotel in Bandung need to pay more
attention to this dimension. Further, this research recommend several
things for 3/2 star hoteliers in Bandung in general. Firstly, it is
recommended for 3/2 star hotel in Bandung to give slightly more
attention to its service aspect compare to its tangible aspect. Second,
most of the technical attributes require a role from employees,
therefore 3/2 star hotel recommend to strengthen its human resource
management. Third, there are six out of seventeen technical attributes
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Problems of the Spatial Inequality in Kazakhstan and the Ways of their Solution

Nailya K. Nurlanova*, Anel A. Kireyeva**
*

Abstract
This study aims is to explore of the theoretical concepts of
regional imbalances and spatial inequality, analysis of spatial
distribution of economic growth and identifying of “growth poles” for
sustainable development in the regions of Kazakhstan. In this study,
we propose the methodological tools for presenting a standard form
of evaluation of spatial distribution and inequality of the regions of
Kazakhstan. This study confirms the importance of using of proposed
methods and its application for objectively and realistically defines
“growth poles” for sustainable development. This work marks a
starting point for further research in the field of methodological
approaches and approbation those for of evaluation of spatial
distribution and inequality of the regions of Kazakhstan. It provides
some suggestions for improvement of future studies dealing with
subjects of the theoretical concepts of regional imbalances and spatial
inequality, analysis of spatial distribution of economic growth and
identifying of “growth poles” for sustainable development. According
to the results of this theoretical and empirical study proved that
distribution of the regions of Kazakhstan and results of KDI indexes
shows that the spatial differentiation of economic development, but its
level and dynamics are different in different respects. In addition,
according to the conducted survey, we conclude that one of the most
important tasks is sustainable growth based on “growth poles” for
sustainable development.
Keywords: Regional Development, Region Policy, Sustainable
Development, Spatial Inequality, Green Economy.

low-carbon) play an important role in these global transformations,
which is aim for the equalization and preserving the ecological
balance. The problem of inequality in the level of sustainable
development of individual territories is particularly acute in many CIS
countries, such as Kazakhstan, Russia, Belarus, Kyrgyzstan, etc. These
countries have vast territories and significant natural resources. Thus,
energy efficiency, energy security and climate change prevention are
important policy challenges.
The necessity of this study is caused by the need to improve the
regional policy, to adjust the main priorities and mechanisms of its
implementation, which is focus on the uniform distribution of
resources, improvement of backward regions and the formation of
new “growth points”.
Since, this paper contributes science-based approaches to regional
policy, which is to explore of the theoretical concepts of regional
imbalances and spatial inequality, analysis of spatial distribution of
economic growth and identifying of “growth poles” for sustainable
development in the regions of Kazakhstan.
Thus, this research aims to explore of the theoretical concepts of
regional imbalances and spatial inequality, analysis of spatial
distribution of economic growth and identifying of “growth poles” for
sustainable development in the regions of Kazakhstan. In addition, to
develop of methods and measurement of the degree of inequality in
the economic development in the regions of Kazakhstan, and
justification of the new policy of spatial development and mechanisms
of its implementation.
The study divided into the following sections. The section 2
proposes to consider the theoretical reviews. Section 3 sets out the
methods of scientific research. Section 4 presents analysis and
estimation results. Section 5 is the concluding part.

1. Introduction
2. Theoretical Background and Literature Overview
The main global challenges affecting for sustainable development is
the growth of inequality between countries, regions and different
territorial systems. The concepts of sustainable development (including

* Deputy Director, Institute of Economics of the Ministry
and Science of the Republic of Kazakhstan, Almaty,
Kazakhstan. E-mail: n.k.nurlanova@gmail.com
** Chief Scientist, Institute of Economics of the Ministry
and Science of the Republic of Kazakhstan, Almaty,
Kazakhstan. Email: anele19@mail.ru

of Education
Republic of
of Education
Republic of

The concepts of uneven distribution and spatial differentiation of
local territories occupy an important place in many countries,
including Kazakhstan. Among many theories, the concept of “growth
poles” or “growth centers” occupied a special place and founded by
well-known regional researchers (Perroux, 1950; Boudeville, 1966;
Krugman, 1991). The concept of “growth points” was the basis for
the emergence of the model of “polarized development” and urban
agglomeration. Within the framework of these concepts was a desire
to combine a variety of models and theories related to regional
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development (Richardson, 1973; Fujita & Mori, 1997). Furthermore,
the regional policy is based on the concept of polarized development
and the effect of agglomeration, which explores and reveals the
potential of the territories.
It should be noted that the theory of economic growth and the
existence of underdeveloped regions that proceeded from the provision
about the initial inequality of the regions of the country due to the
uneven distribution of resources in the conditions of severe market
competition (Myrdal, 1957; Granberg, 2000). However, with the
modern development of transport, communications, innovations and
new industries based on high technologies are emerging that can be
located in remote, underdeveloped regions, which refutes many of the
provisions of this theory.
In this issue, the theory of “growth poles closely connected with
the theory of “axes of development” (Pottier, 1963). The spatial
structure of the region undergoes a radical long run reshaping, by
which growth at the planned poles is accompanied by a major
redistribution of population and employment towards such “growth
pole” (Wilson, 1964). The theory of “axes of development” is closely
connected with the theories of urbanization, growth centers or “central
places”, which aimed at studying the problem of the uniform
distribution of territories (Romer, 1986; Storper, 1997). The theory of
model “growth pole” evolved at the start for industry construction,
i.e., its base was the idea about significant industries are having the
opportunity to distribute their potential in regressive regions. Some
authors detailed of distribution effect around “growth pole”, which
based on the result of superiority (Krugman, 1991; Fujita & Mori,
1997).
The theory of “growth poles” powerfully affects the neighboring
area, triggering it and changing in accordance with their own
interests. This concept tries not only to special economic agents, but
also between dissimilar divisions of industry. According to Granberg
(2000), “growth pole” and “axe” of evolution form a spatial structure
of economic growth for more developed regions.
In particular, a study of the potential of territory formed on the
concept of new knowledge, “flow knowledge” and “knowledge
capture” (Fritsch & Mueller, 2004; Pilyasov, 2012). The peculiarity
of this knowledge in their indivisibility, the ability to use many
times of new ideas and the ability to exclude other agents from the
processes of using them.
Further, some scientists note that “growth pole” is agglomeration,
which concentrated geographically allocated intense innovation
processes (Bespalov et al., 2005; Gerganov, 2013; Kireyeva, 2016;
Nurlanova & Brimbetova, 2017). They noted that those centers and
habitats of economic space, where there are enterprises of the leading
industries or cluster structures become poles of attraction of factors of
production, since they ensure the most effective use of them. This
leads to the concentration of active companies and the formation of
“growth pole”. Thus, a growth pole created in order to boost
economic activities in backward periphery areas.
Based on the above theoretical views, it should be conclude that
the key direction of regional policy is the search and development of
“growth poles”, which will distribute their potential equally to
backward regions. These spatial concepts are formed a continuous

processes of agglomeration effect, polarization of space and spatial
distribution in the regions. In addition, as part of the effects of urban
agglomerations and spatial diffusion of innovation, any development
that originates in the center then extends to the periphery.

3. Research Methods
The methodological basis of this research was theoretical and
methodological research of leading foreign scientists in the field of
spatial development. The research developed an interesting
methodological tool for assessing the potential of the territory for the
transition to a green economy, including production, natural resource,
human and financial capacities, which will help to identify promising
regions that will have a high environmental rating.
The methods of statistical and comparative economic analysis,
expert assessments and generalizations were applied in the work. The
statistical method is based on the work with official statistical data of
the Committee on Statistics of the Republic of Kazakhstan. The
tabular method is applied to generalization statistical data and
visualization the results of the research.
The algorithm for estimating the level of spatial inequality in the
economic development of the Kazakhstan's regions included the
following stages:
- Selection of statistical indicators; calculation of coefficients of
differences on selected statistical indicators;
- Conducting in-depth analysis of the identified dynamics and the
level of spatial differentiation of the Kazakhstan's regions;
- Determination of ratings of regions and their ranking on groups
for justification of directions and mechanisms of equalization of
levels of economic development of regions.
At the same time, it was meant that such an assessment, firstly, is
always relative and important only in comparison, and secondly, it
can be characterized by a set of diverse indicators.
The hypothesis is made that extent of differentiation of certain
regions can be various depending on what parties of economic
development are estimated, and what indicators. Full definition of
degree of inequality of regional space means consideration of all
regions of the Kazakhstan.

4. Analysis and Results
Today in Kazakhstan IT-market is the convergence of
communication networks, based on new Kazakhstan occupies a
significant territory; it has large reserves of mineral and raw
resources. However, the source of raw material is placed unevenly
and the climatic conditions are different. Therefore, in the regions of
Kazakhstan, historically there was a different starting level of social
and economic development, there are big differences of structure and
specialization of farms, which placed individual territories and
settlements of the country in unequal conditions and contributed to
the deepening of their differentiation. As a result, in Kazakhstan there
was
non-uniform
economic
distribution
with
considerable
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disproportions in territorial location.
The economy of the republic concentrates in limited number of
regions with special advantages. The share of the four leading regions
of Kazakhstan (Atyrau, Karaganda and Astana and Almaty) accounts
for more than half of the GRP (51,9%), although in Atyrau region
there is a tendency to reduce the share in total GRP.
The analysis of the per capita gross regional product (GRP)
testifies to the continuing heterogeneity of the economic space. This
indicator averages multidirectional socio-economic trends, gives a clear
picture of territorial differences (see <Table 1>).
According to <Table 1>, the growth in regional inequality remains
the leading trend. The leaders are Atyrau and Mangistau regions,
Astana and Almaty cities, as well as the West-Kazakhstan region.
Among the outsiders are Almaty, Zhambyl and South Kazakhstan
regions, i.e., regions of traditional agriculture specialization. At the
same time, the polarization of the economic space is observed. At
one pole are regions with an average per capita GRP at the level of
developed countries, and at the other, regions comparable to lagging
countries. The gap reaches in 8 times. The cities of Astana and
Almaty in terms of GRP per capita (15,0-18,0 thousand USD) to a
level comparable with Portugal and the Czech Republic. In Atyrau
region, this indicator in 2010 was at the level of 36 thousand USD.
This is comparable to Kuwait and the United Arab Emirates.
However, since 2015, due to strong inflation and the fall of the
national currency, the average per capita GRP has decreased in all
regions of Kazakhstan.
Based on the above data, it can be concluded that Kazakhstan has
a new hierarchy of regions, in which the leading position is occupied
by regions with specialization in the extraction of raw materials, as
well as the cities of Astana and Almaty. Thus, Astana and Almaty
cities can become “poles” of green economy growth. In these cities
the regional program of energy saving is entered, inventory of
greenhouse gases of the region and monitoring of industrial waste
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and household waste is conducted.

5. Conclusions
This work marks a starting point for further research in the field
of methodological approaches and approbation those for of evaluation
of spatial distribution and inequality of the regions of Kazakhstan. It
provides some suggestions for improvement of future studies dealing
with subjects of the theoretical concepts of regional imbalances and
spatial inequality, analysis of spatial distribution of economic growth
and identifying of “growth poles” for sustainable development. Based
on these research findings of this paper, the practical implications
listed below:
Firstly, it should be conclude that the key direction of regional
policy is the search and development of “growth poles”, which will
distribute their potential equally to backward regions. These spatial
concepts are formed a continuous processes of agglomeration effect,
polarization of space and spatial distribution in the regions.
Secondly, it should clearly identify of “growth poles” for
sustainable development, which will distribute their potential equally
to backward regions. At the same time, the use of model of
economic green development (including low-carbon development), as
in many CIS countries, will be uneven due to the different level of
development of the regions of Kazakhstan.
Thirdly, taking into account the existing methods of evaluation, we
propose to evaluate of the spatial distribution and economic growth
using two methodological approaches, the method of assessment of
degree of spatial inequality and the method of assessment of regional
specialization. The method of assessment of degree of spatial
inequality based on the coefficient of difference, as the ratio of the
selected indicator for the region in which its maximum value is
reached, to the analogous indicator for the region that has the minimum

Table 1. Dynamics of GRP distribution per capita in the regions of Kazakhstan
GRP per capita, in USD
2000

2005

2010

2015

2016

2016 compared to
2000, in times

Akmola region
Aktobe region
Almaty region
Atyrau region
East-Kazakhstan
Zhambyl region
West-Kazakhstan region
Karaganda region
Kostanay region
Kyzylorda region
Mangystau region
Pavlodar region
North-Kazakhstan region
South-Kazakhstan region
Almaty city
Astana city

656,5
1098,1
496,9
3752,4
987,4
352,8
1265,0
1361,7
1021,1
606,1
2715,8
1358,8
621,1
527,4
2191,2
1977,1

1755,6
4163,8
1369,1
12096,5
2193,9
1136,6
4561,7
3489,2
2431,5
2690,8
8223,5
3539,6
1857,4
1095,0
8206,4
8975,3

5416,4
10336,6
3650,5
36654,2
6250,8
2911,4
11743,5
9417,7
6588,4
8391,6
19615,9
9396,7
5362,1
3220,9
18984,1
17887,3

6827,7
9628,8
4606,1
32342,0
7469,4
4141,5
12175,2
10142,5
7043,3
6919,8
15527,9
10341,9
6617,1
4018,9
24532,5
25142,3

5313,9
7202,8
3256,4
25289,6
5862,8
3105,9
9293,3
7840,2
5047,3
4971,7
11341,5
7619,0
4737,5
5773,0
17940,4
15411,8

in 8,1 times
in 6,6 times
in 6,6 times
in 6,7 times
in 5,3 times
in 8,8 times
in 7,3 times
in 5,8 times
in 4,9 times
in 8,2 times
in 4,2 times
in 5,6 times
in 7,6 times
in 10,9 times
in 8,2 times
in 7,8 times

Difference coefficients-the maximum value /
to the minimum

10,6

11,0

12,6

8,0

Region of Kazakhstan

8,1
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value of this indicator. The method of evaluation specialization is
based on the use of KDI index, which shows the relative magnitude
of structures of the level industry, i.e., the share of individual parts
of the total volume of the aggregate or the relative size indicators
under different regions and the same temporal determinacy.
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Modernization of Kazakhstan
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Abstract
The economic maintenance of the human capital concept is
investigated, author's definition of quality of assets of the human
capital is given and the main characteristics are stated. In the
conditions of transition of the Republic of Kazakhstan to an
innovative way of development the value of formation of the
qualitative human capital and its effective use increases. Authors have
offered methodical approach to assessment of the level of
development of the human capital of the country. The dynamics of
human capital assets growth in Kazakhstan for the period from 2008
to 2012 is presented based on the method intended to estimate the
value of human capital assets considering the base of the aggregate
income received throughout a person’s life. Use of the methodical
approach to assessment of the human capital of the country offered
by us will allow to increase validity of decisions and actions of
authorities. State regulation of the competitive human capital as main
resource of the accelerated innovative industrialization of the country,
it has to be directed to reforming of a health care system, education
and their financing, improvement of mechanisms of its realization.
Keywords: Human Development, Human Capital Assets,
Competitiveness, Innovative Economy.

Kazakhstan N. Nazarbayev in his message noted the need of
ubiquitous digitization will lead to the disappearance and challenges
for providing the labor market with qualified personnel, creating a
new model of economic growth and ensuring global competitiveness
of the country.
The highest requirements to quality and efficiency of the human
capital assets use are raised by an innovative economy based on the
wide use of modern high knowledge-intensive technologies and
achievements of fundamental science. The development of
technologically oriented economy requires highly qualified specialists,
engineers and workers in the technical professions based on a
developed education system. It is obvious that the formation of an
innovative economy and the development of the national innovation
system (NIS) are possible in those countries where development of
the fundamental science and education is one of the main priorities in
the state policy with appropriate financing.
The study divided in to the following sections. The Section 2
proposes to consider the theoretical aspects of the formation a new
quality of human capital assets in conditions of innovative. In the
second part, authors have studied works of foreign and domestic
researchers on a problem of formation of the qualitative human
capital in new conditions of development of national economies. The
third part, based on the existing methodological approaches, represents
the human capital estimation of the human capital cost in the
Republic of Kazakhstan considering the comprehensive income base
gained during all human life. Section 4 is a concluding part.

1. Introduction
The formation an innovative economy in the Republic of
Kazakhstan requires qualified specialists with new professional
competencies and skills in the field. The president of the Republic of
* Chief Researcher, Institute of Economics of the Ministry of
Education and Science of the Republic of Kazakhstan, Almaty,
Republic of Kazakhstan. E-mail: Marziya_@mail.ru
** Chief Researcher, Institute of Economics of the Ministry of
Education and Science of the Republic of Kazakhstan, Almaty,
Republic of Kazakhstan. E-mail: Kalievas_@mail.ru
*** Institute of Economics of the Ministry of Education and Science of
the Republic of Kazakhstan, Almaty, Republic of Kazakhstan.
E-mail: Kalievas_@mail.ru
**** Chief Scientist, Institute of Economics of the Ministry of Education
and Science of the Republic of Kazakhstan, Almaty, Republic of
Kazakhstan. E-mail: anele19@mail.ru

2. Theoretical Background and Literature Overview
The special interest scientists in the study of theoretical and
applied problems of the formation a new quality of human capital
assets in conditions of technological modernization is confirmed by
the following scientific works.
The human capital quality influence in respect to the economic
country development is widely studied in the scientific literature
(Castelló-Climent, 2010; Ehrlich & Kim, 2015; Hanushek, Ruhose, &
Woessmann, 2017). The number of scientists define the relationship
between the quality of education, training, employment precarious, the
provision of productive employment, the employment of young
professionals, wages inequality (Bobkov, Litvinyuk, & Lednyova,
2016; Canaan & Mouganie, 2018; De Witte & Naswall, 2003;
Ferenc, Kalyeva, & Sadykov, 2016; Kaliyeva, Sadykov, & Dosbolova,
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2016; Sharipov, Nurtdinov, & Safiullov, 2016).
Relevance of modernization of an education system, formation of
the balanced labor market is investigated as a basis of improvement
of quality of the human capital of the country (Keng, Lin, &
Orazem, 2017). Assessment of potential of the human capital quality
improvement in the Republic of Kazakhstan according to criteria of
state of the economy of the country and the purposes of her
development, increase in efficiency of labor market is given in works
(Dodonov, 2016; Kalieva, Arupov, Abaidullaeva, & Biyakhmetov,
2015; Kaliyeva & Zharkymbekova, 2015; Lechner, 2000). Features of
formation of new level of the human capital of Kazakhstan taking
into account such global challenge as demographic development, are
analysed and offered reference points of her increase in the long term
in works (Meldakhanova & Nurlanova, 2015).
However, their research does not address the problems of
improving the quality of human capital in the Republic of
Kazakhstan.
In Kazakhstan, the Economics Institute of the Committee of
Science of the Ministry of Education and Science of the Republic of
Kazakhstan is engaged in fundamental and applied research in the
field of improving the quality of human capital in the conditions of
industrial-innovative modernization of the national economy.

3. Analysis and Results
The quality of human capital assets is a state of human capital
assets (a set of accumulated knowledge, education and professionalism
of human resources) meeting the requirements to innovative
development of the national economy and is the basis for transition
of the economy to a new state corresponding to the requirements of
technological and social modernization as well as accelerated
socioeconomic development of the country.
The main characteristics of the quality of human capital assets
may be considered as follows:
- possession of achievement-oriented competencies;
- possession of adaptation skills;
- psychological readiness for changes;
- knowledge of modern means of communication, technologies and
active use of them both in personal and professional activities;
- possession of skills in information retrieval and self-development;
- ability to unify basic knowledge when combined with a deep
specialization of professional knowledge;
- readiness to develop professional skills, change of profession and
type of activity;
- propensity to greater territorial mobility;
- focus on results achievement;
- communicability and openness for external contacts.
The new quality of human capital assets is the high
competitiveness of specialists, the professionalism of managers and
every employee in all spheres of their work. In addition, effectively
implementation of human capital assets, cost and investment returns
on education and training are possible only on this basis.
The development of these types of potentials is largely due to

provision of a decent living standard for people, corresponding per
capita income in the country. In its turn, the development of
educational, scientific and intellectual potential will contribute to
achievement of a new quality of life.
Special importance is attached to the intellect in the aggregate set
of human development potentials. Intellectual potential is based on
interaction of the intellect – the processes of people’s livelihoods –
ensuring their creative productivity with use of available resources.
In the market economy, a special place is occupied by
entrepreneurial potential observed as an opportunity to achieve an
increase in the country's economic growth through developing
entrepreneurial ability related to optimization of practical goals based
on intellectual and organizational abilities. According to experts'
estimates, it is possible to achieve an efficiency gain by 10-20% in
12 months only due to increase in the degree of entrepreneurial
potential use through activation of innovative processes and
introduction of new effective products, services and strategic
management systems. In 24 months – up to 60-70%, later – by
20-30% annually within 2-3 years. Therefore, it is advisable to
consider entrepreneurial abilities as a key factor in the economy
growth using which gives high results only with the help of scientific
management methods at the micro and macro levels. The
implementation of entrepreneurial abilities is reflected in the
entrepreneur ship development.
Human capital assets as the richest combination of opportunities,
resources and unrealized reserves included into its potentials can
characterize the country as a whole and its regions, the company and
the personality of a person. As the world economy enters into a new
stage of its development, priorities change, and the possibilities of
human capital assets are reassessed in the context of increased
competition and international integration. High-quality resources,
reserves of human capital assets associated with a knowledge-based,
innovative economy with high intelligence are put at the forefront.

4. Conclusions
The formation of the human capital assets in the Republic of
Kazakhstan in the light of the national interests and tasks of
post-crisis recovery and to ensure the stability of the economy, its
modernization based on high-tech production, and the competitiveness
of manufactured goods and services should be aimed at achieving its
progressive parameters. This means improving the quality
characteristics – improving health, increasing life expectancy, reducing
poverty, providing modern education through studying, training and
retraining of every citizen throughout life and competitiveness in the
external labor market.
The specifics of the formation of a new quality of human capital
assets can be attributed to:
- training and life-long learning;
- reforming the health and education system;
- increasing the role of the state in selection of industrial policy
priority areas;
- creating jobs in knowledge-intensive industries;
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- improvement and modernization of labor relations between the
state, employers and employees represented by trade unions
based on a tripartite partnership;
- increasing the employers ‘social responsibility in vocational
training of workers, in overcoming the negative consequences of
the economic crisis, i.e. preventing the mass release of workers,
creating normal working conditions, preventing occupational
injuries, timely payment of wages;
- improving the quality of state regulation of the national economy
(flexibility, focus, fight against corruption);
- creating the social infrastructure, etc.
Thus, it becomes necessary to increase the state regulation of its
own competitive human capital assets creation constituting the main
resource of the accelerated innovative industrialization of the country
in the conditions of the post-crisis development of the economy in
the Republic and its further sustainable growth. Increase of the state’s
role is connected, first, with the reform of the health care and
education systems, and their financing. At the same time, it is
necessary to develop mechanisms for a complex, faster labor
productivity growth through effective use of human capital assets and
its quality compared with the growth of wages. We should consider
that labor productivity and wages are the most important indicators of
the country's economy competitiveness within the global international
rating system.
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An Exploratory Study of Factors Affecting Customer’s Satisfaction
on Online Shopping
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Abstract
In contemporary century - the century of Internet, E-commerce is
more and more important. Few years ago, buying things on the
Internet was still strange to Vietnamese people, but nowadays, they
become a vital part of many consumers’ personal social life.
Vietnamese people can buy almost every type of products on the
Internet; however, their trust in online shopping is very tenuous. This
paper identifies the factors that the online shopping enterprises need
to focus on, which are Logistic services quality, Websites quality,
Product quality, and Brand, in order to conquer the satisfaction of
Vietnamese customers. By gathering information from 205 people at
every ages and genders in Ho Chi Minh city, Vietnam via
questionnaire, this research will apply deductive approach with
quantitative research to testify the pre-assumed hypothesis. This study
will contribute to understanding the consumers’ behaviors about
buying things on Internet, as well as knowing how to gain the
satisfaction of online customers. The weakness of this paper is the
smallness of data collected for the survey, therefore, the will be an
expansion of samples collected in the further research.
Keywords: E-commerce, Online Shopping, Customer Satisfaction.

1. Introduction
In Ho Chi Minh City, e-commerce is more vibrant than anywhere
else in Vietnam. 92% of people using Internet go online shopping.
This research’s main aim is identifying the factors that influence the
satisfaction of customers in Ho Chi Minh city, Vietnam on online
shopping. Subjective of the thesis are people at all ages and genders
living in Ho Chi Minh city, Vietnam. By gathering the answers from
the questionnaire, authors figured out factors that have the most
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City, Vietnam.

negative influence on the happiness of customers while they are
going shopping online. Knowing the factors that leads to the
satisfaction of the customers is the key to open the success door of
those who work in this area. For that reason, this research was
conducted.

2. Literature Review
Shopping online is the easiest way to purchase products (Momtaz,
2011) because of its convenience.

2.1. The Concepts of E-commerce
E-commerce is the conduct of business via internet which relates
to activities of information searching, information sharing, purchasing
and exchanging products and services; also maintaining customer
relationship without face to face meeting unlike transaction done in
traditional way (Jiradiok, 2014).

2.2. Online Shopping
Online shopping is nearly the same with E-commerce, but
E-commerce is a much broader platform than shopping online.
E-commercial website can be seen as the online store itself, while
online shopping is a form of E-commerce allowing customer purchase
goods and services over the internet through a specific website.

2.3. Customer Satisfaction
Various studies pointed out that the satisfaction could give the
prediction about some customers’ behaviors such as the intention to
repurchase, the loyalty and recommendations toward the brand product
(Eggert & Ulaga, 2002). “Customers loyalty and satisfaction has a
positive effect on the profitability revenues of the company”
(Rosenberg & Czepiel, 2017).

2.4. Logistics Service Quality
Logistics service quality is determined by the following factors:
customers’ perception of the after-sale services, quality and relevance
of information provided by sales and customer care representatives,
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order and delivery procedures (Mentzer, Flint, & Hult, 2001). A scale
that measures Logistics service quality must be concentrate on
information regarding the customers’ perception on the operational
side of the ordering and delivery processes (Gil-Saura & Ruiz-Molina,
2011).

2.5. Quality of Websites

To conduct this research, 205 samples in Ho Chi Minh City have
been collected in November 2017. The collected data was analyzed
by using the Cronbach’s alpha and Exploratory Factor Analysis (EFA)
of SPSS software to test the reliability and validity of the
measurements. Pearson table is used for the correlations testing
between independent and dependent variables, which means how
strong their relationships are. Finally testing the regression, which
demonstrates how much the factors that author gave out affect
customers satisfaction on online shopping.

Satisfying customers depends on the balance between customers’
expectations and customers’ experiences with the products and
services (Nguyen & Leblanc, 2001). A website is an important
connection between customers and companies.

4. Results and Conclusions

2.6. Brands

4.1. Data Description Analysis

Branding is a relationship that is built on understanding and
satisfaction (Higgins, 1999). The higher level of brand trust, the
higher level of customer commitments leads to higher price tolerance
that can create higher brand loyalty (Ballester & Aleman, 2001).

Table 1: ANOVA Test

2.7. Product Quality
Product quality is customers’ overall evaluation of the excellence
of the performance of the good or service (Minor, Mowen, &
Michael, 1997)

Between Groups
Within Groups
Total

Sum of
Squares
.080
149.342
149.422

df
1
203
204

Mean
Square
.080
.736

F

Sig.

.108

.742

The Sig from ANOVA table is 0.742 > 0.05 which means there is
no different in customer’s satisfaction between groups of people
depending on the data collected.

4.2. Reliability Testing

3. Research Methods
3.1. Research Model

Measuring Scales of Website Quality: The five items of Website
quality give Cronbach’s alpha at 0.843 (>0.6), meaning the factor
Website Quality is accepted.
Measuring Scales of Product Quality: Product Quality factor gives
a Cronbach’s alpha of 0.909 (>0.6); therefore, this factor is qualified.
Measuring Scales of Logistic Service Quality: The Cronbach’s
alpha of the factor Logistics Service Quality gotten from the
reliability testing is 0.850 (b>0.6), which is acceptable.
Measuring Scales of Branding: Brand factor gives Cronbach’s alpha
of 0.814 (>0.6), and then the factor is suitable for the topic.
Measuring Scales of Customer’s Satisfaction: There is none of
independent factors has been deleted after Cronbach’s Alpha testing.
The Cronbach’s Alpha of Customer Satisfaction is 0.724 (>0.6).

4.3. Exploratory Factor Analysis

Figure 1: Research model

3.2. Methodology
Author applied quantitative method to the study, which collects
numbered data that can be measured and analyzed by using statistical
procedures. This research also adopted deductive approach with
quantitative method.

EFA of Independent Variables: The Brand factor was eliminated.
The KMO is 0.901 (>0.5), so the factor analysis is qualified.
Moreover, the Sig. is 0 (<0.5), which means there are correlation
between 3 factors Website quality, Products quality and Logistics
services quality. Component 1 can explain 52.355% of the data’s
meaning, 10.448% for component 2 and 9.510% for component 3.
Therefore, 3 components can explain for 72.313% of the validity of
the data collected.
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Table 2: Rotated Component Matrix of Independent Variables
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4.5. Regression Analysis

Component
2

1
Logistics services quality 3
.809
Logistics services quality 2
.794
Logistics services quality 4
.723
Logistics services quality 1
.693
Product quality 2
.855
Product quality 1
.844
Product quality 3
.809
Website quality 5
Website quality 3
Website quality 4
Website quality 1
Extraction Method: Principal Component Analysis.
a
Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 5 iterations.

3

.812
.772
.704
.607

R Square is 0.517, Adjusted R Square is 0.510, which means
three factors (FLSQ), (FPQ) and (FWS) can explain 51% of the data
by using regression.
The higher the F test that means the independent variable used is
appropriate. In this research F is 71.798.
The Sig. from the table above is 0.00 < 0.05, which shows that
the dependent variable (Customers’ satisfaction) can be explained by
independent variables (FWS, FPQ, FLSQ).
The multiple regression equations:
Y= β0 + B1*FWS +B2*FPQ +B3*FLSQ + ε
After running regression analysis, the result of this research is

The Rotated Component Matrix of all item is larger than 0.5. This
means all items are qualified for the validity test.
Independent variables will be rearranged into 3 groups (3
components) including Logistics service quality (FLSQ), Product
quality (FPQ), and Website quality (FWS).
EFA of Dependent Variable: Two items of Dependent factor have
the KMO of 0.5. The Sig. of KMO and Bartlett’s Test is 0 (<0.5),
which states that the 2 items have connection with each other. One
component can explain 78.953% of the data variability.

FD = 0.409 + 0.104FWS + 0.154FPQ + 0.487FLSQ
β0 = 0.409
B1 = 0.104
B2 = 0.154
B3 = 0.487
VIF of FWS, FPQ, FLSQ are 1.817, 1.832, 1.772 respectively and
all of them are lower than 2 so they don’t have any homogeneous
between independent variable.

Table 3: Component Matrix of Dependent Variables
Component
Customer's satisfaction

1
.889

Customer's satisfaction

.889

Extraction Method: Principal Component Analysis.
1 components extracted.

All 2 items of dependent variable are bigger than 0.5. We then
group 2 items of dependent variable as fD.

Figure 3: Factors affect online customer’s satisfaction

4.4. Correlations Analysis

5. Conclusion
The Sig. of all items are all 0 (<0.05). The correlation between
Customer’s satisfaction (fD) and (FLSQ) is stronger than that between
fD and (FPQ) (0.694>0.552) and stronger than that between (fD) and
Website quality (FWS) (0.694>0.522).

The paper demonstrates three main factors that have huge impacts
on online customers in Ho Chi Minh City, including Product quality,
Logistic service quality, and Website quality. Enterprises should
concentrate on these in order to make the best profit.

Table 4: Table Summary
b

Model Summary
Model

R

1

.719

a

R Square

Adjusted R
Square

Std. Error of
the Estimate

.517

.510

.59904

a. Predictors: (Constant), FLSQ, FWS, FPQ
b. Dependent Variable: fD

Change Statistics
R Square
Change

F Change

df1

df2

Sig. F
Change

.517

71.798

3

201

.000

DurbinWatson
2.156
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Factors of Being a Good Leader:
A Case of University of Finance-Marketing in Vietnam
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Abstract
This research attempted to determine the important factors
influencing on effective leadership. To understand the vital role of
leadership in business for improving performance and productivity in
business, the aim of this article was to investigate some critical
factors to become a good leader in terms of students. This research
applied quantitative approach to validate the hypothesis. I gather
information from 200 students range from 18-22 years old by
questionnaire in the University of Finance – Marketing on Pho Quang
Street, Tan Binh District. It was concluded the factors that strongly
affected on the successes of a good leader. Not only factors that we
can see obviously, besides that, through some main factors directly
affected on the features of a good leader like trust, motivation,
learning and learning, organizational culture, teamwork and
communicational skills. The limitation of this research relates to the
small size of sampling, inadequate literature review and lack of
considering environmental impact on individuals. The future research
will attempt to gather more literature review and enlarge the sample
size, while trying to analyze based on practical evidence.
Keywords: Good Leader, Effective Leadership, University, Vietnam.

1. Introduction
The primary objective of this research is to find some key features
that influence on workers as well as organizations. By measuring
them, there will be a result to identify which factors young students
normally have than others. Then, this study is conducted to determine
some dimensions that help leaders to meet the expectations of
employees. The finding of this research will contribute to understand
thoroughly what young students think about effective leadership and
how they could apply those methods to increase productivity as well
as achieve desired goals in all corporations.
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2. Literature Review
Effective leadership is one of most essential parts of the overall
method for an organization to sustain their business in the face of
problems caused by the rapid growth of the economic environment.
Consequently, good leaders are able to set optimistic goals and
objectives while steering the operation of the company towards those
goals through effective strategies (Cabeza-Erikson, Edwards, and Van
Brabant, 2008). Leadership is a kind of power where one person has
the ability to influence or change the values, beliefs, behavior and
attitudes of another person (Ganta & Manukonda, 2014). Leadership
effectiveness is critically contingent on, and often defined in terms of
leaders’ ability to motivate followers toward collective goals or a
collective mission or vision (Shamir, Zakay, Breinin, & Popper,
1998). There are many critical factors influencing on good leaders.

2.1. Trust
Trust is an essential issue in leadership for leaders, as gaining the
trust of group members or employees could help to improve the
overall performance and commitment of the employees (Lee et al.,
2010). Only when the employees trust in their leader will change be
brought about, because people will only follow a person that they
trust to lead them to the correct path; not a leader that only talks
but without action to back up their words (Stacey, Paul and Alice,
2011. Perceptions of ethical leader behavior relate positively to trust
(Salamon and Robinson, 2008). Trustworthy managers show
consideration for employee’s needs and interests and protect their
rights (Moye & Henkin, 2006).

2.2. Organizational Culture
Leaders with strong leadership skills are able to shape a positive
culture in the organization (Ionescu, 2014). A positive organizational
culture not only improves performance, but also influences the
behavior and attitude of the employees in the organization for the
better (DeConick, 2010). A good organizational culture reduces the
turnover rate of the organization (Jones & Martens, 2009). When a
good organizational culture is established, that does not discrimination
based on races, religions (Poon, 2006).
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2.3. Keep Learning

4. Research Methodology

Continuously learning is one of the ways to improve the overall
performance of the organization (Cater, 2008). Leaders should join
leadership training programs in order to strengthen their skills and
knowledge, making them more effective in their strategies and
execution (Freifeld, 2013). The same goes for employees, as sending
employees for further training will improve their ability to do their
job as well as help to facilitate the effective implementation of the
desired changes (Abou-Moghli, 2015).

The quantitative method was applied in the official study in
intention to test the reliability of measurement scales, the research
model and the hypotheses. The analysis of good leader factors under
perspective of Vietnamese students in a particular time were
conducted by interviewing 200 students of University of
Finance-Marketing in Ho Chi Minh city, through the questionnaire
with 34 questions. The questionnaire was divided into two parts.
Basics information about name, gender and major were obtained in
the first part. In the second one, individual factors affecting a good
leader were included, following the literature of authors. Respondents
were asked to evaluate and provide their opinion based on the 5
Likert scale. The sample size was chosen by applying the formula
developed by Tabachnick and Fidell (2007):

2.4. Teamwork and Communicative Skill
Teamwork and communication are the best way to create
innovative ideas in order to produce the best outcome for the
organization (Maxwell, 2009). Leaders that wish to facilitate effective
change in the organization should encourage employees to collaborate
and communicate with each other, for this is how people are able to
create and discover new ways to think (Gilley, Dixon and Gilley,
2008). Even high-ranking management can learn from the strong
points of their employees, which they might find themselves lacking
(Lusier, 2010).

2.5. Motivation
According to Lussier (2010) employee motivation is important
because leadership competencies include the ability to motivate
employees as one of the crucial duties or jobs. Luomanpaa (2012)
stated that encouraging employees for achieving their goals is
important in creating an enjoyable work environment. According to
Ramlall (2004), key factors contributing to employee motivation are
employees’ needs, working environment, responsibilities, supervision,
fairness and equity, effort, employee´s development and feedback and
rewarding. Motivation can be through incentives, rewards, and
positions, all aimed at motivating people and obtaining their
commitment and engagement (Amstrong, 2008).

3. Research Model

N > 50 + 8m
N = number of Participants
m = number of Independent variables
There are 5 independent variables, therefore, the number of
participants should be more than 90. 200 samples not only meet the
constraint but also can be more reliable.
Collected data was analyzed by using Cronbach’s alpha and
Exploratory Factor Analysis (EFA) to measure the reliability of
measurements, Correlation to test the correlation coefficient between
independent and dependent indicators, Hypothesis testing to test
whether the research model and hypotheses are suitable.

5. Results and Conclusions
The result of Cronbach’s alpha showing that all variables have
high reliability rate. (α > 0.7). EFA result after excluding some
indicators that not meets the requirements contains 16 indicators
divided into 3 groups of factors with Eigenvalue of 1.140 and
Cumulative % of 56.828%.
The hypotheses are rewritten due to the remove of Trust factors in
Cronbach’s alpha and EFA tests:
Hypothesis 1: Teamwork & Communication Skills, Motivation (I)
has positive relationship with Effective Leadership (EL).
Hypothesis 2: Organization Culture, Keep Learning (II) has
positive relationship with Effective Leadership (EL).

Figure 1: Research Model

In conclusion, this research attempted to determine the important
factors influencing on effective leadership. The key findings will
serve the research purpose as a foundation for practical application
and also will help to understand thoroughly what young students
think about effective leadership and how they could apply those
methods to increase productivity as well as achieve desired goals in
all corporations. After conducting survey and analysis, this research
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ends up with two key findings. First, a strong leadership needs to
know how to collaborate, communicate and motivate their team
members, so that they can monitor and control conflicts. Second,
establishing an organizational culture and having attitude of keeping
learning also help a leader manages his/her work effectively.
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The Effect of Two-Dimensional Factor on Municipal Civil Servants’ Job Satisfaction
and Public Policy Implications
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*

Abstract
The purpose of this study was to examine the effect of
two-dimensional factor of motivators and hygiene on civil servants’
job satisfaction by the partial least square structural equation modeling
(PLS-SEM) as a technique employed to analyze the measurement and
structural models. This study used a survey instrument that consists
of 2 sections. To ensure content validity, the survey items were
derived from those used in previous studies. Each item was measured
using a 5-point Likert scale. Exploratory study was identified to
evaluate the relationship among variables. By using multistage
stratified sampling, statistical data was collected from a survey of 441
public municipal civil servants who have employed in various levels
(municipal government, districts and communes) in Vietnam. The
findings provided evidence that hygiene factors (relationship with
leader, salary, relationship with coworker and working environment)
directly impact on civil servants’ job satisfaction. Meanwhile, only
career development factor from motivators significantly influenced on
public employee’s job satisfaction. The theoretical and practical
significances of the study were discussed and public policy
implications were suggested to the provincial government.
Keywords: Civil Servants, Hygiene, Job Satisfaction, Motivators,
Vietnam.

1. Introduction
Job satisfaction is one of the most popular concepts in many
fields, including organizational or sociological perspectives and
psychological or career perspectives (Herzberg, 1966; Scarpello &
Campbell, 1983; Wright & Davis, 2003). Many agree that there are
links between the employees and the organization environment. Job
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satisfaction in public sector has also received much attention from
scholars. Some argue that the main reasons people work in the public
sector is because it provides sense of satisfaction. Additionally, most
empirical research of this area has been done in the developed
countries where as there are huge differences of public employees in
developing countries contexts, especially there is limited evidence
about job satisfaction of civil servants in Vietnam. Apart from that,
Vietnam also adopts a unique party-state regime which are completely
different in political, institutional and cultural elements. It is therefore
a need to explore the key determinants on job satisfaction of
municipal civil servants. The results are expected to support the
generalizability of job satisfaction theories and produce practical
policy implications for our country.

2. Conceptual Framework and Hypotheses Development
2.1. Job Satisfaction
Job satisfaction is indeed one of the biggest concerns for
organizations and companies. There is no universal consensus on the
meaning of job satisfaction. Its meaning has been defined in several
ways. A very early study on this issue, Hoppock (1935) viewed job
satisfaction as the combination of natural, psychological and
physiological circumstances. Some researchers considered it as a
positive emotion about one’s job. The two-dimensional factor
proposed by Herzberg (1966), suggest that intrinsic factors like rights
and responsibilities, career development, job description and teamwork
can make public employees a whole lot more satisfied at work while
extrinsic factors like leadership, relationship with coworker, salary and
working conditions can make the job less satisfied, in other words,
can dissatisfy public employees if these factors do not live up to
their expectation. The model with eight variables and research
hypotheses is discussed below.

2.2. Rights and Responsibility
Every single employee has their own rights and responsibilities at
the workplace. Baah and Amoako (2011) suggested that motivational
factors such as, the responsibilities that are granted to employees will
help employees feel worth with respect to the values they get from
the companies or organizations. Thus, rights and responsibilities have
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a direct influence over job satisfaction. Hence, we propose:
H1: Rights and responsibilities positively affects civil servants’ job
satisfaction

2.3. Career Development
Gilley and Eggland (1989) defined career development as an
organized planned effort consisting of structured activities or processes
that result in mutual career plotting effort between employees and the
organization. Chemeli (2003) concluded that career development work
in a win-win pattern. It can be assumed that:

H6:

Leadership Style
satisfaction

positively

affects

civil

servants’

job

2.8. Relationship with Coworkers:
Herzberg (1966) defined relationship with colleagues as “the social
and working transactions with others on the job.” Both Hackett and
Guion (1985) and Bass (1990) came up with the same conclusion in
their researches that relationship with coworkers have an effect on job
satisfaction.
H7: Relationship with Coworkers positively affects civil servants’
job satisfaction

H2: Career development positively affects civil servants’ job satisfaction

2.9. Working Environment
2.4. Job Description
According to Barbouletos (2011) job description is a framework
defining a position. Job descriptions can include specific tasks,
responsibilities, specifications, broad goals, competencies, and
knowledge desired by the company. Job description is one of the two
components of job discrepancy. Based on those arguments, we
suggest that:
H3: Job description positively affects civil servants’ job satisfaction

Working environment is the place where civil servants come and
spend their working hour to work, including all the physical working
conditions and companies’ policies. Feldman (1996) proposed some
items in the working condition including temperature, lighting,
ventilation, hygiene, noise, working hours, and resources because
employees are more likely to prefer the conditions that can give them
physical comfort and convenience. Therefore, we postulate:
H8: Working environment positively affects civil servants’ job
satisfaction.

2.5. Teamwork
Teamwork is defined as a “unit of two or more people who
interact and coordinate their work to accomplish common goal”
(Musriha, 2013). Team work plays a vital role in enhancing employee
performance and self-motivation (Griffin et al., 2001).
H4: Teamwork positively affects civil servants’ job satisfaction

2.6. Salary
Many researchers around the world agree salary as a factor that
has a considerable influence on job satisfaction. Because it is easy to
understand that the higher an employee get paid for their job, the
more attractive and satisfying the job is to them. Kabir and Parvin
(2011) found that salary can affect job satisfaction of a person. Sweet
et al. (2006) suggested that the payment has a strongly closed
relationship and have a direct impact on job satisfaction.
H5: Salary positively affects civil servants’ job satisfaction

Source: Authors, 2017
Figure 1. The proposed conceptual framework

3. Research Methods

2.7. Leader

3.1. Operationalization of Constructs

Leadership is a process in which a person has an influence over a
group of people working together to achieve a common goal (Flynn,
2009). Jones and Rudd (2007) called leadership as a relationship
between leaders and those who follow such leaders within a group.
From that, we propose:

This study used a survey instrument that consists of 2 sections. To
ensure content validity, the survey items were derived from those
used in previous studies. Each item was measured using a 5-point
Likert scale. Rights and responsibility scale with six items were
adopted from Baah and Amoako (2011).
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3.2 Survey Administration, Data Collection and Statistical
Method
This study employed a survey method, using a questionnaire to
test the conceptual model and developed hypotheses. The prospective
respondents were chosen from public agencies of the Tay Ninh
municipal government, district-level governments and commune-level
governments via a multistage stratified sampling. After modifying the
questionnaire, the complete survey was conducted in November 2017.
All 500 questionnaires were sent to the selected respondents and 466
completed questionnaires were sent back, and the response rate was
93,2 %. Then we did the screening with questionnaires that have
missing values. Twenty five of them were excluded, resulting in a
final data set with 441 observation.
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Table 1. Measurement model evaluation of first-order factors
Constructs

No.
Factor loadings
Items

CR

AVE

Working environement (WE)

6

0.734 – 0.792

0.890

0.576

Job description (JD)

4

0.855 – 0.921

0.943

0.806

Right and responsibility (RR)

4

0.785 – 0.907

0.922

0.748

Relationship with leader (RL)

3

0.787 – 0.843

0.884

0.657

Relationship with coworker (RC)

4

0.768 – 0.840

0.838

0.633

Salary (SA)

4

0.703 – 0.832

0.842

0.572

Teamwork (TW)

3

0.716 – 0.876

0.846

0.648

Career development (CD
Job satisfaction (JS)

3
4

0.791 – 0.907
0.755 – 0.891

0.891
0.886

0.732
0.661

Note: CR = Composite Reliability, AVE = Average Variance Extracted.

3.3 Analysis
4.2 Assessment of Structural Model
To test the research model, this study used the partial least squares
(PLS) technique of structural equation modeling using SmartPLS
(version 3.0). This technique was selected because of its capacity to
analyze a complicated model (Hair et al., 2011). As recommended by
Hair et al. (2013), this study applied the two-step approach for data
analysis.

4. Results and Discussions
Among these respondents, 56% were males. In marital status,
majority respondents married (70%). Age was divided into 4 age
groups. the largest proportion is from 25-35 years old, at 43%. In
terms of tenure, It is clear from the chart that the group that
accounts for the biggest percentage is those who have had from 5-10
years of experience, at 38%. About education background,
undergraduate civil servants make up the largest proportion, at 79%.
Finally, about income, group that accounts for the largest percentage
is group of people who earn under 4 million VND a month, at 43%.

In PLS, the predictive accuracy of the model was evaluated in
terms of the portion of the variance explained. The results of such
evaluation suggest that the model is capable of explaining 88.1% of
the variance in job satisfaction. Apart from estimating the magnitude
of R2 value, recent research has evaluated Q2 value (the predictive
relevance) suggested by Stone (1974) and Geisser (1975), as an
additional model fit assessment technique. The present study obtained
a calue of 0.299 for average cross-validated redundancy for all given
endogenous variables. It is therefore the model exhibited an
acceptable fit and high predictive relevance. Additionally,
nonparametric bootstrapping was applied (Wetzels et al., 2009) with
5000 replications to test the structural model. The significance of the
direct effects specified by the research model were evaluated (Table
2). The results indicate that the effects job satisfaction is influenced
directly by Relationship with leader (β=0.250, t=4.128, p<0.000),
Salary (β=0.237, t=4.099, p<0.000), followed by Career development
(β=0.203, t=3.909, p<0.000), Relationship with coworker (β=0.185,
t=3.696, p<0.000) and Working environment (β=0.113, t=2.287,
p<0.022). As a result, hypotheses H2, H5, H6, H7 and H8 are
supported, H1, H3 and H4 are not supported from the current study.

4.1. Measurement Model Analysis
Table 2: Path Coefficient and Hypothesis Testing

To test the reliability and validity of the reflective constructs,
composite reliability (CR) was measured in relation to internal
reliability. Table 1 shows that all constructs had CR values above
0.7, which satisfies the suggestion of Hair et al (2013) to accept
items with loadings of at least 0.7. Overall, 15-item was eliminated
from the scale. The measurement scale remains thirty-six items for
nine constructs. Then, convergent validity was then assessed using the
average variance (AVE), which was above 0.5, thus indicating
satisfactory convergent validity. In addition to the composite reliability
(CR), the average variance extracted (AVE) of these constructs
achieved the cut-off point, indicating a satisfactory degree of
reliability with ranging from 0.572 to 0.806. This result indicates that
the measurement model has demonstrated an adequate convergent
validity (Chin, 1998), see Table 1.

Hypothesis
H1
H2
H3
H4
H5
H6
H7
H8

Relationship
CD → JS
JD → JS
RC → JS
RL → JS
RR → JS
SA → JS
TW → JS
WC → JS

Path Coefficient
0.203***
-0.050
0.185***
0.250***
-0.083
0.237***
0.028
0.113**

Decision
Supported
Not supported
Supported
Supported
Not supported
Supported
Not supported
Supported

t values were computed through the bootstrapping procedure with 441 cases
and 5,000 samples **p<0.05, ***p<0.001 (one tail)

5. Conclusions and Implications
This study provided several academic implications. First, based on
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the empirical results, the hygience factors of job satisfaction are more
dominated that the motivators one. This finding suggests that
municipal governments should focus policies on improving the
hygience factors which lead to higher job satisfaction on civil
servants. Therefore, future research may explore this two-dimensional
factor on job satisfaction. In addition to its theoretical implications,
this study offers recommendations for policy makers and managers in
public sector. Gaining a thorough understanding of the determinants
of job satisfaction toward municipal public servants will enable policy
makers to grasp the factors that results in retaining employees. With
such understanding, policy makers can improve their policies and
strategies to ensure the successful human resources attraction policies
in public sector. Finally, the policy makers can use this knowledge to
promote civil servants’ job satisfaction. Before generalizing the
discussed results, the limitations of the study should be taken into
account. The potential non-linear relationships amongst variables can
be investigated in future studies. Moreover, the current study was
conducted in a border municipal in Vietnam which limits the findings
generalisability strength to other provinces and cities.
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The Impact of Organizational Justice on Employee’s Job Satisfaction and
Organizational Citizenship Behavior in Higher Education Institutions
: A Conceptual Model and Research Propositions
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Abstract
Higher Education Institutions (HEIs) are place contributing to the
intellectual advancement of the nation, quality human resource, and to
a number of socio-economic improvements for society and
organizations. To achieve the objectives of the study, the structural
equation modeling, particular, a partial least square method (PLS) is
suitable since this techniques permits the simultaneous estimation of
multiple equations and performs factor analysis including regression
analysis. Despite facilitators and staffs being the bare-bone of HEIs,
there is a dearth of research, both conceptual and empirical, focusing
on their perceived of organizational justice and its impact on
employees’ job satisfaction, organizational commitment, organizational
citizenship behaviors (OCB). To attempt to fill this gap, this article
develops a conceptual model on OCB with the organizational justice
the inﬂuence of the job satisfaction on the organizational commitment
and OCB. OCB is one of the most important factor influence the
organizational performance. Furthermore, the performance of HEIs will
does not effects only the national human resources, but also impact
on national economy. Finally, the authors discuss the managerial
implications of their research and oﬀer guidelines for future empirical
research.
Keywords: Organizational Justice, Job Satisfaction, Commitment,
Organizational Citizenship Behaviors, Vietnam.

1. Introduction
Higher education Institutions (HEIs) are not only hold an important
role in education systems, but also in economy of every country.
HEIs are place contributing to the intellectual advancement of the
nation, quality human resource, and to a number of socio-economic
improvements for society and organizations. Lee (2004) confirmed
these findings and suggested that lecturers are offered fewer financial
incentives, leading to an absence of commitment and higher turnover.
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Organ (1988) suggested that organizations should consider role of
organizational citizenship behavior (OCB) as important factor for
increasing the spontaneous, innovative and cooperative attitudes in a
way to respond to the constantly changing demands aiming to
promote efficiency. Organ showed that job satisfaction is predictor of
the "good citizen". He also indicated that workers perceive job
satisfaction in terms of highly individualized, instinctive evaluations of
fairness in their workplace. Chelagat, Chepkwony and Kemboi (2015)
agreed that OCB have a positive and significant effect on employee
performance. Furthermore, Turnipseed and Rassuli (2005) found that
manager’s benefit from positive OCB as well as employees.

2. Literature Review
Based on the conceptual model and literature review, nine
hypotheses have been articulated to propose a comprehensive model
that encompasses describe the impact of organizational justice on
employee’s job satisfaction and organizational citizenship behavior.

2.1. Organizational Citizenship Behavior
Batman and Organ (1983) were first introduced the term
organizational citizenship behavior (OCB) to science world. OCB has
been thought as personal and arbitrary behaviors which were not
correctly defined by the formal remuneration system of organization
and generally increased organization’s performance. Arbitrary means
that this behavior is not among the occupational duties or role
behaviors and it is not among the employees’ recruitment
commitment and it is not compulsory for employees to do it
(Podsakoff, Mackenzie, Paine, & Bachrach, 2000). Since OCB
presented, many research studies have conducted with the five-factor
conceptualization suggested by Organ (1988). These factors are:
altruism (helping specific others); civic virtue (keeping up with
important matters within the organization); conscientiousness
(obedience with norms); courtesy (consulting others before taking
action); and sportsmanship (not complaining about trivial matters).
Although a great deal has suggested to be condensed in few studies
(MacKenzie, Podsakoff, & Fetter, 1991) and be supported for a
three-factor model of OCB, the original five dimensions of OCB still
the objectives for researching of behavior scientists. The majority of
the research studies concluded that OCB have positive impact on the
organizations productivity and effectiveness (Turnipseed & Rassuli,
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2005; Poncheri, 2006; Koster & Sanders, 2006). Hence, it is
necessary to have a research on OCB and factors influence it, and,
the present study concentrates on OCB as consequences of
organizational justice (Yadav, 2016).

2.2. Organization Justice
Organizational justice is the employees’ perception of the fairness
with which they have been treated by an organization (Greenberg &
Colquitt, 2006). It can be interpreted as a virtue allowing for mutual
consideration and involving both relationships with others and
outcomes that affect others’ physical, psychological and social welfare
(Cropanzano, Rupp, Mohler, & Schminke, 2001; Meara, 2001). The
components of organizational justice has often been divided into
three aspects: distributive justice (the perceived fairness in outcomes
employee receives relative to his/her contributions and the outcomes
and contributions of others), procedural justice (the fairness of the
procedures used to decide the distribution of resources) and
interactional justice (degree to which the people affected by decision
are treated by dignity and respect) (Leventhal, 1980; Bies & Moag,
1986; Iqbal, 2013). Awang & Ahmad (2015), on their study of
impact of organizational justice on OCB found that distributive justice
and interactional justice are significant in impact on OCB with the
index .19 and .25, consecutively.

2.3. Relationships between Organization Justice and
Employee’s Job Satisfaction
Job satisfaction can be generally defined as an employee's attitude
towards his/her job (Brief, 1998). Job satisfaction is how people feel
about their jobs and different aspects of their jobs (Spector, 1997)
and the extent to which employees like their work (Ellickson &
Logsdon, 2002).
The majority of the research studies reported that orgainizational
justice was an important predictor of job satisfaction (Colquitt,
Conlon, Wesson, Porter, & Ng, 2001; Bakhshi, Kumar, & Rani,
2009; Masterson, Lewis, Goldman, & Taylor, 2000). Furthermore, the
findings of Zainalipour, Ali Akbar, & Siyed Mohammad (2010)
showed that the significant positive relationships between job
satisfaction and organizational justice. Thus, based on these previous
study, we propose that:
Proposition 1: Distributive justice is positively related with job
satisfaction.
Proposition 2: Procedural justice is positively related with
employee’s job satisfaction.
Proposition 3: Interactional justice is positively related with
employee’s job satisfaction.

2.4. Relationships between Organization Justice and
Organizational Citizenship Behavior
The OCB has not strongly impact on individual performance, but

also on organizations productivity and effectiveness (Turnipseed &
Rassuli, 2005). Organ (1995) found that OCB is largely encouraged
by perceived organizational justice. Moon, Mayer, Kamdar, and
Takeuci (2008) stated that when individual are given fair rewards
compared with what they have contributed, it is a sign that abilities
are valued by the organization. Several researchers have argued that
distributive justice has a positive impact on OCB (Yaghoubi, Afshar,
& Javadi, 2012; Hemdi, Razali, Rashid, & Nordin, 2012). With the
same perspective, Lambert and Hogan (2013) find out that
relationship between procedural justice and OCB is more intensive. In
addition, Zeinabadi and Salehi (2011) in their study concluded that
when academic staff sees certain procedures are fair, although they
are not directly affected, they will respect as members of the
organization. So based on literature review, we postulate:
Proposition 4: Distributive justice is positively related with OCB.
Proposition 5: Procedural justice is positively related with OCB.
Proposition 6: Interactional justice is positively related with OCB.

2.5. Relationships between Employee’s Job Satisfaction and
OCB
George and Jones (2012) conducted an empirical investigation of
the satisfaction and OCB relationship and found that satisfied
employees have higher OCB because they want to reciprocate to the
organization whose already treat them well. This results generally
consistently with previous research (Wagner & Hollenbeck, 2010).
Similarly, Foote and Tang (2008), and Talachi, Gorji and
Boerhannoeddin (2014) have strengthen this notion. Recently, Prasetio,
Yuniarsih and Ahman (2017) have found that job satisfaction has
positive and significant effect on OCB with the correlation of .334.
So we propose that:
Proposition 7: Employee’s job satisfaction is positively related with
OCB.

3. Guideline for Empirical Testing in Future
3.1. Measurement Issues
To measure the various constructs, validated items were adapted
from prior studies and revalidated for investigate the conceptual
framework. All the focal constructs of the model were measured
using reflective constructs that were adapted from literature and
designed by using a seven-point Likert scale to facilitate
measurement, with a rating scale from (1) “strongly disagree” to (7)
“strongly agree.”
First, six survey items were used to measure distributive justice,
appropriateness of outcomes, are adapted from the studies of
Leventhal (1976) and Cropanzano (2007). Second, the items
measurements of procedural justice, appropriateness of the allocation
process, are adapted from Thibaut and Walker (1975) and Leventhal
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(1980) studies. Six items measurement adapted from Bies and Moag
(1986) study use for measuring interactional justice, appropriateness of
the treatment one receives from authority person. The fourth variable,
employee’s job satisfaction, uses the five items measurement adapted
from Smith, Kendall and Hulin (1969) study. Finally, the OCB is
generated from the ten items measurement were adapted from prior
studies of Smith et al. (1987), Podsakoff, MacKenzie, Morrman, and
Fetter (1990), and Williams and Anderson (1991).

3.2. Unit of Analysis
The prospective respondents were chosen randomly from HEIs
(public and private). Individuals has been employed at least one year
and above will be the unit of analysis. The restriction on duration of
employment is necessary for participant understand clarify about HEI,
which him or her has worked in which the experimental test of the
proposed model will be conducted.

3.3. Statistical Data Analysis
To achieve the objectives of the study, the structural equation
modeling, particular, a partial least square method (PLS) is suitable
since this techniques permits the simultaneous estimation of multiple
equations and performs factor analysis including regression analysis
(Hair, Black, Babin, Anderson, & Tatham, 2014). Firstly, the
measurement model is estimated based on the confirmatory factor
analysis. Finally, the researchers analyze the structural model and
estimate the path coefficients, both for the direct as well as for the
mediated effects.

4. Conclusions
OCB is one of the most important factor influence the
organizational performance. Furthermore, the performance of HEIs will
does not effects only the national human resources, but also impact
on national economy. In this context, a conceptual framwork is
proposed to study the determinants of OCB in the form of
organizational justice and job satisfaction. Additionally, the ulimate
benefits of OCB through perceived organizational justice with job
satisfaction as mediator is enlightened.
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Ethical Leadership, Organizational Justice and Supporting Environment on Employee
Engagement: Empirical Evidences for Public Policy Implications
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Abstract
The purpose of this study was to examine the direct and indirect
effect of ethical leadership, organizational justice, organizational
support on employee satisfaction and employee engagement. Very
little research has been conducted to study those relationships in the
socialization context. This paper attempts to fill the gap by analyzing
data from a survey of 677 employees from industrial parks. This
study used a survey instrument that consists of 2 sections. To ensure
content validity, the survey items were derived from those used in
previous studies. Each item was measured using a 5-point Likert
scale. Ethical leadership scale with ten items were adopted from Toor
and Ofori (2009). Partial least square structural equation modeling
(PLS-SEM) is employed for testing the structural models and
exploratory study is also identified to evaluate the relationship among
variables. The findings provided evidence that employee satisfaction is
the most important to predict employee engagement. The results also
reveal the important effect of ethical leadership, organizational justice
and supporting environment on job satisfaction. Implications for
public policy practice and further research are also suggested based
on the results of structural analysis.
Keywords: Employee Engagement, Ethical Leadership,
Organizational Justice, Public Policy.

2. Conceptual Framework and Hypotheses Development
This study proposes a comprehensive model that encompasses how
ethical leadership, organizational justice and supporting environment
factors affect employee’s job satisfaction and employee commitment.
Based on the conceptual model and literature review, seven
hypotheses have been postulated to measure direct and indirect
relationships among variables.

2.1. Employee Engagement

1. Introduction
Employee engagement has become one of the most important
factors which need to be focused in human resource area due to its
link to organization productivity. Lopez (2001) suggested that
employee engagement is conceptually distinct from job satisfaction
and organizational commitment because its foundation rests in the
day-to-day experiences and discretionary efforts of employees, as
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** International University, Vietnam National University,
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*** International University, Vietnam National University,
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opposed to more broadly measured attitudes. In the field of public,
Roy (2006) argued employee engagement is also interconnected with
the ability of the public service to engage the public and external
stakeholders. Employee engagement in public sector has also received
much attention from academics and policy makers since the work of
Kahn (1990) as behavior of individuals, they bring in or leave out
and their personal selves during their work performance. However, a
few studies have addressed the effect of organizational justice, ethical
leadership and organizational support on public employee engagement.
It is therefore a need to explore the their relationship especially
through the mediation of job satisfaction. The results are expected to
support the generalizability of employee engagement theories and
produce practical policy implications for our country.

Ho Chi Minh
Ho Chi Minh
Ho Chi Minh
Ho Chi Minh

According to Saks (2006) and Robinson (2004), the majority of
findings about employee job engagement were concluded from
practitioner journals which had been conducted based on practice
rather than theory and empirical research. As a conclusion to the
review above about engagement, employee engagement in this
research is succinctly explained as the feel of being emotionally
attached to the job provided by the company to the point that the
employee is willing to put an amount of his or her discretionary
effort to achieve the best possible results.

2.2. Job Satisfaction
The concept of job satisfaction has been defined in many ways.
However, the most used definition of job satisfaction in organizational
research is the statement of Locke (1976), he defined job satisfaction
as a pleasurable or positive emotional state resulting from the
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appraisal of one's job or job experiences. Satisfaction refers to the
level of fulfillment of one's needs, wants and desire. Satisfaction
depends basically upon what an individual wants from the world, and
what he gets (Morse, 1977). Many research found Employee
engagement is conceptually distinct from job satisfaction and
organizational commitment because its foundation rests in the
day-to-day experiences and discretionary efforts of employees, as
opposed to more broadly measured attitudes. Hence, we propose:

hardships. In order to maximize employee engagement, organization
should give the reasonable policies, procedures, and formulate such
reward system under those policies and procedures which increase
employee satisfaction and motivation. Flynn (1998) illustrated that
rewards and recognition programs keep high spirits among employees,
boosts up their morale and create a linkage between performance and
engagement of the employees. Therefore, the rewarding process
influences the satisfaction of employees in the affirmative manner as
is expected by managers.

H1: Employee satisfaction positively affects employee engagement

2.3. Ethical Leadership

H4: Organizational support positively affects employee satisfaction
H7: Organizational support positively affects employee engagement
through employee satisfaction

Ethical Leadership is leading by knowing and doing what is right.
According to Rawls (1971) ethical leadership is divided into two
parts. The leader must act and make decisions ethically, and second,
the leader must also lead ethically in their attitudes and interactions.
In addition, Piccolo et al. (2010) illustrated that leaders with strong
ethical commitments can have impact on “task significance” and
“autonomy” of the job characteristic model; and the willingness of
employee to put extra effort on task performance. From the above
discussion, it can be assumed that:
H2: Ethical leadership positively affects employee satisfaction
H5: Ethical leadership positively affects employee engagement
through employee satisfaction

Source: Authors, 2018
Figure 1. The proposed conceptual framework

2.4. Organizational Justice

3. Research Methods

Greenberg (1987) introduced the concept of organizational justice
with regard to how an employee judges the behavior of the
organization and the employee's resulting attitude and behavior.
Organizational justice related to the concept of fairness. Employees
concern about decisions made on a day-to-day basis by their
employers under their organization. Then, they will judge these
decisions as unfair or fair, which will affect an individual’s behavior.
In addition, justice or fairness refers to the idea that an action or
decision is morally right, which may be determined based on ethics,
religion, fairness, equity, or law. In social exchange theory, employees
expect fair and honest treatment. In the norm of reciprocity,
employees will have positive behavior based on the organizational
commitment on objectives and goals. It will lead to increasing job
satisfaction (Cropanzano & Mitchell, 2005). Based on those
arguments, we suggest that:

3.1. Operationalization of Constructs

H3: Organizational justice positively affects employee satisfaction
H6: Organizational justice positively affects employee engagement
through employee satisfaction

2.5. Organizational Support
Organizational support includes favorably representing the
organization by defending and promoting it, as well as expressing
satisfaction and showing engagement with the organization despite

This study used a survey instrument that consists of 2 sections. To
ensure content validity, the survey items were derived from those
used in previous studies. Each item was measured using a 5-point
Likert scale. Ethical leadership scale with ten items were adopted
from Toor and Ofori (2009). While organizational justice scales
including twenty items in three-subscale were adapted from Greenberg
(1987) and organizational support of extrinsic rewards with eight
items from (Maund, 2001). A 10-item scale was adopted from Hulin
& Judge (2003 to measure employee satisfaction. Finally, employee
engagement scale with eight items was adapted from Briggs (2005).

3.2. Survey Administration, Data Collection and Statistical
Method
This study employed a survey method, using a questionnaire to
test the conceptual model and developed hypotheses. The analysis unit
of this study is at the corporate level. In Vietnam, the priority
industry includes textile industry; leather and footwear industry;
chemical industry; and two key important industries are electronics,
telecommunications and information technology industry; and
mechanical industry. Based on the number of items (in dimensions)
are approximately 56 items. This present study use the ration 10:1 to

Nguyen Ngoc Duy Phuong, Mai Ngoc Khuong, Thai Hoang Quoc, Le Nguyen Thanh Dong / 14TH INTERNATIONAL CONFERENCE 129-131

ensure the reliability and validity. Thus, there are at least 560 survey
should be conducted. A pilot survey was also conducted to improve
the reliability and validity of the construct. The respondents in this
stage were employees from the five industries. After modifying the
questionnaire, the complete survey was conducted in 2017. All 700
questionnaires were sent to the selected respondents and 677
completed questionnaires were sent back, and the response rate was
96,7%. Then we did the screening with questionnaires that have
missing values. None of them was discarded, resulting in a final data
set with 677 observation.

3.3. Analysis
To test the research model, this study used the partial least squares
(PLS) technique of structural equation modeling using SmartPLS
(version 3.0). This technique was selected because of its capacity to
analyze a complicated model (Hair et al., 2011). As recommended by
Hair et al. (2013), this study applied the two-step approach for data
analysis.

4. Discussions and Conclusions
The aim of the study was to examine the direct and indirect effect
of ethical leadership, organizational justice, organizational support on
employee satisfaction and employee engagement. The research results
show that employee satisfaction is the most important to predict
employee engagement. This completely agreed with the findings of
Hulin & Judge (2003), Robinson et al. (2004), and (Heathfield,
2011). It indicates that job satisfaction is associated with important
work related outcomes such as higher levels of employee engagement.
Additionally, in line with the previous studies by Rawls (1971), Toor
& Ofori (2009), and Piccolo, et al. (2010), the results reveal the
important effect of ethical leadership on job satisfaction. Ethical
leadership was related to employee satisfaction and trust in leaders
and employees’ willingness to exert extra effort for the leader. The
results also confirm the impacts of organizational justice on employee
satisfaction. This finding is consistent with that of Greenberg (1987),
Tyler & Belliveau (1995), Fernandes & Awamleh (2005), and
Cropanzano & Mitchell (2005). This further proved employees’
perception on distribute justice, employee concern the distribution of
resources and outcomes, will influence the employee satisfaction.
Employee satisfaction is also determined collectively by supporting
environment. These results are consistent with those of other previous
studies as Galbraith (1973), Flynn (1998), and Maund (2001),
respectively. These results imply that extrinsic sources of satisfaction
are situational and depend on the environment, such as pay,
promotion, or job security; these are financial and other material
rewards or advantages of a job.
In spite of every effort, like all other studies, this research cannot
be without any limitations: This study has some limitations which are
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mentioned below the acknowledgement of these limitations gives the
recommendation for further research.
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Abstract
In this paper, we built the Guangdong’s regional input-output
model, with an inter-industry linkage to evaluate the impact of
modern energy infrastructure on regional economic growth during the
13th Five-Year Plan period. We analyzed the economic impact of
increased governmental and industrial spending on infrastructure
projects. An overview of the Leontief I-O model employed in this
paper was presented in Section 2. In Section 3 we demonstrated the
economic effect of static I-O analysis of renewable energy
infrastructures investment from the policy-planning perspective. The
policy simulation result of the input-output model in this paper could
be seen as the maximal possible economic outcome in the period
from 2016 to 2020, in which low-carbon power plants construction
will add roughly 4% of gross domestic products of Guangdong
annually. One of the advantages of Leontief input-output model is its
ability to assess the possible maximum economic benefits in the
short-run. As we have seen, the energy engineering infrastructure
investment has increased the final demand of other related
manufacturing sectors whose obligation is to accomplish infrastructure
construction.
Keywords: Economic Impact Analysis, Regional Economic System,
th
Five-Year Plan, Modern
Input-Output Model, 13
Energy Infrastructures.

1. Introduction
As China’s economic plan from 2016 to 2020 is carefully outlined
in the 13th Five-year Plan, awareness of environmental protection is
also embedded in it. Guangdong Province has schemes to energy
diversify present energy mix, in order to alleviate GHG emission
from fossil fuel combustion. In face of the new trend, we used the
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Leontief input-output model, to assess the impact of Guangdong
government’s investment in renewable energy infrastructure on the
regional economic growth, for the period 2016-2020. Our research
could also be viewed as the preliminary evaluation of policy planning
for this energy supply-side revolution.
Because the inter-sectoral relationship within a given regional
economy is easy to assess in the Leontief I-O model, it has been
commonly used for impact analysis in a variety of areas, especially
in the assessments of energy infrastructure investment in recent
decade (Chang, Shih, & Lee, 2014; Lee & Yoo, 2016; Nakano, Arai,
& Washizu, 2018; Sabiroglu & Bashirli, 2012; Zou & Liu, 2016).
Because of the limitation of transmission network, regional economic
activities and energy demand must be carefully considered under the
construction of the energy system. Nakano, Murano, and Washizu
(2015) built a regional I-O model to calculate the economic and
environmental effects of the construction of a biomass power plant.
Varela-Vázquez and Sánchez-Carreria (2017) demonstrated that the
introduction of offshore wind power could promote the economic
growth of Spanish economy.
The reminder of the paper is organized as follows. An overview
of the Leontief I-O model employed in this paper was presented in
Section 2. In Section 3 we demonstrated the economic effect of static
I-O analysis of renewable energy infrastructures investment from the
policy-planning perspective. A summary of the main findings and
some concluding remarks are presented in the final section.

2. General Leontief Framework of Input-Output
Analysis
The input-output (I-O) model introduced by Leontief (1966) is
used to measurement the economic effect of exogenous social,
environmental, and economic factors, which has also been widely
applied in academic, industrial, and governmental economic analysis
(Hughes, 2003). According to the framework of the demand-side
Leontief I-O model, total gross output in sector i , denoted by X i ,
can be expressed in Eq. (1).
N

N

j =1

j =1

X i = ∑ Z ij + Fi = ∑α ij X j + Fi

(1)

where Z ij was the intermediate input produced by sector i for
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producing the final product of sector j ; α ij was the input
coefficient, indicating direct consumption effect.
Moreover, since the value-added (gross domestic product) of output
in each sector was also an important indicator to evaluate macro and
micro economic effects of economic policies, it was captured in Eq.
(2) as follow,

ΔGDP = av j (I − A) ΔF
−1

where

av j

(2)

was the value-added coefficient of each sector,

measured by v j / x j from the input-output table: v j was the economic
value-added of sector j .

3. Economic Analysis of Modern Renewable Energy
Infrastructure Investment of Guangdong Province
in China
The economic value-added coefficients of all sectors were between
36 and 38%. The concerned economic value-added coefficient of
Electricity and Heat production sector were 30.03% and 26.03% in
2007 and 2012, respectively, which was obviously lower than the
overall average level. In addition, compared to traditional fossil fuels
with high energy conversion efficiency, the capacity factor of
renewable energy is perhaps only 1/4, and its efficiency is also
bounded by weather and/or the size of land. Thus, it is not a
surprise to see the coefficient of economic value-added of Electricity
and Heat production sector with a gradually downward trend.
Table 1. Economic value added (EVA) coefficient of Guangdong’s sectors
Sector
Agriculture
Coal and Lignite Mining
Oil and Gas Mining
Gold and Uranium Mining
Other Mining
Food, Beverage, and Tobacco
Textiles
Apparat and Leather
Wood and Furniture
Pulp, Paper, and Paper
Petroleum Processing
Chemical
Non-metallic Mineral
Basic Metal Processing
Metal Product
General Equipment
Transportation Equipment
Electronic Machinery
Communication Machinery
Instrument Machinery
Other Manufacturing
Waste Product
Electricity and Heat Production

2007
0.6010
0.0000
0.7026
0.3730
0.2739
0.2551
0.2663
0.3327
0.2206
0.2318
0.1123
0.2424
0.2459
0.1330
0.2158
0.2304
0.2128
0.1828
0.1602
0.1921
0.2523
0.5864
0.3003

2012
0.6114
0.0000
0.8438
0.3394
0.3646
0.2529
0.2364
0.2701
0.2375
0.1989
0.2106
0.2298
0.2468
0.1710
0.2256
0.2249
0.2334
0.2057
0.2055
0.2731
0.2296
0.2087
0.2630

Gas Production
Water Production
Construction
Transportation and Post
Information and Computing
Wholesale and Retail
Accommodation
Financial Service
Real Estate
Lease Service
Scientific Technology
Equipment Repair
Environment Management
Household Service
Education
Health Service
Sport and Entertainment
Public Management

0.1380
0.5433
0.2386
0.4700
0.5587
0.7216
0.3800
0.6117
0.8088
0.4986
0.4431
0.4235
0.6547
0.5686
0.7070
0.4515
0.5380
0.5990

0.1849
0.2902
0.2160
0.3878
0.5380
0.5903
0.4166
0.5571
0.7332
0.4807
0.1987
0.4471
0.5649
0.5522
0.6913
0.5140
0.5275
0.6644

“The Implementation Plan for Energy Structure Adjustment during
the 13th five-year plan period" enacted by Guangdong Province in
2017 has clearly laid out the addition of new power plants during
the period of 2016-2020, to adjust the energy portfolio with lower
GHG emission, which is simulated as an investment scenario as
illustrated in Table 2.
The change of the total output and economic value-added (GDP)
of the divisional and macro-economic categories were shown in Table
7 below. It could be observed that the investment in the power
supply capacity infrastructure would increase the overall economic
output in Guangdong Province by an average of 4.11% annually, and
the average change of GDP was approximately 3.71%.
Table 2. The economic analysis of modern energy infrastructures in
Guangdong’s sectors during the 13th five-year plan period
Scenario

Modernenergy
infrastructures

Final
demand

Division/
Macro-Economic

Total gross
output

GDP

Agriculture(1)

1.74%

1.74%

Industrial(2-26)

4.52%

4.48%

Service(27-41)

2.96%

2.82%

78,273,900

Regional
4.11%
3.71%
Economic
Monetary unit: 10 thousand RMB; The parentheses represent the serial
number of each sector in Table 1.

4. Conclusions
One of the advantages of Leontief input-output model is its ability
to assess the possible maximum economic benefits in the short-run.
As we have seen, the energy engineering infrastructure investment has
increased the final demand of other related manufacturing sectors
whose obligation is to accomplish infrastructure construction. On
average, the overall GDP (economic value added) of the Guangdong
Province will change by approximately 3.71% annually, combined
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with the accumulative, divisional economic impact on other sectors
such as agriculture, industrial, and service. The GDP stimulation of
the agricultural division would scale up to 1.74%; on average, and
would bring about a 4.48% change in the GDP of the industrial
division; on average, it would boost the GDP of services sector by
2.82% approximately.
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Abstract
The purpose of this paper is to investigate the CO2 reduction
performance on industry level in Taiwan after the renewable
development act that enacted in 2009. We observe that CO2 reduction
performance has risen slightly due to the effectiveness of
energy-saving technologies and low-carbon energy structures under the
growth scale of Taiwan’s economy in the meanwhile. It is noticed
that the target of GHG reduction in Taiwan for 2030 will be
controlled at 20% off compared to their 2005 levels, in accordance of
the COP21 that made an appeal to their member nation to submit a
reduction target about GHG (CO2) emission. Therefore, to realize the
historical situation of CO2 emission with the consideration of
economic growth has been brought to the attention of Taiwanese
government for policy planning on mitigating CO2 emission on either
national level or industry level. We can draw several policy
implications from the evaluation results. First, we suggest that the
government should pay more attention on industrial sectors because
they relative underperformed in terms of their CO2 reduction behavior
in the viewpoint of meta-frontier. Second, it is noted that electricity
will be the main part of the energy consumption structure. A
low-carbon electricity supply portfolio is necessary for decreasing
CO2 emissions. It may not practical, only that expanding the capacity
of renewable energies becomes antidote.
Keywords: CO2 Reduction, Slacks-Based Measure, Undesirable
Output, Meta-Frontier Approach, Industrial and Service
Industries.
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1. Introduction
A series of international initiatives and conference with the topic
of against climate change has been pushed forward in the effort to
limit the temperature to 1.5oC above preindustrial period (United
Nations Framework Convention on Climate Change (UNFCCC, 2015;
Wang, Chen, Yao, & Chiang, 2018). According to the statistics of
CO2 emission from fuel combustion (IEA, 2017), Taiwan had 249.4
million metric tons CO2 emission in 2015, accounting for 0.77% of
global emissions, and the average emission per capita of that was
10.65 metric tons. the situation of that is worse than countries with
similar industrial structures, such as Japan (8.99), and China (6.59). It
is noticed that the target of GHG reduction in Taiwan for 2030 will
be controlled at 20% off compared to their 2005 levels, in
accordance of the COP21 that made an appeal to their member
nation to submit a reduction target about GHG (CO2) emission.
Therefore, to realize the historical situation of CO2 emission with the
consideration of economic growth has been brought to the attention
of Taiwanese government for policy planning on mitigating CO2
emission on either national level or industry level.
In order to investigate the effort of CO2 reduction for performance
comparison on industry level in Taiwan. The meta-frontier approach
with the advantage of relaxing the homogeneous assumption has been
used, and the integration of that into slacks-based measure (SMB)
with undesirable output is, therefore, applied to estimate the CO2
reduction performance for 29 industries belong to industrial and
commercial service sectors during the period 2010-2016. The
remainder of this paper is structured as follows. Section 2 introduces
the methodological framework of CO2 performance model. Section 3
is the empirical results for the CO2 reduction performance on industry
level in Taiwan. Finally, section 5 offers conclusions and policy
discussions.

2. A Methodological Framework of CO2 Reduction
Performance Model on Industries Level
2.1. Meta-Frontier Slacks-Based Measure with Undesirable
Output
Considering the heterogeneity of production technology into the
application of performance evaluation, the meta-frontier approach was
firstly introduced by Hayami (1969). The meta-frontier approach is
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incorporated into the calculated formulation of SBM model will be
not only suitable for measuring the CO2 reduction performance of
Taiwanese industrial and service sectors, but also possible on
understanding the effects of technology gaps for each DMUs, in the
united evaluation framework with the consideration of heterogeneous
operation technology, based on the effective applications in the
literatures (Fei, & Lin, 2016; Li, Liu, Liu, & Chiu, 2017; Long, Wu,
& Zhang, 2018).
Suppose there were N industries (DMUs) ( j = 1,2,..., N ) selected in
the sample set. In each industries, m inputs of input matrix X
(i = 1,2,..., m) were invested to produce s and u outputs of output
matrix Y from business operation, which were then divided into two
categories, Y G and Y B , where Y G (k = 1,2,..., s ) represented the good
(desirable) output as expected, and Y B (r = 1,2,..., u ) denoted the bad
(undesirable) output, which shall be avoided. The linear programming
of efficiency evaluation on each DMU under group-frontier is quoted
by Eq. (1) as follows.

1 m sio−
∑
m i =1 xio
ρ v = min
u
sb ⎞
1 ⎛ s sg
1 + ⎜⎜ ∑ kg + ∑ rb ⎟⎟
s ⎝ k =1 yko r =1 yro ⎠
1−

(1)

The linear programming of efficiency evaluation on each DMU
under meta-frontier is demonstrated in Eq. (2) as follow.,

1 m sio−
∑
m i =1 xio
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g
s
u
s
sb ⎞
1⎛
1 + ⎜⎜ ∑ kg + ∑ rb ⎟⎟
s ⎝ k =1 yko r =1 yro ⎠
1−
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3. CO2 Reduction Performance Analysis
Using the SBM model with undesirable output, a CO2 reduction
performance of industry within different sectors in Taiwan during
2010-2016 is calculated at group-frontier and meta-frontier, as shown
in Table 1. From the estimated results in Table 4, It should be noted
that four industrial industries—Mining and Quarrying (DMU8);
Chemical Materials (DMU15); Machinery and Equipment and
Construction (DMU20)—have the relatively best performance within
the entire industrial industries. In addition, it is also shown that there
are three service industries—Storage and Warehousing (DMU24);
Finance, Insurance and Real Estate (DMU26); Business Services
(DMU27) who have the best CO2 reduction performance behavior
under both the commercial service sector and the whole selected
industries in the sample period.
Table 1. Average CO2 reduction performance of each industry under group
and meta-frontier

subject to

xo = ∑∑ δx + si−

efficiency, that is, that can be divided into the group-frontier
efficiency and the TGR as Eq. (3). The TGR of each DMU is
indicated as Eq. (4).

(2.6)

where the ρiv and ρimeta represent the performance score of each
DMUs within group-frontier and meta-frontier respectively.

2.2. Technology Gap Ratio and the Inefficient Sources of
Meta-Frontier
If and when the meta-efficiency and group efficiency of one DMU
are both unity, the technology gap (TGR) between the meta-frontier
and the group-frontier is not existence. O’Donnell, Rao, & Battese,
(2008) introduced the decomposition approach of the meta-frontier

DMU

Group

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
2
2
2
2
2
2
2
2
2

2010-2016
GCRE
1.000
0.374
0.192
0.809
0.588
0.222
0.631
1.000
0.404
0.380
0.225
0.462
0.828
0.228
1.000
0.994
0.449
0.543
0.714
1.000
0.779
0.094
0.058
1.000
0.563
1.000
1.000
0.235
0.894

MCRE
0.697
0.126
0.048
0.521
0.312
0.069
0.349
0.870
0.103
0.166
0.060
0.087
0.295
0.094
0.317
0.649
0.152
0.226
0.253
0.357
0.779
0.094
0.058
1.000
0.546
1.000
1.000
0.235
0.894
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It then makes sense to make the industrial industry to be as the
first priority of Greenhouse Gas Reduction and Management Act, and
to obligate them to improve their energy efficiency and rebate CO2
emissions to the required level set by the Environmental Protection
Administration and the Bureau of Energy. In contrast, electricity is
the most important energy source to satisfy the need of commercial
service industries, and the relative lower CO2 coefficient of that may
be an important cause to interpret why certain service industries have
a brilliant performance.
Then, we also calculate the average CO2 reduction performance
score of each sector in the sample period, based on the meta-frontier
and the group-frontier, as illustrated in Table 2. Over the Renewable
Energy Development Act enacted in 2009, the government’s policy
promotion or the voluntary adjustment of the energy consumption
structure in the industrial sector is quite effective for improving
energy efficiency and reducing CO2 emissions, but it is not enough
to compare with the commercial service sector by higher CO2
emission and lower GDP creation, as the performance score in the
meta-frontier shows.
Table 2. Average CO2 reduction performance of each sector under group
and meta-frontier
Year

MCRE

GCRE

TGR

Industrial

2010-2016

0.28757

0.60221

0.42791

Commercial service

2010-2016

0.62294

0.62483

0.99652

4. Conclusions
It then makes sense to make the industrial industry to be as the
first priority of Greenhouse Gas Reduction and Management Act, and
to obligate them to improve their energy efficiency and rebate CO2
emissions to the required level set by the Environmental Protection
Administration and the Bureau of Energy. In contrast, electricity is
the most important energy source to satisfy the need of commercial
service industries, and the relative lower CO2 coefficient of that may
be an important cause to interpret why certain service industries have
a brilliant performance.
Then, we also calculate the average CO2 reduction performance
score of each sector in the sample period, based on the meta-frontier
and the group-frontier, as illustrated in Table 2. Over the Renewable
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Energy Development Act enacted in 2009, the government’s policy
promotion or the voluntary adjustment of the energy consumption
structure in the industrial sector is quite effective for improving
energy efficiency and reducing CO2 emissions, but it is not enough
to compare with the commercial service sector by higher CO2
emission and lower GDP creation, as the performance score in the
meta-frontier shows.
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The Impact of Hallyu 4.0 and Social Media on Korean Products Purchase Decision
of Generation C in Vietnam
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Abstract
This study developed and tested the impact of Hallyu 4.0, social
media, and consumer ethnocentrism on the decision to purchase
Korean products of Generation C in Vietnam. Mixed method such as
qualitative and quantitative were applied. The conceptual model was
tested and developed using data collected by questionnaire from a
sample of 575 respondents by both electronic and paper with
non-probability and convenience sampling techniques. SPSS 20 and
AMOS 20 software were employed to analyze the data collected. The
results showed that Hallyu 4.0, social media, and consumer
ethnocentrism influenced the subjective norms, trust, attitude and
affected behavioral intention and purchase decision. Hallyu 4.0
strongly impacted trust with the path coefficient-related=0.423. Social
media influenced not only trust but also subjective norms with the
path
coefficient-related=0.646.
Following
measurement
items
development, ten hypotheses were tested, nine hypotheses were
supported, and one was rejected.
Keywords: Hallyu 4.0, Social Media, Korean Products, Social
Media, Generation C.

1. Introduction
Generation C have a tight connection with other people and things
in the way people never had in the past. They employ online
channels to create content, post statuses or pictures, watch videos,
exchange knowledge, etc. Pikett (2017) cited from CEFRIO of
Canada defined generation C as a group of individuals born between
the year of 1982 and 1996. Booz & Company (2010) described
generation C as those born after 1990 and lived their adolescent
years after 2000. Within this research limit, generation C in Vietnam
was referred to as Vietnamese who were born between 1990 to 2000.
In terms of Korean new cultural trend, it had a significant impact on
the exports of Korean product and increased tourism (Lee, 2015;
Hogarth, 2013). According to Kim (2015), hallyu (Korean wave) 1.0
emerged with K-drama, then came hallyu 2.0 with K-music, hallyu
3.0 with K-culture, and hallyu 4.0 with K-style. In this study,
conceptual model was developed, including hallyu 4.0, social media,
* Faculty of Marketing, University of Finance – Marketing, Ho Chi Minh
City, Vietnam Email: ts.truong@gmail.com

consumer ethnocentrism, subjective norms, trust, attitude, behavioral
intention constructs resulted from previous studies, to explain the
purchase decision of Generation C in Vietnam.

2. Literature Review and Hypothesis
Social media is an e-space for social activism and support,
emotional expression, news updating, as well as friendship developing.
Social media independent variables played an important role in
affecting purchase decision and its usage also impacted purchase
decision (Mathupur, Black, Cao, Berger, & Weinberg, 2012).
The term "hallyu" was the fore front of Korean dramas and
Korean pop as these two popular cultural products were a catalyst to
further promote other Korean culture products. Yu et al. (2012) stated
that products relating to Korean culture such as tourism, contents,
cosmetic products could be influenced.
Consumer ethnocentrism were different results depending on
characteristics of consumers and their country (Nguyen et al., 2008;
Ranjbairn, 2011). Ramaswamy (2000) and Balabanis and
Diamantopoulos (2004) in developing countries had confirmed the
existence of negative trend of consumer taste for foreign product
purchase behavior.
Subjective norms were the social determinants of intention and the
reflection of social pressure perception on a given behavior (Fishbein
& Ajzen, 2010). Many studies have shown a high correlation of
subjective norms and attitudes to behavioral intention, and
subsequently to behavior.
Trust played an important role in forming and maintaining
long-term relationships (Sanchez Iniesta, Schlesinger, & Rivera, 2010).
According to Smiciklas (2011), trust was an important factor leading
to a positive impact. Trust affected specific behavioral intentions and
had a strong influence on three key consumer intentions (Harrison,
Vivek, & Charles, 2002; Truong, 2015).
Attitude describes the reviews, thoughts and relatively consistent
tendencies of humans against an object or an idea. According to
Ahtola (1975) and Loudon and Della Bitta (1993), both TRA and
TPB proposed that a person’s overall attitude toward an object was
derived from his or her beliefs and feelings about various attributes
of that object.
Intention refers to the willingness for a purchase decision. Sommer
(2011) stated that behavioral intention referred to an individual
motivation and conscious plan to expand effort and perform a
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behavior. Akhter (2010) showed that overall satisfaction had a
significantly positive impact on purchase intention, which led to
higher possibility of actual repurchase.

3. Research Methods
Qualitative research was first carried out with in-depth interview
with 15 participants. Qualitative approach used cross-sectional field
design, used the sample size of 575 employed non-probability with
convenience sampling. With quantitative approach, data was collected
using a self-administered questionnaire where the measurement of
variables was based on existing measuring items. The questionnaire
applying a 5-point Likert scale were distributed both electronically
and by paper. After screening 592 responses, 575 responses were
considered proper and valid for further analysis.

4. Results
The in-depth interview showed that CE4 items was deleted from
the result. Pilot study with 110 responses concluded that HA5 and
TR4 were not qualified. In the official study, 46.1% of respondents
were males and 53.7% were females. The Cronbach’s alpha score of
constructs were between 0.703 to 0.845, indicating greater reliability.
Corrected item-total correlation of TR5 and IB5 were below 0.3 so
they were deleted from the conceptual model.

4.1. Exploratory Factor Analysis
Extraction method principal axis factoring with promax rotation
was used. CE3 and CE4 were not accepted with their factor loadings
< 0.5. The KMO=0.877, extraction sums of squared loadings=
50,163%, Bartlett's test of sphericity Sig=0.000. Factor loadings,
ranging from 0.508 to 0.848, were larger than the conventional value
of 0.50 (Hair et al., 2006).

4.2. Confirmative Factor Analysis
RMSEA (0.044) indicated an acceptable fit of the data as well as
other fitted indices (p=0.000, χ2/df=2.123, GFI=0.900, TLI=0.915,
CFI=0.925).The Cronbach’s alpha of all constructs > 0.7, the
composite reliability of them were 0.711 to 0.845, meaning that the
measurement model was reliable. The standardized regression weights
of 34 measurement items were from 0.509 to 0.861, larger than 0.5,
therefore they were convergent validity. The constructs were
discriminant validity. The composite reliable and variance extracted of
variables of all constructs had satisfactory reliability.

4.3. Structural Equation Model
Table 1. Regression weights

TR
SN
TR
TR
AT
AT
IB
PD
PD

<--<--<--<--<--<--<--<--<---

HA
SM
SM
CE
TR
SN
AT
SN
IB

Standardized
regression weights
.425
.646
.224
-.136
.271
.543
.421
.515
.280

Unstandardized regression weights
Estimate S.E.
C.R.
P
.253
.040
6.302
***
.682
.063 10.767
***
.171
.049
3.511
***
-.080
.031 -2.587
.010
.321
.060
5.338
***
.466
.047
9.889
***
.571
.068
8.405
***
.382
.046
8.258
***
.178
.032
5.613
***

The RMSEA was 0.046, below the recommended < 0.08; p=0.00;
2
χ /df=2.259, satisfying the recommended < 3 criterion. TLI=0.907;
CFI=0.916; IFI=0.916; GFI=0.892 indices of model fit (McKnight,
Choudhury, & Kacmar, 2002; Gefen, Straub, & Boudreau, 2000).
Thus, the overall model had a good fit. All the parameters in the
SEM model for the P-value < 0.05 so the relationships were
significant.

Figure 1. Structural equation model analysis
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4.4. Bootstrap Estimate Model
This study used bootstrap methods (Schumacker & Lomax, 2010)
with the number of repeated samples N = 1000 to estimate the
model in practice. The CR (bias/SE- bias) absolute value was less
than 2.0. Thus, we could conclude that the estimates in the models
could be trusted and fit.

4.5. Model Fitting and Hypotheses Testing
The final model fit statistics indicated that the overall constructs
were supported. All the hypotheses paths were significant, with
significant less than the p < 0.01 level, except for H5. Overall, all
the path coefficient-related hypotheses were supported from 0.226 to
0.446. Consumer ethnocentrism influenced trust with the path
coefficient-related of -0.136. An important result showed that hallyu
4.0 strongly impacted trust with the path coefficient-related of 0.423.
Social media influenced not only trust but also subjective norms with
the path coefficient-related of 0.646. Ten hypotheses were tested and
nine hypotheses were supported, and one was rejected.
Table 2. Summary of hypotheses testing
H1
H2
H3
H4
H5
H6
H7
H8
H9
H10

Hypotheses
Results of testing
Social media positively affects subjective norms.
Supported
Social media positively affects trust.
Supported
Hallyu 4.0 positively affects trust.
Supported
Consumer ethnocentrism negatively affects trust.
Supported
Consumer ethnocentrism positively affects
Rejected
purchase decision.
Subjective norms positively affect attitude toward
Supported
behavior.
Subjective norms positively affect purchase
Supported
decision.
Trust positively affects attitude toward behavior.
Supported
Attitude toward behavior positively affects
Supported
behavioral intention.
Behavioral intention positively affects purchase
Supported
decision.

5. Conclusions
The results show that the Hallyu 4.0, social media, and consumer
ethnocentrism impacts purchase decision through mediating variables
such as trust, subjective norms, attitude and behavioral intention. This
study has shown that social media influences not only trust but also
subjective norms. Subjective norms affect attitude and have a direct
impact on purchase decision. This study also discovers an interesting
fact that trust and attitude variables have an impact on behavioral
intention and purchase decision.
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Abstract

2. Background Theory
2.1. Service Quality

After a long period of constant growth rate of 8-9% per year,
world transportation demand decreased by 3% in 2009 and it is
estimated increase at an average annual rate of 6-7% in 2010s. WHL
was founded in 1965 and established an agent in Ho Chi Minh city
(HCMC) Vietnam in 1993. This research is conducted to help WHL
to improve service quality of outbound service. Service quality is still
a new concept to those who works in shipping lines services since it
has not been identified as a mandatory factor to increase
competitiveness. Most carriers are currently offering services at the
same level of price, transit time, equipment, etc. Thus offering a high
quality service is the best way for a carrier to differentiate itself from
its competitors in the market. The research aims to conduct an
assessment on service quality at Wan Hai Lines (WHL) outbound
services based on the SERVQUAL model, form of dimension-bydimension analysis. The outcome is the service quality of WHL
outbound services can be identified by three dimension(s): Empathy
and Responsiveness, Assurance, and Reliability. It would help
management to have an overall picture about the current service
quality, and to find solutions to improve service quality following the
recommendations.
Keywords: Wan Hai Lines, Service Quality, Outbound Services,
SERVQUAL, Dimension-to-Dimension.

Kotler et al. (1999) mentioned that a service is any activity or
benefit that one party can offer to another which is essentially
intangible and does not result in the ownership of anything. Service
quality is a highly abstract construct, where all the characteristics are
different from goods. Parasuraman et al (1988) proposed SERVQUAL
model in which service quality is a function of differentiating
between expectation and performance along with the quality
dimensions: Tangibles, Reliability, Responsiveness, Assurance,
Empathy:

Where:
SQj - Service quality of a dimension j
Eij - Expectations for an item and which relates to a dimension j
Pij - Perceptive performance for an item and which relates to a
dimension j
nj - The number of items for a dimension j
This research is a dimension-by-dimension analysis (Francis, 1995):
(P1 + P2 + P3 + P4/4)- (E1 + E2 + E3 + E4/4)).

1. Introduction

2.2. Service Quality in Shipping Industry

After a long period of constant growth rate of 8-9% per year,
world transportation demand decreased by 3% in 2009 and it is
estimated increase at an average annual rate of 6-7% in 2010s. WHL
was founded in 1965 and established an agent in Ho Chi Minh city
(HCMC) Vietnam in 1993. This research is conducted to help WHL
to improve service quality of outbound service.

Many researches have been done in the shipping industry using
SERVQUAL: Durvasula et al. (1999) did a survey in the ocean
freight shipping service, Vinh (2007) did a survey in maritime
transport in Vietnam, Chalermkiat and Thananya (2008) compare
customers’ perception towards service quality in shipping lines, Lobo
(2010) analyzed shippers' evaluations of the shipping line in
Singapore.

* Director of the Institute of Applied Economics, University of Finance
- Marketing, Ho Chi Minh City, Vietnam.
E-mail: khanhgiaohn@yahoo.com
** Head of Department of Science Administration, University of Finance
- Marketing, Ho Chi Minh City, Vietnam
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3. Methodology
The qualitative research was carried out by face-to-face interview,
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and a focus group. The outcome is the final questionnaire which
added other five items (Table 1). The 5 point Likert-scale
questionnaire was used for survey.

Table 2. Factors loading of 3 new dimensions
1

1
2
3
4
5

Items
Staff at an excellent carrier provides promptness in answering
telephone (less than three rings).
Staff at an excellent carrier provides documentation quickly and
correctly.
Assistance on closing time extension of excellent carrier is high.
Customers should be kept informed timely if there is any trouble
during transit time (ex: rotation, delay, requirement of shipper,
consignee…)
Shipments carried by an excellent carrier arrive at destination at
right time.

3

.762
.692
.663
.645
.611
.545

E23
E11
E26
E12
E25
E27
E18
E19
E17
E20
E7
E8

Table 1. Five more items added

Component
2

.812
.771
.711
.683
.855
.745

4.3. Gap between Customers Expectations and Perceptions

4. Data Analysis and Results

Table 3. Gap score analysis

Data were gathered from a sample of 196 respondents, 149 were
collected (72.4%), only 135 were used.

E23
E11

4.1. Responses Analyses
The overall mean value of 27 items of expectation is high, mean
value of all variables of perception is above average, figure 1 shows
the that, in general, the perception is smaller than expectation.

E26
E12
E25
E27

Tangibles

Expectation

5

E19

4
3

Empathy

2

E18

Perception

E17

Reliability
E20

1

E7
E8

Assurance

Responsiveness

1 = Strongly Disagree
5 = Strongly Agree

Factor
Gap score (P-E)
Factor 1: Empathy and Responsiveness
-0.76
Carrier has employees who give customers
-0.74
personal attention.
Staff at an excellent carrier provides service
-0.53
quickly and correctly.
Carrier should give customers individual attention.
-0.93
Staff at an excellent carrier always be willing to
-0.66
help customers.
An excellent carrier will have the customers’
-0.91
best interests at heart.
Carrier has working hour’s convenience.
-0.76
Factor 2: Assurance
-0.36
Customers of excellent carrier feel safe in their
-0.20
transactions.
Staff at an excellent carrier will be consistently
-0.33
courteous with customers.
The behavior of staff of excellent carrier will
-0.54
instill confidence in customers.
Staff at an excellent carrier has knowledge to
-0.38
answer customers’ questions.
Factor 3: Reliability
-0.53
Carrier performs the service right the first time.
-0.48
Carrier provides its service at the time it
-0.58
promises to do so.

The overall Gap scores of 12 attributes of service quality are all
negative, the dimension “Empathy and Responsiveness” has the largest
gap, the smallest is “Assurance”.

Figure 1. Expectation and perception of WHL’s customers
Table 4: Five highest gap scores

4.2. Exploratory Factor Analysis
The Principle component analysis and the Varimax rotation method
were used, three new factors were withdrawn from 15 variables;
KMO was 0.766 and the significant at .000, sample was suitable for
factor analysis. Besides, these items explained 56.642% of the overall
variance and Eigenvalues > 1.0 (Table 2).

Item
E26
E25
E27
E23
E12

Perception
3.3
3.32
3.3
3.59
3.85

Expectation
4.23
4.23
4.05
4.33
4.51

Gap score (P-E)
-0.93
-0.91
-0.76
-0.74
-0.66

From five highest gap score items in Table 4, WHL should
concentrate to improve these attributes of service.
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Table 5. Low gap scores
Item
E11
E7
E20
E19
E18

Perception
3.89
3.87
3.79
3.54
3.88

Expectation
4.41
4.36
4.17
3.87
4.08

Gap score (P-E)
-0.53
-0.48
-0.38
-0.33
-0.2

Table 5 encourage WHL to do better these service attributes.
Vinh, V. T. (2008). Service Quality in Maritime Transport:
Conceptual Model and Empirical Evidence, Asia Pacific Journal of
Marketing and Logistics, 20(4), 493-518.

5. Recommendations
Improving qualifications of employees:
Many items related to employees’ qualities E26, E8, E7 are
mentioned, thus improving qualification of staff would be the best
way to enhance performance as sales and customer services of WHL
contact customers directly.

Improve Selling skills:
Sales need to trained of the shipping industry, competitors,
company’s situation, company’s vision, mission and target, should be
sent to overseas offices to work for an assignment to gain experience
and skills.

Professional customer services:
Every staff member of WHL has to be good at customer services,
helpful and friendly with customers anytime, they should give their
customers individual attention so that they can meet customers’
demands, try their best to get customers’ supports.

Enhancing customers’ relationship:
Through interaction, company can gain more information of
customers’ needs, complaints and how to maintain customers’ supports
also enforce loyalty as well. Employees should always put themselves
in customers’ position and give customers individual attention with
their empathy and better understanding.

Increasing effective process:
WHL should suggest customers to provide documents in time to
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make Bill of Lading (BL) effectively and correctly. Then,
documentation section at WHL has to provide shipments’ information
to accounting department on the departure date so that draft invoice
can be sent to customers on time.

6. Conclusions
WHL managers need to recognize that “Reliability” has the
strongest influence on customers’ expectations, then come “Empathy
and Responsiveness” and “Assurance”. Therefore, board of managers
should spend time looking carefully at each of the three dimensions,
especially for the biggest gap between perceptions and expectations of
three dimensions as well. Then the recommendations were raised.
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Investment and Determinants of Investment Cash Flow Sensitivity
: Evidence from Privately Listed Chinese Firms
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Abstract
This study examines firm-level capital investment efficiency and
the determinants of investment cash flow sensitivity (CFS). Using
financial and ultimate ownership structure data from China, we show
that privately listed Chinese firms with high accounting quality tend
to increase investment expenditures and have underinvestment
problems. Previous studies have claimed that a positive relation exists
between investment and cash flow in China, but our results do not
support high investment-CFS caused by agency costs. By contrast, our
results suggest that firms with high investment-CFS may be highly
constrained financially. We also find that a negative relation exists
between investment opportunity and investment-CFS. In addition,
younger firms face higher investment-CFS.
Keywords: Accounting Quality, Investment-Cash Flow Sensitivity,
Kaplan-Zingales Index, Agency Problem.

1. Introduction
The determinants of a firm’s investment behavior are vital to
researchers of corporate finance. This is reflected in the high number
of studies investigating the relation of corporate investment to the
cash flows of individual firms. A widely held belief is that the cash
flow available to a firm is the principal determinant of its real
investments. The amount of internal funds and the problems
associated with obtaining additional external funds affect these
investments. The traditional view put forward by Fazzari et al. (1988)
suggests that investments undertaken by a firm facing severe
financing constraints are highly sensitive to its cash flows. Several
papers have supported their argument. However, several studies (e.g.,
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Kaplan & Zingales, 1997; Cleary, 2007) have found evidence to the
contrary: firms that are least financially constrained exhibit greater
than usual investment-cash flow sensitivity (CFS). Pawlina and
Renneboog (2005) find that investment-CFS results mainly from the
agency costs of free cash flow.
Chen et al. (2016) indicated that high state-ownership concentration
boosts overinvestment, whereas characteristics such as high proportion
of tradable shares, large board of supervisors, or high leverage
mitigate overinvestment. To investigate investment efficiency problems
in China, we apply empirical regressions; we consider the effects of
“the difference between ultimate owner control rights and their cash
flow rights” on accounting quality (AQ) for privately listed Chinese
firms. We use the measure of accounting quality proposed by
Dechow and Dichev (2002). We regress investment on AQ and
agency problems and find that firms with high AQ reduce their cost
of raising external capital and improve their firm investment
efficiency. We find a negative relation between investment
expenditures and “the difference between control rights and cash flow
rights” for cases with control rights higher than 10%. We find a
positive relation between investment and cash flow rights and is
consistent with the underinvestment hypothesis proposed by Wei and
Zhang (2008). We find that privately listed Chinese firms faced
underinvestment problems in the sample period 2005-2013. To
summarize, we find inefficiencies in Chinese investment.
Privately listed Chinese firms face financing constraints. We
consider whether overinvestment or financial constraints can lead to
high investment-CFS in China. Is CFS caused by agency costs or
asymmetric information? The present research discusses the relation
between financial constraints and CFS, and the relation between free
cash flow and CFS.

2. Literature Review and Hypothesis
The literature confirms the existence of a positive investment-CFS,
showing that it can be based on the agency cost of free cash flow or
financial constraints. The present paper empirically tests those two
hypotheses to verify the driving force of the sensitivity observed in
the sample. The overinvestment hypothesis proposed by Jensen (1986)
argues that managers tend to overinvest internally generated funds.
We follow the discussion of Wei and Zhang (2008). The
overinvestment problem is alleviated when ultimate owners have a
high level of cash flow rights, because their interests are more
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aligned with those of minority shareholders. Conversely, the
overinvestment problem is aggravated when there is a high level of
“the difference between the control rights and cash flow rights of
ultimate owners” because their interests are less aligned with those of
minority shareholders.
Wei and Zhang (2008) find underinvestment problem is aggravated
when ultimate owners have a high level of cash flow rights or when
there is little difference between the control rights and cash flow
rights of ultimate owners. The following hypothesis is derived from
this discussion:
Our hypotheses are as follows:
Hypothesis 1: If ultimate owners have a preference for
overinvestment resulting from the agency costs of free cash
flow, then the investment-CFS decreases as the level of
ultimate owner cash flow rights increases, and the CFS
increases as “the difference between ultimate owner control
rights and their cash flow rights” increases.
Hypothesis 2: If ultimate owners have a preference for
underinvestment resulting from asymmetric information
problems in the capital markets, then the investment-CFS
increases with ultimate owner cash flow rights, and it
decreases as “the difference between ultimate owner control
rights and cash flow rights” increases.
Hypothesis 3: A positive relation exists between financial
constraints and CFS in China; a Chinese firm with financing
constraints increases its CFS.
Hypothesis 4. A positive relation exists between free cash flow
and CFS in listed Chinese firms.

Table 1.
Independent variable

Column 1 Column 2
-10.09*** -6.12***
Constant
(-4.65)
(-3.19)
3.55***
2.43***
AQ
(5.67)
(4.38)
0.30***
0.28***
Market-to-book
(7.00)
(7.31)
0.66***
0.39***
LnSize
(4.45)
(2.92)
4.55***
-0.61***
Cash flow
(37.71)
(-3.08)
Cash flow × Cash flow
22.27***
rights
(31.00)
Cash flow × Divergence
Adjusted R²

0.04

0.53

Column 3
-5.27***
(-2.77)
3.09***
(5.64)
0.20***
(5.20)
0.35***
(2.69)
7.74***
(53.38)

-64.88***
(-32.10)
0.54

Column 4
-4.26**
(-2.34)
2.52***
(4.80)
0.22***
(5.95)
0.27**
(2.18)
3.40***
(12.29)
14.31***
(18.07)
-44.14***
(-19.65)
0.58

4. Concluding Remarks
The study of CFS elucidates the relation between firm internal
funds and investment expenditure. Various peer-reviewed articles have
studied investment-CFS in China. Results show a negative relation
between investment expenditure and the differences between the
largest stockholder’s control rights and their cash flow rights. Thus,
listed Chinese firms have problems with inefficient investments.
We find that high AQ decreases asymmetric information between
firm managers and stockholders and improves investment efficiency
and firms with high AQ reduce CFS. To determine the sensitivity of
investment to cash flow, we use a CFS measurement method
(Hovakimian, 2009), and find that the KZ index is a critical factor in
CFS models in China.

2. Methodology and Data
The present paper advances the literature in two ways. First, we
use unbalanced data from listed Chinese firms but do not use a
classification scheme. Second, Biddle and Hilary’s (2006)
investment-CFS regression for the United States considers AQ and
control variables by using 10-year rolling windows and within-country
testing during the 1975-2001 period (Biddle & Hilary, 2006); the
accounting and financial data come from the Compustat database. In
this study, the investment-CFS regression on AQ and control variables
uses 5-year rolling windows for the period of 2005-2013; its
accounting and financial data in 2001-2013 come from the Taiwan
Economic Journal database.

3. Results
Table 1 Results of the regression of investment expenditure on
AQ, market-to-book, cash flow, and the largest ultimate shareowner’s
ownership structures
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Abstract
The aim of this study is to investigate the herding of beta
transmission between return and volatility. We have used the dynamic
conditional correlation model with the mixed-data sampling
(DCC-MIDAS) model for the analysis. Evidence demonstrates that
herding is a key transmitter in Taiwan’s stock market. The significant
estimation of DCC-MIDAS explains the herding phenomenon is
highly dynamic and time-varying in herding behavior. By means of
time-varying beta of herding based on our rolling forecasting method
and robustness check of the Markov switching regression approach
using four types of portfolios, we find evidence of superior
forecasting ability of the model indicates that there are conditional
correlations between betas and herding. The evidence also reveals
herding formation in Taiwan’s markets during the subprime crisis
period.
Keywords: Herding, DCC-MIDAS, Time-varying, Subprime Crisis,
Markov Switching.

1. Introduction
Herding tend to imitating the actions of others, instead of
following their own beliefs and private information, even when they
disagree with the predictions (Christie & Huang, 1995). In other
words, herding is the phenomenon of the volatility clustering and
time-varying characteristics in financial data. The question of whether
herding behavior should be considered as the beta forecasting among
stock markets.
Most studies investigate the existence of herding effects or focus
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on the impacts of analysts and firms’ characteristics, while few papers
empirically examine herding risks and volatility characteristics, such
fat-tails existing in asymmetric information during the financial crisis.
It is difficult to predict investors’ sentiment and herding but relatively
easy to observe market volatility which raises by herding. Herding
behavior can be either rational or irrational (Devenow & Welch,
1996; Bikhchandani & Sharma, 2001).
In this paper, we adopt the dynamic conditional correlation model
with the mixed-data sampling (DCC-MIDAS) model for four
portfolios and attempts to forecast during the subprime financial crisis.
We focus on the DCC-MIDAS GARCH model, since it can allow
observations of beta-herding to be more fit and reflect more important
information, including time-serious information, which implies
volatilities and provides more real information on herding behavior.
Our data set consists of different frequency return data including
daily, weekly and monthly return, four types of portfolios including
large, small, growth and value portfolios, and then the cross-sectional
absolute deviation (CSAD) is calculated for herding indicator
proposed by Christie and Huang (1995). More specifically, we also
consider that size, book-to-market, and momentum (Fama & French,
1995, 1996; Carhart, 1997) to estimate the herding reaction to
fundamental information.
This study aims at investigating the beta-herding transmission
between returns and volatility. In summary of our results, the
significance of DCC-MIDAS estimates explains that the existence of
herding is highly dynamic and time-varying in herding behavior.

2. Literature Review and Hypothesis
Research on herding behavior for financial markets is important.
The occurrence of herding behavior will lead investors to over
(under) valuation; moreover, it will affect the quality of risk
management and estimation of performance. Bikhchandani et al.
(1992), Scharfstein and Stein (199), and Devenow and Welch (1996)
have developed a lot of theoretical models for herding behavior.
Empirical studies have mainly focused on the existence of herding
behavior among fund managers and financial analysts (Lakonishok et
al., 1992; Wermers, 1999; Welch, 2000).
Herding is often used to describe the correlation resulting from
interactions between investors. For instance, Chiang et al. (2007) find
that the contagion effect takes place in the early stage of the Asian
financial crisis and that herding behavior dominates the later stage of
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the crisis, as the bad news becomes widespread and investors realize
the full impact of the crisis. Since the co-movement in emerging
stock markets occurs during high volatility periods, international
investors are following decisions of others due to contagion (Boyer et
al., 2006). Some papers focus on examining herding behavior for the
correlation dispersion in stock returns in response to the changes in
market conditions. Chang et al. (2000) find significant evidence of
herding in South Korea and Taiwan and partial evidence of herding
in Japan. Zhou and Lai (2009) observe that the herding activity in
the market of Hong Komg tends to be more prevalent with small
stocks and that investors are more likely to herd when selling rather
than buying stocks. Tan et al. (2008) report that herding occurs under
both rising and falling market conditions and is especially present in
A-share investors.
Some papers discuss the herding on cross-country variations in
market-level stock volatility. Forbes and Rigobon (2002) ﬁnd that ﬁ
nancial markets are somehow interdependent during high volatility
periods. Chiang et al. (2007) ﬁnd signiﬁcant evidence of
co-movements among various stock markets during the ﬁnancial
turmoil at the later stage of the Asian crisis. Klein (2013)
examines time-varying herding in stock market using a Markov
switching seemingly unrelated regressions model to analyze different
dynamics during times of high and low volatility, and model the
correlation between the markets.
Hwang and Salmon (2004) propose a measure of herding that
allows time variation in herding behavior. Their method is based on
the assumption of time-varying monthly betas. Results for the United
States and South Korea show a tendency of herding to mitigate, or
even become adverse during periods of turmoil, for example, the
Asian and Russian financial crises as well as the tech bubble of the
early 2000s (Bohl, 2013). Hwang and Salmon (2009) put forward a
testable model that incorporates the effect of investor sentiment.

3. Results
Table 1. Results of the maximum likelihood estimation of the
DCC-MIDAS model between the CSAD and market returns during
the full and subprime crisis periods.
Table 1.
Variable

A
B
Omega
AIC

Full period
Cov(Raw return & CSAD)
of DCC-MIDAS
Tw return
0.2907***
(0.0233)
0.6717***
(0.0206)
-0.0207****
(0.0148)
-14.1036

Subprime crisis period
Cov(Raw return & CSAD)
of DCC-MIDAS
0.02636***
0.9611***
0.7845***
-13.1423

(0.0771)
(0.0099)
(0.0327)

4. Concluding Remarks
This paper contributes to the literature in two main ways. First,
we forecast the time-varying beta of herding of the four styles of
portfolios during the crisis. Second, as advocated by previous studies,
we provide an extended comparison between the forecasting ability of
the GARCH model and the rolling forecast procedure. Also, we
provide a comparison of the forecasting results of herding between
the full and subprime crisis periods. In this manner, it can be seen
which model provides the best forecast during long-run and volatile
periods. This is the unique contribution of the paper to the literature
- taking into consideration the use of the DCC-MIDAS approach and
the rolling method of forecasting.

References
2. Methodology and Data
All data are obtained from the Taiwan Economic Journal (TEJ)
database. As stated in Colacito et al. (2011), the DCC-MIDAS model
* −1/2

* −1/2

*

is generally described as: Rt = (Qt ) Qt (Qt ) ; Qt = diagQt
Where residuals are assumed to be normally distributed and the
elements in Qt are expressed as follows:

qi , j ,t = ρi , j ,t (1 − a − b) + a ξi ,t −1ξ j ,t −1 + bqi , j ,t −1

(5)

K cij

ρi , j ,t = ∑ ϕl (ωrij ) ci , j ,t −1

(6)

l =1

ci , j ,t −1 = ∑ k =t − N ij ξi ,k ξ j,k (
t

c

∑

t
k =t − N cij

ξ i2,k

∑

t
k =t − N cij

K cij is the largest lag-length determined by AIC.

ξ j,2k )

(7)

Boyer, B. H., Kumagai, T., & Yuan, K. (2006). How do crises
spread? Evidence from accessible and inaccessible stock
indices. The Journal of Finance, 61(2), 957-1003.
Bikhchandani, S., & Sharma, S. (2000). Herd behavior in financial
markets. IMF Staff Papers, 47(3), 279-310.
Carhart, M. M. (1997). On persistence in mutual fund
performance. The Journal of Finance, 52(1), 57-82.
Christie, W. G., & Huang, R. D. (1995). Following the pied
piper: Do individual returns herd around the market?.
Financial Analysts Journal, 51(4), 31-37.
Chiang, T. C., Jeon, B. N., & Li, H. (2007). Dynamic correlation
analysis of financial contagion: Evidence from Asian
markets. Journal of International Money and Finance,
26(7), 1206-1228.
Devenow, A., & Welch, I. (1996). Rational herding in financial
economics. European Economic Review, 40(3-5), 603-615.
Fama, E. F., & French, K. R. (1995). Size and book‐to‐market
factors in earnings and returns. The Journal of Finance,
50(1), 131-155.
Forbes, K. J., & Rigobon, R. (2002). No contagion, only

Yi-Chang Chen, Cong Huang, Chunxiu Qiu, Yantong Jin, Xinyi Ma / 14TH INTERNATIONAL CONFERENCE 153-155

interdependence: measuring stock market comovements.
The Journal of Finance, 57(5), 2223-2261.
Huang, Y., Su, W., & Li, X. (2010, November). Comparison of
BEKK GARCH and DCC GARCH models: an empirical
study. In International Conference on Advanced Data
Mining and Applications (pp. 99-110). Springer, Berlin,
Heidelberg.
Klein, A. C. (2013). Time-variations in herding behavior: Evidence
from a Markov switching SUR model. Journal of

155

International Financial Markets, Institutions and Money,
26, 291-304.
Scharfstein, D. S., & Stein, J. C. (1990). Herd behavior and
investment. The American Economic Review, 465-479.
Wermers, R. (1999). Mutual fund herding and the impact on stock
prices. The Journal of Finance, 54(2), 581-622.
Zhou, R. T., & Lai, R. N. (2009). Herding and information based
trading. Journal of Empirical Finance, 16(3), 388-393.

Yi-Chang Chen, Mao-Feng Kao, Hui-Cheng Yu, Yuwen Yang, Yixuan Fu / 14TH INTERNATIONAL CONFERENCE 157-159

157

An Inverted U-shaped Relationship between Information Transparency and
Idiosyncratic Risk
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Abstract
Prior literature indicates that the endogeneity problem exists
between information transparency and idiosyncratic risk, and that the
results of the impact of transparency on risk are still inconclusive.
This study attempts to employ a simultaneous equation model to
investigate the non-linear relationship between information transparency
and idiosyncratic risk. The variables of firm’s information
transparency are drawn from the “Annual Report on China’s
Companies’ Public Transparency” published by the China Social
Science Academic Press. The finding indicates that an inverted
U-shaped relationship exists between information transparency and
idiosyncratic risk. The empirical result of the non-linear relation not
only confirms the disclosure theory that the relationship between
information transparency and idiosyncratic risk is negative, but also
explains the inconsistent evidence in previous research.
Keywords: Information Transparency, Idiosyncratic Risk, Non-Linear
Relation, Simultaneous Equation, Disclosure Theory.

1. Introduction
The practice and academia have concerned more information
transparency (henceforth transparency) and firm risk. From the risk
management viewpoint, transparency is closely relevant to firm risk.
Moreover, in a corporate governance perspective, transparency aims to
reduce information asymmetry, which in turn decreases firm risk. The
disclosure theory also points out that information asymmetry is
positively related to the volatility of the enterprise (i.e. firm risk)
(Dennis, 1987; Kim & Verrecchia, 1994). In other words, a negative
relationship between transparency and risk is theoretically supported.
However, previous research has shown inconsistent results.
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Lin et al. (2014) and Kuranchie-Pong et al. (2016) find that the
association between transparency and firm risk is positive, while
Bushee and Noe (2000), Jiang et al. (2009), and Lee et al. (2015)
indicate that transparency is negatively related to risk. A possible
explanation for the mixed empirical findings is that a non-linear
relationship may exist between information disclosure and firm risk,
which is consistent with a recent development of the micro-economic
theory (Manasakis et al., 2014). A non-linear relationship between
transparency and firm risk is also in line with economic intuition.
However, few studies examine whether a non-linear association exists
between transparency and firm risk. In addition, previous literature
(Lin et al., 2014) shows an existence of endogeneity issue between
information transparency and firm risk.
This study adopts a simultaneous equation model to solve the
possible endogeneity problem between transparency and risk.
Furthermore, we collect the data regarding information transparency
by hand from the “Annual Report on China’s Companies’ Public
Transparency” published by the China’s Social Science Academic
Press. The empirical findings indicate that the relationship between
transparency and firm risk is significantly negative, and is an
inverted-U curve. In short, there is a non-linear relationship between
transparency and firm risk. In addition, we also find that control
variables are all significant, except for the result of ROA.

2. Literature Review
The information disclosure policy has a positive effect on an
enterprise’s future value (Dye, 1985). That is, enhancing the quality
of information disclosure will bring an enterprise the reputation or
prestige (Certo, 2003), and the positive benefits (Mishra & Suar
2010). However, an enterprise may merely release good news and
withhold bad news (Verrecchia, 1983; Dye, 1985; Dennis, 1987), or
disclose both private and non-private information (Dye, 1985), all of
which are not essentially different in economics (Dye, 1985).
Therefore, information asymmetry occurs, leading to an increase in
firm risk. In addition, the disclosure theory also indicates that failing
to disclose information by the manager does not cause a moral
hazard problem. In short, the theory suggests that a full information
disclosure can increase the firm value and lower firm’s cost of
capital. From the view of enterprise risk management, the more
information a company releases, the lower the idiosyncratic risk (i.e.
firm risk) it will have.
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However, the findings of prior studies are mixed. Jin and Myers
(2006) show that there is a significantly negative association between
corporate governance and risk. Similarly, Lin et al. (2014) argue that
the effect of information transparency on idiosyncratic risk is
significantly positive. In addition, Kuranchie-Pong et al. (2016) study
the association between information disclosure and risk in the Ghana’s
banking sector, and they find that it is significantly positive. In
contrast, Bushee and Noe (2000) and Jiang et al. (2009), find that if
a company’s information disclosure quality is lower, its idiosyncratic
risk will be higher. Likewise, Lee et al. (2015) point out that a
company with worse information transparency has higher idiosyncratic
risk. Moreover, using a sample of Taiwanese listed firms, Yu and
Wu (2015) find that the impact of transparency on firm risk is
significantly negative.
We consider a mutual influence and a non-linear relationship
between transparency and risk, which leads to the following
hypothesis:

Table 1. The results of the non-linear simultaneous equation model
Variable

RISK

α1

2.019

(2.827)***

β1

-0.993

(-1.651)*

β2

0.272

(2.444)**

β3

-0.979

(-1.931)*

β4

-6.632

(-2.352)**

INFO

α2

-0.279

(-2.931)***

γ1

-0.003

(-2.126)**

γ2

0.079

(5.276)***

γ3

0.205

(2.840)***

0.266

(0.644)

γ4
2

Adj. R
Obs.

0.040
181

0.304
181

Note: ***p< 0.01, **p< 0.05, *p< 0.1.

Hypothesis: The mutual impact between information transparency
and firm risk is negative and non-linear.

4. Concluding Remarks
2. Methodology
This study explores whether the non-linear relationship exists
between transparency and idiosyncratic risk. Previous literature (e.g.
Lin et al. 2014) indicates that there is an endogeneity problem
between transparency and idiosyncratic risk. Therefore, we first try to
add a square of the transparency and idiosyncratic risk in the
simultaneous equation model in order to address the endogeneity
problem. The model is as follows:
⎡ RISK i ,t = α1 + β1 INFOi2,t + β 2 SIZEi ,t + β3 LEVi ,t + β 4 ROAi ,t + ui ,t ⎤
⎢
⎥
2
⎣⎢ INFOi ,t = α 2 + γ 1 RISK i ,t + γ 2 SIZEi ,t + γ 3 LEVi ,t + γ 4 ROAi ,t + vi ,t ⎦⎥ (1)

where RISK is idiosyncratic risk (i.e. firm risk) from Eq. (1);
INFO is information transparency; SIZE is the company size
measured by the natural logarithm of operating revenues; ROA is the
firm value; LEV is the debt ratio.

3. Results
We find that the relationship between transparency and RISK is
significantly negative in the non-linear model. The result supports our
hypothesis, showing that the relationship between transparency and
RISK is not simply linear, and is an inverted-U curve. The empirical
finding explains why there are inconsistent results among previous
studies. In addition, we find some interesting results that the effect of
ROA on RISK is negative, and that the effect of ROA on INFO is
positive. The finding implies that the higher the IT, the higher the
firm value, and the lower the firm risk.

Previous studies on the relationship between information
transparency and firm risk have documented mixed results, which is
not consistent with the disclosure theory. Furthermore, there is an
endogeneity problem between information transparency and
idiosyncratic risk. The findings indicate that there is an inverted
U-shaped and significantly negative relationship between information
transparency and firm risk, which explains the inconsistent results
from previous research.
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Abstract
The research case documents redesign of the workspace and office
environment, thematically termed as servicescape and impact on
customer happiness at the Knowledge and Human Development
Authority (KHDA) – the apex regulator of schools, higher education
and professional training institutions in Dubai. Servicescape or service
setting, is a model developed by Booms and Bitner (1981) to
emphasize the impact of the physical environment in which a service
process takes place’. First introduced in 1981 by Mary Jo Bitner a
prolific proponent of service management and marketing through
atmospherics, (see bibliography below), the concept of servicescape
still attracts a diverse range of research studies, applications, contexts,
cases, empirical surveys and simulations and books and monographs.
KHDA was established in 2006, with a mission to develop the
education and human resource sectors in the Dubai emirate to the
level of international standards and best practice. Over the years,
KHDA has launched a variety of quality and excellence initiatives to
help transform Dubai's private education sector through collaboration.
The research case analyzes the mission and vision of the KHDA and
its approach to delight the stakeholders and traces the impact to the
totality of the ambiences and physical environment in which the
service occurs.
Keywords: Servicescape Modelling, Government Services, KHDA,
Customer Happiness Formula, Employee Happiness

Booms and Bitner (1981) defined servicescape as "the environment in
which the service is assembled and in which the seller and customer
interact, combined with tangible commodities that facilitate
performance or communication of the service".
Servicescape includes the facility's exterior (landscape, exterior
design, signage, parking, surrounding environment) and interior
(interior design and decor, equipment, signage, layout) and ambient
conditions (air quality, temperature and lighting). Figure-1 showcases
the integrative framework of Bitner’s Servicescape model (1992):

Figure 1. An Integrative Framework

1. Introduction

2. The Servicescapes

First introduced in 1981 by Mary Jo Bitner a prolific proponent of
service management and marketing through atmospherics, the concept
attracts a diverse range of research studies, applications, contexts,
cases, empirical surveys and simulations and books and monographs.

Servicescape is nestled in the field of environment psychology.
Environmental psychologists investigate the impact of spatial
environments on behavior. Emotional responses to environmental
stimuli fall into three dimensions; pleasure, arousal and dominance
(Donovan & Rossiter, 1982). According to them, emotional state is
thought to mediate the behavioral response, namely approach or
avoidance behavior towards the environment. Architects and designers
can use insights from environmental psychology to design
environments that promote desired emotional or behavioral outcomes.
Pleasure–displeasure refers to the emotional state reflecting the
degree to which consumers and employees are satisfied with the
service experience.
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of the Board of Directors and Director General of the Knowledge
and Human Development Authority (KHDA) Dubai, UAE.
** President, MENA College of Management, Dubai, UAE.
E-mail: president@mcm.ac.ae
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Center, MENA College of Management, Dubai, UAE.
E-mail: mohan.agarwal@mcm.ac.ae
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Arousal–non-arousal refers to the emotional state that reflects the
degree to which consumers and employees feel excited and
stimulated.
Dominance–submissiveness refers to the emotional state that reflects
the degree to which consumers and employees feel in control and
able to act freely within the service environment. Figure-2 below
showcases a basic model of the environmental psychology:

Figure 2. A Basic Environmental Psychology Model.

Government of Dubai, United Arab Emirates. It oversees the private
education sector in Dubai, including early childhood education centers,
schools, higher education providers, and training institutes. KHDA
publishes ratings and ranking of the inspected school in Dubai on its
website and in the Dubai School Inspections Bureau (DSIB) Annual
Report. It has an agreement with the Department of Education and
the UK Government to inspect British schools in Dubai.. KHDA
views itself as the guardian and facilitator of operational quality,
excellence, holistic learning, and warm welcoming home of happiness
for its stakeholders.
The servicescape reengineering at the KHDA integrates the power
of Servicescapes in services industries with the national mission and
formula for customer happiness. Dr. Abdulla Al Karam, Chairman of
the Board of Directors and Director General of the Knowledge and
Human Development Authority (KHDA) lead a huge initiative and a
series of reengineering Servicescapes towards building a happy work
environment for employees and customers through a range of
initiatives and policies. Figure-4 below showcases glimpses of the
KHDA Servicescapes.

3. Customer Happiness Formula
The UAE Government is positioning and rebranding recently to
become one of the happy counties to live, work and experience. In
2016, the UAE government launched ‘Customer Happiness Formula’
as a new initiative to enrich the happiness and positivity
by
providing employees in customer happiness centers with a range of
tools and values that will enable them to implement the government's
initiatives in achieving happiness and positivity. The Customer Service
Charter drives forward the formula which includes three main
elements: Employees who take pride in providing excellent
government services; Government entities dedicated to make customers
happy, Positive, and proactive customers. The Minister of State for
Happiness and Director General of the Prime Minister’s Office has
assured that ‘happiness is a journey focused on all segments of the
UAE society:

Figure 4. Glimpses of Servicesesapes at KHDA

5. The Case Research Method and Outcomes
Yin (1984) defined case study research method as an empirical
inquiry that investigates a contemporary phenomenon within its
real-life context; when the boundaries between phenomenon and
context are not clearly evident; and in which multiple sources of
evidence are used (Yin, 1984, p. 23). Expanding similarly on the
importance and challenges in case research method, Stake (1995)
proposed the following steps:
Figure 3. The Essence of the ‘Customer Happiness Formula’

4. Knowledge and Human Development Authority
(KHDA)
Knowledge and Human Development Authority (KHDA) is the
educational quality assurance and regulatory authority of the

a. Determine and define the research questions
b. Select the cases and determine data gathering and analysis
techniques
c. Prepare to collect the data
d. Collect data in the field
e. Evaluate and analyze the data
f. Prepare the report
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We also drew upon their work for our research and present an
integration of filed data collection, available documentation and focus
group insights to script the case and seek to structure rich
decision-making and discussion on the following case elements:
1.
2.
3.
4.
5.
6.

The Concept of servicescape
The ‘Customer Happiness Formula’ of the UAE Government
The Strategic Role of KHDA
Rationale for servicescape reengineering at KHDA
Implementation of the servicescape reengineering at KHDA
Impact Survey of the two KHDA stakeholders - employees and
visitors
7. The Way Forward – key challenges and opportunities
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A Study on the Dynamic Relationship between Cultural Industry and Economic Growth
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Abstract

2. Literature Review

This paper attempts to explore the dynamic relationship between
cultural industry and economic growth. On the grounds of
Cobb-Douglas production function, the cultural industry is regarded as
a determinant to impact economic growth. Meanwhile, the quarterly
datum form the first quarter of 2000 to the fourth quarter of 2017
are employed to conduct an empirical analysis under the vector error
correction model. Furthermore, a menu of statistic approaches will be
used to testify the dynamic relationship between cultural industry and
economic growth. Via the Johansen co-integration test, the results
report that the cultural industry has a positive effect on economic
growth. Through the vector error correction estimation, the results
also report that the cultural industry also has a positive effect on
economic growth, but less than that of the Johansen co-integration
test.

Zheng (2012) finds that the cultural industry of Zhejiang province
has a good correlation and ripple effect, which can drive the
development of related industries. Ager and Brückner (2013) find that
increases in cultural fractionalization significantly increase output,
while increases in cultural polarization significantly decrease output.
Bălan and Vasile (2015) find that both the direct effects and indirect
effects of culture industry on economic development are analyzed.
Nagimova, Zainullina and Bulatov (2015) figure that the cultural
industry is a vital factor that promotes the economic growth. Boccella
and Salerno (2016) draw a clear picture of creative and cultural
industries and of the creative economy, as driving factors of
economic growth and local development. Ochoa and Ramírez (2018)
find that the cultural industries improve the development of the
regional and local economy.

Keywords: Cultural Industry, Economic Growth, Cobb-Douglas
Production Function, Vector Error Correction Model.

1. Introduction
The objective of this paper is to explore the dynamic relationship
between cultural industry and economic growth. On the grounds of
Cobb-Douglas production function, the cultural industry is regarded as
a determinant to the impact economic growth. The real GDP is
treated as an independent variable. The capital input, the labor input
and the total input of cultural industry are treated as dependent
variables. Furthermore, a menu of statistic approaches such as the
Augmented Dicky-Fuller test, the co-integration test, the Granger
causality test and the vector error correction estimation will be used
to testify the dynamic relationship between cultural industry and
economic growth. The findings of this paper exhibit that both in the
long run and short run, the cultural industry has a positive effect on
economic growth. However, the performance of cultural industry to
drive economic growth is more significant than that of long-run
performance.

* Doctoral Student, International Trade Department, Commercial College,
Chonbuk National University, Korea. E-mail: 1293647581@jbnu.ac.kr

3. Research Methods
The new Cobb-Douglas production function with the element of
cultural industry gives:

Y = A(t ) Lα K β CI γ µ

(1)

Where Y , A(t ) , L , K , α and β are the same as the equation
(1) mentioned. CI represents the input element of cultural industry.
γ represents the output elasticity of cultural industry.
Conducting the logarithm on the both sides of equation (2) gives:

log Y = log A(t ) + α log L + β log K + γ log CI + μ

(2)

More generally, the equation (3) can be rewritten:

log Yt = C + α log Lt + β log K t + γ log CI t + μ t

(3)

The equation (4) is called the new Cobb-Douglas production
function with the element of cultural industry. According to the value
of γ , the relationship between cultural industry and economic growth
can be confirmed.
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log GDPt = 0.555 log CI t + 6.086 log Lt − 0.413 log K t

4. Empirical Analysis

(4)

Equation (4) indicates the long-run relationship among log GDP ,
log L , log K and log CI . It can be conclude that the log CI and

4.1. Unit Root Test

the log L has a positive effect on log GDP . the log K

In this paper, the Augmented Dicky-Fuller test will be employed
to test the stationarity of all variables. Table 1 shows the results of
unit root test.

has a

negative effect on log GDP . More specifically, 1% increase in log CI
will result in 0.555% increase in log GDP . 1% increase in log L
will lead to 6.086% increase in log GDP . 1% increase in log K will
bring about 0.413% decrease in log K .

Table 1. Unit Root Test
1% test
5% test
10% test
critical value critical value critical value

Variable

t-Statistic

Prob.

log GDP

-1.366

-3.533

-2.906

-2.591

0.594

log L

-2.570

-3.527

-2.904

-2.589

0.104

log K

-0.809

-3.533

-2.906

-2.591

0.810

log CI

-1.202

-3.533

-2.906

-2.591

0.669

Δ log GDP

-10.896

-3.529

-2.904

-2.590

0.000

Δ log L

-4.381

-3.540

-2.909

-2.592

0.001

Δ log K

-3.020

-3.533

-2.906

-2.591

0.038

Δ log CI

-16.697

-3.529

-2.904

-2.590

0.000

Note:

4.3. Granger Casualty Test
The Granger causality test will be sued to test the causality
relationship among them. The results shows in Table 4.
Table 4. Pariwise Granger Causality Tests
lags

5

Δ denotes the first difference operator.

Table 1 exhibits that all of them are non-stationarity at their
levels. After performing the first difference, they become stationary
under 5% significant level.

4.2. Cointegration Test

5

5

The Johansen co-integration test will be employed in this paper to
conduct a co-integration relationship among log GDP , log L , log K
and log CI . The results of Johansen co-integration test exhibit in
Table 2.

Null Hypothesis

log CI does not Granger Cause
log GDP
log GDP does not Granger Cause
log CI
log K does not Granger Cause
log GDP
log GDP does not Granger Cause
log K
log L does not Granger Cause
log GDP
log GDP does not Granger Cause
log L

Obs F-Statistic

Prob.

3.115

0.015

0.866

0.510

3.107

0.015

4.571

0.001

1.562

0.186

0.181

0.967

67

67

67

Table 4 reports the results of Granger casualty test. There is an
unidirectional causality relationship from log CI to log GDP . It means
that the past value of log CI can be used to predict the value of

Table 2. Unrestricted Cointegration Rank Test
Trace
0.05
Prob.**
Statistic Critical Value
r = 0*
0.987
332.223
47.856
0.000
Max-Eigen
0.05
Hypothesized No. of CE(s) Eigenvalue
Prob.**
Statistic Critical Value
r = 0*
0.987
301.498
27.584
0.000
Hypothesized No. of CE(s) Eigenvalue

Note: 1) Cointegration test indicates 1 cointegrating eqn(s) at the 0.05 level.
2) *denotes rejection of the hypothesis at the 0.05 level.
3) **Mackinnon-Haug-Michelis (1999) p-values.

Table 2 shows that the co-integration relationship among them
exists. Table 3 shows the coefficients of co-integrated equation.
Table 3. Coefficients of Co-integrating Equation
Variable

log GDP

log CI

log L

log K

Coefficient

1.000

0.555
(0.050)

6.086
(1.284)

-0.413
(0.051)

log GDP . However, the past value of log GDP can not be used to

predict the current value of log CI ; There is a bilateral causality
relationship between log K and log GDP . It means that the past
value of log K and log GDP can be used to predict the current value
of log K and log GDP respectively; There is no causality relationship
between log L and log GDP . It means that the past value of log L
and log GDP can not be used to predict the current value of log L
and log GDP respectively. This sector is also in keeping with the
co-integration test.

4.4. Vector Error Correction Model
The vector error correction model gives:

Δ log GDPt = βΔ log CI t + δΔ log Lt + ηΔ log K t + λecmt −1 + ε t (5)

Note: Standard error in parentheses.

Where ecmt −1 is the error correction term.
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Via the estimation, the specific equation gives:

Δ log GDPt = 4.587Δ log CI t + 0.217Δ log Lt - 3.080Δ log K t
+ 1.412ecmt −1 + ε t

(6)

167

error correction estimation show that there is a short-run relationship
between cultural industry and economic growth. Specifically, the
cultural industry has a positive effect on economic growth, but less
than that of Johansen co-integration test.

Equation (6) is the short-relationship among log GDP , log L ,
log K and log CI . It can be observed that Δ log CI t and Δ log Lt
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A Study on the Development Strategy of the Taiwan Beauty SPA Industry
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Abstract
This study focuses on the future development strategy of Taiwan
beauty SPA industry. The analysis is based on the PEST analysis of
external environment, five forces analysis of internal industry, SWOT
analysis of dealer K and in-depth interviews with senior executives of
distributors. The results indicate that under the trend of the pursuit of
health care, the products of the beauty industry are primarily healthy
and environmentally friendly, naturally organic certificated, cosmetic
beauty and natural non-toxic biotechnology products. In response to
the advent of the era E, beauty SPA industry should make good use
of digital platform marketing functions and establish beauty APP
application software. At the same time, the beauty SPA industry can
also use the e-commerce channel to carry out the business model of
clicks and mortar to create greater economic benefits. The beauty
SPA industry should integrate alliances with its peers to develop new
customers and to innovate their revenue structure. Based on the
results of this study, this research hopes to help the beauty SPA
industry and individual companies to find the most suitable
development strategies so as to enhance the competitiveness of the
beauty SPA industry.
Keywords: Beauty SPA, PEST, Five Forces, SWOT, In-Depth
Interview

1. Introduction
The beauty spa industry has progressed from early basic skincare
maintenance to full-body maintenance such as beauty spa
aromatherapy, which has made beauty consumption a very large
consumption force in modern society. In order to maintain
competitiveness and create opportunities for sustainable business, the
beauty service industry should implement innovative business models
and integrate its internal resources. In addition, how to integrate the
technological online marketing platform to find a competitive

* Graduate Student, Graduate School of Department of Cosmetic
Science, Vanung University, New Taipei City, Taiwan, R.O.C.
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advantage in this coveted beauty industry and continue its business
model of sustainable development is an important issue. However, to
our best knowledge, it is rare to discuss the overall market analysis
of beauty spa industry from the perspective of dealers. Therefore, this
study attempts to use this as a basis to explore and analyze the
beauty spa industry.
This study intends to analyze the internal and external environment
of the beauty spa industry, analysis of advantages and disadvantages
of case company, and in-depth interviews with experts through case
studies and in-depth interview analysis, and to find the optimal
development strategy and direction for the Taiwan beauty spa industry
and case company.

2. Literature Review
There are four research methods used in this study to analyze the
beauty spa industry, including the PEST model (Cheng & GongYan,
2010), the five-force analysis model (Jiang et al., 2003; Huang, Xu,
& Hong, 2016; Wang, Lai, & Huang, 2016), the SWOT analysis
model (Jia, 2017), and the expert in-depth interview method (Aitken,
2016; Bulgarelli et al., 2016; Song, 2016; Wu & Chen, 2016; Yang
et al., 2016; Xu, Lu, & Wang, 2017; Lv, 2017; Dong, 2017）.

3. Internal and External Environmental Analysis of
Taiwan Beauty SPA Industry and the Case Company
3.1. PEST Analysis of Taiwan Beauty SPA External
Industry Environment
This study will focus on political (P), economic (E), social (S),
and technological (T) factors, and analyzes Taiwan beauty spa
industry and summarizes its results in Table 1.
Table 1. PEST Analysis of Taiwan Beauty SPA Industry






Political
Accession to WTO
Tax cessation, tariff reduction
Fair Trade Act
Environmental awareness rises
The government promotes the
biomedical industry








Economic
GDP rises and living standards
increase
export growth rate of cosmetics
products exceeded 12% during
2007-2015
The average growth rate of
Taiwan cosmetics industry in
2009-2014 is 7%
The average annual export of
cosmetics to China is 30.8%
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Social
Reduction of the age group
using the products
Increased knowledge level
Low birthrate, population
aging gradually






Technological
Electroniclizatio and globalization
of an enterprise
Biochemical research technology
Nano R&D Technology
Knowledge Network Information

conduct group buying, purchase standardized products, and have a
low conversion cost, they will have stronger bargaining power than
that of the manufacturers.

3.3. SWOT Analysis of the Case Company

3.2. Five Forces Analysis of Taiwan Beauty SPA Internal
Environment

The SWOT Analysis of the Case Company in Taiwan beauty spa
industry is summarized in Table 2.

Michael Porter pointed out that competitiveness is the only core of
business success or failure, and that companies must compete under
the threat of five forces in the structure of industrial competition. The
threat of five forces for Taiwan beauty spa industry is analyzed as
follows:

Table 2. SWOT Analysis of the Case Company





Threat from Existing Competitors:
The homogenization of beauty spa market is very serious. Many
existing competitors have similar resources and strengths, and each
beauty salon has its own merits, creating a very fierce competitive
situation. The competition is mainly reflected in the following aspects:
competition in price, service quality; and in branding and publicity.

Threat of New Entrants:
Since the beauty industry has large development space, high
profits, few policy restrictions, low capital requirements, and short
lead times, its barriers to entry are not strong. This has also caused
the beauty industry of variable quality at all levels. There are
numerous beauty salons in the streets, causing increased competition,
reduced profits, and even possible adverse competition among
industries. Thus, there exists a negative impact on the sound
development of the beauty industry.

Threat of Substitute Products:
The major role of beauty products lies in the maintenance,
desalination and repair functions. It takes a long time to achieve
significant improvement. In addition, with the rapid advancement of
science and technology, improving the appearance of the skin through
some assistive beauty devices may soon become a reality. At present,
there are several substitute products that have emerged in the beauty
industry: cosmetic tools of cosmetic brands enable people to perform
simple cosmetic treatments at home; sports health care is a green,
environmentally friendly way of health.

Threat of Suppliers’ Bargaining Power:
As the suppliers of the beauty industry joined some of the more
well-known brands, they have a solid market position and the
company is not controlled by the fierce competition in the beauty
market. On the other hand, there are many buyers of beauty industry
suppliers' products. Therefore, beauty salons have lower bargaining
power for suppliers.

Threat from Buyers’ Influence:
The buyers’ influence to the industry is to drive down commodity
prices and strive for higher quality and more services. If a buyer can















Internal
Strengths
More complete organization of
enterprise development /
leadership team
High mobility of cross-domain
support / support for industrial
competition
Familiarity with the advantages
of network platform
Innovative management / Vision
communication
Rejuvenation of organizational
members / Innovation capability
The average educational level of
the members is higher
External
Opportunities
Internet business of e-commerce
channel
Development of integrated clicks
and mortar channels / capital
Internationalization strategy of
importers and exporters /
exchange rate
Product R&D department /
Product business opportunity
Development of China market /
Competitive advantages of the
industry
Managers have a keen strategy

analysis






Weaknesses
Professionals are hard to
maintain/Manpower quality
Lacking sound education and
training of Employees’
participation and attitudes
Higher staff mobility / career
development plan
Potential risk of innovative
business strategies /financial
management capabilities

analysis




Threats
Cross-domain professionalism is
not enough
Short life of physical store
/inexperience
Potential risk of doing things in
its own way in Innovative
management integration
/coordination

4. Conclusion
This study focuses on the development strategy of Taiwan beauty
SPA industry. The analysis is based on the PEST analysis of external
environment, five forces analysis of internal industry, SWOT analysis
of dealer K and in-depth interviews with senior executives of
distributors. This study also is based on the four dimensions of
market development, development strategy, product marketing, and
political and legal aspects of the beauty SPA industry, and six
functions including business models, marketing modes, risk
management, service management, education and training, and product
development to conduct the in-depth interviews. The results indicate
that under the trend of the pursuit of health care, the products of the
beauty industry are primarily healthy and environmentally friendly,
naturally organic certificated, cosmetic beauty and natural non-toxic
biotechnology products. Beauty SPA industry can be combined with
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aromatherapy of five-sense overall holistic therapy. The reservation
method of beauty SPA industry could avoid the problem of idle
human resources.
Beauty SPA practitioners also could further obtain INCI
certification to comply with international norms, and transparently
reveal the full composition table of the product with its high-quality
goods sold to consumers without having to take their own risks. In
response to the advent of the era E, beauty SPA industry should
make good use of digital platform marketing functions and establish
beauty APP application software. At the same time, the beauty SPA
industry can also use the e-commerce channel to carry out the
business model of clicks and mortar to create greater economic
benefits. The beauty SPA industry should integrate alliances with its
peers to develop new customers and to innovate their revenue
structure. Finally, beauty SPA industry can grasp business
opportunities of the preoperative skin care to better demonstrate its
competitive advantage. Based on the results of this study, this
research hopes to help the beauty SPA industry and individual
companies to find the most suitable development strategies so as to
enhance the competitiveness of the beauty SPA industry.
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Estimation of the Asymmetric ACD-PIN Model: The Case of Taiwan Stock Exchange
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2. Literature Review

Abstract
This paper measure the asymmetric ACD probability of information
trading (AACD PIN) under the case of Taiwan Stock Exchange
(TWSE) market. Our microstructure data is obtained from TWSE and
we calculate the asymmetric ACD probability of information trading
for high-frequency transaction individual stocks. By using an
extension of Tay et al. (2009)’s methodology, which based on an
AACD model of the expected duration of buy- and sell-orders, we
measure AACD PIN for selected stocks in Conventional, Electronic
and Financial Services industry selected from TWSE listed stocks.
Our empirical results indicate that the weighted AACD PIN is smaller
than that of the simple AACD PIN in each type of the industry.
Next, the smaller the market capitalization of the firms, the larger the
value of both simple and weighted AACD PIN. Our results also
reveal that the performance of daily state probabilities for AACD-PIN
model has the same fluctuation with liquidity and opposite trending
with volatility for each industry.
Keywords: Asymmetric ACD, PIN,
Taiwan Stock Exchange

Microstructure,

Volatility,

1. Introduction
Following Daniel and Tse (2012), this study intends to estimate
the transaction duration by using the AACD model advanced by
Bauwens and Giot (2003) in order to measure the PIN. 149 invidual
stocks is selected, and divided into 3 substantial industries in TWSE,
which have the high trading daily volume during 2014. There are
many studies in information trading. These studies only focus on
quote-driven markets, such as New York Stock Exchange (NYSE).
However, more and more current major markets have adopted the
order-driven mechanism. The purpose of this study is to calculate the
AACD-PIN under the order-driven mechanism, and to provide the
informed investors with these information in order to support them
making better trading decision.
* Graduate Institute of International Business, National Taipei University,
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In 2009, Duarte and Young (hereafter DY) expanded the Easley et
al. (2002, hereafter EHO) framework to estimate the PIN, then
proposed an Ajusted Probability of Informed trading (APIN).
Specifically, they introduced the Probability of Trading caused by
Symmetric Order flow Shocks (PSOS), which given unconditionally
probability trade arising from public information. Tay et al. (2009,
TTTW) presented the AACD PIN model by assuming that the latent
trade directions follow the Asymmetric autoregressive conditional
duration (AACD) model. Following Tay et al. (2009), Daniel and Tse
(2012) contributed to the prior PIN studies, and they model the
time-varying probability when measuring the PIN, APIN, and PSOS
daily.

3. Methodology
In the AACD PIN model, the restrictive expected duration of for s
S={G, B, N} depends on the contingent expected duration on a
no-news day, where is figured by broadening logarithmic ACD
demonstrate.
The probability of news on day d is, and the probability of bad
news is assumed to be . The arrival of bad news, good news and no
news on day d are given by

     ,          and
       , respectively.
From the Poisson procedure suspicion, in the conditional Φi-1 the
normal number of exchanges in the fixed interval (     ) on day d
is

                 

(1)





 
                  





 





where P1i and P2i are due to uninformed and informed trades,
separately.
Likely to the EHO original PIN model, TTTW estimate the daily
PIN AACD model as
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(2)

From the Matlab results, there are two kinds of PIN in which
daily simple PIN we got by calculating average PIN for each group
of industry and daily weight PIN is estimated by :

  





 

 

 


 





where    ×
 is the market value of stock i;
 is the outstanding shares of stock i;
 is the average trading price of stock i;

4. Empirical Results
The mcostructure data of individual stocks was from TWSE. An
aggregate selection of 149 stocks and 247 trading days with nearly
1,087,500 observations in 2014 was employed in this study. We
categorize selected stocks into 3 types of industry, such as Financial,
Electronic and Conventional as well as devide them by market
captitalization. The empirical results of estimated PIN AACD model
is summarized in Table 1.
Table 1. Estimated PIN AACD model
Firms within FTSE TWSE Taiwan 50 Index
Industry

Simple PIN

Weighted PIN

(+/-)

Financial (13*)

0.157081

0.110151

0.0469

Elec (6*)

0.167684

0.139795

0.0278

Conventional (2*)

0.207921

0.191640

0.0162

Large market value firms
Industry

Simple PIN

Weighted PIN

(+/-)

Financial (15*)

0.152081

0.142752

0.0093

Elec (8*)

0.174753

0.147331

0.0274

Conventional (2*)

0.207921

0.199230

0.0187

Simple PIN
0.191385
0.213140
0.245411

Weighted PIN
0.188950
0.202501
0.221224

(+/-)
0.0024
0.0106
0.0242

Medium market value firms
Industry
Financial (15*)
Elec (29*)
Conventional (24*)
Small Market value firms
Industry

Simple PIN

Weighted PIN

Financial (0*)

-

-

(+/-)
-

Elec (35*)

0.239769

0.233879

0.0059

Conventional (18*)

0.306394

0.290346

0.0160

* denote the numbers of companies insider each group industry

When private information is informed to the investors, the stock
price of the small size company will be affected with greater amount
than that of the larger company in the same industry. This result is
consistent with Easley, Hvidkjaer, and O’Hara (2002) in which they
contend that private data has a tendency to greater affect cost for
small size stocks. In the same classification category, the PIN value
which are reported by the Financial sector can be explained by the
firm’s liquidity and volatility. Ma, Hsieh and Chen (2001) show the
evidence that high probability of informed trading leads to lower
liquidity and higher volatility, and vice versa. In general, the
operation of financial corporations are considered as the most stabile
one, so that their volatility is maintained in a low level, and hence
leads the PIN value lower than that of other sectors.
Finally, the lower volatility and higher liquidity, the higher the
daily state probabilities of stocks in no news trading day and
maintain the low daily probabilities in good news or bad news
trading day. Estimated daily state probabilities for AACD-PIN model
also indicates that the lower PIN industry will exhibit lower
probabilities of fluctuation when informed information is good or bad
news, and have the stable high probability in no news trading day.

5. Conclusion
This study intends to measure the AACD PIN in the order-driven
market such as TSWE. Our empirical results indicated that the
smaller the market value of firms, the bigger the value of simple
PIN and weighted PIN. This result is consistent with Easley,
Hvidkjaer, and O'Hara (2002) in which they argue that private
information tends to have a greater impact on price for small stocks
than for large stocks. Moreover, we find that the Financial sector has
the lowest simple PIN and weighted PIN comparing with Electronics
and Conventional industry in TWSE because of their volatility and
liquidity. Finally, the performance of daily state probabilities for
AACD-PIN model has the same fluctuation with liquidity and
opposite trending for each industry.
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The Ways of Developing Efficient Innovation Management in Healthcare System
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Abstract
The study reflects the theoretical aspects of managing innovation
activity that are relevant for the current stage of the development of
national healthcare and medical science. Author considered the ways
of managing and stimulating the development of innovations in
healthcare system. Study focuses on identifying factors, which affect
to effectiveness and efficiency of innovation management in healthcare
system. Author explored the different ways of measuring effectiveness
of innovative activity and management and identified suitable one for
healthcare system. Findings of study include three different ways of
measuring efficiency of innovation management.
Keywords: Innovation Management, Healthcare, Healthcare System,
Innovative Activity .

productivity and economic performance for service firms (Rubalcaba
et al., 2010) and it`s important to know how to manage these
innovations. The health system is the most important sphere of
society. To succeed in such an environment, innovation may be a
powerful weapon to create value (Hwang et al., 2008).
Health management in Kazakhstan has traditionally been built on
administrative methods, and health system investment is based on
indicators of resource provision. In the management of the health care
system, economic performance indicators are not applied, there is no
evaluation of the results of labor and economic motivation to improve
the efficiency of medical institutions. In these conditions, it is
important to manage the innovative activity of the healthcare system
in necessary direction. These activities would eliminate the
technological backwardness from the world practice and allow the
achievement of main goal of the health system - reducing mortality,
morbidity, disability, and increasing labor productivity and human
capacity building.

1. Introduction
3. Research Methods
Innovations are enrolled into all spheres of life from production
and management to consumption and social sphere, the most
important of which is healthcare. Health is also an important factor
of well-being and economic activity, since it is associated with age,
lifestyle, social status, education and the dissemination of social
connections and interpersonal support. The goal of this study is to
identify how to measure efficiency of innovation management and
factors which affect to efficiency in healthcare system.

2. Literature Review
The medical, healthcare and care-giving services are of great
concern, especially in aging societies (Yang & Hsiao, 2009). The
healthcare sector is characterized as complex, turbulent, fragmented,
and tightly coupled (Leidner et al., 2010). Strategic sustainable
development of any system, including health in modern conditions is
impossible without a wide continuous application of results of
innovative activity. Innovation is an important contributor to
* Ph.D. Student, Management and Marketing Department, High School
of Economics and Business, Al-Farabi Kazakh National University,
Almaty, Republic of Kazakhstan. E-mail: aselek_dream@mail.ru

To understand the ways of managing innovative activities within
healthcare organizations, we investigate two major questions:
1. What factors are critical during implementation of innovation
management in healthcare organizations?
2. How to measure efficiency of innovation management in
healthcare organizations?
For achieving this study uses modeling and systematic analysis
approaches.
Innovative backwardness of the system health is observed almost
in all directions - highly qualified personnel; wages that do not
motivate employees; adequate management organization; the structure
of medical institutions that do not meet real needs, etc. All this
requires appropriate analysis and justification.

4. Results and Conclusion
First, we tried to identify which kind of innovations may used in
healthcare system. The next figure shows the types of innovations,
which often take place in such organizations.
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of complexity. Innovative activities in healthcare include all types of
research (fundamental, search, applied), development, development of
innovations and introduction of the practice of medical organization,
i.e., the implementation of innovations. Based on the final product, in
the medical industry, the innovation cycle has its own specifics. The
further study will focus on finding out the ways of measuring
efficiency of innovative management in healthcare system. Herzlinger’s
(2006) research related to unsuccessful innovations in healthcare
proposes three innovations to make health care better and cheaper.
The third of them are new business models. This study plans to
focus on this way.
Figure 1. The types of innovations in healthcare organizations

Figure shows us four types of innovations in healthcare system
like new medical equipment, new medical products, new medical
service, new pharmaceutical product. It is important to understand the
role and meaning of each of them. It helps to identify the best way
for managing such innovations in healthcare organization. Another
research question was related to efficiency of innovation management
in chosen area. There are different approaches. One of them is shown
in the next figure.

Figure 2. Efficiency of innovative activity in healthcare organizations

As depicted in figure, there are three types of efficiency, which
may exist in healthcare organizations. It’s difficult to measure because
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Abstract
The article considers the new international transport and logistics
project "Silk Road". Many scholars of Russia, Kazakhstan and China
are discussing the revival of the Great Silk Road. Now there is a
need to deepen research, because the Great Silk Road is the road that
unites the whole world. Efficiency, safety and healthy competition is
that this is not one route, but a whole network of many
interconnected trans-Eurasian corridors. The strength of China's "One
Belt, One Way" and the wider New Silk Road initiative is the
creation of a diverse and interconnected network - a strengthened
economic system throughout Eurasia. Development of infrastructure is
necessary in two directions: to integrate the national economy into the
global environment, and to move to the regions within the country.
Infrastructure should expand the opportunities for economic growth.
The article analyzes different routes of international corridors and
efficiency for each country.
Keywords: Transport Infrastructure, Silk Road, Railway Route,
Transport Corridors, Kazakhstan.

1. Introduction
The Great Silk Road as a trade highway arose in the III century.
BC existed until the XVI century. It was a system of caravan roads
leading from China to the countries of the Middle East and Europe.
A significant part of this route ran through the territories of Central
Asia and Kazakhstan. The countries included in this node, in addition
to the Central Asian states proper, occupy a significant part of the
globe. This, on the one hand, the EU member states, Africa and
Japan, on the other - Russia, China and Iran. China announced a
strategic concept for the creation of the "economic belt of the Silk
Road." This is a new direction of economic development of the
regions located along the historical route of the Great Silk Road. The
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new route will run through the continent of Eurasia, crossing many
countries. It will affect 3 billion people, and will also connect the
Asian, Pacific and Western European economic circles. The project
"Economic belt of the Silk Road" differs from this model. Its main
goal is cooperation in trade, transport and investment. The strategic
concept of the "Economic belt of the Silk Road" consists of five
points: political ties, connection of roads, free trade, monetary
circulation and the common aspirations of peoples [1].
Connection of roads means improvement of cross-border
infrastructure, construction of a transport highway between China and
Europe, improvement of conditions for economic development and
movement of people [2].
According to the estimates of leading scientists and experts in the
field of transport. The Central Asian region will be the most
important transport site in the next 20-25 years. Providing the
connections between Western China and Western Europe. The
economic benefits of the project will be provided to all participating
countries [3].
China pursues a policy of diversifying transport corridors. Now
there are three ways from China to Europe:
1. Trans-Siberian railway - 13000 km - from the border with
Russia to Rotterdam;
2. The route Shanghai - Rotterdam - 15000 km.
3. Sea way from the port of Lianyunchan to Rotterdam - 10900
km;
The strength and potential of the New Silk Road is in its
universality. This new network of updated transport routes and new
trade hubs will be laid between China and Europe. Efficiency, safety
and healthy competition is that this is not one route, but a whole
network of many interconnected trans-Eurasian corridors. Eurasia, the
continental massif that unites Europe and Asia, is rapidly being
drawn into a single market, covering over 65% of the population,
75% of energy resources and 40% of GDP in the world, and it is
the revolutionary railway routes that link all this together.
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Figure 1. One belt, one expensive, the "Silk Road"

2. Silk Road Project
Optimal is a closed loop, in which the containers carry goods in
both directions. The side of China-Europe has now intensified almost two thousand trains are now crossing Eurasia in a western
direction. In addition, it is necessary to fill the trains that return from
China. This gives Europe a new opportunity to gain access to the
rapidly evolving Chinese middle class. The strength of China's "One
Belt, One Way" and the wider New Silk Road initiative is the
creation of a diverse and interconnected network - a strengthened
economic system throughout Eurasia. In this network, there will be
no single route, the work of which would be easy to break.
"Secondly, our approach to infrastructure development must be
fundamentally new. Infrastructure should expand the opportunities for
economic growth. Development of infrastructure is necessary in two
directions: to integrate the national economy into the global
environment, and to move to the regions within the country. " To
create joint ventures in the region and all over the world - Europe,
Asia, America, such as, for example, ports in countries with direct
access to the sea, transport and logistics hubs in key transit points of
the world and so on [4].
The "Silk Road" project involves 29 heads of state and
government, the first leaders of the United Nations, the World Bank,
and the International Monetary Fund. In general, the geography of the
participants covers about 130 countries around the world. The
initiative promoted by the PRC implies the construction of overland
roads and sea routes linking states, regions and continents, creating
zones for economic cooperation, strengthening trade ties and
cooperation. An important role is given to innovation - the
participating countries of the initiative should take the path of
innovative development, intensify cooperation in the advanced fields
(digital economy, artificial intelligence, nanotechnology, quantum
computers, "big data", "and smart cities") and build "the digital Silk
Road XXI century ". According to some estimates, it will take about

30 years to implement it. However, the strategy is already becoming
a reality: the Asian Bank for Infrastructure Investments (ABIA) and
the Silk Road Fund have been established in China. The project
offers attractive prospects: to maximize the use of large-scale transit
potential, to modernize transport and logistics infrastructure [5].
The modern Great Silk Road is a gigantic economic force, truly
capable of changing the world market. Moreover, there are many
options for the "New Silk Road", and not all of them run through
Siberia. There is, for example, such a route: China - Kazakhstan European part of Russia - Belarus - Poland - Germany. Further by
sea: Portugal - Egypt - India - Singapore - China. However, there is
also a variant of the northern branch of the route - along the
Trans-Siberian Railway [6].
Transit corridors from Western China to Europe as a whole are
divided into three groups: the Northern Route (it is recognized as the
most promising and prepared route), the Sea Route and the Southern
Route. The northern route goes through Kazakhstan and Russia (along
the Trans-Siberian Railway). The sea route includes routes passing
through the territory of Kazakhstan and using the ports of the
Caspian Sea for transit to Turkey. The southern option is a way to
bypass Russia through Kyrgyzstan, Uzbekistan, Turkmenistan, Iran and
Pakistan with access to the Indian Ocean in the Persian Gulf region.
China is also working on a new route - the high-speed Asia-Europe
highway and several projects under the "continental bridges program".
They will connect China with Eurasia, Eastern Europe and the
Mediterranean. You can consider these undertakings as an attempt to
revive the historical Silk Road in the new edition. Indirectly in the
development of the "New Silk Road", India is also interested. [7].
There is a whole set of alternatives competing with each other for
transport routes: along the Northern Sea Route, through the Suez
Canal, various automobile routes and railroad tracks. The land section
of the economic belt of the Silk Road consists of three railway
corridors (northern, central and southern), which can be used to lay
the necessary ways for road and other transport. The northern route
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of the railway route extends from Western China to Europe through
Kazakhstan and Russia to the Baltic Sea, from where a branch will
pass through Belarus and Poland to Germany and Holland. The
central railway corridor will provide transit from the ports of Central
China (Shanghai, Lianyungang) through the countries of Central Asia
(Kyrgyzstan, Uzbekistan, and Turkmenistan), Iran, Turkey, and the
Balkan Peninsula to the ports of France. This route is considered as
the most difficult to implement, given the political situation along it,
the lack of an appropriate infrastructure. For its launch, it is also
necessary to build an additional tunnel under the Bosporus strait,
since the existing tunnel is overloaded. The southern route will take
two branches: from China to Pakistan, on the one hand, and from
China to India, Bangladesh and Myanmar, on the other hand.
Kazakhstan is the largest country in the world, which has no access
to the sea. Nevertheless, the favorable geographical location on the
path of the growing trade flow between Europe and Asia gives us a
number of advantages. The main role in it is played by rail transport.
The length of railways in the republic exceeds 15 thousand km. 16
border points (11 with Russia, 2 with Uzbekistan, 1 with Kyrgyzstan,
2 with China) connect the railway system of Kazakhstan with
neighboring states. The Russian and Kazakh railway systems are
highly interdependent [8].
On the development and promotion of multimodal transport
corridors that will allow the transit of goods through the territory of
Kazakhstan. In the following directions from China: to the Russian
Federation and further to Europe; from Khorgos to the port of Aktau,
then along the Caspian Sea to Azerbaijan, and then through Georgia,
Turkey and further to Europe; to Iran, the Middle East, India and
Pakistan; in the direction of North-South through the territories of
Russia, Kazakhstan, Turkmenistan and the countries of the Persian
Gulf.
All freight flows from China to the countries of Europe and
Central Asia are consolidated in the FEZ "Khorgos - Eastern Gate"
on the eastern border with China. In its significance, the gates fulfill
a strategic role similar to the Suez Canal. There is water transport in
the steppe Kazakhstan. Through the Caspian Sea, the country is
connected with Russia, Iran, Azerbaijan, Turkmenistan, and through
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the rivers and the channel network of Russia - with the Black and
Baltic Seas, and further with the states of Europe. Western ports of
the transport and logistics system of Kazakhstan and simultaneously
the strategic junction of the Eurasian multimodal transport corridor are
the ports of Aktau and Kuryk in the Caspian. The Caspian plays a
strategic role in the implementation of the transit potential of the
region and the intensification of multimodal transport, being the
maritime link of the transcontinental transport corridors "East-West".
"The Trans-Caspian route from China to the Caucasus, Turkey and
Europe, the route from China to the countries of the Persian Gulf
through Kazakhstan and Turkmenistan, and the North-South corridor
passing through Russia, Kazakhstan, Turkmenistan and Iran are
developing to fully realize the transit potential of Kazakhstan"[ 9].
Its creators considered the American project of the «New Silk
Road» as an alternative to the Eurasian Economic Union. Its essence
was the trade and economic integration of the countries of Central
Asia, Afghanistan, Pakistan and India, as well as the expulsion of
Chinese and Russian companies from this huge market. As part of
the American New Silk Road, the construction of the
Hayraton-Mazar-i-Sharif railway line in Afghanistan and small objects
- roads, bridges. Large projects such as the construction of a
high-voltage CASA-1000 line that could provide Afghanistan and
Pakistan with electricity from Tajikistan and Kyrgyzstan or the TAPI
gas pipeline (Turkmenistan-Afghanistan-Pakistan-India) are no more
than ideas that are unlikely to be are implemented. 2017 that the
initiative is gradually shifting from maritime superpowers to
continental ones. In addition, the United States near future to connect
to the Chinese initiative "One belt - one way." Today, China and the
United States transport 40 million containers a year. When the "Silk
Road" is completed, at least 10 percent of this volume will pass
through Russia - 4 million containers. It is known that most of the
cargo from China to Europe, including Russia, is transported by sea.
At the same time, carriers in the struggle for leadership are
constantly increasing the tonnage, regularly placing orders for the
construction of new vessels. The basis for the implementation of the
world project "Silk Road" is the 5C principle - speed, service, cost,
safety and stability [10].

Figure 2. "Khorgos - Eastern Gate"
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3. Conclusion
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Abstract
Abstract should stand alone, means that no citation in abstract. The
abstract should concisely This study extends the theoretical framework
developed by Roychowdhury and Watts (2007) by testing it on a
sample of Kazakhstani companies and aims at investigating changes
in relations between two measures of conservatism: asymmetric
timeliness of earnings (AT) and the market-to-book ratio (MTB) over
short and long periods. On the contrary to the recent studies that
document negative relations between these two measures, we reveal
that magnitudes of earnings response to good and bad news increase
for cumulation over longer periods. Second, we observe positive
relations between earnings response to good news and MTB at the
beginning and end of the estimation period. Even though the authors
of the framework have not found any support for positive relations
on any combination of news and MTB, our results support their
initial expectations about positive association between asymmetric
timeliness and MTB. Interestingly, our findings document absence of
conservatism for certain lengths of cumulation period which can be
attributed to peculiarities of financial reporting system on Kazakhstani
Stock Exchange.
Keywords: Conservatism, Market-to-Book Ratio, Equity Market,
Market Capitalization, Kazakhstan

1. Introduction
Conservatism is one of the oldest and most important principles of
accounting (Sterling, 1967; Watts, 2003a). Dickhaut et al. (2010),
citing Littleton (1941), suggest that the principle of conservatism was
introduced in 15th century, pre-dating Pacioli’s work on the
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accounting bookkeeping, who introduced double-entry system of
book-keeping. Since AT is not directly observable and uses difference
in quoted stock prices as its proxy it cannot be applied for private
companies. To mitigate this deficiency, Ball and Shivakumar (2005)
develop the asymmetric-cash-flow-to-accruals (AACF) measure that
can be applied to both public and private companies. They proposed
to use operating cash-flows as proxy for ‘news’ and earnings, as
private companies are not listed and there is no information on their
stock prices.
Elaborating on definition of Penman and Zhang (2000), Givoly and
Hayn (2000) describe conservatism as a selection of reporting choice
which leads to lower assets, revenues, and owners’ equity reported
under uncertainty. Consequently, they propose their own measure of
conservatism that focuses on non-operating accruals and is called
negative accruals measure (NA). The rationale behind this measure is
that under conservatism, accruals are used to either quicken
recognition of economic losses or delay recognition of economic
gains. Because of this manipulations, level of accumulated accruals in
the firm becomes more negative (Givoly &d Hayn, 2000). In the
same year, both Zhang (2000) and Beaver and Ryan (2000) suggest
to measure a degree of conservatism by comparing the book and
market values of a firm and apply Market-to-Book (MTB) ratio in
their research settings.
Obviously, regardless to a widespread agreement upon the role of
conservatism in preparing financial statements, extant research has
reached no consensus on either a single unanimously accepted
definition of conservatism or its measure. According to Wang et al.
(2009) there are five dominating measures of conservatism. The
author finds that 94% of published paper adopt at least one of the
above measures or their derivatives while the choice and application
of these measures is not systematic and obtained results are not
comparable or even contradicting to each other. However, 36 papers
out of 52 reviewed by Wang et al. (2009) employ Basu’s AT model
while MTB is found in 14 papers making them two most popular
measure for investigating accounting conservatism in the literature.

2. Research Proposal
MTB and AT measure conservatism via different approaches and
variables. However, both of them use market value of equity as a
benchmark. According to Brealey et al. (2006) and Ross et al. (2005)
market value of equity can be viewed as the sum of assets in place
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and the value of growth opportunities reflected in stock prices. In
particular, MTB ratio measures the extent to which book value is
understated relatively to market value while AT measures an impact
of positive or negative changes in market value on reported earnings.
Overall, the extant literature indicates that MTB is a much more
firm-specific measure which produces results significantly different
from those obtained by application of AT.
Recent studies observe that there is a negative association between
Basu’s asymmetric timeliness and MTB and find that firms with high
MTB have consistently lower Basu measures and vice versa.
Specifically, Pope and Walker (2003), Beaver and Ryan (2005), Pae
et al. (2005) demonstrate that higher MTB ratios (a measure of
unconditional conservatism) are associated with lower asymmetric
earnings-return responses (AT, a measure of conditional conservatism)
and explain these results by difference in nature of these two forms
of conservatism. Ball and Shivakumar (2005) clarifies that, even
though both of these forms of conservatism result from managerial
choices of accounting methods and policies, they originate from
completely different sources: conditional conservatism is related to
timely recognition of bad news in earnings (ex-post and news
dependent) while unconditional conservatism exists in a form of
reporting lower value of earnings and net assets (ex-ante and news
independent).
Roychowdhury and Watts (2007) [RW, hereafter] offer another
explanation of this negative association suggesting that it is caused by
measurement errors. The researchers claim that these errors are caused
by economic rents included in the market value and the stock returns
of the firm and hypothesize that the correlation between AT and
MTB becomes more positive when the time horizon is increased up
to three-five years. They develop a decomposition of equity value
(EV) that explains why the error-in-measurement problem is
considerably alleviated when the measurement horizon is longer than
a calendar year. However, the application of their theoretical
framework to 45,664 firm-year observations obtained from
COMPUSTAT has proved otherwise.
The current study is motivated by insignificant amount of research
on conservatism conducted with respect to emerging countries. As
noted by Khalifa et al. (2014), the last decade has brought a lot of
economic and financial turbulence to the emerging markets resulting
in a drastic increase in prudence and conservatism to “face any
allegation, embezzlement, and other misuses of resources”. Another
reason to extend this line of research is significant difference of legal
and regulatory regimes observed in these economies which suggests
different degree of conservatism as compared to European Union and
the U.S. (Ball, Kothari, & Robin, 2000; Bushman & Piotroski, 2006).
Finally, as stated above, there is no consensus on the relations
between AT and MTB.
The objective of this study is to apply theoretical framework
developed by RW to a sample of Kazakhstani companies. Similarly
to Roychowdhury and Watts (2007), we aim to:
1) contribute to the recent studies on relations between MTB and
AT in the context of emerging markets and, thus, provide
deeper understanding of these two measures;
2) examine whether relations between MTB and AT vary with

changes in estimation horizon.
This study extends the theoretical framework developed by
Roychowdhury and Watts (2007) by testing it on a sample of
Kazakhstani companies and aims at investigating changes relations
between two measures of conservatism: asymmetric timeliness of
earnings and the market-to-book ratio (MTB) over short and long
periods. In particular, we test RW predictions about associations of
MTB and timeliness of good and bad news, asymmetric timeliness
and how those relations vary with the horizon used to estimate
timeliness and asymmetric timeliness. Overall, the results obtained by
RW has found only partial support from Kazakhstani sample.
Furthermore, we have found some support for RW proposal on
positive association between AT and MTB.
Overall, researches (e.g., Pope & Walker, 2003; Beaver & Ryan,
2005; Pae et al., 2005) document negative relations between
asymmetric timeliness of earnings and MTB. However, RW claim
that these results are affected by the composition of equity market
value at the beginning of the estimation period. Thus, the authors
assume that this composition hides positive correlation between the
variables and assume that magnitudes of asymmetric timelines
coefficient (the measure of conservatism) is positively correlated with
time horizon over which Basu regression is estimated. To prove these
predictions, the authors fix the point in time at which MTB is
measured and estimate “asymmetric timeliness over different horizons
in the future and in the past with respect to that point”, so-called
forward and backward cumulation. With respect to forward cumulation
our results document positive and increasing asymmetric timeliness
coefficient (i.e., conservatism) for one and two years of cumulation
and then drop to a negative number (i.e absence of conservatism)
when cumulated over three years. We suggest that this phenomenon
can be partially explained by peculiarities of financial statements
reporting at KASE. On the contrary to western stock exchanges,
KASE does not provide extracts of comparative financial reports for
several years in a row, but, gives an access to audited financial
statements which, in majority of cases, compare only the current and
preceding year. Therefore, long run comparability of financial reports
is undermined and companies are not penalized by the market for
less conservative reporting in long run because a market participant
will need to take extra effort to detect the absence of conservatism,
which is unlikely. With respect to backward cumulation our results
document positive coefficients only for periods with no cumulation
and cumulation over five years. However, the results for cumulation
over 2-4 years document absence of conservatism with the most
negative number for cumulation over 3 years.
When we examine relations between beginning-of-period MTB and
earnings timeliness, we observe positive associations between earnings
response to good news (β1) and MTB at the beginning of the period
and negative relations between earnings response to bad news (β1+γ
1) and MTB at the beginning of the period. These results differ from
those of RW who find strong support for the negative association. As
for relations between end-of-period MTB and earnings response to
good news (β1) and bad news (β1+γ1), empirical findings of RW
suggest negative association. On the contrary to their findings, our
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results document positive associations for both good and bad news.
These positive relations between earnings response to good news and
end-of- period MTB are in line with the results for
beginning-of-period MTB. Therefore, the results obtained on
Kazakhstani sample support the initial expectations of Roychowdhury
and Watts (2007) about positive association between asymmetric
timeliness and MTB.

References
Beaver, W. H., & Ryan, S. G. (2000). Biases and lags in book
value and their effects on the ability of the
book-to-market ratio to predict book return on equity.
Journal of Accounting Research, 38, 127-148
Beaver, W. H., & Ryan, S. G. (2005). Conditional and
unconditional conservatism: Concepts and Modeling.
Review of Accounting Studies, 10, 269-309
Ball, R., Kothari, S. P., & Robin, A. (2000). The effect of
international institutional factors on properties of
accounting earnings. Journal of Accounting & Economics,
29(1), 1-51.
Ball, R., & Shivakumar, L. (2005). Earnings quality in UK private
firms: comparative loss recognition timeliness. Journal of
Accounting and Economics, 39, 83-128.
Basu, S. (1997).The conservatism principle and the asymmetric
timeliness of earnings. Journal of Accounting and
Economics, 24(1), 3–37.
Brealey, R. A., Myers, S. C., & Allen, F. (2006). Corporate
Finance. 8th edition. Irwin: McGraw-Hill.
Bushman, R., & Piotroski, J. (2006). Financial reporting incentives
for conservative accounting: the influence of legal and
political institutions 42, 107-148.
Dickhaut, J., Basu, S., McCabe, K., & Waymire, G. (2010).
Neuroaccounting: Consilience between the biologically
evolved brain and culturally evolved accounting principles.
Accounting Horizons, 24, 221-225.
Givoly, D., & Hayn, C. (2000). The Changing time-series
properties of earnings, cash flows and accruals: Has
financial reporting become more conservative? Journal of
Accounting and Economics, 29(3), 287-320.
Givoly, D., Hayn, C., & Natarajon, A. (2007). Measuring
reporting conservatism. Accounting Review, 82(1), 65-106.
Khalifa, M., Othman, H. B., & Hussainey, K. (2014). Temporal
Variation and Cross-Sectional Differences of Accounting
Conservatism in Emerging Countries. International Journal

185

of Accounting, Auditing and Performance Valuation, 12
(1), 2-31
Kothari, S., & Sloan, R. (1992). Information in Prices About
Future Earnings: Implications for Earnings Response
Coefficients. Journal of Accounting and Economics, 15,
143-171.
Littleton, A. C. (1941). A genealogy for "cost or market". The
Accounting Review, 16, 161-167.
Pae, J., Thornton, D., & Welker, M. (2005). The Link between
Earnings Conservatism and the Price-to-Book Ratio.
Contemporary Accounting Research, 22, 693-719.
Penman, S. H., & Zhang, X. J. (2002). Accounting conservatism,
the quality of earnings, and stock returns.
Accounting
Review, 77(2), 237-265.
Pope, P. F., & Walker, M. (2003). Ex-ante and Ex-post
Accounting
Conservatism,
Asset
Recognition,
and
Asymmetric
Earnings
Timeliness.
Working
paper,
Lancaster University.
Ryan, S., & Zarowin, P. (2003). Why Has the Contemporaneous
Returns-Earnings Relation Declined? The Accounting
Review, 78(2), 523-553
Ryan, S. G. (2006). Identifying conditional conservatism. European
Accounting Review, 15, 511-525.
Ross, S. A., Westerfield, R. W., & Jaffe, J. (2005). Corporate
Finance (International Edition). 7th edition. New York:
McGraw-Hill.
Roychowdhury, S., & Watts, R. L. (2007). Asymmetric Timeliness
of Earnings, Market-to-Book and Conservatism in Financial
Reporting. Journal of Accounting and Economics, 44(1), 2
–31.
Sterling, R. R. (1967). Conservatism: The fundamental principle of
valuation in traditional accounting. Abacus, 3(2), 109–122.
Wang, R. Z., Hogrataigh, C. O., & Zill, T. Z. (2009). Measures
of accounting conservatism: A construct validity
perspective,
working
paper,
available
at
SSRN:
http://ssrn.com/abstract=1274044 (accessed 15 January,
2011)
Watts, R. L. (2003a). Conservatism in accounting part i:
Explanations and implications. Accounting Horizons, 17(3),
207–221.
Watts, R. L. (2003b). Conservatism in accounting part ii: Evidence
and research opportunities. Accounting Horizons, 17(4),
287–301.
Zhang, X. (2000). Conservative accounting and equity valuation.
Journal of Accounting and Economics, 29, 125-149.

Mohammad Zainuddin, Ida Md. Yasin / 14TH INTERNATIONAL CONFERENCE 187-190

187

Employee Motivation in Social Enterprises: Tackling the Dual Mission Dilemma

Mohammad Zainuddin*, Ida Md. Yasin**
*

Abstract
Social enterprises are on a dual mission of creating social value
and achieving profitability. This combination of non-profit and
for-profit identities within a single entity creates tensions and
dilemmas at the organizational level. Tensions may emerge across
various domains and the enterprise may, over time, lose focus on the
initial social mission in search of increased revenues. Social enterprise
management, thus, being at an institutional crossroads, face significant
challenges to sustain focus on both the objectives and counter
pressure to compromise on social mission. As a result, managers need
to devise business models and policies appropriate for this unique
context and ensure the continuous involvement of employees with the
dual goals of the organization. Employees of social enterprises are to
be motivated with the right incentive schemes, the design of which is
consistent with the competing objectives, viz., social mission and
commercial success. This paper aims to explore and critically examine
the mechanisms management use to motivate employees to
simultaneously achieve both the objectives by effectively dealing with
the dual mission dilemma. An archival research followed by an
in-depth best practice case study is proposed to meet the research
objectives.
Keywords: Social Enterprise, Hybrid Organization, Dual Mission,
Human Resources, Employee Motivation.

1. Introduction
Social enterprise is a hybrid organization with ‘double bottom
line’as it integrates both social and commercial aims in its core.
Although the primary mission of social enterprise is social value
creation, financial profitability is also important as it ensures
self-sustainability and thereby helps to pursue the primary mission in
the long run. This joint pursuit, however, creates a lot of tensions
and dilemmas at the organizational level. As a consequence, the
organization may compromise on the initial social mission in search
of increased profitability. So, the difficulty associated with keeping
* Putra Business School, Universiti Putra Malaysia, Selangor, Malaysia.
E-mail: tushardu@yahoo.com
** Putra Business School, Universiti Putra Malaysia, Selangor, Malaysia.

focus on the differing objectives for a long time and the conflicting
institutional demands, both within or outside the organization, pose a
real challenge for social enterprise management. While existing
research points to social-commercial tensions as a core characteristic
of social enterprises (Wry & York, 2017), little is known about the
management responses to these tensions and associated challenges
(Smith, Gonin, & Besharov, 2013). These are particularly important
because the existing literature on management related to public sector,
for-profit and non-profit does not provide any model and approaches
which can account for the specific nature of social enterprises
(Borzaga & Solari, 2004). Moreover, employees of social enterprises,
who face this dual—often conflicting—objectives, are a specific area
that remainslargely neglected within the academic community
(Bacchiega & Borzaga, 2004). Social enterprise employees need to be
motivated, with the appropriate schemes, to simultaneously achieve
both the objectives. A key challenge for social enterprise managers,
therefore, is to use the right incentive mix to motivate employees to
deal with the social-financial dilemma.

2. Literature Review
Whereas two decades ago the concept of social enterprise was
rarely discussed (Defourny & Nyssens, 2010), it has now become an
important global phenomenon (Santos, 2012) and has grown
dramatically across various regions of the world (Kerlin, 2010). Both
the practitioners and the policy makers have turned their attention to
this new tool in order to address such pressing problems as poverty,
economic inequality and environmental degradation (Smith et al.,
2013). The increasing popularity of social enterprise and its ability to
provide novel solutions to a range of both new and old social
problems which the existing public and private sectors have been
unable to solve (Mair, Battilana, & Cardenas, 2012; Sepulveda, 2015),
make it a very important domain of scholarly investigation. While
researchers clarified how social enterprise is different from the
existing public, private and non-profit sectors with its interdisciplinary
focus (M. T. Dacin, Dacin, & Tracey, 2011), they also pointed out
the failure of the state and market to satisfy social needs (Kerlin,
2010; Santos, 2012; Teasdale, 2012). On the one hand, state social
programs are weak (Kerlin, 2010) and state enterprises are ineffective
to deliver welfare services (Teasdale, 2012) because of inefficiency
and bureaucracy (Borzaga & Solari, 2004). On the other hand,
market-driven private sectors do not account for social mission and
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values, rather their primary purpose is to maximize profit for the
owners which can lead to social and environmental costs (Sepulveda,
2015). Moreover, the traditional non-profit organizations operated in
the social sector are mostly unsustainable and vulnerable due to
non-distribution constraint (Besley & Ghatak, 2017)and reliance on
donor support. Social enterprise eschews these shortcomings of the
existing sectors by combining for-profit and non-profit organizational
activity (M. T. Dacin et al., 2011; Smith et al., 2013) and integrating
both social and commercial aims in its core (Mair & Martí, 2006;
Wry & York, 2017). Although such integration makes social
enterprise a hybrid organization (Besley & Ghatak, 2017; Mair et al.,
2012) with ‘double bottom line’ (Defourny & Nyssens, 2010;
Sepulveda, 2015), its defining characteristic remains intact: the
primacy of social aim. The same has been concluded by Dacin et al.
(2011), after analyzing 37 definitions, that the primary mission of
social enterprises is to create social value, and thus, social enterprises
are not in the business of ‘maximizing profit’, which is hardly
compatible with social goals (Bacchiega & Borzaga, 2004). Rather
their purpose is to make such profit as necessary to ensure
self-sufficiency and long-term sustainability (Kerlin, 2010; Mair &
Martí, 2006) in order to achieve the primary mission. This joint
pursuit, however, makes social enterprises pregnant with tensions.
The dual mission tensions may emerge across various domainsas
commitments to both social and financial goals put together divergent
identities, norms and goals within one organization. And secondly, the
attention may slowly drift away from the initial social mission, and
business venture may get the priority over social welfare (Yunus,
2010). So, pursuing both the objectives and countering pressure to
compromise on social mission are a key management focus.
Management of social enterprises, being at an institutional crossroads,
face significant challenges that impact strategic decision making
(Santos, 2012; Smith et al., 2013) and require different human
resource practices (Kupolokun, 2014). Social enterprise has all the
characters of an ‘enterprise’. So unlike some non-profits, itsdirect
involvement in the production of goods and/or services (Defourny &
Nyssens, 2010) requires an increase in operational efficiency and an
emphasis on customer satisfaction and quality management (Borzaga
& Solari, 2004). At the same time, since the main driver of action is
social mission (unlike for-profits), its managers must devise business
models and policies appropriate for the context. Moreover, adequate
attention must begiven in managing human resources as they
constitute the key competitive advantages. The continuous involvement
of employees with the dual goals of the organization needs to be
ensured through the right motivation mechanisms. Managers must
motivate the social enterprise workforce through an enriched incentive
mix (Borzaga & Solari, 2004).
Although researchers have diverse opinions regarding the right mix
in an incentive structure, its importance to motivate and engage
employees is, however, widely recognized. For instance, a
meta-analysis of all adequately designed experiments on the use of
incentives to motivate performance reveals that the overall average
effect of all incentive programs is 22% performance gain, whereas a
44% performance gain is reported for incentive programs extending
beyond a year (Condly, Clark, & Stolovitch, 2008). The importance

of incentives is rightly emphasized by Borzaga and Solari (2004),
who mentioned that the commitment and satisfaction of social
enterprise employees "derive from the ability of social enterprises to
provide them with a more consistent incentive mix" (p. 343). But,as
there are different categories of incentives, viz., monetary, tangible
non-monetary and intangible non-monetary (Pattanayak, 2005), a right
mix among themis crucial along with a proper balance between
extrinsic and intrinsic incentives. Whereas some authors stress more
wage moderation for social enterprise sector (Bacchiega & Borzaga,
2004), others argue that such policy would fail to attract skilled
human resources (Kupolokun, 2014). Some researchers highlight the
role of intangible non-monetary incentives, such as meaningful work,
training, participation, more autonomy and flexibility (Borzaga &
Solari, 2004), while others are in favor of monetary rewards (McKim
& Hughart, 2005). In addition, Borzaga and Solari (2004) opine that
intrinsic rewards play a major motivating role in social enterprises,
but Kupolokun (2014) underlines extrinsic rewards and contends that
lower compensation causes difficulty in retaining commercial talent in
this sector, while others claim that the opportunistic risk related to
low-powered incentives can be averted by cohesiveness, trust relations
and higher degree of freedom (Bacchiega & Borzaga, 2004). So,
balancing and better integrating different incentive systems are a real
predicament for social enterprise management. Social enterprise
managers need to achieve a constant balance between organizational
goals and the incentive structure. They must motivate their employees
with the right incentive mix, the design of which is consistent with
the competing objectives, viz., social mission and commercial success.
Yet, almost no study has been done thus far to understand the
mechanisms management use to motivate employees to effectively
deal with this dual mission dilemma.

3. Research Objectives
The overall aim of this research is to understand the incentive mix
used to motivate social enterprise employees and how it helps to
tackle the social-financial dilemma. For the purpose of the study, the
research statement is broken down into two specific objectives: first,
to identify the incentive mix management uses to motivate employees
in social enterprises, and second, to critically examinehow a
well-designed incentive mix may prevent the risk of compromising on
social mission and address the dual mission dilemma. The study also
intends to make some policy recommendations for the human
resource managers for the effective design of incentive mix in light
of the research findings.

4. Methodology
Two methods will be used as complementary approaches: archival
research and case study. An archival or documentary research will be
conducted to meet the first research objective. Archival research is a
very important and effective research strategy and the potential
documentary sources are plenty (Lee, 2012).The data will be collected

Mohammad Zainuddin, Ida Md. Yasin / 14TH INTERNATIONAL CONFERENCE 187-190

from plans and policy statements, administrative records, reports and
strategy documents of social enterprises and the data will be
quantitative in nature. An exploratory factor analysis will be
undertaken to analyze the data collected. The second research
objective will be addressed qualitatively through an in-depth case
study. Case study is especially appropriate in new topic areas
(Eisenhardt, 1989), like social enterprises. Data will be collected
through open-ended interviews of managers & employees of Grameen
Bank, a Nobel Prize winning social enterprise from Bangladesh.
Interviews are a highly efficient way to gather rich, empirical data
(Eisenhardt & Graebner, 2007), and open-ended responses are useful
in exploring and investigating a new area of research (Judd, Smith,
& Kidder, 1991). Finally, for transcribing the interviews and
analyzing the data, the principles of Miles & Huberman (1994) will
be used as a guide.

5. Conclusions
Social enterprise managers must use the appropriate mechanisms to
motivate employees to achieve the dual objectives of the organization.
Unfortunately, empirical research is very limited in this context. In
fact, to a large extent, the social enterprise literature to date is
descriptive (M. T. Dacin et al., 2011)and there is a heavy focus on
conceptual over empirical research (P. A. Dacin, Dacin, & Matear,
2010; Kupolokun, 2014). In the organizational level, motivating
employees with the right incentive plans has a profound influence on
the effectiveness and sustainability of social enterprises. So, exploring
and examining the design and effects of incentive systems have
applied implications as well. As a result, a critical understanding of
the incentive mix used to motivate employees when they face
multiple, and at times conflicting, objectives is both of theoretical and
practical significance.
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Organizational Life Cycles: Growth or Development?
Cases from Textile & Clothing Industry in Kazakhstan
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Abstract
The paper raises the issue of small business owners’ attitudes to
treating their businesses’ mode of operation during different life
cycles stages of their companies. The paper also considers if there is
any difference between organizations growth and development in
relation to the OLC theory. A thorough literature review on the OLC
models is appended by two case studies of Kazakhstan local firms of
different age of both – the companies and their owners. The research
implemented the qualitative approach to understand the stage of life
cycles passed by the firms. The interviews with the companies’
owners are supported with the results of the questionnaire that helped
revealing the stages of the firms’ life cycles. The study determined
that age of the owners as an important factor. The research also
found that the relationship between the age of business owners and
their attitude to company’s mode of operation was significant
especially when it related to choosing a strategy and in understanding
the way of conducting a business.
Keywords: Organization Life Cycle, Growth, Development,
Manufacturing Firms, Kazakhstan.

1. Introduction
The notion of organization life cycle – OLC – is covering the
timeframe within which a company is functioning according to its
aims and objectives in producing either goods or services or both.
The theory of organization life cycle can help to trace any
organization which might be considered as a living organism;
according to Daft (2010, p.340) “organizations are born, grow older,
and eventually die”.
The issue of OLC is quite noted and developed in the western
studies, nevertheless for Kazakhstan researchers and businesses this is
a kind of ‘terra incognita’, but it is obvious that this has a big
interest for both groups: businesspeople and academics. Businesses,
comprehending the idea of organization life cycle, can recognize
stages of their development and choose a right strategy; academics,
* PhD Candidate, Doctoral Programs Department, Almaty Management
University, Almaty, Republic of Kazakhstan
E-mail: sholpan@almau.edu.kz and msholpanm@hotmail.com

applying a right model to understanding the businesses’ existence, can
work out their suggestions and advices on various management
aspects to the earlier. According to Cameron and Whetten who
referred to other authors, watching for the company progress through
its “life-cycle stages, it may be possible to predict the major
problems, decisions, and opportunities that an organization will have
to face, and to provide some suggestions for appropriate responses
(1981, p.27)”. One of the important aspects for managers is
anticipating if their companies are growing or developing. Some
companies prefer to stay in their current state, not to changing the
size but trying to implement new knowledge to produce innovative
products, for instance. For other companies to grow big means being
able to utilize their potential to exercise their market power in
producing utilitarian things.
Nowadays, when the Republic of Kazakhstan has started the
process of stepping away from the image of a resource-dependent
economy, it is the time to renew or establish manufacturing industries
among which producers of textile and clothes, can take their own
stake. In this situation it is important to understand how local
manufacturers of textile and clothing perceive themselves as either
they are doing their businesses to grow and to win the market share
or they are willing to utilize their knowledge and drive to grasp the
potential of coping with foreign producers of similar products.
Understanding their life cycles and the nature of their presence in the
market could be twofold beneficial for local companies: helping them
to survive in the conditions of the fierce competition from foreign
producers of similar products and being sustainable in that
competition for the country’s market in the nearest years and,
potentially, among world producers of textile and clothes in the far
future.

2. Case Studies
2.1. Textile & Clothing Industry of Kazakhstan
The development of textile and clothing industry in many countries
of the world is given considerable attention, since this industry has
very strong socio-economic impact. The importance of the industry is
due to the fact that it occupies the second position in terms of
consumption after the consumption of food products. The main world
manufacturers of the industry’s products are countries such as China
and India. China accounts for 40% of world cotton production, 64%
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of world production of yarns, 41% of world production of fabrics
and 50% of world clothing production (Tolykbekova, 2017).
In Kazakhstan, the influence of the industry on the country’s
economy is insignificant relative to other economic sectors. The
industry has a small share in manufacturing – no more than 1.2%
(Textile and Clothing Industry, 2016). Carrying out both primary
processing of raw materials and output of finished products the
industry is a complex one as it includes more than twenty sub-sectors
that can be combined into three main groups: textile; clothing;
footwear, leather products, and fur. The sector’s structure comprised
in 2015 of clothing (50%), textile production (41%), and footwear
and other leather products (9%). By the results of 2015 the domestic
market for consumption of the industry amounted to 1.4 billion US
dollars, of which only 7.3% were for domestic products. The volume
index of the industry’s products in the first half of 2016 grew by 0.4
per cent compared with a similar period of 2015. Growth in the
industry happened due to an increase in the textile production by 3.2
per cent. The decline was recorded in the production of clothing (by
0.4%) and leather, footwear and leather products (10.4%)
(Tolykbekova, 2017).
According to the industrial quazi-government body the ‘Agency of
textile and clothing industry’s enterprises’ the industry has problems
such as (1) low wage rates, (2) obsolete equipment which is renewed
by 3-4 per cent compared to 14-16 per cent worldwide, (3) high
share of gray production in the consumer goods market (Khudova,
2018). In this paper are considered two cases of local companies
involved in the clothing production of Kazakhstan. Let’s call them
Company X and Company Y.

2.2. Studies of Kazakhstan Entrepreneurial Companies
2.2.1 Company X
Company X was established in 1993 and took the leading place
among companies that produced knitted products. The owner of the
company, who is currently in his mid-fifties, started this business as
a young specialist in the industry having obtained the education from
the vocational college. There were the years full of difficulties – both
financial and psychological, as it was time after collapse of the
USSR and many people were unemployed as many enterprises were
getting closed. According to the owner his company passed each
stage of its development in every seven years. The company currently
employs more than forty highly skilled professionals with good
experience. The company is in the process of constant renovation and
modernization of its equipment. Its renewed fleet of knitting machines
gives “huge opportunities for producing a wide range of knitted
fabrics and finished products from different types of high-quality
natural raw materials… for all age categories of consumers and for all
occasions” by the words of the owner. The organizational structure of
Company X is very simple, and there are a few people in the
administration – the owner as a director, his wife as a manager and
accountant, and a technologist. The latter has been working with the
owner since the early years and has had specialized education, and
the main issues related to the technological processes in the company

are solved by her.

2.2.2 Company Y
Another company – Company Y – is a relatively young business
established in 2012 by a medical doctor who decided to fulfill her
childhood dreams to become a designer. Company Y produces “high
quality clothes for men and women with the middle and high
incomes,” as the owner explained. The business was launched after
conducted marketing research that had revealed that the level of life
became high enough but the market was lacking of good products
produced by local companies. They also considered that the society’s
new culture became strong by the 2010s and people demanded
comfortable but original, unique and beautiful things. The first two
collections were designed in Almaty but sewn in China and sold
within several days in the own shop opened just in a year after the
company’s establishment. The owner thinks that it is real if the
“Kazakhstani Zara” would appear in the local market. The company’s
structure is the simplest one and consists of the owner who
undertakes general managerial duties, her deputy manager who has
specialized education in fashion and manufacturing and serves as a
main consultant to the owner, and the store manager whose
responsibilities are to monitor the logistics processes between the shop
where clothes are produced and stores where they are delivered to
customers.

2.2.3 Companies Study
The study consisted of two parts – the questionnaire and the
interview held with the owners of the companies. The questionnaire
was borrowed from the Russian EMT (EMT, 2013) site as an open
source tool to conduct preliminary mini-diagnostics in organizations.
There were 21 questions about the companies’ situation in the
market. We asked two people from each company to answer the
questions. Occasionally it appeared that in both cases the second
people were doing a similar job – both of them were specialists that
were responsible for the technological issues in the companies.
In the Company X most of the questions were given positive
answers except the two of them:
Q18. “The Company has a system of evaluating the effectiveness
of advertising activities” and Q21. “The Company has a written
mission that is known to all employees”. These answers can tell that
the company either does not monitor its advertising campaigns or it
does not conduct them at all as well as it has not developed any
mission. These issues need to be further clarified in the later
interview.
The answer given to only one question by the owner of the
Company X and his technologist was different – Q10. “There is the
duplication of responsibilities (a situation when different employees do
the same tasks) in the company”. The owner answered negatively,
while the specialist gave the positive answer that meant that on the
operational level she felt that some duplication happened in the
company’s work.
The Company Y’s answers to the questionnaire contained more
negative responses to questions. The similar situation was found with
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the company’s mission – they do not have it. Besides the question
about the mission, the same (negative) responses were given by both
representatives from the Company Y – the owner herself and the
specialist – to the two more questions: Q5. “Monthly reports on
work contain a maximum of figures but do not require additional
explanations and take no more than one page” and Q14. “The
Company is aware of its market share”. From the answers we could
understand that the reports were rather voluminous and wordy and
they had not been interested in (or calculated) their market share yet.
Different answers were given by the owner of the Company Y
and her specialist to a few questions. The owners gave negative
answer to questions Q2. “The company’s goals comply with the
SMART principle”, Q17. “There is a plan for the company’s
development for the next three (or more) years”, and Q18. “The
Company has a system of evaluating the effectiveness of advertising
activities”, while the specialist answered positively to all them. The
answers to these questions could indicate that the owner either is too
far from the everyday activity and lets the specialist to actually run
the business or both the owner and the specialist have different ideas
about the business’s functioning. Another guess is that the specialist
is doing much better.

3. Management issues
From the interviews conducted with the owners of the studied
firms the difference in answers between the owners can be interpreted
as follows:
Start of the business
Depending on the conditions to start a business – involuntary or
by hobby – the overall managerial approaches can be different.
Age of the companies
The age of companies would reflect on the owners’ decisions
regarding the change of the equipment, not only in the sense of its
obsolescence, but because of the opportunity to obtain even more
modern versions of the same equipment.
Characteristics of the owners
The different generations of owners can tell us about the
distinction in their perception of the way of operation. Younger
persons may see more perspectives in the future due to the time
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frame and may have better attitude to the current problems.
Need for new knowledge
Both owners gave different answers as one replied that the
knowledge the owner had was sufficient to conduct the business,
while another person showed a big interest to trainings conducted by
one local entrepreneurial university. These inferences can tell us that
one who has less constraints can think more freely not about the
product design, for instance, but also about how to treat the business.
The two firms analyzed in the paper working in the same industry
and referred to small businesses according to the Entrepreneurship
Code of the Republic of Kazakhstan have been taken as an example
of the most evident difference between old and new styles of
thinking of entrepreneurs. The most acute problem for Kazakhstan
companies in the manufacturing sector, especially those that are
functioning in the country’s textile and clothing industry is survival
as the competition from foreign producers is very high and barriers
to enter the local market are low.
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Abstract
In recent years, the rapid development of cross-border e-commerce
has become an important way for China's foreign trade and has
driven the development of China's national economy. Coupled with
the "One Belt One Road" initiative, China's cross-border e-commerce
ushered in an unprecedented opportunity for development. Shandong
Province occupies a superior geographical location and unique product
structure characteristics. Its cross-border e-commerce is in a stage of
initial development and has a promising future. In 2015, the
Shandong Provincial Government promulgated the "Shandong
Provincial Action Plan for Cross-border E-Commerce Development"
and launched the "635 Project" for cross-border e-commerce. And set
a goal about that at the end of 2017, nurtured 600 cross-border
e-commerce leading companies, the construction of 30 provincial-level
cross-border e-commerce parks, 50 cross-border e-commerce public
overseas warehouse. While various policies have promoted the
development of cross-border e-commerce, some problems have also
arisen. If we seize the opportunities for cross-border e-commerce
development, and catch up with the overall pace of cross-border
e-commerce development in China, cross-border e-commerce will
become a new driving force for Shandong's foreign trade growth.
This article mainly focuses on the status quo and existing problems
of the development of cross-border e-commerce in Shandong
Province, and puts forward suggestions for optimizing the
development of cross-border e-commerce in Shandong Province.

and the final delivery of goods and other related activities are
accomplished.
With the advent of the "Internet+" era in 2015, cross-border
e-commerce has come to the forefront of the capital market.
Cross-border e-commerce is expected to become a weapon for
lowering the growth rate of hedge exports. In recent years, with the
deterioration of international trade conditions, and the continued
weakness in Europe and Japan, China's export trade has experienced
a slowdown in growth. But the new trade represented by cross-border
e-commerce has gradually accelerated its pace of development in
recent years and is expected to become a new growth engine for
China's trade and even the entire economy. According to the statistics
of the General Administration of Customs, the total value of
cross-border e-commerce import and export merchandise that was
checked and released by the national customs through the system in
2017 totaled 90.24 billion yuan, an increase of 80.6% year-on-year.
The rise of cross-border e-commerce not only drives the development
of China’s foreign trade, but also promotes the transformation and
upgrading of traditional manufacturing. The “One Belt One Road” as
China's national top-level cooperation initiative has an important role
in promoting the development of cross-border e-commerce and
stimulating economic growth. Therefore, the “One Belt One Road”
and “foreign trade” have also become key words for government
work reports.

Keywords: Cross-border e-commerce, Foreign trade, Product Structure

1. Introduction
Cross border e-commerce refers to the trading entities in different
countries or regions, taking the e-commerce platform as the medium,
with information technology, network technology, and payment
technology as technical support. The exhibition, display, browsing,
price comparison, order placement, processing, payment, customer
service, and other activities of goods are realized through the Internet,
through offline cross-border logistics, goods flow from seller to buyer,
* First Author, Professor, Dept. of Economy and Management, Zao zhuang
University, Zaozhuang beian Road 1, Shan dong, China.
Tel: +86-157-6326-0803, E-mail: appleshan_001@163.com

Figure 1. China's import and export trade and cross-border e-commerce
transactions from 2010-2017
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2. Literature Review
2.1. The status of cross-border e-commerce in Shandong Province
Shandong Province is located at the lower reaches of the Yellow
River and borders the Bohai Sea and the Yellow Sea to the east. It
is the confluence of the Bohai Economic Zone and the Yellow River
Economic Belt. It is also the junction of North China and East China
and occupies an important position in the national economic structure.
In recent years, cross-border e-commerce in Shandong Province has
developed rapidly. Since 2014, Qingdao and Yantai have successively
become cross-border e-commerce pilot cities. In 2015, the Shandong
Provincial Government promulgated the "Shandong Provincial Action
Plan for Cross-border E-Commerce Development" and launched the
"635 Project" for cross-border e-commerce. And set a goal about that
at the end of 2017, nurtured 600 cross-border e-commerce leading
companies, the construction of 30 provincial-level cross-border
e-commerce parks, 50 cross-border e-commerce public overseas
warehouse. From January to October 2017, Shandong Province
increased its exports by 4.6 times under the "9610" system model of
customs cross-border e-commerce customs clearance service platform.
It added 1945 export enterprises and contributed 25.4% of the
province's export growth. In 2017, the cross-border e-commerce
import and export value of Shandong Province was 1.98 billion yuan,
which was a four-fold increase from 2016. South Korea has become
a major export market for cross-border e-commerce in Shandong, with
an export value of 1.09 billion yuan.

entered a period of rapid development with the support of
government policies, and the demand for relevant professionals has
been increasing year by year. Cross-border e-commerce companies
face customers from all over the world. These customers use different
languages, have different cultural backgrounds, believe in different
religious beliefs, and have different living habits. This makes
cross-border e-commerce more complex than domestic e-commerce. In
addition, the smooth development of e-commerce needs to involve the
network, electronic payment, logistics and security knowledge, which
requires a qualified cross-border e-commerce staff to master a variety
of skills, to understand international trade and e-commerce, also
master a foreign language. Therefore, it will take more time to train
cross border e-commerce talents than domestic talents, resulting in a
shortage of professionals in cross-border e-commerce. The number of
effective posts in Shandong's cross-border e-commerce industry in
2017 is 46392, but the number of job seekers in the industry is only
18544. The number of job seekers is only 39.9% of the number of
jobs. The supply and demand of talents is out of balance, and the
supply of talents cannot meet the needs of the employers.

2.2. Problems in Developing Cross-border E-Commerce in
Shandong Province
2.2.1. Cross border e-commerce enterprises are complicated in
terms of customs clearance and tax refund, with low

Figure 2. Shandong cross-border e-commerce industry jobs and job seekers
in 2017

efficiency.
The main method adopted by cross-border e-commerce in
Shandong is to apply for customs clearance. This type of customs
clearance has complicated procedures and severely reduces the
efficiency of cross-border e-commerce. In order to standardize the
behavior of cross-border e-commerce companies, the General
Administration of Customs stipulates that two different monitoring
systems should be adopted for commodities and goods, and that all
overseas express orders must not be handled in accordance with the
imported postal articles when they go through the formalities for
customs clearance, always take postal parcels for customs clearance of
trade goods. This approach is not suitable for multi-species,
small-batch, multi-frequency cross-border retail sales. In addition,
many cross-border e-commerce SMEs in Shandong Province do not
have the right to operate import and export, and there are numerous
procedures for settlement and refund, which restricts the development
of cross-border e-commerce.

2.2.3. The legal system of cross-border e-commerce is not sound
The transaction environment faced by cross-border e-commerce is
more complex than that of domestic transactions, but its supervision,
trade, taxation, and dispute resolution have not yet established
relevant regulations and standards for cross-border e-commerce in
Shandong and even the whole country, which leads to the failure to
follow the legitimate rights and interests of consumers. In terms of
market supervision systems, some cross-border e-commerce companies
use e-commerce platforms to commit frauds or infringe intellectual
property rights, seriously affecting the image of cross-border
e-commerce companies and hindering the further development of
cross-border e-commerce.

2.3. Countermeasures for Developing Cross-border Electronic
Commerce in Shandong Province
2.3.1. Construction of cross-border electricity supplier operation

2.2.2. Large gap in cross-border e-commerce talent demand
In recent years, the cross-border e-commerce in Shandong has

platform, explore customs clearance, tax rebate paperless
road, improve customs clearance, tax rebate efficiency
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On the basis of increasing the support and guarantee of science
and technology, the government has taken the initiative to build
cross-border electricity supplier operation platform. The Customs
should rely on multiple comprehensive bonded areas in Shandong on
the basis of effective performance of the inspection of physical
responsibilities, explore ways to solve cross-border e-commerce
problems such as customs clearance, quarantine and tax refund,
explore paperless roads for customs clearance and tax rebate, ensure
fast customs clearance, and realize rapid tax rebates.

2.3.2. Strengthen the training of cross border e-commerce talents,
and build a training base for cross-border e-commerce
talents.
It is difficult to train talents in cross-border e-commerce, and cross
border personnel are mostly compound talents. Understanding foreign
trade, understanding foreign languages and understanding the foreign
markets are the most important thing to have independent driving
force. Mastering e-commerce skills, its demand for talent gap is much
larger than domestic e-commerce. The universities in Shandong should
strengthen their cooperation with cross-border e-commerce enterprises
and industry associations, understand the needs of the actual talents
of enterprises, and build a training base for cross-border e-commerce
talents in the integration of university experts, cross-border
e-commerce enterprises and industry associations.

2.3.3. Establish and improve the legal system of cross-border
e-commerce, and lay a solid foundation for the development
of cross-border e-commerce.
Establish and improve the legal system for cross-border
e-commerce and timely introduce laws and regulations regulating the
cross-border e-commerce market. There are laws to follow when
resolving disputes. At the same time, it is necessary to study and
formulate a market supervision system suitable for cross-border
e-commerce companies, strengthen the regulation and supervision of
cross-border e-commerce companies and platforms in Shandong and
severely crack down on various actions that affect the image of
cross-border e-commerce companies.
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3. Conclusions
The development of cross-border e-commerce in Shandong province
is a long-term and long-term process as well as the development of
cross-border e-commerce at home and abroad. Through analysis of the
status quo, it is understood that Shandong’s cross-border e-commerce
development environment and industrial foundation are at the leading
level. Driven by the favorable national policies, many foreign trade
companies in Shandong will emerge from the cross-border trade and
e-commerce field in the future. With the continuous maturation of
"cross-border platform", "mobile payment" and "internet finance"
technologies, it can be predicted that in the future, Shandong will
usher in a higher-level "cross-border e-commerce era."
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Unconventional Strategic Alliance of Amazon, Berkshire, and JP Morgan
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*

Abstract
The purpose of this paper is to explore and examine the newly
formed strategic alliance by Amazon, Berkshire Hathaway (Berkshire)
and JPMorgan through the lens of strategic alliance, corporate
philanthropy, and corporate social responsibility. This is an analytical
case study that examines the existing scholarly articles in strategic
alliances, corporate philanthropy, and corporate social responsibility to
describe and analyze the strategic alliance o Amazon, Berkshire, and
JPMorgan. There is a clear limitation in explaining this type of
unconventional strategic alliance with exiting definitions and concepts
of conventional strategic alliances. However, the objective and nature
of this strategic alliance based on the brief analysis indicate that this
particular strategic alliance is the result of an effort to resolve a
social problem, the ineffective healthcare system in the U.S., rather
than focusing on business benefits and profits. The formation of a
strategic alliance by Amazon, Berkshire Hathaway (Berkshire) and
JPMorgan to create a non-profit independent healthcare company for
improving healthcare for their domestic employees is a textbook
example of social innovation, wherein three companies form an
alliance to tackle the most challenging social problem in the United
States. The three companies have the necessary resources, technology,
finances, and logistics to form and execute the strategic alliance and
its operations.
Keywords: Strategic Alliance, Corporate Philanthropy, Corporate
Social Responsibility.

disciplines because of the unconventional nature of the strategic
alliance.
The essence and time of this announcement provides hope for the
future of healthcare system in the United States. Many believe the
current healthcare system in the United States does not work, and the
heated debate of the healthcare system only focuses on the issue of
Obamacare (Affordable Care Act), rather than improving and creating
an effective healthcare system. Although the United States is the most
economically advanced country in the world, it does not have
universal healthcare coverage that is comparable to those of other
advanced industrialized countries like Germany and Canada.
According to Fact Sheet 2016, rapid and continuous increases in
the public healthcare costs and healthcare premiums and uneven
healthcare coverage are major healthcare problems in the U.S., and
these problems, especially rising medical costs, have caused many
people into bankruptcy. Some business analysts and practitioners
believe this alliance could impact the conventional healthcare system
in the U.S., but others believe that the traditional U.S. healthcare
system with the major insurers and pharmaceutical companies is too
big and established to be swayed by this alliance. The ultimate
objective of this alliance, according to the three companies, is to
provide better and more efficient healthcare coverage and service to
their approximately 1. 2 million employees as of January 2018,
(Wingfield, Thomas, & Abelson, 2018).
There is no reason for both public and private sectors to oppose
this type of a non-profit, employee oriented, and more efficient
healthcare alliance company, except by the big money-making players
in the current healthcare system. However, the announcement confused
and made people wonder the true nature of this alliance because
people, including business and organizational strategic alliance experts,
have not seen this type of unconventional alliance.

1. Introduction
Amazon, Berkshire Hathaway (Berkshire) and JPMorgan together
announced a formation of a strategic alliance to create a non-profit,
independent healthcare company for improving healthcare for their
domestic employees (Wingfield, Thomas, & Abelson, 2018). This
announcement came as a surprise and shocked not only the healthcare
industry but also the scholars and practitioners in management
* Associate Professor,Department Chair, Business, International Business,
& Marketing, SUNY Empire State College, USA. Tel: +1-607-273-4536,
E-mail: Dongho.Kim@esc.edu
** Corresponding Author, Professor, College of Health Industry, Eulji
University, Korea. Tel: +82-31-740-7292, E-mail: retail21@hanmail.net

2. Strategic Alliances
In general business or organizational environments, both for-profit
or not-for-profit organizations develop strategic alliances to achieve
common objectives and benefit from the strengths of other
organizations in the alliance (Mockler, 1999). Some suggest that
strategic alliances help companies to share their resources, gain
market share or power, and gain competitive advantage (Iyer, 2002;
Koza & Lewin, 1998; Lin & Cheng, 2010).
Some major reasons for organizations in forming a strategic
alliance is when “organic growth alone is insufficient, speed to
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market is essential, complexity is increasing, partnership can defray
rising research and development costs, and alliances facilitate access
to global markets” (Isoraite, 2009, p.39). As such, both the definition
and major reasons of strategic alliances do not explain the alliance of
Amazon, Berkshire Hathaway (Berkshire), and JPMorgan to develop a
non-profit healthcare company. These three companies have no
common business attributes, and each company does not need the
other two companies to achieve their business objectives or goals.
There is no issue associated with formal or social control, risk,
motivation, trust, and alliance performance (Su, Xie, & Li, 2009) in
this strategic alliance because these three companies are developing a
completely different organization that is not associated with their
business and because it is a non-profit organization. The following
statements from three CEOs clearly suggest that this is not a
conventional strategic alliance:
“The healthcare system is complex, and we enter into this
challenge open-eyed about the degree of difficulty (Jeff Bezos,
Amazon)”, “The ballooning costs of healthcare act as a hungry
tapeworm on the American economy. Our group does not come to
this problem with answers. But we also do not accept it as
inevitable (Warren Buffett, Berkshire)", and “The three of our
companies have extraordinary resources, and our goal is to create
solutions that benefit our U.S. employees, their families and,
potentially, all Americans (Jamie Dimon, JP Morgan)” (Wingfield,
Thomas, & Abelson, 2018, p.5).
There is a clear limitation in the existing conventional definitions
and concepts to explain this type of unconventional strategic alliance.
The objective and nature of this strategic alliance indicate that this
particular strategic alliance is to resolve a social problem, the
ineffective healthcare system in the U.S., rather than focusing on
business benefits and profits.

3. Corporate Philanthropy and Corporate Social
Responsibility
Many business organizations include corporate philanthropy and
corporate social responsibility (CSR) in their business activities and
strategies, and many existing researches and cases validate the
importance of corporate philanthropy and CSR. Although many people
simply view corporate philanthropy as voluntary charitable activities
by business organizations, there is a multidimensionality of
philanthropy. Bergman, Bergman, Liu, and Zhang (2015) applied Von
Schnurbein and Timmer’s topology of philanthropy with four
philanthropic initiatives to describe the multidimensionality of
philanthropy.
Grant giving, investment, skill development, and mobilization are
four philanthropic initiatives that guide whom and how to support
them. Grant giving is the basic dimension of philanthropy where
business organizations provide financial aid through scholarships and
charitable contributions. Skill development focuses on capacity
building and empowerment of individuals or organizations instead of

financial support, and mobilization focuses on supporting and
promoting social changes and advocating policy development. The
final type of philanthropic topology is investment, “philanthropic
investments provide startup capital to social enterprise which seek
new and innovative approaches to solving social problems (p.8)”.
Of the four types of philanthropic dimensions, the concept of
“investment” seems to best explain the definition and concept of
CSR, “a concept whereby companies integrate social and
environmental concerns in their business operations and in their
interaction with their stakeholders on a voluntary basis” (Harazin &
Kosi, 2013, p.28). Harazin and Kosi (2013) argue that the concept of
CSR does not provide the ways of achieving CSR efficiently. Since
social efficiency is missing, the concept of social innovation is the
real answer to explain CSR in terms of social efficiency. Companies
developing better and efficient ways to tackle and resolve the most
challenging problems in society, e.g., climate change, disease, poverty,
etc., is the example of social innovation.

4. Conclusions
The formation of strategic alliance by Amazon, Berkshire
Hathaway (Berkshire) and JPMorgan to create a non-profit
independent healthcare company for improving healthcare for their
domestic employees is a textbook example of social innovation, in
which three companies form an alliance to tackle the most
challenging social problem in the United States. While the three
companies have the necessary resources, technology, finances, and
logistics to form and excute the strategic alliance and its operations,
no one knows whether this strategic alliance may be able to
overcome the major huddles of the U.S. healthcare system because
the healthcare system is not bound by or operated in a business
environment, as it is embedded deeply into a political arena.
However, the announcement of this strategic alliance by three global
companies alone gives hope to many Americans who do not have
healthcare coverage, who worry about high medical costs, who pay
higher premiums, and who don’t have sufficient coverage.
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Study on group financial sharing issues in big data era
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Abstract
The financial data of enterprises gather all kinds of information
formed in the process of production and operation of enterprises, and
the processing of financial data is related to the play of accounting
functions. Especially in financial Shared mode represented by cloud
computing the emergence and development, encourage enterprise
group for the complicated financial data analysis processing, "Data
has become a kind of business capital, an important economic input
that can create new economic benefits" Scheindberg points out in
<age of big data>. In fact, data can be used skillfully to inspire new
products and services once the mind changes. The secret of data is
known only to those who are humble, willing to listen and master
the means of listening. thus conducive to group enterprise implement
financial scale effect, the implementation of financial process
reengineering and enterprise resources, to achieve the ultimate goal of
improving the efficiency of financial management. Finally, the
enterprise should combine the job division of the staff in the
financial sharing service center, clarify their job responsibilities, and
formulate a scientific performance evaluation system to achieve the
effect of motivating employees.
Keywords: Financial sharing, Group financial, Tianbao.

1. Introduction
"Data has become a kind of business capital, an important
economic input that can create new economic benefits" Scheindberg
points out in <age of big data>. In fact, data can be used skillfully
to inspire new products and services once the mind changes. The
secret of data is known only to those who are humble, willing to
listen and master the means of listening.
Financial Shared services center (FSSC) is a group enterprise under
the background in the era of big data for a beneficial try to
Financial management, its essence is to rely on information system,
will be different or the same enterprise accounting unit of the
Financial personnel, Financial resources, Financial business process
integration is Shared, so as to realize Financial scale Financial
management to reduce costs, make the traditional accounting model of
* Business of school,Shandong University of Political Science and Law,
China.

Financial management mode to the accounting supervision and the
management mode of change.
Tianjin Tianbao holdings co., LTD., founded at the end of the last
century as a large state-owned enterprise, through the development,
has become the resource development industry, infrastructure,
operating services, high-quality equity investment and excellent project
as its main business, multi-industry simultaneously, diversified
development of enterprise group. Financial Shared services center of
Tianjin Tianbao holdings with a clear market positioning and
professional service system, group enterprises have further reduce cost,
improve the efficiency of financial management, financial
management, but also actively explore new pattern, Shared service
center's service is our country enterprise financial Shared services
model of active explorer and promoters. Under the background of big
data era, the practice of Tianjin Tianbao financial sharing service
center is discussed as follows.

2. Create FSSC with both Sharing and Service Functions
Unify the financial rules and regulations, coordinate the accounting,
and construct a complete and adequate system of support.Unified
financial rules and regulations and accounting methods of group
enterprises are the preconditions for financial sharing. Throughout the
successful cases of financial sharing service centers at home and
abroad, financial system and accounting sharing are often the first to
get involved. Investigate its reason, the molecular companies follow
the principle of internal control under accounting guidelines to
establish rules and regulations, more common than personality,
combined with such as general ledger, accounts receivable accounts
payable in accounting management, fixed asset accounting and
financial reporting process such as business module is the basic
function, general accounting software, therefore, this part is often
Shared mode for the contents of the first.Specifically, Tianjin Tianbao
holding co., LTD. 's main exploration in the process of unifying
financial rules and regulations and collaborative accounting is as
follows:

2.1. Implement unified accounting subject coding and financial
system.
Tianbao holdings limited as Tianjin bonded area management
committee and the investment of state-owned enterprise, already
developed now become involved in include municipal construction,
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urban heat, logistics, transportation, and financial services more than
many fields such as industry of large enterprise groups. Due to the
characteristics of each molecular company's industry, it is different in
accounting system design. Tianbao holdings, financial Shared services
center in the process of construction, to realize the characteristics of
its own existence situation more complex, followed by the new
accounting standards requirements, in-depth investigation and study,
the molecular company completed the entire company uniform
accounting subject coding as well as the preparation of basic financial
rules and regulations.

2.2. Centralized accounting and processing of general ledger and
financial statements.
The two modules of general ledger and financial statement, as the
crucial content in the integrated accounting, need to be dealt with
emphatically in the process of financial sharing and realize the
centralized accounting treatment. In particular, it is reflected in the
audit and filling of original vouchers and accounting vouchers, the
registration and preparation of accounting books, and the compilation
of accounting statements. Tianbao holdings, financial Shared services
center construction process, combining with the characteristics of their
own group and requires various molecular company responsible for
the original documents drawn up and review, information system to
the company's headquarters by Tianbao holding financial companies to
focus on. The original paper documents shall be filed by each
molecular company, and the company headquarters shall be
responsible for the electronic filing of all accounting materials.

2.3. Establish a systematic and perfect accounting sharing service
platform.
After the two major modules of general ledger and financial
statement have realized centralized accounting treatment, it is
necessary to integrate other subsystems and finally establish a
systematic and perfect accounting sharing service platform. Tianbao
holdings focus on include online reimbursement module,
bank-enterprise straight league module, finance-enterprise straight
league module many modules, such as content, form is its mature use
FSSC accounting sharing service platform.
At the same time, Tianjin Tianbao holdings is trying to explore
the centralized processing of the whole range of accounting including
the original document review, so as to realize the non-dead Angle
financial sharing service model.
Implement the transformation of financial personnel, taking into
account costs and benefits.
The construction of the financial sharing service center relies on
the advanced and perfect information system, which will greatly
streamline the financial branch and reduce the number of financial
staff. For this part of financial personnel, organizational reconstruction
is related to the effect of financial sharing service center construction
and also affects the overall stability of group enterprises. Tianbao
holdings in the process of building a financial Shared services center,
the financial staff for centralized management, adhere to their own
professional background, work experience and group strategy target

need condition such as the three classes of business finance, sharing
financial and strategic, according to position requirements for different
forms of transformation.
Promote business process reengineering and form an optimized and
efficient financial process mechanism.
Business process reengineering is a necessary condition for
designing a reasonable and running financial sharing service center.
Tianbao holdings in building financial Shared services center in the
process of reviewing all the financial work of the group companies
and molecular processes, to fill in the notes, paste paper, image
scanning, upload images occupy resources such as repeated work and
has the added value of process reengineering, the realization of the
system automatically push. In addition, for other business processes to
conduct a comprehensive review of the non-core business processes
spun off from the core business processes, further implement the
financial business process reengineering, forming efficient FSSC
business process optimization. Financial Shared services center through
business process reengineering, on the one hand, reduced the financial
work redundant links, improve the efficiency of the financial work,
on the other hand can each process unit further focus on core
business, improve business processes, the overall competition level.
Introduce and improve the accounting information system, and
promote the efficient and stable operation of FSSC.
The continuous operation of financial sharing service center cannot
be supported by efficient and unified accounting information system.
Before the establishment of financial sharing service center, most of
the subsidiary companies of Tianbao designed their own accounting
information system according to their own business needs. However,
there are many drawbacks in these information systems, such as
inconsistent rules, inconsistent logic, and unable to connect and share
data ports. And the establishment of the financial Shared services
center, it can be further clear objectives, to exist alone before the
molecular companies classified information system integration,
formulate unified logical rules and the realization of the maximum
data resource sharing between each molecular company.
In document image processing system construction. Tianbao
holdings, financial Shared services center information image
processing system is established, in particular, for the daily business
of various molecular company fill in business documents respectively
after examination and approval to enter information image processing
system, scanning at the same time, the accounting methods of
normative examination, and eventually the scanning stored as image
data for storage. In order to make full use of the above image
information effectively and efficiently, financial Shared services center
Tianbao imported from Russia OCR electronic information acquisition
system, guarantee more than 98% of the paper or scanned image
information can be extracted to classify accurately and timely
summary.

4. Prospect Of Financial Sharing Service Model in
the era of Big Data
The most prominent feature of the big data era is that enterprises
receive or transmit a large number of information data of different
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types. Although the practice of the financial model can help
enterprise as a whole process information data, saving the cost of
financial management, improve work efficiency, but based on the
enterprise financial sharing pattern practice starts late in our country,
the informationization degree of various reasons, China's enterprises
generally faced with Shared services model system itself, process
optimization, management, and personnel management aspects of
information security risk. Therefore, in order to fully enjoy the
convenience and efficiency brought by the financial sharing service
model in the era of big data, enterprises should actively respond to
risks and improve their management level.
1. Optimize the sharing service mode and reduce the risks of the
system.
In the era of big data, the practice sharing service mode of
enterprises and the establishment of financial sharing service center
are inevitably subject to system risks. Financial Shared services center
on the one hand, the construction of the early evaluation, site
selection and building information system platform, mid and late
Shared service center of equipment maintenance and update systems
require numerous and huge amount of money and manpower.
However, the above investment cannot guarantee the smooth operation
and good effect of the financial sharing service center. It may also
lead to the loss of enterprise investment and deep financial crisis. On
the other hand, under the financial Shared services model,
implementing the centralized financial management, a large number of
financial personnel work form change, easy to cause financial
management perform poorly or stagnation, and in sharing mode, the
financial work process problems, will be even more difficult for those
responsible cognizance.
To risk financial Shared services center system, on the one hand,
establish a Shared services model advance evaluation mechanism, on
the basis of investigation and a comprehensive assessment of risk and
profit, follow the cost-benefit principle based on the careful
construction scheme is determined. On the other hand, a financial
sharing service center operation performance evaluation system is
established to clarify personnel responsibilities and investment benefits.
2. Strengthen business process management and dredge data
transmission channels.
Due to the limitation of resources and time during the construction
of financial sharing service center, it is difficult to build financial
sharing business process overnight. As the change of internal and
external environment facing the enterprises, the initial build business
process will appear all sorts of malpractices, blocking the normal
flow of business data processing, thus causing the failure of the
financial Shared services platform. Therefore, it is necessary to
enhance the optimization of business processes under the Shared
service model to reduce their operational risks.
Financial Shared services center for business process management
risk, the enterprise shall, on the basis of full investigation according
to the business development needs, combined with the enterprise
internal and external environment changes, optimize accounting data
transfer process, improve standard accounting data interface work

205

efficiency, guarantee data transmission channels Shared service mode.
3. Build a network defense system to improve information
processing capacity.
The era of big data, group finance sharing of geometric model to
deal with the information data, if not able to timely and effective
treatment for these data backlog, and will often cause information
transmission channel congestion. In addition, the network supported
by the financial sharing service center is characterized by openness,
which is easy to be invaded by viruses and leads to corporate
information leakage.
May face the information risk of the financial Shared services
center, an enterprise shall intensify the building of platform network
defense system, regular check financial Shared services platform,
improve the relevant personnel responsibility, clear the modules
sharing service platform security performance of ascension. According
to information processing ability problem, enterprises need innovation
data collection approach, learning advanced experience of the large
data processing, the formation of personnel structure is reasonable, the
processing technology of advanced intelligent data processing platform.
4. Improve corporate cultural identity and deal with personnel
transformation risks.
Big data era background, more and more enterprise practice
financial Shared services model, makes the enterprises are faced with
the increasingly serious internal personnel management risks, if not
tackle this problem, tend to be adverse to the healthy development of
the enterprise lasting. In particular, financial Shared services center by
means of the advanced information system and modeling of processes
to financial personnel by the business before the front-end to
back-end transfer, directly deal with economic business opportunities,
combined with the outstanding characteristic of the sharing model is
standardized process, forms of financial personnel with a single
electronic proof documents, thus in the long run lead to spare oneself
thought, cause adverse consequences of responsibility consciousness is
not strong. In addition, according to the construction experience of
Tianjin Tianbao financial sharing service center, the staff mobility of
the sharing service center is strong and it is difficult to retain
professionals for a long time. Therefore, the absence of business
process management personnel affects the overall operation of
financial sharing service center.
In view of the personnel management risks existing in the
financial sharing service model, it should be addressed by optimizing
employee performance evaluation system and improving corporate
cultural identity. First of all, the staff of the financial sharing service
center will be trained on business at regular intervals, so as to
understand the essence of financial sharing service mode, and
comprehensively master front-end business and back-end business.
Secondly, we should strengthen the cultural construction of enterprises
and enhance the collective consciousness and sense of responsibility
of employees in the Shared center through cultural and sports
activities. In the design of business process of sharing mode,
humanistic care should be considered as much as possible. Finally,
the enterprise should combine the job division of the staff in the

206

Zhou Chen / 14TH INTERNATIONAL CONFERENCE 203-206

financial sharing service center, clarify their job responsibilities, and
formulate a scientific performance evaluation system to achieve the
effect of motivating employees.

5. Conclusion
Tianjin Tianbao holding financial sharing service center practice,
step by step, including setbacks and setbacks. However, under the
background of big data era practice financial Shared services model is
the inevitable choice of group enterprise persistent development, group
enterprises should fully investigation, careful design, pay attention to
regulation, Shared services actively comply with the trend, achieve
sustained and healthy development of enterprises.
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Abstract
This study undertake to figure out 2 country’s trade structure to
accelerate Korea-USA economic cooperations and find out trade
discrepancy to increase trade volume through improvement direction
and eventually, look for way of trade expansion. In order to analyze
trade decision factor of both 2 countries, Indexes of TSI and RCA
invented by trade specialization theory and revealed comparative
advantage are used to analyze them. 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, So, Korea is taking
comparative advantage of export specialization. Second, 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 to see how inter-trade relations
are changed over past 10 years.

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.
In view of our economic situation, economic cooperation in
Northeast Asia provide opportunities for industrial technology
cooperation with USA while competition between industries is
accelerating to diversify our export markets and to save a stable
resources a very positive the effect is expected to bring out.

2. Literature Review
2.1. Revealed Comparative Advantage Index for Korea-USA
Car Industry
Now, specifically, you can calculate RCA index for Korea-USA
Car Industry as follows;
Table 1. RCA Index for Korea-USA Car Industry Unit: USD

Keywords: Car Business, Trade Structure, Trade Specialization,
Revealed Comparative Advantage.

2000

⓵ Korea auto
export against
USA/world total
auto export
0.010

⓶ Korea total
export against
USA/world total
commodity export
0.006

2005

0.012

0.004

3.000

2010

0.010

0.003

3.333

2013

0.014

0.003

4.667

Year

1. Introduction
Korea’s car output is expected to increase in 2015, according to
an industry outlook jointly released by the Ministry of Trade,
Industry and Energy(MOTIE) 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 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
* First Author, Professor, Department of International Trade, Dongeui
University, Busan, Korea. E-mail: jslee7@deu.ac.kr

⓵/⓶ RCA value
1.667

Source : own

Per <Table 1>, RCA index is 1.667 in 2000. As that is
significantly bigger than 1, Korean car industry is considerably
comparative advantage with USA compared to other industries. RCA
index is 3,000 and 3,333 in 2005 and 2010 respectively which means
it is much bigger than 1, and it is pretty much improved rather than
2000 as well as comparative advantage against USA is also pretty
much improved compared to other industries.
RCA index is 4.667 in 2014 which is much bigger than 1 and
Korean car industry has been continuously comparative advantage
against USA since 2000 compared to other industries. Consequently,
it indicates Korean car industry has absolutely comparative advantage
against USA car industry.

2.2. Trade specialization index for Korea-USA Car Industry
Per <Table 2>, TSI is 0.852 in 2000, 0.880 in 2005, 0.860 in
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2010 and 0.872 in 2014 each one that the index is approaching to
+1 throughout whole research period. Even though TSI degree in
2010 is downward compared to that 2005, it is still coser to +1 and
TSI degree still bounds to +1 as 0.872 in 2014.
As TSI is between maximum value +1 and minimized value –1, in
case this index is higher, it means the competitiveness is strong. 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
in case it is approaching to +1, it means export specialization degree
is high. Consequently, Korea is comparative advantage of export
specialization. On the other hand, USA is comparative advantage of
import specialization based on time-serial research analysis method
from 2000 to 2014.
Table 2. Korea Trade Specialization Index against USA
Unit: USD

Year

⓵ Korea Auto
export against USA
– US auto export
against Korea

⓶ Korea Auto export
against USA + US
auto export against
Korea

⓵/⓶ TSI value

2000

5,200,929,840

6,100,851,396

0.852

2005

10,043,650,078

11,408,269,194

0.880

2010

9,976,054,435

11,604,835,441

0.860

2014

17,184,279,308

19,698,717,304

0.872

Source : own

3. Conclusion
This study empirically analyze how Korea-USA trade dependent
relationship is shifted during approximately 15 years(2000, 2005,
2010, 2014) through trade specialization index and revealed
comparative advantage index. By this, we can review import &
export structural factor of 2 countries. Let me summarize results from
empirical analysis as follows;

This research conducted by 2 theories, of which Trade
Specialization Index and Revealed Comparative Advantage Index
resulted in same conclusions. However, both Indexes did not satisfy
practical verification crystal clearly that 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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Abstract
These days, the traffic related problems are very common things in
our life. Under the background of green, low carbon, environmental
protection and sustainable development, shared bicycles have achieved
a rapid development period, with remarkable achievements and many
problems. Shared bicycles have solved the problem of "the last mile
of city traffic". However, this new thing still faces many problems
such as lack of supervision, industry competition, high cost, low
operating efficiency and hidden danger. The development of internet
technology and the popularization of mobile phones provide technical
support for the promotion of shared bicycles. Shared bicycle users
can realize the positioning of the no-pile bike with the help of GPS
positioning technology, and realize convenient and quick payment by
means of mobile payment technology. It is an important part of the
supply-side structural reform in public transportation to solve the short
distance transportation problem. In cities, buses and subway systems
have been unable to solve the "last mile" problem of people
traveling. Compared with the public bikes introduced by the
government, the advantages of shared bikes in fast certification and
no piling are obvious. In order to solve the problems above, we need
the cooperation of core stakeholders such as government, industry,
enterprises and users.
Keywords: Shared Bicycle, Sharing Economy, Internet, Business
Model.

1. Background and Significance of the Emergence of
Shared Bicycles
1.1. Background of the Emergence of Shared Bicycles
1.1.1. Political Environment
Traffic pressure is a problem for every city. The increase of
private cars has led to the normalization of urban traffic congestion,
and the restrictions on out-of-town field plates and odd-numbered
* This study was funded by Young Academic Innovation Team of
Shandong University of Political Science and Law.
** School of business, Shandong University of Political Science and Law,
Jinan, P.R. China. E-mail: gaohang1020@sina.com

license plates can't solve the problem of congestion. Shared bikes can
contribute to the solution of urban traffic congestion and get
government support and assistance. For example, the municipal
transportation commission of Shenzhen has published a number of
opinions on encouraging the regulation of internet bikes, which has
encouraged and standardized the industry of shared bicycles. In
Shenzhen, around the city's large rail transit sites with a large amount
of bicycles, the first batch of 280 standard parking spots were
planned. In recent years, the state has vigorously promoted the PPP
mode, and the supporting policies have been released successively,
which provides a favorable environment for the development of
shared bicycles. However, due to the explosive growth of the number
of shared bicycles, the government departments have relatively
insufficient management and input personnel.

1.1.2. Economic Environment
In 2017, China's annual GDP was 8.277 billion yuan, with an
increase of 6.9% over the previous year. China's total population has
been growing steadily, and the urbanization rate has continued to
increase. The number of urban residents as reached 793 million, an
increase of 21.82 million over the past year. As the internet becomes
more mature, the volume of transactions in sharing economy
continues to increase, and the cost is gradually reduced. In 2016,
China's sharing economy has developed rapidly, with a growth rate of
118.5%. In 2017, the size of sharing economy in China has exceeded
6 trillion yuan, which provided a good economic environment for the
development of shared bicycles. However, in the early stage of
development, shared bicycles lacks a profit model, which requires the
use of external investment to reach the users and occupy the market.
This caused the platform to fall into the crazy "burning money" war,
which is not conducive to the follow-up development.

1.1.3. Social Environment
The environmental protection and health awareness of Chinese
citizens has been continuously enhanced after the damage caused by
haze. Increasingly congested traffic in first-tier cities and second-tier
cities have led to a renewed focus on short-distance travel with the
characteristics of environmental protection, high efficiency, flexibility
and health. Shared bicycles have become a popular green walking
tool for short trips. However, the capacity of the city is limited, and
there is a surplus of shared bicycle capacity in some cities. At the
same time, in the process of the use of shared bicycles, the situation
of disorderly stop, damage, theft and private ownership are also
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widespread. These uncivilized behaviors greatly reduce the efficiency
of shared of bicycles.

1.1.4. Technical Environment
The development of internet technology and the popularization of
mobile phones provide technical support for the promotion of shared
bicycles. Shared bicycle users can realize the positioning of the
no-pile bike with the help of GPS positioning technology, and realize
convenient and quick payment by means of mobile payment
technology. Compared with the public bikes introduced by the
government, the advantages of shared bikes in fast certification and
no piling are obvious. Currently, sharing economy apps users use
more frequent are mainly in the areas of travel sharing, skills and
hobbies sharing, leasing sharing and service sharing mainly in the
areas of travel sharing, skills and hobbies sharing, leasing sharing and
service sharing. This also provides a huge user base for the
promotion of shared bicycle apps.

1.1.5. Its Own Characteristics
Shared bicycles can grow quickly and become a representative of
sharing economy, because shared bicycles satisfy the four
requirements: (1) the right to use and ownership can be properly
separated, especially losses and depreciation can be controlled within
a certain range; (2) the bicycle meets the requirements of
consumption exclusion, and it can monitor the use status to a
considerable extent through modern satellite and network technology;
(3) the low density of subway stations in large and medium-sized
cities has touched pain points of " the last mile" of people's journey.
Subway buses are not covered, taxi rides are wasted, walking is too
tired, and shared bikes just make up for that. As a result, there are a
large number of shared bicycle parking spaces in densely populated
subway stations, bus stations, campus, residential areas, commercial
areas and public service areas. (4) The value of shared bicycle is
moderate which is between not high and low, and its value has little
loss of intangible depreciation.

1.2. The Significance of the Rise of Shared Bicycles
1.2.1. Representing a New Model of Sharing Economy
With the rapid development of internet technology and its
innovative applications, sharing economy has grown rapidly in recent
years. Sharing economy is a new economic model that uses modern
information technology platform to integrate decentralized idle
resources and realize temporary transfer of goods or service use
between strangers. Since 2014, the sharing economy has been
developing rapidly in China, and its application has been increasing,
involving many fields such as travel, accommodation, loans and
medical treatment.
In 2016, the shared of bicycles, which are based on government
public bikes, spread rapidly across major cities of China. The new
style of travel eliminates the need of parking their bikes in fixed
locations of public bikes. Users can check the location of nearby
bikes through a smart phone app, then make an appointment and find

the bike. Users can park bicycles on the side of the road without
affecting the normal passageway of pedestrians, so as to facilitate
other users to follow. As a new model of sharing economy, shared
bicycles are different from other sharing economy models, such as
Didi Dacha and Xiaozhu, which are based on social resources. Shared
bicycle model is not based on social resources, but on the basis of
the sharing of new manufactured bicycles, which represents a sharing
economy model of heavy assets. This sharing model is difficult to
form a monopoly due to the traffic flow from the offline import and
the business layout is geographically separated, which provides an
opportunity for "mass innovation and entrepreneurship".

1.2.3. Meeting the Requirements of Supply-side Structural Reform
It is an important part of the supply-side structural reform in
public transportation to solve the short distance transportation
problem. In cities, buses and subway systems have been unable to
solve the "last mile" problem of people traveling. The Shared bicycle
has an incomparable advantage in short distance travel, which can
make up for the defect of the end of the traffic trip and resolve the
embarrassment of the "last mile" problem.
Thanks to the precise attack on the "last mile" problem, shared
bicycles play the role of "capillaries" in the "great arteries" of urban
traffic constructed by subway and bus. Shared bicycles compensated
for the lack of public transport system and alleviated the contradiction
of people's demand for convenient transportation and traffic
congestion. It provides a feasible solution to improve urban traffic
from the perspective of supply side.

2. Countermeasures to Promote the Development of
Shared Bicycles in China
2.1. Promote the Government Departments Actively Play a
Regulatory Role
The smooth development of the shared bicycle industry is
inseparable from the active guidance and regulation of government
agencies. First, government departments should speed up the issuance
of relevant documents and formulate scientific and reasonable
regulations on vehicle supervision and regulation. The traffic
management department can punish users who have broken shared
bicycles and disobey traffic rules. Second, government departments
should actively strengthen cooperation with enterprises to keep the
information flowing between enterprises and government departments.
The government can effectively improve the efficiency of vehicle
supervision by sharing information about the shared bicycle resources.
Third, the government should improve the urban infrastructure, and
plan special bike lanes and parking spots. Finally, the government
should strengthen the supervision of the shared bicycle industry. The
government should rationally control the scale of vehicle launch, raise
the threshold of industry entry, actively encourage enterprises to
enhance their own strength, and prevent the vicious competition
between enterprises.
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2.2. Push Forward the Industry to Strengthen Self-discipline
Supervision
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2.4. Guide the Civilization Habit of Users

On May 7 of 2017, the Shared Bicycle Professional Committee of
China Cycling Association was founded in Shanghai. The professional
committee should establish and improve the industry self-discipline
mechanism, safeguard the legitimate rights and interests of the
members, and assist the government to strengthen the supervision of
the industry. The shared bicycle industry should coordinate with the
government to formulate industry standards and enterprise standards
for product quality, operation maintenance, after-sales service, and
vehicle elimination. The industry committee sets up the bottom line
competition barrier, raises the industry admittance threshold, and
controls the competition risk of the weak enterprise. The industry
should promote the openness of enterprise products and service
standards and release supervision reports to the society in due course.
The industry committee should grasp the market trend, regularly
analyze the industry situation and performance, and provide the
service reference for the standard and orderly development of shared
bicycle enterprises.

Sharing economy is credit economy, credit is foundation. How far
the bike can go, the moral quality of consumers and the public is
the key. Public opinion should increase the promotion of green travel
and low-carbon life, and enhance the recognition of shared bicycles.
Public opinion leads the public to enhance moral and legal culture,
use shared bicycles civilized and law-abiding, and create a favorable
environment for market development and growth. Consumers have the
best say in the quality of cycling performance, cycling experience,
safety guarantee, charging price and service level. Users can exercise
the right to know, judge and supervise, and give feedback to the
shared bicycle companies in various forms to promote their
compliance with the demand, optimize the product and improve the
service. While enjoying the "hidden benefits" of green environmental
protection, the public should pay attention to the "by-products" and
"negative effects" such as dissolving, crowding out space, blocking
roads and obstructing the city's capacity. Users can help the
government and enterprises take measures to solve the problems that
exist in the operation of shared bicycles.

2.3. Improve the Operation Management Ability of Shared
Bicycle Enterprises
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Evolutionary of Product Quality Control in Chinese Online Shopping Platform
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Abstract
The paper sorts out four-stage evolutionary process of product
quality control in Chinese online shopping platform from dynamic
perspective. The product quality control in online shopping platform
also evolves during this evolutionary process. 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. 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. 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.
Keywords: Online Shopping, E-Commerce; Quality Control,
Population Dynamics, Business Ecosystem.

1. Introduction
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
* School of Business, Shan Dong University of Political science and Law,
China.

online shopping platform in product quality control. At present, in
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 Evolutionary Process of Product Quality
Control in Online Shopping Platform
Li et al. (2015) considers that the product quality control in online
shopping platform can be divided into two aspects: one is to reduce
the uncertainty of product quality, and the other is to improve
product quality. Thereinto, improving product quality is the
responsibility taken by the sellers in order to win in the fierce
competition. As the core control body, online shopping platform takes
control measures to provide internal and external cues related to
product quality to buyers, in order to reduce the uncertainty of
product quality.

2.1. 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
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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>).

2.2. The Evolutionary Process of Product Quality Control at
Four Stages
The first stage is the rise of market. From the late 1990s to the
beginning of the 2000s, websites like Eachnet, Dangdang, Joyo were
founded successively, which marked the rise of Chinese online
shopping market. At that time, most of the products were
standardized with higher brand awareness, which were easy for buyers
to perceive the quality through product information and senses of
vision & hearing. In addition, the amount of buyers & sellers and
products were very limited, buyers and sellers mainly communicated
in telephone (He, Feng, & Fan, 2008).
At this stage, the product quality control in online shopping is
relatively single and mainly relies on online reputation feedback
system. For example, Eachnet divided the reviews on sellers into
three classes: one score for positive review, zero score for medium
review and one score deduction for negative review. Then it will
conduct star rating for sellers based on the accumulated credit scores,
so that buyers can get the product quality information from the credit
scores (Zhang, Liu, & Zhu, 2005).
The second stage is market expansion. From 2002 to 2003, eBay
entered China by acquiring Eachnet and Taobao was put into
operation (Xia & Lou, 2014). Affected by the competition between
these two platforms and the SARS emergency in 2003, China's online
shopping market stepped into the orbit of rapid development. During
this stage, the scale of online shopping market and the users grew
rapidly and the categories and quantities of products were in
explosive growth. But at the same time, product quality problems and
the consequent consumer complaints gradually increased.
At this stage, the product quality control in online shopping
platform was still unplanned and in a passive response. At first,
online reputation feedback system is still the main control measure.
The online reputation feedback system in Taobao is different from
eBay. It separates the reviews on buyers and sellers and the same

buyer can give scores to the same seller after repeated purchase,
which records the repeated purchase behavior, but simultaneously
provides convenience for credibility hyping (Chen, Zhao, & Zhang,
2012). Secondly, Taobao has established online business alliance
mechanism to against seller’s credibility hyping and fraud behavior.
Online business alliance consists of different sellers in Taobao with
business licenses in a particular business field. Through the business
alliance, sellers can promise the buyer as follows: the products
provided by business alliance members are of high quality. If one of
the members provides inferior products, he will be punished by the
alliance (Zhao, Wang, & Yang, 2010). Therefore, online business
alliance can be seen as a kind of product quality guarantee
mechanism. In addition, Taobao launched "Aliwangwang" instant
messaging tool, which not only enhances the communication between
sellers and buyers, but also helps buyers to confirm and inquire the
information about sellers and products, so as to deepen the cognition
of product quality (Fan, 2007). The guarantee payment tools like
Alipay also greatly mitigate buyer’s perception of quality uncertainty,
since they cannot touch the product directly (Wu, 2007).
The third stage is relationship coordination. Since 2007, online
shopping market has entered a stage of explosive growth. From 2007
to 2010 the deal size increased above 100% each year, and online
shopping share in total retail sales of social consumer goods
continued to rise year after year (CNNIC, 2011; AiRui, 2009). The
entire market showed increasingly obvious characteristics of
self-organizing and self-developing ecological system and the complex
system made the management hard. Moreover, the frequent product
quality problems increasingly became the bottleneck of positive and
sustainable development of the market, seller credibility hyping and
reputation collusion have been the open secret in this industry (You
et al., 2011). In 2011, Taobao, the biggest online shopping platform
in China, even boarded American annual ‘Notorious Market’ list.
At this stage, online shopping platform is under the internal and
external pressures and it begins to apply new product quality control
measures in a purposeful and planned way. The online shopping
platform like Taobao conducts “return-without-reason in seven days”,
“compensation in advance with the deposit” and other product quality
assurance and commitment mechanism (Xiao & Liu, 2009; Pan,
2013); introduces third-party quality inspection, such as Taobao
requires the seller to provide quality inspection report from a third
party to prove that the quality has achieved the product quality
standards of Taobao before selling, agree to accept the quality
sampling from Taobao during the selling and allow Taobao to take
the quality inspection report from a third party as an important proof
to resolve the disputes between buyers and sellers (Li, 2014). With
these quality assurance and commitment mechanism, there will be no
essential differences between the buyer's relations with the online
shopping platform and the seller and face-to-face transaction (Benbasat
& Kumar, 2002). Except the above new product quality control
measures, online shopping platform also has improved the existed
control measures, such as in online reputation feedback system, it
guides buyers to write and check text review as an effective
supplement for the product’s credit scores (Yin, Bond, & Zhang,
2013); analyzes and labels the online reviews to overcome the
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overloaded information and make it easy for buyers to get product
quality information (Ye, Zhang, & Law, 2009). In addition, the online
shopping platform tries to improve the search algorithm to make the
sellers with high credibility and the products with high quality be
listed ahead. It also uses 3D display technology, regulates the filling
format of product information and other measures to make sure that
the product information can be fully displayed to buyers to reduce
product quality uncertainty. After multiple efforts and reorganization,
the United States removes Taobao’s name from the “Notorious
Market” list in December 2012.
The fourth stage is sustaining evolution. An important direction of
the evolution is the accelerate competition and cooperation with
traditional shopping market, which has revealed its first signs---online
shopping platform will extend offline by self-built logistics system
and stores while traditional retailers will gradually establish and
improve the online shopping platform to join the online shopping
market competition.
At this stage, the product quality control in online shopping
platform still needs to be constantly improved. Except the
improvement of original control measure, offline extension is also an
important aspect of product quality control in the future, including
selecting and recommending good sellers and products, promoting
sellers to conduct product trials and opening physical stores. Because
it can help to overcome the spatial and temporal separation created
by the online environment and to reduce the uncertainty of product
quality in online shopping.

3. Results and Conclusions
All in all, the development of Chinese online shopping market is
divided 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 <Table 1>). 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.
Table 1. The Evolutionary Process of Product Quality Control in Online
Shopping Ecosystem
The development
The main control measures in online shopping
stages of online
platform
shopping ecosystem
Market rise
Online reputation feedback system;
Online reputation feedback system; online business
Market expansion
alliance; third-party payment; instant messaging tools;
Quality assurance and commitment; raising seller
Relationship
access; the third party quality inspection; improving
coordination
online reputation feedback system; improving search
and display technology;
Improve the original control measures; offline
Sustaining evolution
extension of control measures;
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Evaluation of Regional Innovation Capability of High-tech Industry Based
on Factor Analysis
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Abstract
It is important to scientific evaluation of regional high-tech
industry innovation ability in order to develop continuously and
healthily and to promote economic growth and industrial structure
upgrading. But, the rapid development of the high-tech industry also
has many problems, such as regional high technology industry
development is not balanced, the innovation input and output
efficiency still exist many problems. The comprehensive evaluation
index system is established which can reflect the high-tech industry
innovation capability, factor analysis is carried out using the statistical
data of high-tech industry innovation ability, constructed the
corresponding comprehensive evaluation model. With high technology
industry in different regions in statistical data of 2016 as an example
in this paper, using the factor analysis method to evaluate the
innovation capability of high technology industry. Upon examination,
this paper selects variables suitable for factor analysis. Through
quantitative analysis of data of 30 provinces (cities, autonomous
regions), the results show that the innovation ability of the high-tech
industry is relatively large between Eastern and Western parts in
China, the eastern parts show obvious advantages, and show a steady
increasing trend. Finally, provides constructive suggestions to improve
the innovation capability of regional high-tech industry in China.

But, the rapid development of the high-tech industry also has many
problems, such as regional high technology industry development is
not balanced, the innovation input and output efficiency still exist
many problems. Due to the high technology industry with the
characteristics of technology and knowledge intensive, resource
consumption, less quantity, the factors of technological innovation to
guide more important to industry development, also determines the
level of development of high tech industry in various regions.
Therefore, analysis of the factors influencing factors of high
technology industry development, is great significance to promote the
rapid growth of high technology industry.
In this paper, basis of the study of domestic and foreign
researchers, establishing a index system which has comprehensive
reflection of regional technological innovation of high-tech industry
evaluation, based on the statistical data in recent years, using the
method of factor analysis, objective, scientific, dynamic evaluation and
analysis on the technology innovation capability of our provincial
high tech industry, reveal the advantages and disadvantages of each
area exists in the high technology innovation. Results show that the
technology innovation capacity of high tech industry in China is not
balanced, regional differences exist more serious, and the gap is
widening; by analyzing the reason for the gap between the regional
innovation capability of high technology industry, and provide the
basis for policy-making related development and government for the
technical innovation capability of high technology industry, which is
the more important guiding significance and reference value.

Keywords: High-tech Industry, Innovation Ability, Index System,
Factor Analysis.

2. Literature Review
1. Introduction
High technology industry is the strategic industry of our economy,
to play an important role in promoting the transformation and
upgrading of the industrial structure and economic growth mode.
High technology industry development level related to the
comprehensive competitiveness of country or region, in recent years,
China's high technology industry has been rapid development, has
made great contribution to the development of Chinese economic.

* College of Economics and Management, Nanjing University of
Aeronautics and Astronautics Nanjing, China.
** School of Business, Shan Dong University of Political science and
Law, China.

Evaluate the amount of information technology innovation
capability of high-tech industry, covers a wide range, so the key is to
establish a scientific index system, a reasonable choice of appropriate
indicators that selected indicators can be more objectively and
comprehensively reflect the regional high-tech industry technology
levels and trends of innovation capability. From the main elements of
the high-tech industry technology innovation system, combined with
the characteristics of high-tech industry, on the basis of reference for
evaluation of technological innovation capability on the relevant
scholars, from a technical innovation investment, innovation technical
support, innovation output capacity of three aspects, select 19
indicators established a regional high-tech industry innovation
capability comprehensive evaluation system.
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3. Research Methods
3.1. Data source and research method
This paper selects data from the "Chinese Statistical Yearbook",
"China statistical yearbook on science and technology" and "Chinese
High-tech Industry Statistical Yearbook", selected data of high
technology industry in China 30 provinces, autonomous regions (Tibet
area is not included in the analysis because of part data are not
available).
In this paper, using the factor analysis method to deal with the
data, the basic principle of factor analysis method is based on
grouping index correlation, the high correlation index points in the
same group, each group of targets with a suitable public factor to
represent and reflect the common factor; calculation of scores in each
an index, and comprehensive score. The method of factor analysis to
a certain extent, overcome the human supervisor to determine weight
problems, results of application in multi index evaluation system is
good, can reduce the loss index information as far as possible
without loss or circumstances, common factor extracting a few can
effectively reflect the original information.

these areas are higher than those in other areas with good foundation.
Among the output capacity factors, the top six are Chongqing,
Beijing, Fujian, Tianjin, Ningxia and Sichuan. The six regions with
the lowest score are Guangxi, Hebei, Inner Mongolia, Henan, Qinghai
and Hainan in turn, which are basically in the underdeveloped areas
in the northwest, with limited output capacity and low output
efficiency, and limited output capacity and less innovation investment.

4. Results and Conclusions
In the word, to improve our high-tech industry technological
innovation ability innovation, first to increase investment, improve the
efficiency of input and output, provide the material basis for the
technical innovation; to strengthen policy support, to create a good
environment for industrial innovation; finally, to improve the
government's understanding of the importance of the high-tech
industry innovation, and strive to cultivate enterprise technology
innovation consciousness.
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Abstract
While the Chinese banks have started the impact of foreign banks,
overseas merger and acquisition of commercial banks also have
emerged a way of capital transnational movement. At the same time,
rising pressure on foreign exchange reserves and appreciation of the
renminbi has prompted Chinese banks to go abroad and diversify
their risks. The financial crisis of 2008 has caused the continued
turbulence of the major financial markets around the world, and the
valuation of foreign financial institutions has been drastically
shrinking, providing opportunities for Chinese banks to carry out
overseas M&A. Based on the overseas M&A status of Chinese
commercial banks, this paper sums up the characteristics of the
overseas M&A. Then taking a series of overseas M&A conducted by
ICBC from 2006 to 2011 as an example, it analyzes the relationship
between M&A and performance growth using grey incidence model.
The test shows: there is a positive correlation between both overseas
M&A and interest rate differential with performance growth of ICBC,
and overseas M&A transactions role in promoting the performance
growth is significantly higher than the interest rate differential.
Keywords: Commercial Bank, Overseas M&A, Business Performance,
Grey Incidence Analysis.

1. Introduction
Overseas merger and acquisition of commercial banks is a way of
capital transnational movement, and is also an important way for
banks to seek international development. In recent years, the domestic
and foreign business environment of Chinese banks has undergone
tremendous changes. After the full opening of China's banking
industry at the end of 2006, the restrictions on the management,
region and form of foreign banks have been cancelled, and the
foreign banks have developed rapidly in terms of the scale of assets,
the number of institutions and the types of business, while the
Chinese banks have started the impact of foreign banks. At the same
* First Author. Lord Ashcroft International Business School, FTMS
Malaysia Center, Anglia Ruskin University, United Kingdom.
** Corresponding Author. Senior Lecturer. Centre for Postgraduate Studies,
School of Accounting and Business Management, FTMS Global College,
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time, rising pressure on foreign exchange reserves and appreciation of
the renminbi has prompted Chinese banks to go abroad and diversify
their risks. The financial crisis of 2008 has caused the continued
turbulence of the major financial markets around the world, and the
valuation of foreign financial institutions has been drastically
shrinking, providing opportunities for Chinese banks to carry out
overseas M&A. In order to better cope with the challenges, Chinese
banks have accelerated the pace of overseas M&A in recent years,
and the total value and scale of M&A have been constantly updated.
It is worth noting that the most fundamental goal of overseas M &
A is to improve performance. But whether the continuous high yield
of Chinese banks in recent years is related to overseas M&A is a
problem that Chinese banks must seriously consider.

2. The current situation of overseas M&A of
commercial banks
The major overseas M&A cases of Chinese banks from 2000 to
2014 are shown in the table below( In view of the particularity of
Hongkong and Macao, M&A cases of banks in both areas will also
be included in overseas M&A.).

Diversification of M&A
The main cases of overseas M&A of Chinese banks is
concentrated in state-controlled banks, especially in Industrial and
Commercial Bank of China(ICBC). The main reason is that the
state-controlled banks have strong capital and M&A are in line with
their long-term strategic plans. After 2007, some small and
medium-sized joint-stock commercial banks and policy banks also
joined the wave of overseas M&A and began to deploy overseas.
Limited number and scale of M&A
List all authors' last names with "and" in the text or “&” in
parentheses separating the two authors and the year of publication.

M&A target extends from Southeast Asia to North America
In recent years, the regional distribution of overseas M&A by
Chinese banks has expanded from North East Asia to North America.
Before 2006, M&A cases were mostly concentrated in areas close to
Hong Kong, Macao, and Southeast Asia where trade was closely
linked. At the end of 2006, China fully liberalized its foreign-funded
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banks. Since then, the overseas layout of Chinese-funded banks has
also tilted toward North America, such as United States and Canada.

Diversity in M&A payment methods
On the one hand, most Chinese banks choose to buy only part of
their equity in overseas M&A, so as to achieve the goal of "big
fight". They are mainly equity holders, not necessarily seeking
absolute holding. ICBC, for instance, has become the largest
shareholder by acquiring only 20% stake in Standard Bank of South
Africa. On the other hand, the mode of payment is gradually
converted from cash payment to cash and equity mix. With Chinese
Banks flush with cash and the appreciation of the RMB, cash
payments become the main way. But the cash payment method is
difficult to meet the larger and more frequent cross-border M&A
cases. ICBC's Asian acquisition in 2004 took the form of "cash +
equity", which is the first time a Chinese bank has raised funds in
the form of a share placement in the international financial market.
"Cash + equity" is bound to become the trend of payment.

3. The analysis of the grey correlation degree
between transactions and performance growth in
ICBC's overseas M&A cases
ICBC, the largest commercial bank by assets in China, is also the
world's largest bank by market capitalization, customer deposits and
profitability. In the wave of overseas M&A of Chinese Banks, ICBC
has always been on the front end of the industry, with strong
representation, in terms and number of M&A. Since its first overseas
acquisition in 1998, it has successfully launched 13 overseas mergers
and acquisitions by the end of July 2014. This article selects
2006-2011 industrial and commercial bank of eight deals, for
example. In this paper, grey relational analysis is used to verify the
correlation between M&A transactions and bank performance growth.

3.1. Case review
As can be seen from <Table 1>, in terms of quantity, ICBC
accounted for half of the eight overseas M&A between 2006 and
2011. In terms of scale, the largest amount involved was the
acquisition of standard bank of South Africa in 2007, with a
transaction value of $5.46 billion. After the financial crisis, the pace
of M&A slowed markedly, with only $73m in 2009 and a steady
growth in the next two years. From the perspective of region, ICBC
has gradually improved its global layout through mergers and
acquisitions from southeast Asia to the north American market.

3.2. The analysis of the grey correlation degree between
transactions and performance growth
The basic idea of grey correlation analysis is to judge whether the
relation is close according to the similarity of the geometric shape of

the sequence curve. Curve the closer, to verify the sequence, the
greater the correlation between conversely the smaller, which can
determine the main factors of the development of the system and the
secondary factor. Compared with other mathematical statistical
methods, this method has no special requirements for the number of
samples and data distribution, and the calculation is small and easy
to realize(Deng, 1992). The basic steps of grey correlation analysis
are as follows:
Step 1: determine the analysis sequence. According to grey
correlation analysis method, with ICBC of overseas M&A in each of
the amount and the related economic indicators, on the basis of
sequence data from 2006 to 2011, the grey correlation model is set
up, the analysis of ICBC of overseas M&A amount in each of the
relationship with the growth. In view of the link between ROE and
bank's income margin, asset turnover and equity lever, it is the
comprehensive performance of bank profit creation, capital utilization
efficiency and financial management ability, which can reflect the
bank's operating performance better, so the ROE is selected to
measure the growth of performance. A ROE of X0 sequence (i.e.,
mother sequence, also known as the reference sequence), overseas
M&A amount and net interest margins X1 and X2 sequences (namely
subsequences, also known as comparison sequences). The original data
of each sequence is shown in <Table 2>.
Table 2. Master sequence and subsequence data
X0
YEAR
2006
2007
2008
2009
2010
2011

X1
overseas M&A
amount(billion)
1.7204
410.8554
44
4.9859
37.2372
47.58

ROE(%)
10.43
15.08
18.36
19.08
20.13
21.77

X2
net interest
margins(%)
2.94
2.67
2.8
2.16
2.35
2.61

Data source: Net interest margin data from HeXun, other data from ICBC
website.
Note 1: The relevant data in 2006-2011 is used as a research sample.
Note 2: In view of the investment in Canada in 2011, it is not included in
the total amount of M&A transactions.

Step 2: dimensionless of variables. In this paper, the original data
is processed without dimension initialization, and the corresponding
parent sequence and subsequence are formed. The calculation formula
is as follows:
The results of initialization of each sequence are shown in <Table
3>.
Table 3. The mother sequence and subsequence after initialization
YEAR
2006
2007
2008
2009
2010
2011

X0′

X1′

X2′

X0/X0(1)
1
1.45
1.76
1.83
1.93
2.09

X1/X1(1)
1
238.81
25.58
2.90
21.64
27.66

X2/X2(1)
1
0.91
0.95
0.77
0.80
0.89
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Step 3: calculate the correlation coefficient.
In this paper, when calculating the correlation coefficient, the
coefficient of resolution is equal to 0.5, and the calculation results
are as follows:
Table 4. Correlation coefficients
YEAR

 

 

2006

1.00

1.00

2007

0.33

0.53

2008

0.83

0.43

2009

0.99

0.36

2010

0.86

0.35

2011

0.82

0.33

Step 4: calculate the grey correlation. The general formula is:
r1=1/6(1+0.33+0.83+0.99+0.86+0.82)=0.81
r2=1/6(1+0.53+0.43+0.36+0.35+0.33)=0.50
It is known from the above results that: the relative correlation
between the amount of overseas M&A transactions and ROE is 0.81,
while it is 0.50 between net interest margin and ROE. This indicates
that there is a positive correlation between the amount of overseas
M&A transactions and the net interest margin. Moreover, r1 > r2
indicates that the promotion effect of overseas M&A transaction
factors on ROE growth is significantly higher than that of net interest
margin on ROE growth.

4. Results and Conclusions
Through the grey correlation analysis, it can be found that
overseas M&A can promote the growth of ICBC. It is because that
through a series of M&A, ICBC has been fast into the southeast
Asia market, obtained in Canada and the United States banking
licenses, obtained in Canada and Thailand market network channels,
products and employees, customers. ICBC implements in a year in
North America and southeast Asia market layout, not only save a
large amount of network construction cost and construction time, may
also gain synergies, successful use of economies of scale and scope
economy, rapid filling overseas retail business platform, thereby to
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enhance the ability to provide service for retail customers and
business enterprise. At the same time, ICBC's business in southeast
Asia and North America is also relying on its powerful network and
customer base in mainland China, easy to form a good interaction,
providing customers with high-quality cross-border services, can
quickly improve the ability of customer service to the mainland and
overseas, will be within the territory of the overall advantage to
overseas, the opportunity to improve its global layout, and the ability
to move into the insurance and investment banking, lay a foundation
for the globalization of comprehensive management.
In addition, it is important to recognize that the impact of overseas
mergers and acquisitions on Banks is complex, not purely positive or
negative. The potential operational risks and the high cost of
integration add great uncertainty to the success of M&A. The positive
effect of M&A in the new market environment remains a very big
test for Chinese Banks.
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1. Introduction

Abstract
South Korea has begun fiscal budget reforms and reforms of
financial system since 2003, which has established a five-year rolling
National Financial Management Plan (NFMP) system through a
large-scale reform. It is a drastic reform that is led by the executive
branch, supported by the president, and assisted by international
organizations and integrates annual budgets, medium-term plans,
performance budgets, and citizen participation through top-down
budgetary mechanisms and has been institutionalized in the form of
organizational restructuring and law revision. Although there existed a
couple of issues such as limited decentralization, insufficient
constraints, and slow local implementation during the reform process,
the budgetary system reforms of South Korea confirmed its
effectiveness in responding to economic crisis, adjusting resource
allocation and promoting fiscal stability. The purpose of this paper is
to summarize the experience of South Korea's fiscal governance and
discuss the significance of its experience on China's fiscal
sustainability. And introduces Korea's fiscal budget reforms in detail
This paper attempts to provide useful In addition, this can lead to
experience for China’s budget reforms in future from describing the
reform process of South Korea's budget system, evaluating the
successful experience and the risks of potential vulnerabilities
associated with the financial system.
Keywords: Budget Reform, Fiscal Sustainability, Medium-Term
Budget Framework.
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In the post-crisis era, how to reduce deficits and debts and avoid
financial crises has suddenly become a global challenge. In order to
reduce short-term financial risks, better achieve budgetary balance
goals, and maintain sustainable economic development, various
countries have adopted various financial means, such as cutting
expenses continuously, establishing regulatory frameworks and risk
warning mechanisms. Unlike countries in Europe and the United
States, after experiencing the financial crisis in 1997, countries in
East Asia have learned their lessons and have been working hard on
budget reforms, macro and micro economic restructuring, and fiscal
policy changes, so as to be able to recover quickly under the impact
of the global financial crisis in 2008, however, Japan is still in an
economic downturn. Among them, South Korea’s reform has been
particularly effective. In addition to the two financial crisis years,
South Korea’s fiscal budget basically achieved a balance of revenue
and expenditure in the past 20 years, and even within the year after
the crisis, it also achieved a small fiscal surplus. How this is
achieved has attracted intense attention from international organizations
and international academics. South Korea and China live side by side,
but the progress of China's fiscal budget reforms has lagged behind,
such as the mid-term fiscal plan is still in the pilot phase. And there
are also many similarities between the culture of China and South
Korea, therefore, it is necessary to have an in-depth analysis of what
measures South Korea has taken to establish and reform its fiscal and
budgetary system. This will help us to solve the current plight of our
country's fiscal budget reforms, so as to move toward fiscal
sustainability.
This article first discusses the Korean fiscal governance
performance in the post-financial crisis era. The second part
introduces Korea's fiscal budget reforms in detail, and in particular,
the national fiscal management plan established the Korean
medium-term fiscal budget framework. The third part discusses the
predicament and future development of Korea's fiscal reform. Finally,
it summarizes the experience of South Korea's fiscal governance and
discusses the significance of its experience on China's fiscal
sustainability.

2. Financial governance performance
2.1. Fiscal balance and surplus period
From the mid-1980s to the early 1990s, it was the golden age for
the rapid development of the Korean economy. Between 1985 and
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1995, the average annual growth rate of South Korean GDP reached
9%. Between 1990 and 1996, compared with the general deficit
situation in OECD countries, South Korea’s fiscal budget achieved a
fiscal balance or surplus in six years. Tanzi and Schuknicht attribute
this financial performance to the negative relationship between public
debt, economic performance and government size. They believe that
although the concept of economic development in South Korea has a
strong sense of interventionism, while the developed countries are all
implementing Keynesian theory and establishing a welfare state, it
still focused on advancing economic growth, pursuing a policy of
relying on market and economic incentives and keeping government
expenditures small and refined, being strictly control over public
expenditure to make the spending level is generally lower than other
developed countries. As a result, South Korea has accumulated a
large amount of fiscal surplus through the rapid economic growth of
abundance of national wealth and lower levels of public finance
spending.
In addition, the fiscal stability of South Korea during this period
was also attributed to the government’s budget reform initiatives. In
the early 1980s, the Korean government tried to reform the budget
preparation and implementation process by introducing a zero-based
budget and a medium-term fiscal plan, and emphasized fiscal
discipline. And then, in the late 1980s to the 1990s, the South
Korean government has been committed to fiscal governance reforms
with a focus on the clean-up of dedicated accounts and trust funds,
and has standardized and consolidated the budget process every few
years. These reforms have had little success; however, they have
helped South Korea secure a relatively small scale of debt.

2.2. Financial balance after financial crisis
After the outbreak of the Asian financial crisis in 1997, the South
Korean government had been dominating the management of large
enterprises and major banks. When large-scale enterprises and banking
systems became turbulent, they also led the government as a
guarantor to the brink of financial crisis. In 1998, South Korea’s
GDP experienced a negative growth rate of -5.7% for the first time.
At the same time, the government's total debt-to-GDP ratio increased
by about 7% compared to the pre-crisis period. In order to prevent
the collapse of the economic system and the further deterioration of
state finances, the Korean government first took prompt measures to
control the debt of some enterprises and banks. At the same time, in
order to avoid the government’s debt-relief as a result of the
government’s bailout, once the economy is in recession, the state’s
finances will be in crisis and eventually the entire economic system
will be torn down. Therefore, after helping companies and banks
restructure their management structures and stabilize macroeconomics,
the South Korean government immediately adopted a series of fiscal
reform measures aimed at balancing the budget, stabilizing the level
of debt and establishing a fiscal risk management framework to cope
with the change pressure from the future economic crisis. After the
failed introduction of the mid-term financial system in 1998, South
Korea began the fine-tuning in 1999. First, the government
pre-qualified the feasibility of large-scale financial investment projects.

Second, the performance budget was introduced in 2000 to assess the
efficiency of fiscal fund management. And in 2003, the performance
target management system was adopted. Then, in 2004, a multi-year
budget was introduced to strengthen the security of fiscal funds. Due
to the protection of these systems, South Korea’s budget deficit only
appeared in the second year after the crisis. It quickly stabilized
afterwards, returned to the balance of the budget, and even had a
slight surplus, which was the “golden rule” of balanced budgets.

3. Budget Reform: Building a Medium-term
Budgeting Framework
The South Korean government has been able to recover quickly
after two financial crises, which fully demonstrates its degree of
financial stability. It can also be regarded as a typical country
implementing an effective financial management system worldwide.
The two financial crises have prompted the Korean government to
establish a strict budget constraint mechanism. However, these fiscal
reforms have already planted seeds in the early years. Small-scale
budget fine-tuning began in the 1980s and 1990s, and then the
drastic reforms after the crisis linked these adjustments. At the same
time, with the help of World Bank experts, South Korea officially
started its fiscal budget reform plan in 2004.

3.1. National Financial Management Plan (NFMP)
The national fiscal management plan is the most basic and critical
step in the Korean budget reform plan. The model follows the
Swedish model and establishes a five-year mid-term financial plan
that is updated every year including forecasts of economic and
government revenues, budget balances and national debt targets,
annual spending restrictions, and step-by-step plans for key issues
which the government is trying to resolve. At present, the
government does not set up a specific value as the upper limit for
some macroeconomic and microeconomic revenues, demand, and
policy priorities, but based on the current changes in the economy,
performance, demand, and forecast for the future. In addition, the
contents of the “National Financial Management Plan” in the draft
government budget released by the Ministry of Planning and Finance
of the Republic of Korea in September each year are relatively
concise, but the medium-term objectives and requirements are clear,
that the fiscal revenue and expenditure, deficit, and debt targets
within five years are all covered. At the same time, in June 2004,
the "National Finance Act" draft was formulated based on the
"Budget Accounting Act", and in October of the same year, the
revised draft "State Finance Law" was submitted to the National
Assembly. In 2008, the Planning and Budget Department and the
Ministry of Finance and Economics were reorganized into the
Ministry of Planning and Finance, and the Budget Office was
restored. NFMP became an effective tool to respond to the new
round of financial crisis.
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3.2. Performance budget
In addition to establishing a multi-annual budget management
system, South Korea has also carried out a variety of budget
innovation initiatives, of which performance budget has become a
success. The specific contents are as follows: First, monitor the
system, which gives first-order feedback on the budget of the budget
project to focus on projects that do not meet the target. Second, the
strategic review system, that is, the budget self-assessment system,
prioritizes the level of the project according to the project level for
the complete information collection project. Third, a depth assessment
system that selects specific projects for further evaluation.
Since 2000, South Korea has begun to try out performance
reforms. Because the budget department is not able to establish the
budget management structure from performance budget information
feedback to budget decision-making, it can only implement
performance budgeting in a small area, and make corresponding
adjustments by learning from the "United States Government
Performance Structure Act" model. In this attempt, 22 functional
departments participated. And as of 2005, a total of 26 departments
participated in this performance budget reform. In the same year,
Korea's performance evaluation department set up within the budget
department introduced a self-evaluation system for budget projects on
the basis of the “U.S. Project Evaluation Tool”, which covered the
evaluation of plans, management, and results. By 2006, the budget
project evaluation began to use third-party experts to conduct in-depth
assessments of a small number of problematic projects each year,
carry out detailed analysis of each individual project, identify existing
problems, and propose solutions that needed to be resolved.

3.3. Strengthening financial regulations
Whether it is the medium-term fiscal budget system or the
innovation of the budget model, it is all about establishing a
standardized budget process to strengthen the authority of financial
regulations. Only by perfecting financial regulations, we can ensure
balanced budgets, moderate debt expenditures, and good tax collection
management. In this way, we can better cope with the uncertainties
in post-crisis society. Fiscal regulations also include management of
regulations on tax exemptions, restrictions on spending and debt risks.
With regard to the tax exemption, the South Korean government
stipulates that the emergence of a new tax exemption project requires
that existing tax exemptions should be changed or existing
expenditure items should be eliminated, and that the tax loss can be
prevented by “one increase and one decrease”. With regard to the
setting of spending restrictions, South Korea plans to use the method
of pay-as-you-go to enforce new budget legislation involving statutory
expenditure growth or revenue reduction, forcing them to increase
their expenditures or reduce revenues on the premise of guaranteed
earnings. With regard to the debt risk management, the Ministry of
Planning and Finance of the Republic of Korea uses three standards
to measure the scale of public sector debt and discloses fiscal
stability in a comprehensive and multi-perspective manner to reduce
the deterioration of the budget balance. However, the financial
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regulations of South Korea are not perfect, and for financial
sustainability, it is necessary not only to impose real-time supervision
on the type and source of debt, but also to enforce strict and limited
amounts of debt. In addition, the formulation of early-warning
standards for budget deficits and debt risks is vague and unclear, and
it is difficult to show the degree of correlation between the current
situation and future data.

4. Fiscal challenges of South Korea in the future
South Korea's budget reforms have allowed South Korea to avoid
the effects of two financial crises, but the influence of political logic
behind it on long-term financial performance cannot be ignored. It
will become an obstacle to the sustainable development of South
Korea's finances. In general, there are three prerequisites for the
integration of plans, policies, and budgets in the medium and
long-term and the implementation of total controls: (1) Forming a
political consensus on strategic allocation of resources across the
years; (2) The budget process must be changed from the traditional
"Bottom-up" mainly to "top-down" mainly; (3) Within the
government, the budgetary power should be relatively concentrated,
and the financial department should have sufficient power and relative
independence. The relevant planning and budget agencies can
coordinate well. Although South Korea restructured the relationship
between budgets, policies, and plans in the mid-term fiscal framework
and managed expenditures through spending cap, which achieved
certain results, the three basic conditions described above are still
fragile during the process of fiscal budget reform and will become
potential risk factors.
The whole fiscal budget reform of South Korea is entirely based
on the idea of political authority and the government's political goals,
which is dominated by a powerful administrative agency. However,
the legislative participation is very limited and the legislative
foundation is very weak. The revision of the "National Finance Act"
was also advocated by the South Korean government, resulting in
lack of participation in the legislation and making the budget reform
difficult to match. This kind of government’s dominant position and
lack of cooperation with legislation all reflect the disconnection
between the executive and the legislature in South Korea’s reforms,
and it is difficult to reach consensus on its political consensus. It
also reflects that the Korean budget reformers did not consider in
detail how to root the budget system into the legislation and connect
the executive with the legislation, and really play a regulatory role in
the distribution of funds.
Furthermore, the administrative organization of South Korea is a
feature of authoritarianism for a long period of time. It is
questionable whether the budget department can really let go of the
budget control of the functional departments. In fact, the budget
department does not fully believe that the functional departments can
reasonably conduct budgeting, and still firmly believe that it needs to
impose budgetary controls. This incomplete decentralization has made
it difficult for the government to push forward the consensus of
various departments on the distribution of budgetary resources,
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instead, it will deepen the gap between departments. At the same
time, the functional departments also found another way out of the
expenditure limits in the medium-term fiscal framework. For this
reason, the Korean government needs to amend the total amount of
expenditure in the mid-term fiscal management plan almost every year
to meet the annual budget expenditure requirements and determine it
together with the annual budget. This will ultimately lead to an upper
limit of expenditure without any authoritative principle, and it is not
necessary to be responsible for this result, and constantly push up the
ceiling of expenditure under the control of political consciousness.
This situation got some relief after 2005, but it still appeared
repeatedly in a small area.
To sum up, the inherent political logic of South Korea will have
an undeniable impact on fiscal sustainability. At present, South Korea
has also begun to pay attention to this issue, and continues to carry
out reforms to deepen and strengthen legislative supervision and
administrative decentralization. It is hoped that these gradual changes
will lay the foundation for the sound development of the Korean
financial management system.

5. Summary and Enlightenment to China
Looking at the course of South Korea’s fiscal reform, we can feel
that the effectiveness of South Korea’s fiscal system is not one day’s
work, but a dynamic and continuous process, which is inseparable
from the budget reform. Although there are still many deficiencies,
South Korea’s characteristic reforms can still provide a lot of
inspiration for China’s related institutional construction.

5.1. Reform features
The reforms made by South Korea to maintain fiscal sustainability
are mainly divided into three parts: first, placing the annual budget in
the medium-term fiscal framework; second, changing the “bottom-up”
to “top-down”; third, the central authoritative leadership was
transformed into the planning and budget office and the functional
departments to coordinate and share , implementing the budget
decentralization through changing the previous centralized agencies.
After 20 years of reforms, South Korea’s fiscal governance has made
great progress. In particular, the mid-term financial plan has
established a multi-annual core budget management system and taken
the first step in assessing long-term fiscal sustainability. Through the
analysis of current and last year's financial status, as well as the
assessment of economic conditions such as short-term and
medium-term economic cycle changes and interest rate fluctuations,
the plan looks forward to the financial situation in the next three
years in order to observe and control the financial vulnerability
information, prevent financial risks by timely regulation and control.
South Korea combines planning and budgeting, strictly implements
reasonable expenditures within the income range while strengthening
financial regulations to better balance medium-term budget targets. It
not only reduces the conflict between the budget department and the
expenditure department, but also improves the efficiency of the

government in budget management.
Certainly, reforms are not perfect, and there are certainly many
problems. For example, because the influence of long-term political
centralized power will lead to incomplete decentralization of
departments, legislation has a limited role to play. Moreover, due to
the political and cultural influence of South Korea, budget
departments and functional departments may not easily reach
consensus in certain aspects, and there are difficulties in establishing
sharing and coordination mechanisms. However, South Korea has
been implementing government interventions and expanding public
spending and other administrative interventions to promote the
leap-forward development of South Korea’s fiscal reform. The use of
the mandatory upper limit of expenditure rules has shortened the
game time of the budget department and other departments, as well
as the examination time of budget departments, as a result, it
improved the efficiency of the budget.

5.2. Reform Enlightenment
China and South Korea are close to each other. There are many
similarities in cultures and economic development. For China’s
establishment of a “cross-year budget balance mechanism” and
implementation of “mid-term fiscal planning management”, South
Korea’s reform experience may provide us with some inspirations.
First of all, China should learn how South Korea establishes links
between budgets and plans, integrating the budget into a medium and
long-term fiscal framework. At present, most countries have
established medium and long-term fiscal frameworks for different
periods, such as five-year plans, and to restrict the annual budget
under the guidance of this framework. However, the five-year
development plan formulated by our country did not consider the
annual budget to be carried out and it was separated from the budget
process. Therefore, China should establish a multi-year expenditure
plan, link it with the budget, control the total amount of top-down
implementation, and prevent financial risks.
Second, South Korea's budget reform hopes to strengthen its own
budget preparation by integrating "top-down" and "bottom-up" budget
procedures. However, in reality, South Korea still tends to adopt
centralized budgeting decisions, decentralizing its budgeting authority
in the process, i.e., "top down" in mainly combining with" bottomup" budget models to control resource allocation. In this regard, the
reform is not complete. In the same way, our country is also facing
the same dilemma: it is difficult for China’s budget to eliminate
political influence guidance due to the previous planned economic
system and its political centralized power, making it impossible to
integrate budgets. The current "two-on-two" budget process is
fundamentally a "bottom-up" budget process. Therefore, we should
integrate fragmented budget management, strengthen the power of the
core budget department, and decentralize departmental budgeting while
deepening budgetary capacity and deepen departmental budget reforms.
Finally, the key to the success of the budget reform depends on
the effectiveness of the legislation. It needs to give full play to the
supervisory power of the people's congresses, allows the formal
budget system to be established in the form of laws, and ultimately
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anchors the budget firmly in the soil of legislation. In the process of
establishing a modern budget state, the strengthening of legislative
supervision is an important part of ensuring the stability of the
national budget. In South Korea, although the National Assembly of
South Korea passed the "National Finance Act," the Act did not set
specific targets on the revenue and expenditure constraints, and it was
easy to cause the expenditure ceiling to flow into the form. However,
South Korea is also thinking about how to exert the influence of the
National Assembly constantly. In this regard, we should reconstruct
the power structure of our country, improve the legislative and
amending powers of National People’s Congress, implement the
connection between the executive and the legislature, better control
the budget through effective budget accountability to avoid future
financial risks.
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Abstract
Since 2017, China's free trade zone has been growing vigorously
and 11 free trade zones have been formed. This is also a very
important foreign trade strategy in China. And the trade facilitation
reform has been carried out in full with the establishment of China’s
Free Trade Zone as well. South Korea, the neighboring country of
China, established a free trade zone as early as 2000 through
legislation, and it has been more than a decade old. From the point
of view of law and history, this paper studies the influences of
national economic development strategy and industrial development
plan to the trade facilitation policy of South Korea’s Free Trade Zone
through reviewing the development history of trade facilitation in
South Korea’s Free Trade Zone relying on the analysis framework of
regional economics. The impact has promoted the transformation and
upgrading of South Korea’s industrial structure, as well as promoted
South Korea’s economic growth. In addition, the credit system,
statistics, and monitoring and evaluation work need to be
strengthened. It is also necessary to further enhance the awareness of
the whole society on e-commerce, and to further explore the law of
economic activities in cyberspace. At the same time, the paper
compares and analyses the trade facilitation policies between China
and South Korea, thereby exploring beneficial experiences in the
construction of China’s free trade zone.
Keywords: Free Trade Zone, Trade Facilitation, Trade Policy.

policy aims to create a simplified, coordinated, and transparent
economic environment for international trade activities, thus forming a
new type of trade relationship that standardizes customs procedures,
coordinates simplification of documents, and information sharing. After
lowering tariffs, simplifying procedures for adoption, and reducing
transaction costs, trade facilitation has become the focus of
international trade in all countries. In particular, for China, an
economic power with stable economic growth, convenience is an
important indicator of the degree of economic liberalization and
stability.
In Asia, both China and South Korea which are both big trading
nations and newly industrialized countries, have attracted global
attention at the same time. In addition, China-Korea Free Trade Area
has been officially completed and has become China's free trade zone
which has involved the largest volume of trade in the country and
the most comprehensive range of fields so far. At the same time,
China's 11 free trade pilot zones have already become economies of
scale, which will increase the export competitiveness of the two
countries, and will intensify cooperation and win-win between the two
sides. China and South Korea's experience and gaps in trade
facilitation from studies and compares are conducive to China's
continuous improvement of trade facilitation and the promotion of
China's foreign trade efficiency, which could provide convenience for
enterprises to carry out import and export business as well. Therefore,
this article will explore from the comparative perspective of
China-Korea FTA trade facilitation policy, summarize the successful
experience of South Korea's implementation of trade facilitation, and
put forward inspiration and reference for China's trade facilitation
policy.

1. Introduction
In the international community with a highly open global economy
and regional economic integration, simplification and coordination of
trade flows and efforts to achieve trade facilitation policies and
measures will help expand world trade and deepen the integration of
globalized economies. With the continuous expansion of the trade
scale of various countries in the world, the complicated and trivial
customs clearance procedures among international economies have
restricted the development of international trade as a new hidden
barrier. Global economies are aware of the simplification of trade
flows, which not only increases trade efficiency, but also generates
strong demand for trade facilitation policies. The trade facilitation
* Business of school, Wuhan Business University, China.

2. Overview of Trade Facilitation
Trade facilitation is the most common and important trade term in
international trade. In this regard, the WTO's definition is "to simplify
and coordinate international trade procedures, including all actions,
mistakes, and measures needed to collect, submit, exchange, and
process data and other related information in the process of
participating in international trade." APEC (2007) is defined as
“simplifying and rationalizing the cross-border flows of hindering and
delaying goods, increasing the transaction costs of goods and other
administrative procedures”. The OECD (2011) believes that trade
facilitation is a normal measure to reduce the cost of trade by
improving the efficiency of every link in the international trade
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process.
It can be seen that the definition of trade facilitation is broad and
narrowly defined. The narrow definition only focuses on improving
border administrative procedures, which emphasizes the construction of
facilities and administrative measures for the import and export of
goods. The broad definition includes improving border management,
transparency, trade barriers, and modern customs technical measures.
It should also include the trade-related business environment.

2.1. Trade Facilitation Agreement
After more than a decade of negotiations, the "Trade Facilitation
Agreement" was finally born. Bali Ministerial Conference of WTO
adopted the "Trade Facilitation Agreement" in December 2013. By
the end of November 2014, WTO had passed the relevant protocols
to members to perform domestic approval procedures. As of February
22 of 2017, there are 112 members accepting the agreement, which
exceeds the conditions for acceptance of the two-thirds of the
members stipulated in the WTO Agreement, and the agreement has
come into effect. Since the implementation of the "Trade Facilitation
Agreement," it has helped reduce global trade costs by an average of
14.3%, and has brought about a trillion U.S. dollar export growth to
the world.
The Trade Facilitation Agreement requires developed members to
fulfill their obligation to implement all the provisions of the first part
in the agreement immediately after the agreement comes into force.
South Korea belongs to category A members that must fulfill all the
terms of the relevant agreements. However, the developing countries
have a provision for transitional terms that will be implemented after
capacity building. According to the “Trade Facilitation Agreement”
classification, China divides the current customs measures into
Category A and Category B measures. Among them, the main
contents of Category B measures include the determination and
publication of the average release time, single window, provisional
import of goods and entry & exit processing, and customs
cooperation. These four Category B measures have not yet been
formally implemented in China and are still in a transitional period.

2.2. Optimizing trade costs
Governments aim to build a series of related hardware facilities
and introduce soft terms (such as transit procedures, laws and
regulations, etc.) in order to lower transaction costs in international
economic and trade activities, reduce the complexity of transactions,
and improve the trading environment. And at the same time, it made
the government's control measures more effective. The main trade
costs that need to be optimized are as follows:

2.2.1. Port facilities costs
As we all know, a country with a natural and good freight
transportation port will undoubtedly add a lot to the country’s import
and export conveniences. However, if we want to follow the
development process of global economic integration, we must continue
to follow up the post-harvest construction of the port and face a

huge maintenance costs at the same time, which is undoubtedly a
major expenditure that all countries must consider in advancing trade
facilitation.

2.2.2. Clearance Technical Support
In order to ensure that the safety of imported and exported goods
and related technical indicators meet the requirements, the adoption of
procedures is an integral part of customs declaration. In order to
increase the efficiency of the approval procedures for the
corresponding formalities, it is necessary to invest more to the
following items: the establishment of electronic information systems,
the maintenance and upgrading of related software, the networking
among the government, customs, foreign exchange administrations,
commerce departments, and enterprises, facilities, equipment and
technical services for transportation, warehousing, inspection and
quarantine.

2.2.3. Soft system reform
In the process of promoting trade facilitation, there are also
changes in the concepts of relevant administrative agencies,
institutional reintegration, and personnel training costs, for example,
the costs needed to improve the current trade system and regulations,
as well as the direct, indirect, real, and potential costs of dispute
resolution.

2.2.4. Loss of government revenue
With the growing expectations of trade liberalization and the
appeals of International Business Organization, all countries have
drastically reduced their domestic import tariff rates under the
large-scale framework and eliminated the quota system and trade
controls. However, while people enjoy the benefits of low tax rates,
governments in various countries have reduced their revenue because
of the loss of customs revenue. Trade facilitation simplifies the
customs declaration process, gives corresponding preferential policies
and will reduce the local government's fiscal revenue as well.

3. The status of trade facilitation in China and
South Korea
The economic and trade cooperation between China and South
Korea Since the establishment of diplomatic relations between the two
countries in 1992, trade has showed the continues grow, and the
economic cooperation fields have also expanded to various industries
such as energy, information technology, and logistics. China has
become South Korea’s largest trading partner, largest export
destination and largest source of imports. The trade exchanges
between both sides have become more and more inseparable. Trade
facilitation has also become a common issue in trade between the
two countries. Due to the different stages of economic development
and the gap in the degree of completeness in the construction of the
free trade zone, the differences in trade facilitation will lead to an
increase of institutional costs in the course of trade exchanges
between both sides. Therefore, it is essential to fully understand and
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analyze the beneficial experience of Korea's trade facilitation, which
could improve China's trade facilitation environment.

3.1. Trade facilitation status of South Korea
As an emerging economy, South Korea has an important place in
the world's economic growth. However, the following issues have
brought many hidden dangers to the Korean economy: the small land
area, limited available resources, relatively dense population, and the
unstable security situation on the peninsula. In the early stages of the
economic development, South Korea formulated an export-oriented
economic development strategy, faced the world economy, actively
participated in the international division of labor, developed an
export-oriented economy model, and promoted the development of the
national economy through extensive international economic and
technological exchanges and cooperation. Therefore, in international
trade activities, South Korea has made full use of the advantages of
abundant labor resources to effectively make up for the disadvantages
such as lack of resources, narrow domestic market, and insufficient
capital accumulation, which has brought sufficient development room
for the economy of South Korea.
South Korea joined the GATT (WTO) in March 1967. In more
than 40 years as a member in WTO, South Korea has created the
so-called "miracle of the Han River" and the "Korean model." At the
same time, South Korea has also constantly revised its trade
facilitation measures in accordance with the evolution of WTO
policies. When the normal or irregular imports of foreign goods
caused damage to related domestic industries, the Korean government
introduced measures such as imposing anti-dumping duties,
countervailing duties, or implementing safeguard measures to provide
relief to relevant industries. Or at the request of the domestic
industry, the import of certain goods may be restricted by raising the
tariff rate so as to protect the interests of the domestic industry. Or
the government would implement flexible tariff cuts to encourage
imports of raw materials that are in short supply in the country,
reduce production costs, increase market competitiveness, and stabilize
market prices.
In recent years, in order to deepen the level of trade facilitation,
South Korean government have correspondingly revised relevant laws
and regulations, established a national committee for trade facilitation,
and increased the integration framework of investigation, procedural
representation and review systems and border management. Through
information technology, South Korea gradually completed the modern
logistics system, and built an integrated cargo monitoring network and
an automatic screening system based on electronic seals and electronic
maps. At the same time, it also developed a single window system
including 19 key management departments, established the FTA
Global center, developed and popularized a standard origin
management system, and implemented a one-stop support service.
Among them, the construction of a single window has played an
important role in enhancing the supervision efficiency of Korean
ports.
After gain the full support of government agencies and
representatives of the business community, the single-window
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construction not only improved the efficiency of adoption and reduced
the cost of money, but also helped the South Korean government to
gradually improve the laws related to trade facilitation. It has also
made South Korea become one of the economies with relatively
complete laws and regulations related to the global single window.

3.2. Trade facilitation status of China
Since the accession to WTO, China has persisted in fulfilling its
commitments, continuously reducing tariff levels, promoting the style
of being a big country, and made tremendous efforts to promote
trade facilitation with today’s rising trade protectionism. We actively
participate in international economic cooperation, promote a
transparent and reasonable trading environment, and seek development
benefits for many developing countries.
In recent years, China’s dependence on foreign trade has been
maintained at a high level. Therefore, all measures related to trade
facilitation have brought tremendous changes to China’s economy. As
we all know, since the reform and opening up, China's economic and
trade development has jumped into a new development stage. It has
abandoned many of the previous government-sponsored acts, gradually
extending from a single department to many other departments, and
starting with minor links to improve adjustment and management
systems. At the same time, with the rapid development of information
technology, the application of trade control in the exchange of
information technology has stepped in trade activities, providing many
conveniences for China's economic and trade activities, and also
bringing considerable income to countries with close trade contacts in
China.
After becoming one of members in WTO, China’s foreign trade
management has undergone large-scale reforms, and the variety and
scope of merchandise for import and export quota license
management have been drastically reduced. In July 2004, China
achieved a record registration system for foreign trade operators,
creating a more relaxed foreign trade operating environment for
enterprises. The reform of the business sector has led to the
coordinated advancement of trade-related departments. The reforms of
customs, foreign exchange, and quality inspection departments have
further promoted the development of China's foreign trade. For
example, the single window established by China's Shanghai Free
Trade Zone and Xiamen Free Trade Zone has reached version 3.0. In
2017, China issued a single window of the national standard version.
Through the establishment of a single window, Shanghai's cargo
declaration time is shortened to half an hour, and the time for filing
a vessel is reduced to two hours, which will inevitably reduce the
company's financial costs.
Through the analysis of the current status of trade facilitation
between China and South Korea, we can see that the emphasis of the
two countries is different. At the level of government management,
China’s efforts are even greater, not only gradually decentralizing
power, but also strengthening policy concessions, and making use of
institutional advantages to continuously promote the simplification of
customs clearance and inspection procedures. At the corporate level,
South Korea has more advantages, which recognized early on the

232

Pan Ying / 14TH INTERNATIONAL CONFERENCE 229-233

impact of its external economy on its own country. Korean
government stabilized its own economic development by starting with
commodity structure and prices, made its trade links with other
countries in the world maintain a sustained growth in general, which
promoted trade facilitation indirectly.

4. Comparison and Analysis of Trade Facilitation
between China and South Korea
Both international organizations and researchers are conducting
extensive research on the level of trade facilitation. For example,
United Nations Conference on Trade and Development (UNCTAI)
annually publishes trade facilitation reports and related documents
concerning the country as a measure unit, and proposes relevant
suggestions and guidance to help these countries establish or
strengthen their own trade facilitation committees. Organization for
Economic Cooperation and Development (OECD) conducted a
comprehensive assessment of trade facilitation in 133 countries around
the world, mainly including: the completeness of rules, the degree of
procedural complexity, the degree of internal and external economic
cooperation, the degree of implementation of related procedures, the
degree of governance of related departments, and the degree of
difficulty in obtaining information. This article will use the OECD
assessment system to analyze the differences in trade facilitation
between China and South Korea, mainly involving the comparison of
four indicators: port facilities, customs clearance efficiency, regulatory
environment, and e-commerce.
Port facilities: This indicator mainly measures the indicators of port
infrastructure construction, throughput, and work efficiency. Shanghai
Port in China has become the world's largest container port for two
consecutive years. In 2017, the throughput reached 40.23 million
TEUs, an increase of 8.3% year-on-year. At the same time, the
third-largest port in the world is China's Shenzhen Port, with a
throughput of 25.21 million TEUs in 2017. However, South Korea's
Pusan Port has dropped to the sixth place in the world, and has just
entered the 20 million TEU-class port of the big club, but its growth
rate has exceeded 10% year-on-year.
By comparing the data, we can see that we completely
overwhelmed the South Korean port of Pusan in terms of absolute
numbers, but we have not been able to surpass South Korea in terms
of the growth rate reflecting the development potential, which is
mainly due to the large number of ports in China, coupled with the
constraints of the corresponding objective conditions.
Customs clearance efficiency: At present, China has not officially
implemented the average release time for determining and issuing.
The traditional formalities for customs clearance in our country are
relatively complex. The strength of customs officers' work and the
long customs clearance time has affected the normal trade order to a
certain extent. This inefficient mode of customs clearance will
inevitably increase the cost of trade for import and export companies,
and it will leave the international community with an insufficient
openness. At the same time, the management methods are not
advanced enough and have a direct impact on China's import and

export trade and economic development. South Korea's customs
clearance environment has been evaluated by the World Bank for
three consecutive years as the first in the world. South Korea's
customs clearance efficiency is extremely fast. With the UNI-PASS
system, the South Korean customs only takes 1.5 minutes for export
clearance, and import customs clearance takes less than 1.5 hours.
The declaration began five days before entering the port of Korea.
There is no requirement for the object to be declared, because the
Korean Customs has implemented post-regulation supervision which
exists everywhere in the social economy.
Regulatory environment: South Korea has made many efforts to
promote the institutional environment for trade facilitation and has
established a relatively comprehensive system of laws and regulations.
For example, South Korea revised the "Trade Automation Law" into
the "Electronic Trade Facilitation Law." Subsequently, the government
revised and reformed regulations such as "Foreign Trade Law,"
"Electronic Transactions Law", "Customs Law", "Trade Transaction
Facilitation Law", and "Digital Signature Law", At the same time,
public services and market supervision in South Korea are also
relatively complete and far better than China in terms of policy
transparency.
However, our country has lagged behind in the construction of
laws and regulations, and has only promulgated relevant departmental
and local laws and regulations with weak binding force. At the same
time, the publication of relevant policy documents is not open and
policy descriptions are not clear, leading to misunderstandings in the
public's understanding. With the growing trade activity, the relevant
institutional environment will hinder its development.
E-commerce: The development of international trade is inseparable
from the application of information technology, which Korea's use of
this aspect has a greater advantage than our country. The amount of
electronic transactions in South Korea is much higher than that in
China, especially in the trade flow, and the electronic document
exchange system has been vigorously promoted so that the trade
business has achieved phased automation. Although China has also
been vigorously advancing the construction of e-commerce in recent
years to promote trade facilitation, there is still a long way to go.
For example, single window in Korea belongs to the standard model,
not only the improvement of the relevant legislative system, but also
a good sense of user experience connected with 45 licensing
agencies.
However, our country has not fully exerted the innovative role of
e-commerce, the business model is relatively single, and the service
level has yet to be improved. In addition, the credit system, statistics,
and monitoring and evaluation work need to be strengthened. It is
also necessary to further enhance the awareness of the whole society
on e-commerce, and to further explore the law of economic activities
in cyberspace.
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Abstract
This paper analyzed the current situation of internet finance risk
and Internet finance supervision based on the definition and
characteristics of internet finance. Clarified the differences between
internet financial risks and traditional financial ones. Then, the
formation of Internet finance risk was analyzed based on Diamond &
Dybvig model. Some corresponding regulatory countermeasures are
given for the supervision of Internet finance at last. In the future,
with the innovative development of Internet finance, there will be
new regulatory loopholes, which require the simultaneous improvement
of legislative work. Through understanding the regulatory and
legislative experience of European and American countries on Internet
finance, legislative supervision is carried out in combination with the
specific situation of China. Studies that causes and supervision of
Internet financial risks in China. Clarifies the differences between
internet financial risks and traditional financial ones. Then, the
formation of Internet finance risk is analyzed based on Diamond &
Dybvig model. Finally, some corresponding regulatory countermeasures
are given for the supervision of Internet finance. In the future, the
development and supervision of Internet finance will be coordinated.
We should neither restrain development because of regulation nor
ignore the occurrence of risks just for the sake of development. We
should strive to build a sound financial system so that Internet
finance can better serve the real economy.

supervision; improve the regulatory system, in order to ensure the
stable and orderly development of the financial system.
Recent years, scholars had conducted extensive research on the
Internet finance. Some researched on the safety of the third-party
payment platform, some on Banks, financial institutions. Borio (2013)
believed that the incubation period of systemic risk should be paid
more attention than the crisis outbreak period. Kim (2005) pointed
out that there are many third-party credit institutions such as Banks
and consumer privacy protection agencies providing credit services for
online transactions. Domestic scholars' researches on Internet finance
mainly focus on liquidity, credit, and network security, technical and
legal risks. Ma lei (2014) studied the liquidity risk, and he pointed
out that the time difference between depositors and lenders would
lead to the liquidity risk. Tao Yana (2013) summed up the
characteristics of China's online loan business from two aspects of
business model and payment guarantee. Gao Han (2014) analyzed the
risks according to the types and features of the Internet financial,
thought to build Internet financial regulation legal system from four
aspects: the credit reporting system, the business license system, and
the dispute relief system and industry self-discipline code.
This paper analyzed the current situation of internet finance risk
and Internet finance supervision based on the definition and
characteristics of internet finance. Clarified the differences between
internet financial risks and traditional financial ones. Then, the
formation of Internet finance risk was analyzed based on Diamond &
Dybvig model. Some corresponding regulatory countermeasures are
given for the supervision of Internet finance at last.

Keywords: Internet financial, Risk, Regulatory, Control,
Countermeasures.

2. Current Situation of Internet Finance
1. Introduction
In recent years, with the development of the Internet, many new
industries are emerging. Internet finance, as one of the new industries,
affects the whole industrial chain and all aspects of economic
operation. Internet finance has made the financing process more rapid,
diversified financing channels, and expanded the scope of financing,
and so on. On the other hand, Internet finance also has many risks,
such as credit risks, risks brought by information asymmetry and
risks brought by imperfect technology. We should give necessary
* Associate Professor, Business School, Shandong University of Political
Science and Law, China, E-mail: xdd133@163.com.

The Internet finance has many characteristics different from
traditional finance. Internet finance is characterized by low cost, high
efficiency, wide coverage, rapid development, weak management, high
risk and low threshold.
The development of the Internet financial in China presents
following characteristics: the cases of Internet financial risk, for
example fraud and breach of contract, occur frequently. The degree of
internet financial supervision increase in intensity. Internet financial
change from high-speed development into rational development.
Internet lending involves a wide range of business types, but capital
lending only accounts for 1% of the total amount of RMB loans.
Forms of Internet finance is diversified, but third-party payment (such

236

Dandan Xiao / 14TH INTERNATIONAL CONFERENCE 235-236

as Alipay) and online lending (such as P2P) are dominant. The
number of third-party payments is large, but the amount of single
funds is small. The number of P2P lending platforms presents a
downward trend, but the amount of transactions and users continue
increasing.
The low cost and low threshold of Internet finance make Internet
finance develops rapidly. However, it also makes some customers
with bad credit enter the process of capital lending, which increases
the occurrence of credit risk of Internet finance. And at present, the
Internet is developing rapidly and the risks are increasing. It is urgent
to control the risks of Internet finance and increase the supervision of
the Internet finance industry.

3. Conclusions
Internet financial risk and regulation is a process of continuous
innovation, which ensures timely prevention and control of risks and
advance prediction, and further improves supervision in all aspects. In
the future, the development and supervision of Internet finance will
be coordinated. We should neither restrain development because of
regulation nor ignore the occurrence of risks just for the sake of
development. We should strive to build a sound financial system so
that Internet finance can better serve the real economy.
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Abstract
This paper took the rural residents in Shandong Province as the
research object, collecting data through questionnaire survey, and
using factor analysis to determine the main factors influencing their
satisfaction. It was found that the rural residents in Shandong
province were quite satisfied with the public service evaluation. The
diversified supply structure with the government transfer payment as
the main body and the social support is still developing, which leads
to the limitation of the scope of service and the ability of service in
the real situation. Therefore, the study of rural basic public services
is of great significance not only in theory, but also in the
improvement of real work. Among them, marriage and age, public
education service and social medical service were the main factors
that influence the satisfaction. According to this, some reasonable
suggestions were put forward for the development of public service
in Shandong province. This paper takes Shandong province rural
basic public service as the research object, according to the survey
data, analysis and evaluation of rural residents in Shandong province
to public service satisfaction, the main factors of influencing the
satisfaction of empirical analysis, in order to be able to find in the
public service in the building, and provide reasonable suggestions.
Keywords: Rural Public Service, Satisfaction, Influencing Factors.

1. Introduction
The Chinese government put forward the construction of a new
socialist countryside in 2005. Since then, the construction of basic
public services in rural areas has entered a period of rapid
development, and has achieved excellent results. However, China rural
problems are numerous and scattered distribution, especially in remote
and poor areas and backward areas is affected by geographical
conditions, cultural values and traditional customs and other factors,
resulting in basic public services in rural areas and the overall quality
is not high, area difference is obvious, the development of
unreasonable structure and level of differentiation is not ideal. An
important problem that lead to better maximize the effectiveness of
public services in rural areas is expected, but also restrict the rural
areas in all aspects of all-round development. In addition, the basic
* Shandong University of Political Science and Law, China.

public service in rural areas is lack of healthy market supply
mechanism. The diversified supply structure with the government
transfer payment as the main body and the social support is still
developing, which leads to the limitation of the scope of service and
the ability of service in the real situation. Therefore, the study of
rural basic public services is of great significance not only in theory,
but also in the improvement of real work.
This paper takes Shandong province rural basic public service as
the research object, according to the survey data, analysis and
evaluation of rural residents in Shandong province to public service
satisfaction, the main factors of influencing the satisfaction of
empirical analysis, in order to be able to find in the public service in
the building, and provide reasonable suggestions.

2. Questionnaire Investigation and Satisfaction Analysis
2.1. Design of questionnaire survey
We chose the Shandong city of Ji'nan Province, Qingdao City,
Yantai City, Weifang City, Zibo City, Weihai City, Linyi City, Jining
City, Tai'an City, Liaocheng city and Heze City, a total of ten cities
as the research object, through field survey of students, each
prefecture level city issued 100 copies of questionnaire were issued.
1000 questionnaires, survey conducted from July 2007 to September
during the summer vacation students, were recycled 790
questionnaires, the questionnaire for 79% useful rate. The reliability
test of the questionnaire found that the Cologne Bach coefficient of
the questionnaire survey data was 0.912, indicating that the reliability
of the questionnaire accords with the research requirements.
According to the basic requirements of the satisfaction survey
research method, the questionnaire is divided into preface, answer,
answer questions, and the other four main content. The questionnaire
in the "problem" is divided into "background problem, the problem of
objectivity and subjectivity of" three categories, corresponding to the
questionnaire "you and your family situation", "public service
satisfaction" and "public service supply and demand" three aspects.
The "status quo" public service satisfaction is the core part of the
questionnaire, with a total of 23 representative public services,
including infrastructure construction, road traffic situation, leading to
the county traffic, water supply, power supply, postal services,
telecommunications and the Internet, public education services,
primary school, junior high school education facilities and primary
school, junior high school environment, teaching level and teachers,
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high school education, secondary occupation education, health services,
medical and health institutions and facilities such as scale, hospitals,
clinics, medical facilities, medical expenses, local infectious disease
control, residential health, social security services, the new rural
cooperative medical insurance and new the rural endowment
insurance, five objects life guarantee condition, minimum living
security and social pension benefits.

2.2. The basic situation of investigation
According to the survey results(table 1), the survey of the rural
residents in the male dominated, accounting for about 65.8% of the
total sample; concentrated in the age between the ages of 40-50,
accounting for about 42.3% of the total sample; most of the rural
residents cultural level is not high, mainly in the middle school
culture level, accounting for about 64.7% of the total sample; the
proportion of married persons 88.7%. The number of family members
and family income per capita is different. Four families are mostly,
accounting for 47.8% of the total sample size, and the average annual
household income is below ten thousand yuan, accounting for 53.9%
of the total sample. Among the main sources of family income,
30.5% of the total number of migrant workers were migrant workers;
of them, about 51.2% of the respondents worked for more than six
months in the outside world. Among the respondents, the proportion
of children in need of children to school and support for the elderly
was 78.3% and 80.3% respectively. To sum up, the rural residents in
the survey have the following characteristics: male residents are the
main ones, and the main family income is migrant workers. Their
education level is generally low, their income level is not high, their
family burden is large, and their working time outside is long.

2.3. Analysis of the satisfaction of the rural public service
quality in Shandong Province
This part mainly revolves around the status of public services in
rural areas in Shandong province from the analysis on the satisfaction
of five aspects, respectively, the overall quality of service satisfaction
analysis, social security service satisfaction analysis, basic education
satisfaction analysis, medical service satisfaction analysis and
infrastructure satisfaction analysis. Through statistical tests, the
correlation coefficient of satisfaction evaluation contents is between
0.653-0.764, and Cronbach 'a value is between 0.886-0.921, which
indicates that all contents can better reflect the satisfaction degree of
public service. This study uses 5 levels of satisfaction score, which is
very satisfied with the 1 representatives, 2 representatives with 3
representatives, 4 representatives are not satisfied, 5 representatives are
not satisfied with the comprehensive results with "average score" as
the standard, grade are shown in <Table 2>, the average higher
scores indicating more dissatisfied.

3. Analysis on the factors influencing the satisfaction
of rural public service in Shandong Province
This paper uses factor analysis to study the important factors that
influence the satisfaction of basic public services in rural areas. First,

the KMO and Bartlett tests are carried out on the data. As shown in
<Table 3>, the KMO test statistics are 0.854 and the concomitant
probability of the Bartlett ball test is less than 0.001. It shows that
the evaluation of the satisfaction of the rural basic public service has
a certain correlation, and the public factor can explain the variation
of the index better and can carry on the factors. Analysis. By using
SPSS21.0, the principal component method is used to extract 4
common factors with eigenvalues greater than 1, and the cumulative
contribution rate of four common factors is 63.86%, which has
certain representativeness. Finally, the factor load array is rotated by
the maximum orthogonal rotation method of variance, the results are
shown in <Table 4>.
It can be seen from <Table 5> that the load coefficient of the
first main factors in "primary school, junior high school education
facilities and environment" (0.682), "high school education" (0.779),
"secondary vocational education" (0.684) and "junior high school
teaching level and teacher strength" (0.733) have four indexes, the
first main factor is named culture education. Service factor, its
contribution rate is 17.869%; "traffic convenience to the county city"
(0.747), "road patency" (0.683), "water supply situation" (0.717) and
"power supply situation" (0.704) are the four factors of second main
factors, which are named infrastructure service factor, the contribution
rate is 16.005%; Third Master. Factors in the "minimum living
security" (0.846), "social preferential treatment" (0.843) and "five
insurance target life security status" (0.761), such as three index,
named as social security service factor, the contribution rate of
15.656%; fourth main factors in "medical health facilities and scale"
(0.584), "see a doctor". The factor of convenience "(0.755)" (0.755),
"cost of medical care" (0.696) and "control of local infectious
diseases" (0.581) had the largest coefficient of four, and the
contribution rate was 14.34%. The cumulative contribution rate of the
first four factors is 63.869%.

4. Results and Conclusions
According to the previous analysis, we can draw the following
three conclusions: first, Shandong rural basic public service
satisfaction evaluation is high, especially the infrastructure construction
and social security services, including water supply, power supply,
and new rural old-age insurance. At the same time, the quality of
basic public service in rural areas has a greater promotion space,
especially in social security services, infrastructure services, teachers
and teaching level in primary and secondary schools. Second, in the
population factor analysis, the marital status of rural residents has a
great influence on the satisfaction of basic public services. In
addition, the degree of education, gender and family income of rural
residents will not have a significant impact on the satisfaction of
public services, and the demand for rural public services has not
produced a personalized effect. Third, the impact of rural basic public
service satisfaction mainly comes from four quality factors, such as
cultural education service factor, medical service factor, infrastructure
service factor and social security service factor, among which the
influence of cultural education service factor is the most.
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Comparative Study of China and the U.S. Internal Control Regulations Construction
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*

Abstract
China's Ministry of Finance ,The CSRC, the national audit office,
the CBRC and the CIRC jointly issued the basic norms of corporate
internal control and the supporting guidelines for internal control in
enterprises in 2008 and 2010 respectively, indicating the establishment
of China's internal control standard system. Compared with the
development of American internal control construction, the internal
control construction in China started late, the regulations relating to
internal control are mainly departmental and at a lower level, the
content mainly focuses on the issues such as accounting, all of these
seriously restrict the further promotion and implementation of Chinese
enterprises internal control regulations. The internal control of the
United States has been at the forefront of the world. Therefore, it is
necessary to draw lessons from the internal control construction in the
US, explore the bottleneck that restricts the construction of our
internal control laws, and promote the construction and perfection of
our internal control.
Based on the analysis of the relevant laws and regulations of the
internal control system of Chinese and American enterprises, the
paper makes a comparative analysis of the formulation mechanism,
implementation mechanism of the internal control of Chinese and
American enterprises, and finally puts forward some suggestions on
improving our internal control laws and regulations.
Keywords: Internal Control, Formulation Mechanism, Implementation
Mechanism, Mandatory Disclosure.

1. Research Status of Internal Control Construction
1.1. Research Status Abroad
In 2002, the United States announced the sarbanes - oxley act
(hereinafter referred to as the SOX act), the bill, proposed mandatory
disclosure of financial reporting internal control self-assessment report
and audit report, the implementation of the mandatory disclosure
system makes the enterprise began to disclosed its internal control
related data. The promulgation of SOX act has provided a new
opportunity for academic research and expanded the research space of
capital market. Foreign research on internal control are mainly
* School of Business, Shandong University of Political Science and Law,
China.

concentrated in the internal control and its influence factors of
information disclosure, internal control on the quality of the surplus,
the economic consequences of internal control of information
disclosure of empirical study, although the construction of internal
control regulations go ahead, but the research mainly focuses on
analysis of the internal control rules and regulations on the
implementation of cost effective and implementation effect, the study
of internal control regulations construction is not much. Altamuro and
Beatty(2010) believe that internal control improves the quality of
accounting information. Bargeron et al. (2010) believed that the
implementation of internal control clauses would help to reduce
enterprise risks and enhance enterprise value.

1.2. Domestic Research Status
Domestic research on internal control mainly focuses on the design
and construction of internal control systems, the effectiveness of
internal control evaluation and influence factors, disclosure of internal
control defects and its influencing factors, the influence of the
internal control to the control objectives, etc.; The research on the
construction of internal control laws and regulations mainly focuses
on improving China's internal control laws and regulations system and
exploring the implementation mechanism of internal control laws and
regulations. Ding Yougang, xing-guo hu (2008) analyzed the
theoretical foundation of the internal control law and legislative and
judicial practice in the United States, the current situation of the
internal control law of our country are analyzed, and pointed out that
the development of the internal control law and the influence of the
enlightenment to our country. Zhang fan (2016) conducted a
comparative study on Sarbanes act and China's basic norms of
internal control of enterprises from the perspective of legal norms.
Study on the rules of the law on the internal control construction in
more on Yu Fagui system construction principle and influence factors
in the process of implementation, but on the whole system
architecture, policy, procedure and enforcement mechanisms are less
involved.

2. Define the Meaning of Internal Control Laws and
Regulations
2.1. Internal Control
The definition of internal control in the us "internal control
integration framework" : a process implemented by the board of
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directors, management and other personnel of an enterprise to ensure
the reliability of financial reports; Effectiveness and efficiency of
operations; Reasonable assurance of compliance with applicable laws
and regulations. Our country enterprise internal control basic norms
put forward: the internal control is the board of directors, board of
supervisors, managers and all staff by the enterprise, aimed at to
achieve the management of the enterprise, on the implementation of
the process of financial reporting and compliance goals to provide
reasonable assurance. Analyzed the definition of internal control,
internal control in enterprise management activities, and the efficiency
of enterprise operation and effect, reliability of financial reporting, is
directly related to the following goals such as the applicable laws and
regulations.

2.2. Internal Control Regulations
Internal control laws and regulations are a kind of restriction on
the management behavior of enterprises. Internal control regulations
include norms governing the establishment and implementation of
internal control: basic laws providing directional guidance and
ideological basis for internal control and general laws for general
provisions; To provide comprehensive, systematic and specific
administrative regulations for the establishment and implementation of
internal controls, as well as departmental regulations as supplementary
and targeted guidance.

2.3. Construction of Internal Control Laws and Regulations
The construction of internal control laws and regulations is to
integrate the internal control objectives and concepts into various laws
and regulations so as to form a regulatory framework with different
levels and links. It is a systematic project, including the content
framework of internal control laws and regulations construction, the
mechanism of internal control laws and regulations formulation and
implementation, and the subject of internal control laws and
regulations construction.

3. Comparative Analysis of China and the United
States Internal Control Laws and Regulations
After years of development and improvement, the construction of
internal control laws and regulations in the United States is becoming
more and more mature. China's internal control construction is also in
the process of continuous improvement. By comparing and analyzing
the constitution of the internal control laws and regulations system of
China and the United States, we can conclude as follows:

3.1. The law of the internal control in the U. S.
The securities law of 1933, the securities exchange act of 1934,
the audit program announcement no. 29, 1935 the public utility
holding company law has been abolished, the public utility holding
company law in 2005, the SOX, these are the legal level.

China's internal control laws include the accounting law, the
securities law, the company law and the auditing law, all of which
contain provisions relating to internal control. Based on legal levels
of legislation comparison between the two countries, it is concluded
that the United States to control legislative level is higher, congress
passed the law, and constitute an important part of the American
legal system of internal control. On the contrary, China's internal
control legislation level is low, and there is no leading internal
control law.

3.2. The administrative levels of norms
Most of the United States about internal control of administrative
law is the U.S. securities and exchange commission (SEC), issued by
the SEC as an independent agency, responsible for the management
and execution of the federal securities laws, issued detailed rules and
the other has the force of law and regulation of the proclamation,
explanatory announcement of announcement of announcement,
litigation, conceptual, policy statements, etc. China's internal control
administrative regulations mainly include the general accounting
regulations. The administrative law issued by the SEC constitutes the
main body of its internal control system. China has very few internal
control administrative regulations.

3.3. Regulation on the level of industry self-discipline.
The accounting oversight committee of stock exchange and the
public company shall be under the jurisdiction of the SEC, formulate
relevant rules and implement regulatory activities. China's departmental
rules: basic accounting standards, basic standards for internal control
of enterprises. In the United States, the regulation of industry
self-discipline is made under the supervision of the SEC, and the
effect is good. The relevant guiding principles, guidelines and norms
of China come from different departments, mainly the CSRC, CBRC,
circ, sasac and stock exchanges. It is not conducive to the unification
and coordination of the internal control system because there are
many departments involved and the emphasis of each department is
different.

4. Comparative Analysis of the Internal Control
Regulation
Formulation
Mechanism
and
Implementation Mechanism between China and
the United States
4.1. Comparative Analysis of the Internal Control Legislation
Mechanism between China and the U.S.
China and the United States have made a comparative analysis of
the internal control regulation formulation mechanism from three
aspects: the main body of the internal control regulation formulation,
the formulation process and the regulatory action mode formulated.
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4.1.1. Internal control rules main aspects
The internal control rules and regulations formulation is given
priority to with unofficial research institutions, but to go through the
official approval and supervision of its laws and regulations of
impact, namely the establishment of internal control regulations
emphasized the combination of government and private organizations,
emphasis on specialized research institutions. China's internal control
laws and regulations are more official. China's internal control laws
and regulations are dominated by government departments.

4.1.2. Internal control procedures and the establishment procedure
of American regulation.
It has the very high transparency, by the relevant committee
members through the full discussion to democratic voting after
finalized, fully implement the principle of democratic decision-making,
legislative transparency and public participation is the basic
characteristics of the legislation. The formation mechanism of China's
internal control norms has distinctive Chinese characteristics: it is
mainly the government's economic management function that
participates in the formulation process; Experts and professors have a
greater voice; Not a democratic vote, but a final draft by way of
solicitation. Openness and transparency in the legislative process
remain to be improved.

4.1.3. The regulatory action mode of internal control formulation.
There are big differences between the main body of
implementation and the key points of supervision.
(1) Comparison of implementation subjects: the accounting
oversight board of the public company of the United States has
become the main force in the implementation of internal control laws
and regulations. And the U.S. public company accounting oversight
board, which is regulated by the Securities and Exchange
Commission, has greatly increased its authority. Our country has
multiple departments to set up the guiding principle of the internal
control, guidance, specification, implementation of main body a lot,
like pushing force is bigger, but in fact, many departments
supervision caused the dispersion of power and conflict, long
regulation, enterprise and regulatory authority is weakened and it is
difficult to implement internal control regulations.
(2) Focus on comparison: the internal control regulation will focus
on the protection of the interests of the investors, it is concerned
with the management and the auditor is better performed they should
perform duties, reasonable concern is whether the internal control can
guarantee its role in the financial reporting reliability. China's relevant
regulatory bodies focus on controlling fraud, that is, preventing and
eliminating information false disclosure and fraud by strengthening
internal control construction. But there is a long way to go before
the real focus of regulation is on protecting investors' interests.

4.2. Comparative Analysis of the Implementation Mechanism of
Internal Control Laws and Regulations between China and the
United States
After the enactment of the Sarbanes act, the United States was
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committed to finding appropriate ways to implement internal control
norms. China's internal control law enforcement mechanism is very
different from that of the United States. The core of the U.S. public
company accounting oversight board's oversight model is its review
process. First of all, the professional environment of audit
implementation and its influence on audit practice are considered. The
review process is also risk-oriented, in that the public company
accounting oversight board of the United States focuses on the
greatest risk of failure to detect material misstatements in financial
statements. When an audit is found to be unsatisfactory, the auditor
communicates clearly with the firm to identify the defect. China's
current supervision of certified public accountants is mainly to punish
them when problems are discovered, and there is no mechanism to
solve them fundamentally. It is mainly the punishment after the fact,
lack of prior control and evasion.

5. Analysis and Conclusions
Through the above comparison, compared to the United States, in
internal control regulations on the formulation and implementation
mechanism, there are many defects in our country, these defects
influence the effectiveness of internal control regulation and effect.
The mechanism of internal control rules in our country to reform
through the comparison of China and the United States found that
internal control regulations in our country is more administration
work, its legislative level is low, affect the authority of the internal
control laws and regulations; Moreover, the overlapping and conflict
of laws and regulations caused by the management of multiple
administrative departments has affected the enforceability of internal
control laws and regulations. The subject needs to be clear and
hierarchical. In addition, in the process of formulating laws and
regulations, more reference is made to the opinions of theoretical
experts and professors, which lacks the practical basis and reflects the
will of the regulatory authorities. Although in Chinese internal control
rules and took the way for advice, collect feedback from all walks of
life, but as a result of making procedure is not transparent, and there
is no force feedback mechanism, makes the process of soliciting
feedback become a mere formality, it is easy to cause regulations
from the actual environment of the enterprise, the enthusiasm of
many enterprises lack of execution, pushed against laws and
regulations.
The implementation mechanism of China's internal control laws
and regulations needs to be improved. Compared with our internal
control law enforcement mechanism, there are many problems in
China's implementation mechanism that need to be standardized and
improved. First, there is no definite penalty clause in China's internal
control law. Second, China's internal control laws and regulations
implementation process lacks the defect communication mechanism.
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The Competition of Asia-Pacific Multi-level Free Trade area and the Prospect of
"China-Japan-ROK Free Trade Area"
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Abstract
Throughout history, the Western European Economic Community
was founded when the "two-level" world pattern was formed; The
U.S.-Canada and Mexico Free Trade Zone (AFTAA) was established
when the European Unification Market was launched, "Korea-ASEAN
Free Trade area" and "Japan-ASEAN Free Trade area" followed
closely by "China-ASEAN Free Trade area". This paper holds that,
judging from the current free-trade zone development strategy of the
central countries in the region, the United States has no intention of
providing public goods for economic integration in the Asia-Pacific
region. It can only be a potential wheel-axle country. South Korea,
with a strong economy and a limited market size, has the will to
become a wheel-axle country integrating regional economic integration
organizations; only China, which is on the rise, has the ability and
the will to become a wheel-axle country. To provide the necessary
public goods for Asia-pacific economic integration. From the
economic level alone, the integration of other integration organizations
in China, japan and Korea free trade zone is the best choice, but the
three countries are faced with the puzzles of crossing over historical
problems and territorial disputes.
Keywords: Asia-Pacific Multi-level, Free Trade Area, China-JapanROK FTA.

1. Introduction
Throughout history, the Western European Economic Community
was founded when the "two-level" world pattern was formed; The
U.S.-Canada and Mexico Free Trade Zone (AFTAA) was established
when the European Unification Market was launched, "Korea-ASEAN
Free Trade area" and "Japan-ASEAN Free Trade area" followed
closely by "China-ASEAN Free Trade area". With the rise of China,
the negotiations on the "China-Japan-ROK Free Trade Area" gave
birth to the United States' strategy of returning to the Asia-Pacific
region. As a result, "China, Japan and South Korea" ran aground and
pushed the RCEP to surface. Regional free trade agreements are, to
some extent, a response to a shift in the international political and
economic landscape. Economic integration takes the form of dealing
* International Economic and trade school, Shandong University of
Finance and Economics, China.

with the uncertainty brought about by changes in the international
political and economic landscape. On the contrary, Brexit deals with
the uncertain risks of globalization in a way that leaves the European
Union. This is the development of economic globalization to the
"bottleneck" stage and the emergence of anti-globalization
performance.
Although Europe and the United States have entered the bottleneck
period of economic globalization and the trend of thought against
globalization is surging, the economic prosperity of the Asia-Pacific
region depends on the economic globalization and is full of vitality.
It is in the interest of all countries in the region to continue to
actively promote the in-depth development of regional economic
integration. At the same time, China's rise is becoming an important
force in reshaping regional and even global political and economic
patterns, for the next 5-10 years, The Asia Pacific multiple free trade
area competition will make the direction choice, the "China-JapanROK Free Trade Area" future also must place under this big
background to be able to see clearly.

2. China-Japan-ROK Free Trade Area
China-Japan-ROK of three major economies in the world and
important partners in economic and trade cooperation, China, Japan
and the ROK shoulder important responsibilities for boosting regional
economic development, guiding the process of regional integration and
safeguarding regional peace and stability. In the face of the current
complex and ever-changing international political and economic
situation, strengthening cooperation among China, Japan and the ROK
not only meets the development needs of the three countries, but also
accords with the common expectation of countries in the region and
the international community.
The three sides should seize the opportunity to expand the
integration of interests and strive to promote lasting peace and
common prosperity in the region. the three countries should jointly
safeguard free trade and promote regional economic integration. Three
countries should raise the level of regional economic integration and
jointly promote the construction of an open, interconnected, inclusive
and balanced Asian economic system.
The three sides should speed up the process of negotiation on the
China-Japan-ROK free trade area, and promote the agreement on
Regional Comprehensive Economic Partnership at an early date. Three
countries should lead and advance the formulation of the blueprint for
the East Asia economic community and strengthen cooperation in the
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six major areas of trade liberalization and facilitation, production
capacity and investment, infrastructure and connectivity, finance,
sustainable development as well as people-to-people and cultural
exchanges.

3. Asia-Pacific Multi-level Free Trade area
The Obama administration has shifted its focus to the Trans-Pacific
Partnership (TPP), a “high standard” trade agreement that would
include 12 countries on both sides of the Pacific – Australia, Brunei,
Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru,
Singapore, the U.S., and Vietnam – while excluding China.
The Obama administration places a heavy emphasis on the TPP as
the economic pillar of its “rebalance to Asia,” and apparently is not
keen to see momentum diluted by the introduction of a new trade
arrangement. According to estimates from the Peterson Institute of
International Economics cited by the WSJ, FTAAP would represent a
“win-win” for the U.S. and China – although China would “win” far
more. PIIE estimates that, by 2025, the FTAAP would help the U.S.
gain about $626 billion in exports, while China would gain a
whopping $1.6 trillion. Under the TPP arrangement, the U.S. would
gain far less in exports (about $191 billion) but China would actually
stand to lose roughly $100 billion in exports as the TPP nations
would shift their trade focus to other TPP member economies.

4. Results and Conclusions
This paper holds that, judging from the current free-trade zone
development strategy of the central countries in the region, the United
States has no intention of providing public goods for economic
integration in the Asia-Pacific region. It can only be a potential
wheel-axle country. South Korea, with a strong economy and a
limited market size, has the will to become a wheel-axle country
integrating regional economic integration organizations; only China,
which is on the rise, has the ability and the will to become a
wheel-axle country. To provide the necessary public goods for
Asia-pacific economic integration. From the economic level alone, the

integration of other integration organizations in China, japan and
Korea free trade zone is the best choice, but the three countries are
faced with the puzzles of crossing over historical problems and
territorial disputes.From the perspective of China, Japan and South
Korea, the "China-Japan-ROK Free Trade Area" is but the return of
the "East Asian Economic Circle" in history. From the East Asian
Economic Circle of the Empire to the "East Asian Economic Circle"
under the WTO system, it will be expanded from the East Asian
Economic Circle to the Asia-Pacific Economic Circle. This is in line
with the historical logic of East Asia's economic rise.
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Abstract
The characteristics of subsidiaries are important factors in the
control of mother and child companies, but there is no empirical test
for this problem. According to the existing research, parent-subsidiary
control can be defined as the process of the parent company’s
designing and implementing control modes or mechanisms to
influence its subsidiaries and other branch members to achieve its
strategy. This article will focus on the influence on the degree and
methods of control in such aspects as the scale, maturity, and
strategy of a subsidiary. Generally, the larger a subsidiary, the
stronger its operations, then company executives will seek to reduce
dependence on the parent company. There is no fixed pattern in
enterprise group 's management and control, which should vary with
changes in organizational structure and management methods. Through
questionnaire survey, this paper analyzes the influence of the size of
subsidiaries, business maturity and business strategy on group control.
The study found that the larger the subsidiary, the more the parent
company should have formal control; The larger the difference in the
subsidiary's business strategy, the more the parent company should
reduce the degree of control, and the more informal control is used.
The relationship between business maturity and group control is not
verified.
Keywords: Enterprise Group, Parental Control, Subsidiary
Characteristics.

1. Introduction
In recent 30 years, the parent-subsidiary control, especially the
control over the subsidiaries in multinational corporations, has aroused
widespread attention and great interest at home and abroad from
scholars in the field of international management and strategic
management, and many results have been obtained. In the early
stages of research, most studies focused on the parent-subsidiary
control mode or control mechanism. Goold and Campbell (1987)
thinks that the Group can control and manage its subsidiaries through
the process of a subsidiary company planning on and control (in the
narrow sense) over the subsidiaries. Employing such two dimensions
* Dept. School of Business, Shandong University of Political Science and
Law, China.

as the planning influence and the control influence, they proposed
eight different parent-subsidiary control modes, among which strategic
planning, strategic control and financial control are most often
applied. Chinese scholars have also proposed different parentsubsidiary control modes based on the actual development of our
group companies. Chen Zhijun (2006), based the level of governance
capabilities over subsidiaries, divides parent-subsidiary control modes
in China into three types: administrative management mode,
governance mode, management mode.
According to the existing research, parent-subsidiary control can be
defined as the process of the parent company’s designing and
implementing control modes or mechanisms to influence its
subsidiaries and other branch members to achieve its strategy. There
is no fixed pattern in enterprise group 's management and control,
which should vary with changes in organizational structure and
management methods. (Zhu, 1999) The key for parent-subsidiary
control to have greater effects lies in its integration with all kinds of
internal and external influencing factors (Otley, 1999). To improve
subsidiary’s performance, different control modes should be designed
according to different circumstances and the control degree and
methods should be adjusted (Chen & Xie, 2012). Within the group,
factors influencing parent-subsidiary control should be examined on
two levels: the group level and the subsidiary level. Liu Su (2012)
studied the influence of group strategy on control, finding that when
adopting related diversification strategies, the group’s use of full
control helps improve performance. Few from the existing studies are
found study the influence of subsidiary characteristics on parentsubsidiary control.

2. Literature Review
From the subsidiary level, the factors affecting the group control
include the strategy, size, life cycle, importance, responsibility center
type (Chen, 2007), industry, enterprise performance and so on. Group
control generally involves two dimensions: the degree of control and
the methods of control. This article will focus on the influence on
the degree and methods of control in such aspects as the scale,
maturity, and strategy of a subsidiary. Generally, the larger a
subsidiary, the stronger its operations, then company executives will
seek to reduce dependence on the parent company. But a large
subsidiary in general plays an important role in the group, and the
parent company will be more concerned about their business situation.
From the perspective of resource dependence theory, the larger a
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subsidiary, the more important its resources, and the more reliance
the group has on it. Therefore the parent company will strengthen its
control over the subsidiary. As for a small subsidiary, the parent
company does not have to care too much about it, so an autonomous
management mode is better (Chen, 2007). However, the larger a
subsidiary, the more business it involves, therefore formal control
methods should be employed and more importance should be attached
to results control. Accordingly, hypotheses H1 proposed:
H1: Subsidiary scale will affect the group control
H1.a: The larger the subsidiary, the greater degree the parent
control
H1.b: The larger the subsidiary, the more inclined the parent
company is to adopt formal control methods.
From the viewpoint of development stages of a subsidiary, in the
starting days, the standardization of enterprise management is often
low, its normal operation relies more on high executive’s personal
ability and interpersonal connections, and less on systems and
processes. With the subsidiary's development, rules and regulations are
gradually established and business operations are becoming
increasingly skilled, high executives begin to decentralize management
authority. Therefore, in the early stages of subsidiary development,
the parent company should exercise more intervention and help with
all the management, thus the degree of control should be higher;
With subsidiary businesses maturity rising, the work can be completed
independently, parent intervention should be reduced, so should the
degree of control. In the light of the control methods, in the early
stages of subsidiary development, it needs varying degrees and forms
of assistance from the parent company, where there is more
uncertainty, therefore more informal methods employed can be more
conducive to the subsidiary development; when a subsidiary reaches
its maturity, the parent company can take formal control methods.
Group control adjustments should refer more to the maturity of its
subsidiaries, and should not simply based on their age or stage of
development. In summary, this paper presents research hypotheses H2,
H2: Subsidiary business maturity will affect the group control
H2.a: The higher the subsidiary maturity, the lower degree of the
parent control;
H2.b: The higher the subsidiary maturity, the more inclined the
parent company is to use formal control methods.
As group’s business unit, a subsidiary will adopt different business
strategies. This paper tends to explore the matching between low-cost
and differentiation strategies and parent-subsidiary company in
accordance with Potter’s classification. When a subsidiary uses
low-cost strategy, standardized production is generally emphasized, at
this time many factors are shareable among each subsidiary, scale
effects are easier to be achieved and thus lower the costs and
improve performance. In practice, resource sharing requires
coordination of multiple departments, differences encountered is
difficult to eliminate by the subsidiaries alone, superior intervention or
even mandatory is needed. Therefore, when using low-cost subsidiary

strategy, higher control degree and formal control methods are
conducive to enhance business performance. When a subsidiary uses
differentiation strategies, subsidiary innovation is more necessary, their
differences should be more considered in its control, thus lower
control degree and informal methods are more effective. Accordingly,
hypotheses H3 proposed,
H3: The differentiation degree of subsidiary business strategy will
affect the group control.
H3.a: The higher the differentiation degree of subsidiary business
strategy, the lower degree the parent control.
H3.b: The higher the differentiation degree of subsidiary business
strategy, the more inclined the parent company is to use
formal control methods.
The above theoretical deduction forms the conceptual framework of
this study, shown in <Figure 1>.

Figure 1

3. Research Design
Data for this study comes from a questionnaire survey. 297
questionnaires are distributed to subsidiary senior managers of the
Haier Group, Joyoung Group, XuJi Group, Wuhan Iron and Steel
Group, China Telecom Shandong Branch, etc., and students of EMBA
class of Shandong University and Shenzhen MBA class who work as
managers at subsidiary level, and 226 copies of questionnaires were
recovered. Returned questionnaires with important information missing
or strong randomness are considered invalid and thus excluded. 87
valid questionnaires are finally obtained, valid response rate being
29.3%.
From the viewpoint of the industry distribution, five companies are
from the primary sector (agriculture, forestry, animal husbandry and
fisheries), accounting for 5.7% of the total samples. The majority of
surveyed subsidiaries are from manufacturing, numbered 52,
accounting for 59.8% of the total samples; the remaining 30
subsidiaries from the services sector, accounting for 34.5% of the
total. From the perspective of the nature of the subsidiaries, the vast
majority of surveyed subsidiaries are wholly-owned or absolute
holding subsidiaries, accounting for 74.7%, including 37 wholly
owned subsidiaries and 28 absolute holding subsidiaries. Relative
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holdings subsidiaries number 13, accounting for 14.9%. Other kinds
of subsidiaries account for about 10%.
The independent variables and the dependent variables in this
study are measured through Likert five-scale measurements. Among
them, subsidiary size is got through measuring the number of
employees and sales volume. Subsidiary maturity is measured through
the answers to questions about development of informants’ company.
Subsidiary’s business strategy are measured by asking the respondents
about business and product concentration degree and differentiation
degree.
The dependent variable group control includes two dimensions—the
degree of control and the methods of control. The degree of control
is measured through the following aspects: personnel recruitment and
selection, product pricing, costs and expenses, investment expenses,
annual goals, marketing promotion, market selection, new product
development, product design changes, production processes
modification and daily management etc. Control methods is measured
by asking respondents whether the group developed a detailed system
processes to manage subsidiaries, supervision of implementation, the
cycle of report to the group from the subsidiary, subsidiary high
executives, middle management, ordinary employees and new
employees’ attendance in group meetings, as well as how often the
group leadership inspect the subsidiary.

4. Empirical Results Analysis
In this study, the interaction between the independent variables and
the dependent variables is tested by a linear regression method. The
dependent variable consists of two dimensions, so this study tests
respectively the relation between independent variables and control
degree and the relation between independent variables and control
methods. Empirical test results shown in <Table 1>.

4.1. The influence of subsidiary size on the group control
Hypothesis H1 assumes that the group control will be influenced
by the subsidiary size. Subsidiary size has positive effects on the
degree of parent control(H1.a), at the same time has an effect on the
formality of the group control (H1.b). From the results in Table 1,
hypothesis H1.a is not verified, that is, the subsidiary size doesn’t
affect the group control. This paper argues that a large subsidiary
size does not necessarily mean its high position in the group. The
same size may mean either a major business unit in a small group or
a minor unit in a large group. Hypothesis H2.b is verified, that is,
the subsidiary size will affect the formality of the group control. The
results show that the larger the subsidiary, the more difficult the
parent interference, thus the results control should be more
emphasized, and formal methods are more favorable.

4.2. Subsidiary business maturity’s effects on the group control
Hypothesis H2 assumes the group control is affected by subsidiary
business maturity. Subsidiary business maturity will negatively affect
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the group control degree (H2.a), positively affect the formality of the
group
control (H2.b). From the empirical results in Table 1, both H2.a
and H2.b are not verified. This paper argues that when the influence
of subsidiary business maturity is examined, the degree of relevance
between the subsidiary’s business and the group’s business should
also be considered. If the subsidiary businesses have relatively more
relevance with the group’s businesses, then even if it is in a mature
stage of development, it still will be subject to more control from the
parent company. And more business dealings also increases
opportunities for various informal parental-subsidiary control. Therefore
hypotheses H2.a and H2.b have not been verified.

4.3. Subsidiary business strategy’s effects on the group control
Hypothesis H3 assumes the group control is affected by the
differentiation of subsidiary strategy. The higher the degree of
strategy differentiation, the more the control degree should be lowered
(H3.a), and the more informal methods should be adopted (H3.b).
From the test results in Table 1, both H3.a and H3.b are verified.
When a subsidiary employs more differentiated strategy in its
products or business, it should carry out more innovative activities,
and it will be more difficult for the parent company to grasp the
progress of subsidiary businesses, therefore the parent company reduce
its intervention and more informal control methods should be adopted
in carrying out parental control.

4.4. Results and Conclusions
Through empirical studies the present article has discovered the
relationship between subsidiary characteristics and the group control.
The subsidiary size will affect the way of the group control: the
more formal control methods should be taken for larger subsidiaries.
The differentiation degree of subsidiary's business strategy will affect
the degree and methods of group control: the greater the business
strategy differentiation, the more the parent company should reduce
the degree of control, and the more informal methods should be
used. The results of this study to some extent enriches the corporate
group management and control theory, and further extends factors to
be considered in the selection of group control modes. Also the
results can provide references for decision-making in group control
practice.
Limitation of this study is mainly reflected in two aspects. First,
this study used questionnaires to obtain data, and variable
measurements are based on artificial judgment, so subjectively-biased
assessments are rather possible. If respondents were not able to
accurately perceive issues such as enterprise network centrality and
strength of the relationship, the conclusion of the study may be
weakened. In addition, the study simply considered factors on
subsidiary level, yet didn’t weigh integration of various factors within
the group, thus there may exist some weaknesses in causality
explanation. Future research could further explore the influence of the
integration of kinds of factors between the parent and subsidiary
companies. And it can also conduct in-depth analysis on the influence
of changes in subsidiary characteristics.
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Abstract
The purpose of microfinance in China is to expand the provision
of loans to farmers, individual owners and micro enterprises. In
China, the finance institution is more concerned about the city than
the rural for a long time. Even the rural banks, such as China
Agriculture Bank and Rural Credit Cooperative Company, mainly
moved the funds of rural to the city instead of helping the farmers.
So in the vast rural areas, financial service is missing and capital is
shortage in China. The state wants to guide private capital flows to
rural and underdeveloped areas in order to improve financial services
there. With establishing microfinance, farmers’ income and rural
economy can be promoted. This study found that microfinance
companies did promote the development of rural areas. Chinese
microfinance created a unique development model in the development
process which helps farmers a lot. The results of the regression show
that the funds of China's microfinance companies flow to the
countryside, to make up for the lack of rural financial situation for
the "three rural" (agriculture, rural areas, farmers). The microfinance
companies provide funding and greatly improve the peasant’s
expenditure, which achieve the intended target. Further study found
that microfinance companies have made such a good achievement in
promoting rural development, mainly because they provide funds that
are in line with China’s reality.
Keywords: Microfinance, Rural Development, Peasant’s Expenditure.

1. Introduction
In China, the finance institution is more concerned about the city
than the rural for a long time. Even the rural banks, such as China
Agriculture Bank and Rural Credit Cooperative Company, mainly
moved the funds of rural to the city instead of helping the farmers.
So in the vast rural areas, financial service is missing and capital is
shortage in China. Lack of funds is an important factor which leads
farmers hard to increase income and agricultural slow to develop.
In order to solve the above problems, in August 2005, the
People’s Bank of China (PBOC) launched a pilot project on setting
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up rural commercial microfinance in Shanxi, Sichuan, Shaanxi, Guizot
and Inner Mongolia provinces where the private finance was relatively
active. The experiment made a great success. So PBOC issued “China
Banking Regulatory Commission, the People’s Bank of China on
microfinances pilot guidance” in May 2008.

2. Present situation of microfinance companies in China
Microfinance companies have developed rapidly since 2008.
According to the industry development data, the number of
microfinance companies has always maintained rapid growth. And
loan balance keeps in a high development. According to the statistics
of the People’s Bank of China, the number of microfinance
companies increased from 1334 in 2009 to 8673 in 2016, with an
average of 1047 new units each year. The balance of loans from
microfinance companies increased from 77.4 billion yuan in 2009 to
927.28 billion Yuan, with the average annual growth rate of
137.25%.
Table1. Statistics on China’s microfinance, 2009 to 2016
Year
2009
2010
2011
2012
2013
2014
2015
2016
2017

Quantity
1334
2614
4282
6080
7839
8791
8910
8673
8551

Employee
14500
27884
47088
70343
95136
109948
117344
108881
103988

Capital
940
1780.96
3318.66
5146.96
7133.39
8283.06
8459.29
8233.9
8270.33

Loan
774.23
1975.04
3915.73
5921.35
8191.27
9420.38
9411.51
9272.8
9799.49

Source: PBOC

3. Empirical test on microfinance supporting rural
development
In order to examine whether the microfinance company promoted
the development of rural economy and whether it has achieved the
purpose of improving the peasants' life since its establishment. We
take the expenditure as explained variable. Because expenditure can
describe the situation of people more accurately in China. The more
people consume, the better he lives. So I investigate the peasant’s
expenditure from 2001 to 2016 in China. Also I have investigated
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the urban’s expenditure in the same period. By comparing the
consumption data of rural residents and urban residents in China in
the same period, we can find where the funds of microfinance
investigate and which side obtained more support. And since the
microfinance company was fully developed in 2008, so this article
takes 2009 as the analysis of the node, before and after the selected
8 years of data were studied, namely: 2001-2008 as the
pre-development data, 2009-2016 as post-development data.
To examine the impact of the establishment of microfinance
companies on the rural economy, the direct comparison of changes
before and after the two time points, may not be able to draw an
accurate conclusion. Because the change of rural economic and
farmers' consumption may be caused by other factors, not only by
the microfinance companies establishment. Therefore, this paper uses
the multiplier analysis method to analyze the entry effect of
microfinance companies. The main idea of the multiplier analysis
method is to use the exogenous public policy brought about by the
individual effects and time effects of the double difference to identify
the effect of the policy. The metering model is:
Representing the total consumption level of the t year sample in
the region ; representing the impact of the common impact, expressed
in GDP; indicating the long-term consumption level of the region ;
representing behalf of the microfinance company, enter into 1, not
into 0; λ representing microfinance’s effect coefficient which measures
the effect of the microfinance company on explained variables;
representing the region, the rural area is 1, the city is 2; is for the
random disturbance item.
The model has the following advantages in the analysis. First, we
control the individual effects that do not change with time, such as
difference ideas, social environment and other factors that cannot be
quantified. Secondly, by introducing the dummy variables of time in
the model, we control the time-varying effect-the impact of economic
growth. Thirdly, using the multiplier analysis method to construct the
action group and the control group, it can be better to analyze the
entry effect of the microfinance company
In the regression model, the estimated coefficient of microfinance
companies 'consumption growth for rural residents is 0.3134 and the
standard deviation is 0.231, which indicates that the growth of rural
economy has been promoted after the establishment of microfinance
companies, which has improved the life of farmers and promoted
farmers' consumption. Which means the microfinance played a good
role in rural development. Meanwhile, the estimated coefficient of
consumption growth for urban residents is 0.0161 and the standard
deviation is 0.0003, which indicates that the establishment of
microfinance companies has no obvious effect on the improvement of
urban residents' consumption. The results indicate microfinance support
rural development more than urban. The funds of microfinance enter
into the rural more than the urban.

4. Experience of China’s microfinance supporting
rural development
The results of the regression show that the funds of China's

microfinance companies flow to the countryside, to make up for the
lack of rural financial situation for the "three rural" (agriculture, rural
areas, farmers). The microfinance companies provide funding and
greatly improve the peasant’s expenditure, which achieve the intended
target. Further study found that microfinance companies have made
such a good achievement in promoting rural development, mainly
because they provide funds that are in line with China’s reality.

4.1. Strictly limit the use of microfinance companies’ funds
In order to guide the microfinance invest in rural areas and
underdeveloped areas and increase the supply of agricultural loans,
the policy stipulates that the business area of microfinance companies
is limited to the county area, not across the region. Beijing, Shaanxi
and Gansu require microfinance companies’ loan must be more than
70%.In order to ensure that farmers and small micro-enterprises to
become a small loan company's customers, [2008] No. 23 document
issued the "balance principle" which request the same borrower's loan
shall not exceed 5% of the net capital of the microfinance company.
Sichuan and Shanxi, respectively, provides a small loan company's
single loan amount of up to 200,000 yuan and 300,000 yuan. At the
same time, the central and local governments have introduced a series
of taxation and fiscal subsidy policies to support the development of
microfinance companies, such as the inclusion of microcredit
companies in pilot loans for agriculture-related loans and the
reduction of tax burden on microfinance companies.

4.2. The implementation of localized business management
According to the "three rural" development situation and its
demand for funds, microfinance companies innovate variety loan to
meet the demand as far as possible. On the basis of thorough
investigation and extensive research, the microfinance companies have
determined the primary principle is simplifying and standardizing.
They actively pursue the farmer's guarantee service and implement
mutual insurance between the farmers to achieve rich and strong to
help poor and weak. They carry out agricultural and sideline products
focused on loans, agricultural and sideline products processing special
loans, rural model village and credit village loans, community loans,
small credit loans and corporate credit card loans and other new
credit. And accordingly the microfinance developed "Huinongtong",
"Haoyebao", "Chengxindai" and other series loan products, effectively
meet the farmers’ needs.

4.3. Cooperate with agriculture industry chain
As the majority of farmers lack qualified collateral and lack of
credit records, it is difficult to examine their credit. Loaning them is
risky. In order to solve this problem, the microfinance company
cooperates with the core enterprise of the agricultural supply chain.
As the core enterprises cooperate with farmers for a long time, they
learn farmers well and understand their credit situation. Loaning to
farmers who cooperate with core enterprises overcomes the loan
information asymmetry and adverse selection. The loan to the
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peasants prioritized whether they had a cooperation agreement with
the core enterprise of the supply chain. The peasants contracted with
core enterprise have priority to get loans. This model not only
enables the microfinance companies to meet the needs of the farmers'
funds but also achieve more profit, which achieves a win-win
situation.
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Abstract
On the basis of discussing the network economy concept and the
commentary of the marginal revenue decreasing of traditional
economic theory, the concept of network economy has just been put
forward in recent years. The reason why such a concept appears is
that the information technology, marked by computer network, plays
an increasingly important role in economic activities. Some people
define network economy as an economic form based on network
technology and human capital. This paper points out network
economy existing the marginal revenue increasing and analyzes the
reasons that influencing the marginal revenue increasing. Broadly
defined network economy refers to the economic activities
characterized by the application of information technology and
information resources based on computer networks or platforms
(including the Internet, Intranet, extranet, etc.) in which information
and knowledge play a major role.Network economy has changed
many aspects of traditional economy, resulting in decreasing marginal
cost, decreasing transaction cost in and out of enterprise organizations,
and making the effect of increasing scale compensation more
prominent. This is of great significance to the information
construction in China.
Keywords: Network Economy, Marginal Revenue Increasing,
Marginal Income Decreasing, Transaction Cost.

1. Introduction
The concept of network economy has just been put forward in
recent years. The reason why such a concept appears is that the
information technology, marked by computer network, plays an
increasingly important role in economic activities. Some people define
network economy as an economic form based on network technology
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and human capital. Mr. Wu Jiapei, author of China's economic
science, thinks that there is a narrow and broad understanding of the
network economy. The narrow sense of network economy refers to
the economic activities based on Internet, such as network enterprise,
electronic commerce, and other online economic activities such as
network investment and network consumption. This is the Internet has
developed vigorously since it was used in business activities since
1993.
Broadly defined network economy refers to the economic activities
characterized by the application of information technology and
information resources based on computer networks or platforms
(including the Internet, Intranet, extranet, etc.) in which information
and knowledge play a major role. Thus, it also includes non-Internet
network economic activities, particularly traditional economic activities
that are changing as a result of the impact of the information
revolution, such as those of traditional enterprises in electronic
transition. People usually understand and understand the concept of
the information economy in the broad network economy, which
sometimes appears in the media.
Network economy can also be understood from different levels of
economic form. At the macroscopic level, it is a new economic form
which is different from nomad economy, agricultural economy and
industrial economy. Different from the previous economic form, it is
or will be to use intelligent information network as the most
important production tool, and make information a resource that is
equal to matter and energy or even more important. Viewed from the
medium view level, the network economy refers to the information
industry that develops to the Internet stage, namely the network
industry. It is divided into four levels: infrastructure, application base,
intermediate service and business application. From the micro level,
the network economy is a new network enterprise, network market,
including the residents of the network investment, network
consumption and other micro economic activities.

2. The Law of Increasing Marginal Income of
Network Economy
The law of increasing marginal income in the network economy is
a very important law in traditional economics. The main idea is that,
under the condition of constant technological level, in the process of
increasing one variable factor of production to one or several other
constant factors of production in a continuous and equal amount,
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when such variable factor of production is less than a certain value,
The marginal yield resulting from an increase in the input of this
element is incremental; When the input of this factor of production
increases continuously and exceeds this particular value, the marginal
yield resulting from the increase in the input of that factor is
decreasing. However, when we enter the network economy, this law
does not seem to be very effective. Microsoft, for example, invested
nearly $200 million in Windows 95, but after its successful
development, the cost of producing the second CD started at 50
cents, and its prices in the market are falling. That is to say, the law
of diminishing marginal returns no longer exists in this new
economy. Many scholars and experts have studied this phenomenon.
They proposed a law of incremental marginal gains. The main idea
of this rule is that, as the equivalent of a variable factor of
production increases, the resulting marginal yield increases without
diminishing. This rule is common in the network economy. Of
course, we can not deny that the law of diminishing marginal returns
still plays a role in the network economy, after all, the network
economy is not built in the air, it should be based on the traditional
economy. What we say is, in the network economy, the law of
diminishing marginal income is no longer the "Golden Rule", it also
has the failure time. The reason for the failure is because there is a
law of increasing marginal returns.

3. The Reasons for Increasing Marginal Returns to
the Network Economy.
3.1. Three Laws in Internet Economy
The network economy has the "Matthew effect" that is, strong and
weak. This will eventually strengthen the monopoly until the winner
eats it all. In addition, there are three laws in network economy,
Jimeiteqiafu law, Moore law, Daweiduo law.

3.1.1. Metcalfe law
The value of a network increases at the rate of the number of
users squared. This law tells us that if there are N individuals in a
network, then the value of the network to everyone is proportional to
the number of others in the network, so that the total value of the
network to everyone is proportional to n ×(n-1) = n2-n. If a network
is worth $1 per person in the network, the total value of a network
of 10 times its size is $100. The total value of a network 100 times
its size is equivalent to 10,000 yuan. A tenfold increase in the size
of the network increases its value by a factor of 100.

3.1.2. Moore's Theorem
Moore's Law was first published by Moore on April 19, 1965 in
the journal Electronics. He summarized the pace of information
technology progress, i.e., the integration of transistors doubled every
18 months and prices halved.

3.1.3. Daweiduo's Law
The emphasis is on the importance of innovation in the fierce
survival and development of enterprises, which means that if an
enterprise wants to occupy a dominant position in the market, it must
be the first to eliminate its own products in the industry, the first to
develop a new generation of products. In the end it is actually an
application of the "Matthew effect", even if the stronger the stronger
the weaker the weaker. Strong enterprises have more human and
financial resources to invest in initial development and research, thus
more likely to succeed; On the contrary, the weak enterprises can
only face a more disadvantaged situation, even be eliminated. Intel's
microprocessors aren't always the best and fastest, but they're almost
always the first to launch a new generation of products. In the same
way, Microsoft's W is not the best microcomputer operating system at
the time, but it through the continuous introduction of new products,
finally become the mainstream products, no one can compete with it.
The three theorems explain the increasing benefits of the network
economy: Meiteqiafufa, for example, is based on the fact that every
new user gets more information from others. It points out that the
network has a strong "externality" and positive feedback: the more
users, the greater the value of the network, the greater the need for
networking. In this way, we can see that the Metcalfe rule points to
the increasing utility of consumption in general -- the original
demand creates new demand. And for Moore's law, there's actually a
learning curve behind it. The learning curve shows that as the output
increases, the manufacturer continues to improve its production,
resulting in lower production costs for a single product.
This is the real reason for the increase in returns because it shows
a declining marginal cost curve. Daweiduo's law explains the
mainstreaming phenomenon in network economy. Because of the
influence of the synergistic value and locking effect, consumers have
habitual use of some network products, and their consumption
behavior shows great stickiness. It is difficult for these consumers to
switch to other similar products of the same kind, thus giving
manufacturers a growing(or at least not decreasing) number of
consumers.

3.2. Other factors of incremental remuneration in the
network economy
The network economy has fundamentally changed the traditional
economic laws. The economic basis of industrial society is the law of
incremental marginal cost, which reflects the socialization of high cost
in industrial society. The economic basis of the network economy is
the opposite law of diminishing marginal cost, which reflects the low
cost socialization of the information society. For example, the cost of
IP telephony does not have the concept of proximity to space, and
international distance is the same as the cost of local calls.
Microsoft's costs don't go down with market share; on the contrary,
the first copy costs the most and the last copy costs the least when
the market is 100%.
This fundamental change in economics is due to the shift in the
basis of practice on which it is based. For the industrial economy
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with circuitous mode of production, the cost of socialization is the
cost of circuitous, and the increase of marginal cost reflects the
essential characteristics of the industrial economy: its value creation
and value consumption are both in the circuitous path or the
expansion of the scope of socialization. Beyond certain limits, the
wider the scope, the less marginal benefits it creates and the higher
the marginal costs. For the information economy of direct production
mode, due to the disappearance of space-time distance and the
substitution of "bit" for material capital, the material cost of
socialization is almost negligible. Thus, the key to the shift from
incremental marginal cost to diminishing marginal cost is that the
cost of the two civilizations 'economy on the circuitous path has the
opposite characteristics.
Because all economics in the industrial age was based on
circuitous paths, it cost a lot of material money, and it was
impossible to consider the low-cost phenomena of knowledge
substitution and zero-cost copying, which caused the collapse of the
whole traditional economics. In the era of the Internet economy, the
subject of economics is reversed. In the industrial age, what is scarce
are not products and resources. What is scarce is the socialization of
production and consumption itself, because it is the most costly. In
the information age, material capital is abundant, and the satisfaction
of consumers and the direct proximity of producers to consumers
become scarce resources.

3.3. Reduction in transaction costs
According to Coase, the enterprise organization is a substitute for
the price mechanism. The existence of the enterprise is to save
transaction cost, that is, to replace the higher market transaction with
the lower internal transaction. The optimal size of an enterprise is
determined by the fact that the marginal cost of intra-firm
transactions equals the marginal cost of market transactions or the
marginal cost of other intra-firm transactions. The network is reducing
transaction costs in many ways.
The various operating costs within the enterprise have decreased.
As modern enterprises rely more and more on computer network to
manage, the enterprise's self-organization ability is stronger and the
management cost is lower. From MIS to MRP, from MRP II to
ERP, enterprises constantly recombine their strategic resources under
the network environment. In the early 1990s, Dr. Hammer even
proposed BPR based on modern IT technology. After successful
enterprise process reengineering, the operating cost of the enterprise
will generally be reduced.
The cost of enterprise diplomacy is reduced. Corporate diplomacy
refers to business and business-to-business, business-to-consumer
transactions. Prior to the network economy, market efficiency was
difficult to produce due to adverse selection and moral hazard caused
by information asymmetry and price dispersion caused by high search
costs. A computer network cannot solve the problem of adverse
selection and moral hazard in essence(in a network economy, rational
people do not want to reveal information that is bad for them), but it
can solve the search problem well. The cost of information near zero
cost in the network greatly reduces the subjective uncertainty and the
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cost of error decision.
High entry costs. High entry costs cause firms to have a
downward average cost curve that is spread down to lower costs per
product as output increases, resulting in increased returns. At this
point in the network economy, however, it has its own characteristics:
most of the cost of access to digitized products or services is the
cost of knowledge. This block is not sunk costs, and in some cases
can be converted into inputs for other digitized products.
The Performance of Scale Pay Increase in Network Economy
As the number of network members increases, the value of the
network increases explosively, and the value increases attract more
members to join, resulting in more returns. Now the law of
incremental scale returns far exceeds the scale of the increased returns
previously described in economics textbooks. Now the new economy's
law of scale pay increase and the old law of scale pay increase are
both positive feedback chains, the former driven by the power of the
network, the latter are not. First of all, the scale compensation
increase of industrial economy is linear growth, and the scale
compensation increase of network economy is exponential growth.
Second, the economies of scale of the industrial age come from the
painstaking efforts of companies to outperform their competitors. The
experience created by the leading company is its own. In contrast,
the incremental scale of the network is created by the entire network
and shared by all network members.
In conclusion, network economy has changed many aspects of
traditional economy, resulting in decreasing marginal cost, decreasing
transaction cost in and out of enterprise organizations, and making
the effect of increasing scale compensation more prominent. This is
of great significance to the information construction in China.

References
Guo, D. (2000). Research on political transformation in South
Korea. Beijing: China Social Sciences Press.
Guo, Z. (2013). Experience and Practice of Korea's Promotion of
Performance Budget Reform. China Finance, 15, 15-21.
Kim, J. M. (2010). Korea’s Four Major Budgetary Reforms:
Catching up with A Big Bang in J. Wanna, L. Jensen &
J. de. Vries (eds.), The Reality of Budgetary Reform in
OECD Nations: Trajectories and Consequences, UK:
Edward Elgar Publishing Limitied, 2010.
Ma, J. (2013). The Biggest Challenge Faced by the Budget of
China's Public Budget: Financial Sustainability. Journal of
the State Administration College, 13(5), 19-30.
Newfarmer, R., & Nubkery B.(2000). Medium-term pressure to
promote the role of government: East Asia after the crisis.
HP Brixi & Ma, J., Financial Risk Management: New
Concepts and International Experiences. Mei, H., Beijing:
China Finance Economic Press, 2000.
Ye, J. (2006). National Assembly in South Korea's Budget
Process. Journal of Wuhan University, Philosophy and
Social Sciences, 6(6), 68-85.

Zhao Yue / 14TH INTERNATIONAL CONFERENCE 259-260

259

The Issues on Environmental Costs of China's Sustainable Economic Development

Zhao Yue*
*

2. Environmental Costs

Abstract
During the past twenty years, China has developed rapidly in
economy. Meanwhile China's economic development has brought great
many problems. Sustainable development is to achieve coordination in
the ecological, economic and social aspects. Among them, the
environment and resource issues are the most critical issues which
affecting sustainable development in China. With China's rapid
economic development, China's ecological environment is facing the
most serious threat in water pollution, air pollution, solid waste
pollution and the destruction of forests and biodiversity, resulting in a
significant loss of the national economy. This research aims to
examine whether the tragedy of the commons has hindered the
sustainable development of China's economy or not. On the other
hand, we try to analyze a solution to improve this situation.
Theoretical background study, finding optimization models, and data
analysis. In the case of a clear definition of property rights, the air
will have a market price. The market price will coordinate pollutant
emissions. The tragedy of commons has hindered the sustainable
development. The model of China’s Economic development should be
changed.
Keywords: Chinese Economic Sustainability, Environmental Pollution,
Sustainable Development, Environmental Costs.

1. Situation Analysis of China's Environmental
Problems
Sustainable development is to achieve coordination in the
ecological, economic and social aspects. Among them, the
environment and resource issues are the most critical issues which
affecting sustainable development in China. If the economic and
social development exceeded the capacity of the ecosystem, the
consequences are dire. With China's rapid economic development,
China's ecological environment is facing the most serious threat in
water pollution, air pollution, solid waste pollution and the destruction
of forests and biodiversity, resulting in a significant loss of the
national economy.
* School of Business, Shandong University of Political Science and Law,
China.

During the past twenty years, China has developed rapidly in
economy. The GDP of China in 1990 was 356.937 billion dollars,
while it reached 10.94 trillion U.S. dollars in 2016. Meanwhile
China's economic development has brought great many problems.
Such as environmental pollution, water pollution, fog and haze is
getting worse recently.
GDP from 2000 to 2016 was shown in the following <Table 1>.
Total investment in environmental pollution control showed growth
trend year after year as GDP. And environmental governance
investment ratio of GDP reached the peak in 2010. In the other
hand, we can see that in 2012 the total investment in environmental
governance is over eight times as in 2000. Nearly every year the
government increased investment in environmental pollution control.
From the perspective of sustainable economic development analysis,
environmental costs can be thought as the cost of environmental
downgrade. It means a consideration of the decline in environmental
services quality. There are two parts in environmental costs: the cost
of environmental protection expenditures and the cost of
environmental degradation. Environmental expenditures are costs to
protect the environment and actually paid. Environmental degradation
costs represent the value and cost of protecting the environment
should pay for pollution damage. Environmental costs equivalent to
the natural environment "depreciation of fixed assets." Popular to say,
the environmental cost is ahead of consumption about the health and
future generations’ well-being.

3. Haze Problem: Typical Case of “Tragedy of the
Commons”
National Development and Reform Commission announced that
since the beginning of 2013, fog and haze has covered nearly a
quarter of China's land. During 2013, the losses caused by the haze
have been over trillion yuan. About the causes of haze, there is no
certain public statement. China’s overcapacity, industrial structure and
single energy structure have caused serious pollution to the
atmospheric environment. Specifically, construction dust and pollutants
generated by coal-fired atmospheric environment has caused
tremendous pollution. If everyone does not think the haze caused by
exhaust emission of their own cars, this will be the typical model
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"free riders." This kind of individual's rational behavior brings
collective irrational.
In the specific pollution process, the benefits are real and obvious
for all polluters. In the other hand, individual manufacturing pollution
is scattered. For the individual, the part of the pollution they made is
only small part of the contamination they subjected. For example, a
person drives a car. Then he enjoys the benefits of driving a car and
discharge pollution. When many people act like this, if one person
stops driving, he would immediately lose the benefits of driving, but
it was hardly to change the pollution he subjected. So no one will
drive less. However, when everyone choose to drive, the pollution
they suffered even greater than the benefits of driving. In short, at
this time, the social cost will be jointly shared by everyone. But they
also will be stuck in the trap of tragedy of the commons. Only one
thing they can do is appeal.
From an economic point of view, the haze problem is a problem
of property rights. It does not defined property rights clearly. Haze
problem can be understood as following. Your right for breathing
fresh air is violated by others. But the problem is that this right does
not be defined at the beginning. Why? Because people generally have
such a concept that is the air is taken for granted as "public goods".
People are reluctant to even do not think the "air" should be defined
property rights. Also, affected by this concept the government will
stop people to establish private property rights in this area. If there is
no clear definition of property rights, the environment as "public
goods", then the emission levels of pollutants will far exceed clearly
defined in the property as determined by the level. Precisely, it is
beyond the boundaries of the people to bear. So that the legitimate
rights of the people have been widespread violations. If clearly
defined property rights, sewage can be solved as long as people
earned this right through transactions. But if he withheld the
information of pollutant emissions, then it undermines the legitimate
interests of the other, constituting a crime.
Therefore, in the case of a clear definition of property rights, the
air will have a market price. The market price will coordinate
pollutant emissions. The companies which reduced emissions can be
rewarded by selling their emission rights. On the contrary, the
companies which increased emissions will bear the additional costs or
even be punished by law. Therefore, to solve the haze problem, we
must first determine who infringe the rights of whom. In fact there is
no environmental problem, only economic and legal issues.

4. Results and Conclusions
The solution of Haze Problem and "Tragedy of the Commons" is
government intervention regulation: making resources private, or
according to the degree of harm caused by pollution represent a tax
on polluters, to cover the cost of increased private polluters, making
the private costs equal to social costs.
In modern technology, the sewage treatment is measurable. From

this perspective, the air becomes a kind of "common-pool resources."
Nobel Prize winner in economics, American economist Elinor
Ostrom presented eight design principles of management and
distribution system on "common-pool resources". Two of design
principles for contemporary China haze problem are very instructive.
One is the arrangements of collective choice. The majority of
individuals affected by the operational rules should be able to take
part in changing the operating rules. Another one is oversight.
Overseer of “common-pool resources” who checks the status and
occupant behavior actively is either the person responsible for the
occupants or the occupant themselves.
Haze problem is a warning to the sustainable development of
China's economic. Environmental cost will rise in the future. For
example, highways, airports always will be temporarily closed due to
insufficient visibility. Nice new car can only put in the garage to
watch, a significant increase in the probability of accidents, the
number of tuberculosis patients will be more and more, companies
have to be discontinued pending the air better. People with economic
ability will immigrate to the area with fresh air. This economic
model is unsustainable. The tragedy of commons has hindered the
sustainable development. The model of China’s economic development
should be changed.
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Abstract
“One Belt, One Road" initiative has the potential to create greater
opportunities for the logistics sector in China –Japan -Korea FTA.
China-Japan-Korea FTA negotiations were launched in November
2012. The three parties attached great importance to the negotiations,
and strove to reach a comprehensive, high-level and reciprocal free
trade agreement with unique value. According to the signing and
negotiating of the China-Japan-Korea Free Trade Agreement will build
a comprehensive institutional framework for the trade, investment and
cooperation within the three countries, promote the opening of each
other’s market and push forward the integral development and
prosper. In current China, Japan and South Korea to the increasingly
close economic exchanges, under the premise of the rapid
development of the logistics industry, China should be on the basis
of perfecting the legal system of China's logistics, and actively
promote the China, Japan and South Korea by trade area logistics
legal system perfect, so as to promote the economic take-off of the
FTA. In the development of FTA, the logistics industry also take
challenges and requirements to the original legal system. In order to
meet the needs of the logistics industry`s development under the new
situation, to promote the development of FTA and prosperity of the
world economy, improve CJK FTA logistics legal system is very
urgent.
Keywords: One Belt, One Road, China-Japan-Korea FTA, Logistics,
CJK FTA Logistics legal System.

1. Introduction
On Sept, 2013, President Xi Jinping Delivers Important Speech
and Proposes to Build a Silk Road Economic Belt with Central Asian
Countries. Over the year, trade cooperation among countries and
regions along “the Belt and Road” routes has been deepened
continuously, injecting new impetus for China’s economic
development.
Cooperation in policy coordination, production capacity cooperation,
financial service and people-to-people exchanges has been greatly
* Business school, Shandong University of Political Science and Law,
China.
** Business school, Shandong University of Political Science and Law,
China.

strengthened. By far, China has signed 103 cooperation agreements
with 88 countries and international organizations under” the Belt and
Road” Initiative. Of the 279 items in the outcome list released at the
B&R Forum for International Cooperation held last year, 255 have
been converted into normalized work and 24 have been advanced in
an orderly way. The Big Data Report Statistics show that more than
8,000 China-Europe freight trains have been dispatched to 14
European countries and 42 cities. Goods traded between China and
related countries have exceeded 5 trillion U.S. dollars. Silk Road
Fund has supported 19 “the Belt and Road” projects involving 80
billion U.S. dollars. China has signed cultural agreements with over
60 countries under the International Coalition for Green Development
on the B&R.
China-Japan-Korea FTA negotiations were launched in November
2012. The three parties attached great importance to the negotiations,
and strove to reach a comprehensive, high-level and reciprocal free
trade agreement with unique value. They agreed that concluding the
negotiations of China-Japan-South Korea FTA as soon as possible
accords with the three parties’ interests, is of great importance to
deepen regional economic cooperation and realize the trade and
investment liberalization and facilitation in East Asia. They exchanged
ideas on how to make further progress on promoting trade in goods
and services and investment.
On March 2018, the Chief Negotiators’ meeting of the 13th Round
of Negotiations of China-Japan-South Korea Free Trade Zone was
held in Seoul, Korea. They also held panel meetings on trade in
services, telecommunications and financial services and exchanged
policies comprehensively and carefully on the management measures
of trade in services.

2. “The Belt and Road” Trade Situation
China's foreign trade with countries along the B&R routes has
seen rapid growth, with import growth exceeding export growth for
the first time. In 2017, the total import and export volume of China
and the Belt and Road countries reached 1440.32 billion U.S. dollars,
up 13.4 percent year on year, which was 5.9 percentage points higher
than China’s overall foreign trade growth rate, and accounting for
36.2 percent of the country’s total import and export trade volume.
In terms of countries, China's trade volume with Asia and Oceania
accounted for more than 50 percent, of which China's trade with
Central Asia saw the fastest growth. The Republic of Korea (ROK),
Vietnam, Malaysia, India and Russia ranked the top five by foreign
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trade volume with China.
In terms of domestic regions, east China saw the total value of
imports and exports in 2017 with the Belt and Road countries
accounted for nearly 80 percent of China’s foreign trade with those
countries. Guangdong, Jiangsu, Zhejiang, Shandong and Shanghai were
the top five by foreign trade with the Belt and Road countries last
year.
In terms of commodity structure, mechanical and electrical products
were the key commodities that China exported to the the Belt and
Road countries, while electrical machinery and mineral fuels belonged
to the key commodities that China imported from those countries.
In terms of trade body, private enterprises were the main forces,
while state-owned enterprises' trade volume with the B&R countries
saw a sharp increase. In 2017, the total imports and exports volume
between China’s private enterprises and their counterparts in the Belt
and Road countries stood at 619.98 billion U.S. dollars, accounting
for 43.0 percent of China's total trade volume with those countries.
State-owned enterprises saw the growth of imports and exports
volume with the Belt and Road countries grow the fastest, up 24.5
percent from that in 2016.
Since 90's of last century, the economic and trade relationship
among China, Japan and South Korea have make a spurt of progress
of development. According to the data of recent 2017. The
International Monetary Fund (IMF), China to Japan and China to
South Korea's import and export trade volume respectively $303
billion and $280billion, the volume of trade is huge.
In 2017, China, Japan and South Korea import and export
countries in the top ten, China and Japan respectively is South
Korea's first and third largest exporter, exports accounted for 25.4%
and 5.6%. China and Japan are respectively the first and the second
largest importer, the export volume accounted for 17.1% and 10.2%.
South Korea is China's third largest exporter and the largest importer
of imports, import and export volume accounted for 7.8% and 4.3%.
At the same time, South Korea is Japan's third largest exporter and
the seventh largest importer, import and export volume accounted for
4.1% and 7.5%.

3. China Japan and South Korea logistics situation
3.1. China’s logistics infrastructure construction
The total mileage of China's railway operations are 110000 km in
2014, the total mileage of highway operations is 4460000 km, the
total mileage of 130000 km, the total mileage of 202 kilometers,
civilian airport reached 4100000, the route mileage of 202 km,
million ton port more than 2000. Analyzing the overall situation of
China's logistics from the latest statistical data, the development of
our logistics industry maintained a steady growth trend in recent
years. In 2012 the annual total social logistics is 177 trillion,
calculated at comparable prices, an increase of 9.8%, and an increase
of 2.5% points lower than the same period last year. The increase of
logistics industry value is 3.5 trillion, calculated at comparable prices,
an increase of 9.1%, an increase of somewhat lower than the

previous year. On the other hand, the logistics operation of China
still belongs to the extensive pattern, the logistics cost is still high,
and the cost is not significantly reduced. In 2012, the total social
logistics costs about 9.4 trillion, an increase of 11.4%, the ratio of
total logistics costs to GDP is about 18%, an increase of 0.2%
points. In 2014, for example, China's international logistics costs
accounted for 49.72% of total GDP, South Korea's international
logistics costs accounted for 15.3% of total GDP. And in Japan, this
proportion is only 7%. This shows that the international logistics cost
is too high, and the low efficiency, high cost of the international
logistics system of our country seriously restrict the development of
bilateral trade. High cost is the most prominent problem in the
development of international logistics in China.

3.2. South Korea logistics infrastructure construction situation
At present, the Korean railway reached more than 80, running a
total mileage of about 5000 km. In highway construction, the total
mileage of highway is about 1100000 km. In port construction, South
Korea as a peninsula, has a very long coastline, high-quality ports
reached more than 600, including Guangyang, Busan, Inchon, South
Korea's three largest port, have very great throughput. In the aviation
building, South Korea currently has 20 airports, about 160 domestic
routes. The most distinctive feature of the South Korean logistics
market is fragmented. Benchmark 2012, the number of South Korean
transportation enterprises reached more than 3.44 million, in addition
to Hanjin, CJ, GLS and other large Korean companies, the other
mostly small logistics enterprises, and these small enterprises occupy
the dominant position in the market, which also resulted in the
fragmented nature of logistics market, this fragmented characteristics
also led to the reduction of logistics operations efficiency. On the
other hand, in recent years, South Korea inland transportation in
highway transportation increased, traffic jams, rising oil prices, a
series of problems such as the practitioners of the strike, we can see
a series of sharp problems while the rapid development of the
logistics industry in South Korea. From the data, the South Korean
Marine Fisheries Development Institute of statistics, in 2008, the
logistics staff is about 1,600,000, a total of 230,000,000,000,000 won,
approximately ¥1.3 trillion(real time exchange rate).
South Korea's Economic Statistics Bureau data said in 2012, the
total transport is 1.416 trillion won, about ¥0.81 trillion (real
exchange rate), at constant prices, a year-on-year growth of 4%.The
cost of logistics industry in South Korea, from 2000 to 2007, annual
growth rate of logistics cost is about 5%, in 2007 the total cost of
logistics for 117 trillion won, about ¥0.67 trillion (real exchange
rate), Total social logistics costs to GDP ratio is about 12%,
compared to the amount of logistics costs in 2000 (logistics cost: 77
trillion Korean won, accounting for GDP ratio: 13.33).

3.3. Japan’s logistics infrastructure construction situation
In 2014, the total mileage of the Japanese national railway reached
more than 5 km, of which the total mileage of 16700 km of
high-speed railway, and most of the railway lines are built on the
coast. Highway traffic mileage reached 1200000 km, high grade
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highway to 15000 km, the total mileage of the expressway is 6500
km, the total mileage is 1200000 km. Japan has become one of the
most advanced countries in the world's largest road density and
integrated transport system. It can be seen, Japan and the construction
of the port is very important for its economic development. As one
of the world's largest maritime countries, Japan has more than 3
kilometers of coastline, high-quality port reached more than 1000, the
port throughput accounted for the global total port throughput of
1/45.
Japan is the logistics giant, around the modern manufacturing and
circulation, and the city management and operation of each link, from
international shipping to the residential distribution, logistics in Japan
everywhere. Logistics has penetrated into every corner of the Japanese
society economy, every detail in national life. From the data of
Japan's logistics industry, from 1995 to 2003, the cost of logistics
enterprises of Japan's logistics industry product sales accounted for the
proportion gradually decreased, nearly one percentage point, but since
2003, maintained a stable level at around 5%. The enterprise product
sales of American logistics cost in 2012 accounted for the proportion
of 7.87%, 8.41% in 2013, higher than Japan and showed a rising
trend. Japan's logistics industry overall economic scale has 4100
billion, of which 2100 billion yen, and self- logistics 1800 billion
yen. Logistics operators have about 70,000, employing about 1390000
people.

3.4. Japan, China and South Korea logistics exchanges situation
Current situation of logistics between China and Japan. With the
increasing frequency of economic and trade exchanges between two
countries, China and Japan logistics cooperation is also more and
more, logistics and transportation forms gradually diversified,
especially the volume of sea container transport has increased year by
year. Japan Shipping Association of the relevant statistics, from 1990
to 1998, Japan container shipping volume for 8 consecutive years of
rapid growth, as of 2003, has exceeded 2100000 TEU (standard
container), in 2014 5000000 to TEU. In addition to shipping, air
transport between the two countries is also growing. In 1974 signed a
"civil air transport agreement", the two airlines have established
regular flights in 20 Chinese cities and 20 cities in Japan, weekly
flights reached more than 550 flights At present, the air transport
cooperation between China and Japan has been deepened, which has
greatly promoted the cooperation and exchanges in other fields.
Current situation of logistics in China and South Korea. With the
total trade between China and South Korea's rapid growth, as of the
end of 2014, the bilateral trade volume reached US $235400000000,
an increase of 2.8%. The Chinese to South Korea exports grew 8.5%,
imports fell 0.4%. After analyzing the data of global transportation
trade, WTO pointed out that China has become the second largest
partner of South Korea in the transport trade. At present, China and
South Korea's logistics cooperation is mainly the use of Marine
Containers, China's 5 major ports in 2014 each year to the South
Korea's 3 major port container freight volume is about 440000 TEU,
each year by South Korea's 3 major port container freight volume is
about 600000 TEU, that is, the total amount of about 1100000 TEU
goods are to be transported in South Korea's 3 major port.
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4. The Necessity of Building the Logistics Legal
System in CJK FTA
In current China, Japan and South Korea to the increasingly close
economic exchanges, under the premise of the rapid development of
the logistics industry, China should be on the basis of perfecting the
legal system of China's logistics, and actively promote the China,
Japan and South Korea by trade area logistics legal system perfect,
so as to promote the economic take-off of the FTA.
According to Chinese Ministry of Commerce announced in
September 24th, CJK FTA eighth round of negotiations chief
negotiator meeting opened in Beijing. The three parties will exchange
views on issues such as trade in goods, services trade, investment,
and the scope of the agreement. In talks on CJK FTA, Japan, South
Korea and China established a coordinated and efficient transport
and logistics system, will become the focus of attention. With the
development of FTA, the free trade area between various countries
trade will be more and more closely. In the development of FTA, the
logistics industry also take challenges and requirements to the original
legal system. In order to meet the needs of the logistics industry`s
development under the new situation, to promote the development of
FTA and prosperity of the world economy, improve CJK FTA
logistics legal system is very urgent. In this context, to a more
prosperous trade among China, Japan and South Korea, in addition to
the logistics to achieve faster development, strengthen technology and
logistics related to the hard conditions of the support, actively
promote the new concept of modern logistics, law as an important
system, in the role of the development of the logistics industry in the
protection of FTA among China, Japan and South Korea also cannot
be discounted. Therefore, from a legal point of view on some legal
questions of China, Japan and South Korea free trade logistics
research is not only necessary but also has an important value.
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Abstract
The idea of the book 'Stephen Covey’'s The 7 Habits of highly
effective people (1991)' can be a guideline for developing the
individual quality in service organization. Specifically, the 'Covey 7
habit' book is a sort of bestseller all over the world and this book
has become one of the best-seller books of all time (Cullen, 2009).
However, it is somewhat lacking in how the Covey's 7 habits can be
effectively applied in real life from a personal point of view.
Accordingly, the aim of this study is to adopt the quality techniques
related to Covey's 7 habits as a focus on individual quality for
service improvement. To get the objectives, this study includes a
summary of the book, an analysis and application of quality
techniques in individual aspect. To get the objectives, this study
included a summary of the book, an analysis and application of
quality techniques in individual aspect. Specifically, this study
describes a summary on Covey's 7 habits for the analysis of next
section. Habits come from the acquired characters rather than the
heredity (Hulse, 1981). Based on this concept, the habit 1~3 in the
Covey's 7 habits are treating the completion of own individual in
order to attain individual success. The habit 4~6 are treating the
relationship for the success of human relations teamwork, cooperation,
communication. The habit 7 is about the integrated content including
habit 1~6.
Keywords: Covey'S 7 Habits, Quality Techniques, Service Industry,
Individual Aspect.

touch the 'product' of a service. Heterogeneity can be viewed as an
implicit lack of consistency. The simultaneous production and
consumption of a service illustrates the feature of inseparability.
Perishability gives rise to problem of the immediacy of the service: a
lost opportunity is a lost sale (Parasuraman, Zeithaml, & Berry,
1985).
In this category, this study focuses on ‘Inseparability.’In other
words, getting close to the customer is an unavoidable feature of
service encounters. The encounter itself is the method par excellence
for persuading, negotiating or damaging a customer relationship.
Customers have the opportunity to observe the detail of service
provision including significant inter-personal aspects. This means that
production equals to internal customer and consumption equals to
external customer. If so, above all things, the quality of internal
customer connected directly to external customer is more important in
service industry.
Therefore, understanding the role of service quality is very
important and critical for the success of service industry. In this
regards, the idea of the book 'Stephen Covey’'s The 7 Habits of
highly effective people (1991)' can be a guideline for developing the
individual quality in service organization. Specifically, the 'Covey 7
habit' book is a sort of bestseller all over the world and this book
has become one of the best-seller books of all time (Cullen, 2009).
However, it is somewhat lacking in how the Covey's 7 habits can be
effectively applied in real life from a personal point of view.
Accordingly, the aim of this study is to adopt the quality
techniques related to Covey's 7 habits as a focus on individual
quality for service improvement. To get the objectives, this study
includes a summary of the book, an analysis and application of
quality techniques in individual aspect.

1. Introduction
2. Outline on Covey's 7 habits
Service industry has increased in importance over the last decade
(Reijers, 2003). Especially, service quality has been recognized as an
indispensable factor to satisfy customer expectations. In concept of
the service quality, the following category typologies are the features
that characterize a service definition: Inseparability, Intangibility,
Heterogeneity, and Perishability (Regan, 1963). Among these
categories, the 'Intangibility' can be defined as the inability to see or
* First Author, Professor, dept. of International Trades, Jeju National
University, Korea. Tel: +82-64-754-3155 E-mail: khc3155@jejunu.ac.kr
** Shandong University of Political Science and Law. China.
E-mail: 13256785296@163.com

This section describes a summary on Covey's 7 habits for the
analysis of next section. Habits come from the acquired characters
rather than the heredity (Hulse, 1981). Based on this concept, the
habit 1~3 in the Covey's 7 habits are treating the completion of own
individual in order to attain individual success. The habit 4~6 are
treating the relationship for the success of human relations teamwork,
cooperation, communication. The habit 7 is about the integrated
content including habit 1~6.
Habit 1 ('Be proactive') is corresponding to habit of selection. That
is, leading to oneself is master of oneself meaning. The
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Habit
Habit

Habit

Habit

person who has leadership has strong responsible mind.
The other way, opposition word of leadership is reflective.
That is, this is the ability to control one's environment,
rather than have it control own mind, as is so often the
case. As human beings, each person is responsible for our
own lives: ‘Reactive people are driven by feelings,
circumstances, conditions, and the environment.’, ‘Proactive
people are driven by carefully considered, selected and
internalized values.’
2 (‘Begin with the end in mind‘) is corresponding to habit
of vision and an image. It is based on principles of
personal leadership, which means that leadership is the
first creation. Additionally, management is the second
creation.
3 ('Put first things first') is corresponding to habit of
execution. Covey calls this the habit of personal
management. This is about organizing and implementing
activities in line with the aims established in habit 2.
Most ideal thing has removes the time for activities.
4 ('Think Win - Win') is corresponding to each other’s habit
of benefit. Namely, life is ‘zero sum games.'
5 ('Seek first to understand… then to be understood') is
corresponding to ‘First to hear, and to understand
next.‘The communication is the most important technique
from life. To listen closely first is to understand others.
So, habit 5 is the first step in the process of win & win.
6 ('Synergize') is corresponding to ‘creative cooperation.’
Synergic exists where in natural. Namely, one plus one is
three or is to be an above.
7 ('Sharpen the saw') is corresponding to ‘continual renewal.’
Synergy in Renewal. It can be expressed as be newer
systematically.
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The Effect of ‘Smartphone Addiction’ on Family, Daily Life, and Society and
Counseling Therapy for Recovery as a Family Member
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Abstract
One of modern people’s necessities is the smartphone, or
‘computer in a hand’. Recently, only after a few years since the first
smartphone was released, the smartphone penetration has exceeded
90%. “Global PC, tablet and smartphone shipments are expected to
increase by 2% from last year to 2.45 billion units in 2018,” said
Gartner, a global IT consulting firm. Korea, a leading country in
ICT, is developing cutting-edge smartphones with various functions,
maintaining its position at the top of the smartphone market. In
Korea, the number of mobile subscribers is 63.28 million by the 3rd
quarter of last year, which is more than 122% in terms of the ratio
of penetration rate of mobile communication to the total population.
The 4G LTE subscription rate is 78.4%, the highest in the world,
and the total number of mobile subscribers in Korea is expected to
reach 75 million by 2023.
Keywords: Smartphone Addiction, Addiction, Smartphone Addiction
Preventive Program, Smartphone Addiction Counseling
Therapy, Smartphone Addiction Coping Method.

1. Introduction
One of the reasons people are excited about smartphones is the
smartphone applications. Inside smartphones, the functions of these
applications play a crucial role in the purpose of smartphone use, and
the development of the application does not stop, producing numerous
applications continuously.
When we use the term addiction, it is often used in a negative
sense rather than in a positive connotation. Smartphone addiction is a
form of addiction. Excessive use of smartphones has led to excessive
immersion, which has ultimately led to a state addiction in which
people are incapable of keeping their smartphones away from their
hands. One of the undeniable side effects of smartphones is the fact
that smartphone addiction hurts individual’s physical and mental
health. These addictive symptoms go beyond the personal level to
break the relationship between family members and within schools,
becoming a social problem by creating various side effects. Therefore,
various organizations and institutions, including the government, have
* Korea Social Media Agency, Korea.
Tel: +82-2-553-8617, E-mail: mdKorea@naver.com

started warning about smartphone addiction and are preparing
measures to treat addiction.

2. Conclusion
This study reexamined smartphone addiction, which has grown into
a social problem, from various angles and conducted a survey on
addiction. The survey was conducted on 300 unspecified number of
people, regarding the tendency to check smartphone messages,
response to absence of smartphone, response to going out with
smartphone, ability to control smartphone use, relationship tendency
between smartphone use and daily life, and coping methods for
smartphone addiction. For each case, the differences depending on
gender, age, residence type, and degree of education were also
verified. The survey results clearly show a significant difference in
smartphone addiction, but the bigger problem is that addicts or
prospective addicts have little awareness of addiction and little
willingness to receive diagnosis or treatment. In addition, through the
case of art counseling therapy, the effectiveness of art counseling
therapy on recovery of addiction was confirmed. However, there exits
limitation in the insufficient development and utilization of various
counseling programs for recovery and treatment of such addiction.
Therefore, this study suggests that the study of smartphone addiction,
which is currently concentrated in the 20s and teenagers, be more
actively researched in various age groups and social classes in the
future and that more professional and effective addiction preventive
counseling programs will be developed.
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Determinant of Hedging and Its Impact on Firm Value
: After Controlling Endogeneity Problem Using a Two-Stage Analysis
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Abstract
A derivative market in Korea was used to be one of the biggest
markets in the world, but it has dramatically decreased after 2011,
and now, trading volume of Korea Exchange becomes 1/3 compared
to that in 2011. Given that the unprecedented change in the
derivative market in Korea, in this study, we suggest that it is caused
by the inefficient use of derivatives by Korean firms which led to
significant financial loss by analyzing the relation between hedging
and firm value. To avoid endogeniety problem between these two
variables, we use a two-stage analysis. At a first stage, we regress
hedging on several control variables which are known to affect
hedging theoretically or empirically, and we calculate the predicted
value of hedging. Then we put this predicted value into a second
stage model as an independent variable. The result of the first stage
analysis also provides information about the determinant of hedging.
The result of a second stage analysis shows that the use of
derivatives itself significantly reduces firm value, but if a firm has
decided to use derivative, then the extent of hedging increases its
value. Thus, we conclude that a decision to use derivatives for
hedging is, in fact, harmful for firm value in Korea because Korean
firms may use them inefficiently. However, extensive users utilize
derivative more efficiently than moderate users do.
Keywords: Risk Management; Derivative; Hedging;
Finance; Two-Stage Analysis Model.

as bankruptcy costs and underinvestment problem. Thus, many
empirical studies show that there is a hedging premium from 1% to
10% with firm value (Allayannis and Weston, 2001; Cater, Rogers, &
Simkins, 2006; Adam & Fernando, 2006; Graham & Rogers, 2002;
Nelson, Moffitt, & Affleck-Graves, 2005). But recently, a number of
research suggest that the hedging premium may disappear after
controlling the endogeneity.
Thus, in this study, we use a two-stage analysis to control
endogeneity problem between hedging and firm value. At a first
stage, we regress hedging, measured by derivative indicator or extent
of hedging, on several control variables which are known to affect
hedging theoretically or empirically. And we calculate the predicted
value of hedging and put this into a second stage model as an
independent variable that affects firm value. The result of the first
stage analysis also provides information about the determinant of
hedging. Most of control variables explain the use of derivative well
in expected suggested by theory or empirical evidence in other
research settings
The rest of the paper is organized as follows. In Section 2, we
review the related literature on hedging and firm value. Section 3
describes variables and methodology used in this study and. The
empirical results are presented in Section 4 and finally, Section 5
concludes the paper.

Corporate

1. Introduction
In theory, the effect of hedging on firm value is controversial.
According to Modigliani and Miller (1958), a firm’s financial decision
does not alter firm value because individual investors can hedge by
themselves using homemade portfolio. However, there are some
frictions to the Modigliani and Miller model in a real market, such
* First author, KAIST, College of Business, Management Science, Ph.D.
Candidate, E-mail : sayds3867@business.kaist.ac.k
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**** Corresponding Author, Address: School of Business, Chungnam
National University, Daejeon 34134, Korea.
E-mail : tjkim006@cnu.ac.kr; Tel : +82-42-821-5553.

2. Literature Review
In the presence of bankruptcy costs, hedging may increase firm
value by reducing the volatility of future cash flows, thereby reducing
the probability of bankruptcy (Smith and Stulz, 1985). Also, hedging
reduces financial distress costs by minimizing shareholders’
opportunistic behavior against bondholder (Mayers & Smith, 1987).
Berkman and Bradbury (1996) investigate factors affecting the degree
of using derivatives and find that there is a strong positive
relationship between leverage ratio and hedging. Many other studies
also empirically support this finding in a variety of research context
in different nations (Bartram, Brown, & Fehle, 2009; Ertugrul, Sezer,
& Sirmans, 2008; Haushalter, 2000; Nguyen & Faff, 2002). One
exception is Clark, Judge, and Mefteh’s (2006) examination on
derivative usage of France firms. They find that there is a negative
relationship between leverage ratio and foreign exchange derivative
usage of France firms. However, authors suggest that this is due to
French firms’ speculative use of derivative.

270

Sang-Ik Seok, Tae-Hyun Kim, Hoon Cho, Tae-Joong Kim / 14TH INTERNATIONAL CONFERENCE 269-272

Given the inconsistent empirical findings and a need to understand
diverse internal contexts, in this study, we attempt to analyze the
motives for using derivatives and the effect of derivative use on firm
value and risk in Korean firms. In particular, recent studies emphasize
the existence of endogeneity problem between firm value and hedging
(Batram, Brown, & Conard, 2011; Magee, 2013). Controlling
endogeneity is very important for a study on hedging and firm value.
Thus, we pay particular attention to the endogeneity between use of
derivatives and firm value by using a two-stage analysis.

3. Variable and Methodology
Our sample consists of all manufacturing firms in Korea from
2005 to 2014. Then, we excluded firms that have experience issues
with administration or that have been suspended at least once during
the sample period. We hand collected derivative usage data from the
footnote of annual reports for each firm. Data related to overseas
subsidiaries are also from annual reports. Firms’other data are from
FnGuide database. As a result, our final sample consists of 186 firm
data and 1565 frim-year data. The details of the variables are as
follows.

3.1. Hedging Variable
Binary variable, which indicate whether a firm used derivatives or
not, is another simple measure of hedging activity. Despite the
limitations on interpretation of analysis result, this dummy variable
has the advantage of simplifying the measurement and overcoming
the limitations of the data, and thus it is widely used for studies on
hedging (Batram, Brown, & Fehle, 2009, Batram, Brown, & Conrad,
2011; Nance, Smith, & Smithson, 1993; Ngutyen & Faff, 2002;
Panaretou, 2014). Hence, we use this hedging binary variable to
analyze main results. Korean firms use mainly foreign currency
derivatives and use of interest rate derivative is lower. Definition of
hedging variable is shown in Equation (1).

(1)

3.2. Firm Value
Tobin’s Q is forward-looking, risk-adjusted and less susceptible to
changes in accounting practices (Wernerfelt & Montgomery, 1988)
and thus it is widely used to estimate firm value in the analysis of
hedging (Allayannis & Weston, 2001; Batram, Brown, & Conrad,
2011; Clark & Judge, 2009; Clark, Judge, & Mefteh, 2006; Fauver &
Naranjo, 2010; Jin & Jorion, 2006; Magee; 2013; Panaretou, 2014).
Detailed calculation is denoted in Equation (2).

(2)

3.3. Control Variables
We use several control variables based on the extensive literature
We mainly follow Allaynnis and Weston (2001) and Panaretou (2014)
and use define control variables following them. on the determinants
of firm value and hedging. Detailed explanation of abovementioned
control variables and their predicted effect on firm value and hedging.

3.4. Methodology
In this study, we use a two-stage analysis to control endogeneity
problem. Model for a first stage is shown in Equation (3) and a
model for a second stage is shown in Equation (4).

(3)
(4)

4. Empirical Results
Before proceeding empirical test, we show Pearson correlation
coefficient between each
The first stage result of Equation (3), that is, regression of
hedging, measured by either derivative indicator or hedging extent, on
control variables. We run logistic regression for derivative indicator
and OLS regression for hedging extent.
Unlike for extent of hedging, variables explain firms’decision to
use derivatives well, but some variables have opposite direction with
expectation, and have same sign with Batram, Brown, and Fehle
(2009).
The second stage result of Equation (4), that is, regression of firm
value, measured by Tobin’s Q or adjusted Q, on predicted value of
hedging from first stage and other control variables.

5. Conclusion
In this paper, we investigate the determinant of hedging and the
effect of hedging on firm value. In particular, we carry out analyses
by paying attention to an endogeneity problem between hedging and
firm value. Bartram, Brown, and Conrad (2011) and Magee (2013)
show that a hedging premium, known from previous studies
disappears after controlling the endogeneity problem. We use a
two-stage analysis to control this problem. At a first stage, we
regress hedging variables on several control variables and find the
predicted values of hedging. We insert these predicted values into a
second stage model and analyze the effect of hedging on firm value
after controlling endogeneity problem.
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The Effects of Corporate Social Responsibility on Job Performance
: Moderating Effects of Authentic Leadership and Meaningfulness of Work

Hoe-Chang Yang*, Young-Ei Kim**
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Abstract
The purpose of this study is to find a way for companies to
contribute to not only social and national developments, but also on
the promotion of individuals and companies by re-examining the
various phenomena that define companies. In order to conduct this
study, we have exaimed the relationship between subordinate factors
of social responsibility activities and job performance, as well as the
role CEO’s should have in showing genuine leadership and job
semantics. A total of 312 valid questionnaires were obtained, and
hypotheses were tested using regression analysis, hierarchical
regression analysis, and 3-way interactions. As a result of the
analysis, it could be seen that corporate social responsibility activities
not only enhanced the performance of the members, but also
confirmed that the intrinsic leadership of the CEO. Additionally, it
could be observed that the goodness of the members' job play a very
significant role in a company’s developments. The results of this
study show that the CEO and members need to make efforts to
increase ethics and that they can gain more competitiveness and
improve their reputation by promoting their sense of calling and
feeling of compassion.
Keywords: Corporate Social Responsibility(CSR), Job Performance,
Authentic Leadership, Meaningfulness of Work, 3-way
Interaction.

1. Introduction
This study focuses on the responsibilities of social corporate
activities and re-examines the many types of phenomena that occur in
companies that have caused some controversies in the past. The
concept of socially responsible activities were first introduced in the
United States in the 1930s and have come into being in the 1990s
and are called "corporate sustainability & responsibility" (Jung, 2006).
The reason why this study focuses on corporate social responsibility
* First Author, Assistant Professor, Dept. of Distribution Management,
Jangan University, Hwaseong, Korea. E-mail: pricezzang@jangan.ac.kr
** Corresponding Author, Professor, Dept. of Business Administration,
Seoul Digital University, Seoul, Korea.
Tel: +82-32-310-9718, E-mail: kimyei@sdu.ac.kr

activities is that these factors affect not only the public but also the
various performances of internal work in the companies.
In addition, this study focuses on intrinsic leadership in the CEO's
leadership capacity roles as well as the meaningfulness of the job
perceived by the members of their own work in the company. It is
defined that a true leader is a person who shares his authentic
mission with the members (George & Sims, 2007). Moreover, a
leader is able to exercise a voluntary influence on the members'
missions based on their internalized characters. This is because
intrinsic leaders are highly likely to improve their positive and moral
atmosphere, as well as their members, to many stakeholders
(Walumbwa et al., 2008),
In correlation with this phenomenon, the significance of the
members' job is also highly likely to affect the emphasis of positive
and moral aspects in terms of interpreting their jobs as well as
pursuing and attaining the goal of the job itself (Wong, 1998). In
this respect, members will also be able to work on an equal footing
with external stakeholders, such as suppliers.
Therefore, this study has examined the effect of four economic,
legal, ethical and charitable activities on job performance of the
members of Carroll (1979).
In addition, we confirm that the CEO's intrinsic leadership and the
job merits of each employee are controlled by social responsibility
activities and job performance, and the effect of social responsibility
activities, genuine leadership, and job semantics on job performance is
specifically confirmed by a 3-way interaction.
In addition to role of legal, economic, and ethical responsibility
activities, we examined the influence of the CEO's genuine leadership
and employees work. It is expected that it will be possible to present
various implications on what efforts should be made at the enterprise
level and the individual level to improve job performance overall for
the company.

3. Research Method
3.1. Design of research
The purpose of this study is to clarify the role of corporate social
responsibility, the CEO's genuine leadership roles and job semantics.
This is to investigate and resolve the controversy about gang issues
which are emerging as a social problem in recent years. In addition
to philanthropic responsibility activities centered on large corporations,
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it is necessary to determine whether factors play a positive role or
not in this scenario, and to see whether it is because they have a
more positive effect.
Additionally, it is generally evaluated that many leadership theories
emphasize not only technological aspects for achieving organizational
goals (Choi & Ahn, 2016) but also lack of interest in social care and
social responsibilities (Song & Seomum, 2014).
This study will also identify the effects of social responsibility
activities on job performance and examine the effects of genuine
leadership and job merit on job performance.
This was done by K. Lewin's Field Theory (Burnes & Cooke,
2012), which is a personalized version of Bertz & Judge (2004),
which emphasizes the interrelationship of individual and organizational
requirements. It also emphasized on the fit between the organization
and that the organization would have a positive impact on not only
the group to which it belongs but also to various stakeholders and
our society.
Chatman (1989)has made claims that personal - organizational
suitability is defined as the correspondence between individual value
and organization's value, the relationship between social responsibility
activities and CEO's genuine leadership roles. It can be expected that
it will be possible not only to achieve optimal job performance but
also to enhance organizational performances and play positive roles in
society voluntarily.
In other words, by confirming the effectiveness of factors such as
social responsibility activities, intrinsic leadership, and job semantics,
it is possible to derive clues that can alleviate many social problems
such as various tyranny of company members in the company's high
positions.
Therefore, in this study, we tried to confirm the direct effect of
the sub-factors of corporate social responsibility activities on job
performance, and confirm whether CEO's intrinsic leadership and the

quality of the job are controlled by social responsibility activities and
job performances. In order to apply the personal-organizational fit, we
tried to verify the three-way interaction between intrinsic leadership
and job satisfaction between social responsibility activities and job
performance. Structured research models and hypotheses for this study
are presented in Figure 1.

5. Conclusion
First, it was confirmed that each factors of corporate social
responsibility activities increase the job performance of members.
Among them, legal responsibility activities were identified as the most
important factors. In this respect, it is very likely that the illegal acts
of CEOs representing a company will inevitably have a negative
impact on the performance of its members and affect the organization
as a whole. Therefore, at the enterprise level, it is necessary not only
to comply with laws and regulations related to business, but also to
adhere to the laws and regulations on corruption among stakeholders.
Second, the moderating effects of the CEO 's genuine leadership
roles and the job semantics of the sub - factors of the corporate
social responsibility activities and the job performance showed that
intrinsic leadership is controlled for each factors of ethical
responsibility activity, job performance, charitable responsibility
activity and job performance. In the case of job semantics, it was
confirmed that statistically significant adjustments were made between
ethical responsibility activities and job performances.
Third, it was confirmed that the results of 3-way interaction on
each sub-factor of corporate social responsibility activities, intrinsic
leadership, and job merit derive somewhat different results.

Note) The moderating effect consists of four hypotheses for the sub-factors of social responsibility activities.
Figure 1. Research Model & Hypotheses
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in B2B Transaction of MRO Companies: Mediating Effect of Rapport
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Abstract
The purpose of this study is to derive a strategy to improve
competitiveness at the enterprise level and the sales staff level in
order to revitalize B2B business of MRO companies suffering from a
drop in sales due to depression. Therefore, we investigate the
relationship between the sales orientation of MRO company
salespeople and service quality of supply companies, rapport formed
between sales staff and purchasing companies. The data for the study
is the total of 246 valid questionnaires for purchasing companies that
directly or indirectly deal with A MRO company. This result implies
that suppliers need to make aggressive efforts to improve service
quality. In addition, in order to improve the quality of the rapporteur
relationship, it is important that the result of actual service provided
to the purchasing company is important. It suggested that salespeople
should support the role of facilitator as well as technical expertise for
transactional relationships with purchasing companies. Therefore,
supply companies need to invest in selection and training of sales
staff, and to constantly check the sales staff's attitude toward
customers and efforts for customers.
Keywords: MRO, Business Orientation, Relationship Quality, B2B,
Rapport.

1. Introduction
The rapid changes in the management environment and the
increasing competition between companies are causing companies to
make intense efforts to secure competitive advantage. The B2B
market for MRO(Maintenance, Repair and Operation) is relatively
diverse and complex compared to the consumer goods market, and
consumable materials are being marketed through direct visits and
delivery of sales staff. The technical expertise and attitude of
salespeople are considered to be connected with the performance of
the company along with the service quality of the company, and it is
becoming more important.
Therefore, in this study, we investigate the relationship between the
* First Author, Korea Polytechnic University, Korea
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Technology and Energy, Korea Polytechnic Univ., Korea.
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sales orientation of MRO company salespeople and service quality of
supply companies, rapport formed between sales staff and purchasing
companies. To this end, the sales orientation of salespeople is divided
into two factors as follows. First, customer orientation, which tends to
understand and satisfy customers' desires in terms of customers, and
second, market orientation, which tends to better respond to market
demands and forecast changes in market demand than competitors in
order to achieve continuous competitiveness. n addition, the service
quality of a supplier is determined by the potential quality, which is
an evaluation of the ability of the supplier to provide the service, the
hard quality of the content delivered in the service process, the soft
quality related to how the service is performed, And the quality of
the results that can be measured by the interest and effectiveness of
the actual service results.
The results of this study show that the management and sales
strategy of effective sales staff can be derived from the viewpoint of
MRO companies, and the sales staffs are expected to be able to find
ways to manage purchasing companies. In the meantime, rapport was
adopted as a psychological tie between purchasing company and sales
staff. The quality of the relationship including the satisfaction factors
related to the expectation and the performance of the transaction, trust
and commitment in the transaction relation, Respectively.

2. Research Model & Hypotheses
Since the evaluation of service quality is determined by the quality
of the service provider at the customer contact point, management of
the service provider is important in order to deliver high quality
service. That is, the service provider can provide high-quality services
by attitude and actions that try to provide services that can grasp
customer needs accurately and satisfy them, thereby improving the
performance of the enterprise(Hartline & Ferrell, 1996). Dwyer et al.
(1987) reported that the relationship orientation a measure of the
strength of the relationship between the buyer and the seller, that is,
the degree of willingness to maintain long-term, sustained relationship
between the buyer and the seller. Cronin et al. (2000) found that a
positive perception of service quality affects satisfaction and service
value enhancement, positively perceived service value also increases
satisfaction, and it leads to satisfaction. The predictability of
predicting and controlling the relationships between the customer and
the service provider at the service contact point can increase the
customer satisfaction level at the service contact point (Bateson,
1985). In other words, familiarity and rapport have a positive effect
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on rapport satisfaction as an important interconnection factor among
individuals (Gremler & Brown, 1998). The following research models
and hypotheses were established based on the above studies.

potential quality, and hard quality. Third, service quality is an
important factor in improving the relationship quality in the order of
output quality, soft quality, hard quality, and potential quality. Forth,
the rapport between the salesperson and the purchasing company
confirmed that it improves the relationship quality. Fifth, B2B service
quality factors partial mediate the relationship between business
orientation and relationship quality, and it is confirmed that rapport
has a partially mediating between service quality factors and
relationship quality.

4. Conclusion & Discussions

Figure 1. Research Model

3. Empirical Analysis
The data for the study is the total of 246 valid questionnaires for
purchasing companies that directly or indirectly deal with A MRO
company. The results of reliability and validity are shown in <Table
1>.
Table 1. Results of reliability and validity
Variables
Customer
Orientation
Market
Orientation
Potential
Quality
Hard
Quality
Service
Quality
Soft
Quality
Result
Quality
Rapport
Relationship Quality

Sales
Orientation

First
item

Final
item

Cronbach's


Construct
Reliability

AVE

12

12

0.950

0.951

0.617

12

12

0.953

0.924

0.754

5

4

0.838

0.780

0.470

5

5

0.906

0.867

0.566

6

5

0.919

0.885

0.607

5

5

0.899

0.855

0.542

11
15

11
15

0.958
0.973

0.938
0.968

0.583
0.652

The results of the analysis are as follows. First, the customer
orientation and market orientation of the salespeople were found to be
important factors to positively evaluate the sub-factors of the service
quality of suppliers. Second, the service quality of supplier companies
has a positive effect on the promotion of rapport with purchasing
companies and sales staff in order of output quality, soft quality,

This result implies that suppliers need to make aggressive efforts
to improve service quality. In addition, in order to improve the
quality of the rapporteur relationship, it is important that the result of
actual service provided to the purchasing company is important. In
addition, the supplier continuously monitors the purchasing company
and evaluates the service process itself, and supply capability as a
supplier should be improved. And it suggest that salespeople should
support the role of facilitator as well as technical expertise for
transactional relationships with purchasing companies. Therefore,
supply companies need to invest in selection and training of sales
staff, and to constantly check the sales staff 's attitude toward
customers and efforts for customers.
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Abstract
This paper attempts to derive effective performance-reward
strategies for SMEs, which is one of the primary concerns raised by
SME CEOs. This paper draws on the four question items such as the
financial/direct performance-reward factors, the financial/indirect
performance-reward factors the non-financial/direct performance-reward
factors and the non-financial/indirect performance- reward factors to
shed light on the most important factors and aspects that need
improving, using the AHP(Analytic Hierarchy Process) and IPA
(Importance-Performance Analysis). The overall findings on the SMEs’
performance-reward factors of interest here are indicative of the need
for rectifying their performance-reward systems. The results showed
that the support of leader, extension of retirement age, recognition,
management policy, wage, bonus payment and achievement should be
improved immediately.
Keywords: SME, Performance compensation strategy, AHP, IPA.

1. Introduction
Korean SMEs find it challenging to proactively respond to the
ever-evolving business environment so as to ensure their competitive
advantage. Due to diverse factors including the global recession,
Korean SMEs are scaling down their production and operating
capacities, excluding semiconductor, computer and IT export
industries, while their structural issues such as vulnerable financial
structure, inefficient work process and low efficiency, persistently lead
them to predicaments in comparison to large enterprises (Yang &
Cho, 2015). Hence, this paper attempts to derive effective
performance-reward strategies for SMEs, which is one of the primary
concerns raised by SME CEOs, with intent to help SMEs to take the
most effective option out of the performance-reward factors in use or
under consideration and to raise the valence for their employees while
using their relatively limited resources. To that end, this paper draws
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on the following four question items suggested by Kim et al.(2017):
the financial/direct performance- reward factors (i.e. wage, promotion
itself, bonus payment, and support self-development cost); the
financial/indirect performance-reward factors (i.e. extension of
retirement age, free meals, commuting convenience and childcare
support); the non-financial/direct performance-reward factors (i.e.
achievement, autonomy, job stability and recognition); and the
non-financial/indirect
performance-reward
factors
(i.e.
work
environment, support of leader, management policy and support picnic
or club activities), to shed light on the most important factors and
aspects that need improving, using the AHP(Analytic Hierarchy
Process) and IPA(Importance-Performance Analysis).

2. Research Model & Hypotheses
Based on 4 performance-reward factors used in Kim et al.(2017),
this paper derives some performance-reward strategies fit for SMEs.
First, the AHP is used to extract the priorities among the sub-factors
of those 4 performance-reward factors. Second, both the post-AHP
data and the raw data undergo the IPA to compare the results. The
AHP developed by Satty(2008) is a decision-making tool used to
analyze the complex interactions between multiple purposes and
factors, notably to elicit the priorities or weights among multiple
subjective components of interest, and to analyze the layered
components for the benefit of analytical decision-making process
driven by experts’ subjective judgment (Hong, 2018). Meanwhile, the
IPA is a comparative evaluation technique originally developed to
measure the user satisfaction by rating the pre-use importance of each
attribute and evaluating the post-use satisfaction, and thus to
comparatively evaluate the relative importance of and satisfaction with
olfactory attributes, assuming the customer levels in relation to the
satisfaction attributes (Hammitt et al., 1996).

3. Empirical Analysis
As for the importance of performance-reward factors, in general,
the C.I of 0.1 and under is considered to support the high reliability
of a factor (Hong, 2018). Therefore, eliminating those responses
whose C.I are over 0.1, the AHP analysis highlights the following.
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Figure 1. Research Process
Table 1. Weight & Priority of Performance Compensation Factors
Goal

N

Economical/
Direct

117

Economical/
Indirect

143

Uneconomical/
Direct

142

Uneconomical/
Indirect

145

Factors
Wage
Bonus payment
Promotion itself
Support Self-development cost
Extension of Retirement age
Childcare support
Free meals
Commuting convenience
Job stability
Achievement
Recognition
Autonomy
Work environment(atmosphere)
Support of leader
Management policy
Support picnic or club activities

Weight Priority
0.402
1
0.265
2
0.183
3
0.150
4
0.382
1
0.252
2
0.214
3
0.151
4
0.289
1
0.264
2
0.236
3
0.212
4
0.382
1
0.226
2
0.208
3
0.183
4

Then, the IPA of all the 16 sub-factors based on the foregoing
data highlights the following.

4. Conclusion & Discussions
The overall findings on the SMEs’ performance-reward factors of
interest here are indicative of the need for rectifying their
performance-reward systems. In particular, despite the fact that SMEs
can hardly offer high wages or bonuses as large enterprises do, the
expectancy theory suggests it is better to reward employees as per a
valid common system, while the equity theory underscores the need
to maintain and reinforce the fairness in distribution, procedures and
interactions. the post-AHP IPA results were compared with the
pre-AHP IPA results before the findings were reviewed by personnel
managers in SMEs, who confirmed the post-AHP IPA results much
better mirrored the reality of SMEs. And the IPA of those
respondents whose reliability was verified by the AHP showed that
the support of leader, extension of retirement age, recognition,
management policy, wage, bonus payment and achievement should be
improved immediately. This finding suggests researchers using
multiple attributes should first acknowledge the difficulties in securing
the reliability of each item in the IPA, and develop different methods
to address the challenge.

References

Figure 2. Results of IPA through AHP (n=68)

Hammitt, W. E., Bixer, R. D., & Noe, F. P. (1996). Going
beyond importance-performance analysis to analyze the
observance-influence of park impact. Journal of Park and
Recreation Administration, 14(1), 45-62.
Hong, S. M. (2018). Study on value structures of experts for regional
expression elements using AHP. Journal of Korea Institute of
Spatial Design, 49(-), 219-228.
Kim, Y. G., Lee, C. S., & Yang, H. C. (2017). The effects of
performance compensation factors recognized by SME
members on the performance of task and context:
Mediation effects of intrinsic and extrinsic motivation.
Multimedia Services Convergent with Art, Humanities, and
Sociology, 7(8), 77-90.
Satty, T. L. (2008). Decision making with the analytic hierarchy process.
International Journal of Services Sciences, 1(1), 83-98.
Yang, H. C., & Cho, H. Y. (2015). Effects of individuals, leader
relationships, and groups on innovative Work behavior.
International Journal of Industrial Distribution & Business,
6(3), 19-25.

Yoon-Young Kim, Hoe-Chang Yang, In-Ho Kim / 14TH INTERNATIONAL CONFERENCE 281-282

281

The Effect of Cosmetics Company's CRM Activities and Service Quality of
Cosmetics Store on Customer Satisfaction and Repurchase Intention

Yoon-Young Kim*, Hoe-Chang Yang**, In-Ho Kim***
*

Abstract
The purpose of this study is to ascertain the effectiveness of CRM
activities of cosmetics companies and to identify the role of cosmetics
shops and to find ways to secure competitiveness of cosmetics
companies and cosmetics shops. We investigate the role of cosmetics
companies in providing cosmetics information service using customer
relationship management system to customer satisfaction and
repurchase intention. To conduct this study, 390 valid questionnaires
were obtained for consumers in Seoul and the metropolitan area. And
we utilized the structural equation path analysis.It was found that
continuous contact and discriminative management among the CRM
activities of cosmetics companies improves the service quality of
cosmetics specialty stores, and service quality enhances customer
satisfaction and repurchase intention. The results show that the
cosmetics company should be able to recognize the physical
compensation as a part of the discriminative management in the CRM
activities and the continuous contact with the discriminative
management plan of the major customers.
Keywords: CRM Activities, Service Quality, Customer Satisfaction,
Repurchase Intention, Cosmetic.

1. Introduction
The purpose of this study is to ascertain the effectiveness of the
customer relationship management system operated by cosmetics
companies at the time when the overall distribution channels are
changed to the Omni-channel which goes beyond online and offline.
Second, cosmetics companies will be able to use various strategies for
specialty stores along with customers' CRM activities by identifying
the role of cosmetics specialty stores. As a result, it is the ultimate
goal of cosmetics companies and cosmetics companies to find ways
to secure their competitiveness in the high value-added cosmetics
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market. Therefore, we investigate the effect of CRM activities on
customer satisfaction and repurchase intention, and how service
quality perception of cosmetics stores plays a role in this process.
The company's CRM activities consist of customer-oriented
marketing, sales, and service strategies from an enterprise-wide point
of view, maintaining relationships with existing customers, securing
valuable customers, and providing maximize individual customers with
a life-time value(Kalakota & Robinson, 1999). Relationship formation
and relationship maintenance through CRM have a significant effect
on economic performance, and the higher the organizational linkage
and technology level, the greater the effect on economic performance
(Reinartz et al., 2004). On the other hand, the service quality is
defined as the perceived level of perceived service by comparing the
perceived service with the expected service (Grönroos, 1984).
Therefore, service quality is a key determinant of customer
satisfaction (Bitner, 1995; Zeithaml & Bitner, 1996), positively
affecting customer satisfaction and repurchase intention. (Bitner, 1995;
Wakefield & Blodgett, 1996). On the other hand, customer
satisfaction is an important variable that plays a crucial role in
consumer's repurchase by subjective judgment of whether product or
service satisfies consumers' desire sufficiently (Homburg & Rudolph,
2001). And Repurchase intention refers to the likelihood that the
consumer will continue to use the product or service he or she is
currently using in the future (Biong, 1993). Therefore, perceived
quality has a positive effect on customer satisfaction and repurchase
intention, and customer satisfaction influences repurchase intention
(Ranjbarian et al., 2012).

2. Research Model & Hypotheses
The following research model and hypotheses were established
based on the above studies shown in <Figure 1>.

Figure 1. Research Model
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3. Empirical Analysis
To conduct this study, 390 valid questionnaires were obtained for
consumers in Seoul and the metropolitan area. And we utilized the
structural equation path analysis. It was found that continuous contact
and discriminative management among the CRM activities of
cosmetics companies improves the service quality of cosmetics
specialty stores, and service quality enhances customer satisfaction and
repurchase intention as shown in <Figure 2>. Therefore, <Hypothesis
1>, <Hypothesis 2>, <Hypothesis 4>, and <Hypothesis 5> were
adopted, but <Hypothesis 3> was rejected. However, the model fit
index is very low(χ2=625.801, d.f=10, p=.000, GFI=.664, CFI=.341,
NFI=.341, RMR=.343).

discrimination management in performing CRM activities. And it
suggests that the company should make continuous contact with
discriminatory management methods of major customers that generate
profits. From this point of view, cosmetics companies should check
whether the physical compensation factors such as coupons and
mileage that are provided by the cosmetics companies are effective
for customers. In addition, when the active CRM activities of a
cosmetics company are effective, the service quality of cosmetics
stores does not directly affect the repurchase intention, but rather
promotes the repetition intention through customer satisfaction. And to
be able to realize it.
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The effects of the delivery service quality of online fresh food shopping malls
on e-satisfaction and repurchase intention of online customers

Jong-Kook Shin*, Sang-Youn Lee**
*

Abstract
In this trend, this study will focuses on the online fresh food
shopping malls among the online shopping malls which have been
rapidly developing for 20 to 30 years recently. As today's customers
strongly want clean and fresh food, online fresh food shopping malls
are divided from general food shopping malls and have been
developed exclusively, they are now regarded as one of the fields
with the highest potential. The cleanliness and of food is a pivotal
issue in principle. However, these days, because of the higher
standard of quality of life and well-developed tastes of food, more
and more customers want to get fresh, clean, and safe food with
reliable origins. There is a high need to supply and increase
exclusive online fresh food shopping malls in order to meet these
social demands and to provide fresh and clean food to more
consumers. It is needed for social and public purposes that improves
the customers' mental and physical health and overall quality of life
as well as the business and marketing of the food and beverage
industry. his study, based on the awareness of these problems, aims
to seek a future-oriented development strategy of online fresh food
shopping malls, which are growing rapidly and are expected to have
high growth potential.
Keywords: Delivery Service Quality, Oline Fresh Food Shopping
Malls, E-Satisfaction, Repurchase Intention, Online
Customers.

1. Online Fresh Food Shopping Mall
Generally, when a customer intends to purchase specific food,
they tend to choose it considering the containing characteristics in it.
The containing characteristics mean the freshness, quality, taste,
smell, color, texture and nutritional composition of the food and these
containing characteristics of the food have these disadvantages, easy
to be spoiled, and hard to keep it safe for a long time compared to
manufactured products. Because of these disadvantages of fresh food,
processed food have been taken main parts in online food sales.
* First Author, Doctor’s course, Graduate School of Business
Administration, Caroline University, CA, USA
** Corresponding Author, Professor/Dean, Graduate School of Business
Administration, Caroline University, CA, USA, Tel: +82-2-409-2020,
E-mail: rmi21ee@hanmail.net

However the demand for fresh food shopping through online has
been greatly increasing due to the great development of technology in
delivery, storage and packaging over the past 10 years, and with
nationwide supply and delivery system, online sales could maintained
a similar level of freshness as offline stores(Park et al., 2017).
Considering this trend, the volume of online fresh food transactions
continues to increase, reaching 1.73 trillion won in 2016, which is
one quarter of the total amount of food and beverage sales, KRW
7,110 billion (Lee, 2017).

2. Quality of delivery service
2.1. Definition of delivery service quality
Delivery service includes every step from customers' purchase and
payment for a product to receipt of it in online or offline market.
The delivery service is a pivotal one in online shopping malls that
determines the success or failure of a business. In particular, unlike
an offline store where most of the customers purchase goods directly
from the shop, the customer who paid the goods in the online
shopping mall can only receive the goods through the delivery
service.

2.2. The factors of delivery service quality
This study referred to Lee (2017)'s study which analyzes the effect
of delivery service quality of online shopping malls on customers'
satisfaction and repurchase intention and consisted of five sub-factors
such as promptness, accuracy, economy, safety, and information.
Promptness means the how fast the delivery from ordering to
shipping including all procedures and spending time, accuracy means
the correctiveness of the product content, type, quantity, method, etc.
Economy means cheap and economical degree of product weight,
delivery distance, and delivery time compared to shipping cost. Safety
means the degree of the product delivered to the customer safely and
conveniently without damage or harm. Information refers to the
degree of providing detailed information of entire process of delivery
in real time to customers.

3. e-Customers Satisfaction
Customer Satisfaction is one of the core concepts of business and
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marketing research. When on or off-line shopping malls or business
provide customers excellent products and friendly service to meet
customers' needs and expectations, it can be defined as a state of
continuously improving and maintaining the reliability, preference, and
loyalty of products, services, and brands in the shopping mall and as
a increase of customers' returning (reconnecting online) and the
repurchase rate.

repurchase intention.
Hypothesis 2-5: The information of the delivery service quality
will have a positive effect on the online
customer's repurchase intention.
Hypothesis 3: The e-customer satisfaction of online fresh food
shopping mall will have a statistically significant
effect on repurchase intention.

4. Repurchase intention

6. Measurement Items

Repurchase intention refers to 'the intention of the current customer
to repeatedly purchase and use products and services from current
commodity and service providers in the future (Im, 2014).

In this study, I selected and extracted measurement items for
independent and dependent variables based on a number of relevant
prior studies to design questionnaires for the empirical survey process.
The questionnaire consists of four areas : delivery service quality,
e-customer satisfaction, re-purchase intention, and demographic
characteristics of survey respondents. The three areas except the
demographic characteristics were the Likert-type 5-point isometric
scale (1 point: 'strongly disagree', 2 points 'disagree', 3 points
'normal', 4 points 'agree', 5 points 'strongly agree')
First, there are total 20 items for measuring quality of delivery
service designed referring to the relevant prior studies: four items
measuring promptness, four items measuring accuracy, four items
measuring economy, four items measuring safety and four items
measuring information.
Second, referring to Moon (2008), there are four the measurement
items of e-customer satisfaction: satisfaction of the shipping service
quality of the online fresh food shopping mall, satisfaction of the
overall service quality, satisfaction with information and knowledge
about products, satisfaction with decision to select specific shopping
mall, and so on.
Third, for the measurement items of repurchase intentions, referring
to the Yang (2011) and Im (2014), there are four items: the intention
of continuous re-visit to the online fresh food shopping mall, the
intention of continuous repurchase, and the intention to actively
recommend, etc

5. Research Hypothesis
These are research hypothesis based on the research model in the
previous section and the contents of the prior study reviewed in
chapter II.
Hypothesis1: The service quality of online fresh food shopping
mall will have a statistically significant effect on
online customers' e-customer satisfaction.
Hypothesis 1-1: The promptness of the delivery service quality
will have a positive effect on the online
customer 's e-customer satisfaction.
Hypothesis 1-2: The accuracy of the delivery service quality will
have a positive effect on the online customer 's
e-customer satisfaction.
Hypothesis 1-3: The economy of the delivery service quality will
have a positive effect on the online customer 's
e-customer satisfaction.
Hypothesis 1-4: The safety of the delivery service quality will
have a positive effect on the online customer 's
e-customer satisfaction.
Hypothesis 1-5: The information of the delivery service quality
will have a positive effect on the online
customer 's e - customer satisfaction.(+)
Hypothesis 2 : The service quality of online fresh food shopping
mall will affect the repurchase intention of online
customers.
Hypothesis 2-1: The promptness of the delivery service quality
will have a positive effect on the online
customer 's repurchase intention.
Hypothesis 2-2: The accuracy of the delivery service quality will
have a positive effect on the online customer 's
repurchase intention.
Hypothesis 2-3: The economy of the delivery service quality will
have a positive effect on the online customer 's
repurchase intention.
Hypothesis 2-4: The safety of the delivery service quality will
have a positive effect on the online customer 's

7. Data Analysis
The data collection is conducted with sampling survey. The
participants are customers who have visited, purchased and received
their orders within the last 6 months in online fresh food shopping
malls.
Questionnaires for collecting the empirical data were conducted by
sampling survey for customers who have visited the online fresh food
shopping mall within the last 6 months and purchased the product
and have received the delivery. The survey was conducted from May
5, 2018 to May 15, 2018, and the participants for survey were
recruited from four online fresh and healthy food shopping malls that
are somewhat stabilized in management and business performance.
During the survey period, total 220 questionnaires were distributed,
after coding and refining the data, 190 pieces of data are chosen
excluding the 30 pieces which are judged to be inadequate because
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the reliability of the answer is somewhat lacking or the question
contents are misunderstood.
This study analyzed collected data, then confirmed and finalized
the hypothesis by using IBM SPSS Statistics 21.0 statistical program.
Followings are the major data analysis methods.
First, frequency analysis was conducted on the demographic
characteristics of the survey respondents (gender, age, education,
occupation, income, marital status, etc.).
Second, the exploratory factor analysis was conducted to verify the
validity of the delivery service quality as an independent variable,
e-customer satisfaction, and repurchase intention of the online fresh
food shopping mall as a dependent variable.
Third, reliability analysis was conducted to check the internal
consistency of the chosen variables. This study used reliability
coefficient of Cronbach's Alpha to verify reliability verification (Song,
Ji-joon, 2015). Fourth, Correlation analysis was conducted to verify
the relationship between independent variable (delivery service quality)
and dependent variables (customer satisfaction, repurchase intention).
Fifth, simple regression analysis and multiple regression analysis were
conducted to demonstrate the influence and causal relationship
between independent variables (causal variables) and dependent
variables (outcome variables).
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How Different Korean Retailers are from Japanese ones, in terms of Taking
a Social Responsibility for Product Scandal?*
Young-Sang Cho**, Young-Arm Kwak***
*

Abstract
The research is to investigate how different Korean retailers are
from Japanese ones, in terms of taking a social responsibility for
product safety scandals. By comparing different cases, the authors will
provide some implications for retailers in Korea. Based on the
existing literature, the authors analysed both countries’ cases.
Concerned about product scandal, the research examined how retailers,
manufacturers and governments made an effort to take a
responsibility. As soon as product scandals occurred, Japan has shown
different reactions from Korea. As an example, a Japanese local
government quickly required Snow Brand to recall and stop producing
problematic milk products. What is important is that retailers have
stopped displaying them on their store shelves to minimise the
number of victims. By contrast, it is difficult to find such a case in
Korea. Through a comparative research, researchers suggest that
retailers play a very important role in protecting customer rights.
With the increasing customer awareness of retailers’ roles, there is a
need for retailers to considerably pay their attention to taking a social
responsibility for social issues. The research proposes that boycott
campaigns should be legally protected and promoted by a
government.
Keywords: Social Responsibility, Retailer, Korea, Japan, Comparative
study.

sensitive to social issues.
On the other hand, retailers in advanced countries like Japan, UK,
France and Germany, quickly tend to respond to social events to
maintain existing customers, that is, to prevent customers’ criticism.
As one of representative examples, authors can suggest the case that
Japanese retailers stopped trading with Yukijirushi who is based on
Japan and manufactures milk-related product categories in 2000
(Taniguchi, 2009).
This study is, thus, aiming at investigating how different Korean
retailers are from Japanese retailers, in terms of taking a social
responsibility. Moreover, by comparing Korea with Japan, authors will
provide some implications for retailers in Korea. The next section
will introduce a Japanese case and mention how retailers responded
to food poisoning, based on the previous literature, and then, illustrate
the Korean case. By comparing Japan with Korea, the fourth section
will present research findings. Finally, authors will draw a conclusion
with practical implications.

2. Food Scandals in Japan
Although food manufacturers have considerably paid their attention
to the prevention of food scandals, it is very difficult to manage the
production process of food products. In recent, more than 300 people
have been taken ill after having a meal with the frozen food
contaminated with pesticide, according to the Ministry of Health,
Labour and Welfare. Despite the fact that the Japanese government
has actively monitored and restricted the manufacturers producing
finished foods, it seems like one of very difficult jobs from a
government’s point of view.

1. Introduction
2.1. Profile of Yukijirushi
Considering that retailers have to protect customer right or promote
right consumption culture, there is no doubt that they have to take a
significant social responsibility (Lambin, 1997). It is, therefore,
necessary to look at why the retailers operating in Korea are not
* The authors acknowledge the support of the three anonymous
referees and the two discussants of 2018 KODISA International
Conference.
* First Author, Professor of Industrial Channels and Logistics, Kong-Ju
National University, Korea. E-mail: choyskr1@kongju.ac.kr
* Corresponding Author, Professor, Department of Global Trade
Management, Shinhan University, Korea. Tel: +82-31-870-3542,
E-mail: yakyak@shinhan.ac.kr

As one of the representative large food manufacturers producing
dairy product categories like milk, yogurt, cheese and so on,
Yukijirushi was leading a market in a milk industry. With respect of
annual sales volume, it was worth of more than 13 billion dollars in
2000. This company was founded by 629 dairy farmers in 1925 and
then, Yukijirushi was decided as its brand name in 1926 (Toba,
2007).
Before the food poisoning in 2000, its sales volume was more
than 13 billion dollars. However, after 17 years, its sale revenue
sharply decreased to about 6 billion dollars. It is, therefore, necessary
to explore the process that the sales performance of Yukijirushi has
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been dramatically diminished, from a retailer’s point of view.
2.1.1. Profile of second scandal
Although seriously experienced food poisoning in 1955, Snow
Band dairy manufacturer was faced with the second mass food
scandal on June 27, 2000 (Nakao, 2000). More than 14,000 people
who drank old milk fell ill with food poisoning caused by the
staphylococcus aureus (Nakao, 2000). It is regarded as one of the
worst cases of food scandal in Japan, whilst the number of people
who fell sick was reached a total of 14,780, after the first report on
June 27 (Taniguchi, 2009).
After the first report, the Osaka local government required
Yukijirushi to stop making the products and recall them on June 28.
Nevertheless, the company did not quickly take an action.
Consequently, this food scandal was publicised on June 29 and the
public announcement of recall of all the products was made on June
30 (Nakao, 2000). Although news conference was for the first time
held on July 1, the official response to food scandal was too late. As
a result, late reactions to this event accelerated the spread of its
disaster, in spite of the fact that the company could quickly cope
with this kind of food poisoning (Taniguchi, 2009). Snow Brand
dairy product company was significantly criticized for failing to recall
the milk products contaminated with staphylococcal enterotoxin type
A, according to Haig (2005) and Komahashi (2012).
Even though Yukijirushi made a significant effort to maintain
existing customers, it was too late to take a social responsibility for
food poisoning, as mentioned by Nakao (2000) who argued that
customers continues to boycott Yukijirushi brand cross Japan.

2.1.2. Social responsibility of retailers
Given that a retailing sector have experienced fierce competition
since the 1990s, big box retailers had to develop new market
strategies to survive in the intensified Japanese retailing industry.
Considering this kind of retail context, it is expected that retailers
had to actively respond to food poisoning events. In terms of taking
a social responsibility, thus, it is necessary to explore how retail
companies reacted to food incidents.
As noted by Murota (2005), in order to send the message that
retailers do not sell the products related to scandals, they are more
likely to quickly stop trading with suppliers or manufacturers. In the
same vein, to keep a good relationship with their customers, large
retail companies started to remove Snow Brand products from store
shelves. As soon as a food poisoning scandal occurred on June 27,
top 2 retailers stopped selling Yukijirushi brand, and then the rest of
large retail companies took part in such a business atmosphere
(Murota, 2005). In the end, Snow Brand’s sales volume sharply
became worse and worse, as mentioned earlier.

3. Product Safety Scandals in Korea
Amongst a large number of product scandals, the authors focused
on investigating a humidifier disinfectant sandal as one of the
representative cases, because this sterilizer scandal provoked more

than 5,400 victims, according to the latest research conducted by
Korean Society of Environmental Health and Toxicology in 2017. It
is, nevertheless, very difficult to find the cases that manufacturers or
retailers have significantly made an effort to take a social
responsibility for this scandal. Even though retailers have sold it as
their own retailer brand product, they tried to avoid their
responsibility. Moreover, large retailers have continuously sold the
brands that occurred product scandals.
It is, thus, interesting to compare Korea with Japan, in terms of
retailers’ social roles.

3.1. Profile of home humidifier disinfectant scandals
Considering the increasing number of the customers who bought
disinfectants, it should be noted that the victims of deadly humidifier
scandal increased to 5,430 on February in 2017, according to the
Korean Society of Environment Health and Toxicology. The Lung
Injury Survey Committee, furthermore, estimated that there were more
than 8 Million customers who consumed similar products.
After SK Innovation launched the first humidifier with pesticide, it
was hard to find the symptoms that the customers who used them
struggled until 2006 (Cheon et al., 2008). According to the research
conducted by Cheon et al. (2008), a severe progressive interstitial
lung disease in young and infant patients started to be witnessed at
the early 2006, whilst they showed a poor response result to
treatment. Given that customers continued to purchase a home
humidifier after 2006, it would be expected that its victims
sustainably increased before 2011 when the government started to
investigate this steriliser scandal which predominantly provoked lung
disease in pregnant, postpartum women and their young children (Lee
et al., 2012).
After the governmental body reported that the humidifier
disinfectant use was the cause of serious lung injury, the Korean
government required manufacturers to stop selling a home humidifier
quickly (Kim et al. 2014). In other words, all of sterilizer products
were removed from store shelves as soon as the government
announced it. After that, such a scandal was not detected.

3.2. Retailer’s response
There is little literature studied how Korean retailers respond to
social issues like food poisoning, although many researchers (e.g.
Kim, 2003; Kim, 2016) have explored suppliers or manufacturers in
terms of ethical management. Consequently, it is not easy to review
how retail giants have reacted to food scandals, based on the existing
literature.
As one of the representative responses of retailers to product
scandals, together with some internet shopping sites, Lotte Mart who
made its own public apology last month announced that this retailer
stopped purchasing Reckitt Benckiser brands on May 4 in 2016, after
the British company apologised for selling humidifier sterilisers linked
to lung injuries (Park, 2016). Considering that the victims were firstly
reported in 2010, it is critisised that its reaction was meaningless,
because government already started to examine a humidifier
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disinfectant scandal in 2010. In other words, despite the fact that
those retailers must have stopped selling such a product, they
continued to display sterilizer products on the store shelves by 2016.
More surprisingly, as soon as consumer strike started in 2016,
E-Mart, Home-Plus and Lotte Mart started to actively sell the
products with Reckitt Benckiser brands as part of Oxy sales
promotion activities (Shin, 2016). Without doubt, it can be said that
they did not make any effort to protect their own customers from
harmful products, although they do not sell all of the products
delivered by Reckitt Benckiser at present.

4. Comparative Analysis
Although there were similar product scandals, the researchers found
that customers, governments, manufacturers and retailers have shown
different activities, that is, different responses.

4.1. Government reactions
As seen in a Japanese case, it is obvious that Japanese government
has quickly shown its responsible behaviours for a food crisis. As
soon as Snow Brand provoked mass food poisoning on June 27,
2000, the local government which is the Osaka City Government
ordered Yukijirushi to stop producing the products, and then, recall
them on the following day, that is, on June 28. What is important is
that the local government made an official announcement of food
scandals for customers to minimize its victims (Nakao, 2000). Rather
than being on the manufacturer’s side, the government made a
significant effort to protect customers, as noted earlier. Compared
with the food poisoning occurred in 1955, it is apparent that Japan
relatively showed fast responses. Regardless of the examination results
of a governmental body, Japan quickly ordered Yukijirushi to recall
them.
Nevertheless, Japanese researchers and reporters strongly criticised
the government, because its late reactions resulted in the spread of
the disaster (e.g., Nakao, 2000; Huzihara, 2002; Taniguchi, 2009). In
addition, Huzihara (2002) pointed that the Japanese government has to
pay its attention to food quality management.
More surprisingly, although relatively and quickly responded to a
food poisoning scandal, the Japanese government did not require
retailers to do anything to protect customers.
In contrast with the reactions of the Japanese government to
product scandals, it would be difficult to expect that the Korean
government made a considerable effort to minimize the victims of
product safety scandals, based on the previous Korean case analysis.
In spite of the first report in 2006, the government allowed
manufacturers to keep selling a problematic home humidifier product
until 2011, including retailers. In a word, the government was not
interested in solving this serious product scandal, that is, was
completely on a manufacturer’s as well as a retailer’s side. Moreover,
the Korean government did not try to believe the first report. In the
end, its examination schedule was considerably delayed by 2011,
whilst deadly disinfectant scandal rocked Korea. Associated with this
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disaster, nobody officially apologized until 2017, despite the fact that
the government could have dramatically minimised the number of
victims, if quickly responded to a product safety crisis in 2006.
Similarly, there was no evidence that the government requested
retailers to stop selling such a product.
Also, it is difficult to find the case that the government actively
supported the victims who have sued 22 humidifier manufacturers.
In terms of a government’s role to protect customer rights, it can
be said that Korea did nothing before the fair trading office
announced in 2018 that the government will reinvestigate this product
scandal, compared with the Japanese government in 2000.
It is, thus, necessary to rethink a government’s role, concerned
about the protection of customer rights. As pointed by Cho (2011),
moreover, the authors suggest that the Korean government has to
develop the law to protect the customers who buy retailer brands.
Needless to say, when customers buy retailer brand products, they are
more likely to trust the brand values of retailers, rather than those of
manufacturers (Cho, 2011).

4.2. Manufacturers’ responsibility
With respect to the reasons why Snow Brand is still struggling in
market, there are so many analyses conducted by Japanese researchers
(e.g. Nakao, 2000; Yanagawa and Oki, 2004; Murota, 2005;
Taniguchi, 2009). On the other hand, there is no article associated
with corporate restructuring, after experienced product scandals in
Korea, from a researcher’s point of view. In addition, Korean
academicians have not paid their attention to the case analysis of the
unethical companies who provoked food poisoning or supplied unsafe
products in market, although there are a huge number of studies
highlighted that a corporate social responsibility is one of the most
important factor to succeed in market.
Since food poisoning occurred in 2000, the sales performance of
Snow Brand has not been improved, although Yukijirushi has
innovated the production process, and then, promised to take a social
responsibility (Hiwasa, 2011). In order to recover its social reputation
as well as customer relationship, in fact, the company has
continuously invested a lot of resources. In spite of considerable
efforts, however, it seems impossible to regain its brand value, as
seen in its 2017’s sales report. This result can imply that the
Japanese customers have significantly boycotted Yukijirushi brand
products.
It is, therefore, evident that the fact that the CEO irresponsibly
held a news conference in front of media has strongly and negatively
influenced Japanese customer attitudes towards Snow Brand. In other
words, it should be noted that the image that Snow Brand tried to
avoid taking a social responsibility for food poisoning have
sustainably resulted in poor sales performance.
By contrast, after product scandals occurred, it is hard to find the
efforts of manufacturers to make a contribution to the protection of
customer rights in Korea. After a humidifier disinfectant was reported
in 2006, the first official apology was done under the government’s
investigation in 2016 (Park, 2016). This kind of response can be
translated into the avoidance of responsibility for steriliser scandal.
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Until a recent time, manufacturers are likely to avoid compensating
victims and their families for product safety scandals (Kato, 2016).
In a word, it is difficult to search for the case that manufacturers
attempted to comfort them, in terms of taking a social responsibility.
Rather than consoling victims and their families, companies focused
on improving sales revenues, whilst Korean customers were not aware
of product safety and did not declare a boycott against manufacturers.
As a consequence, it should be mentioned that the reactions of
Korean customers to product scandals did not make suppliers
responsible for social issues.
In terms of customer attitudes towards product crisis, Japanese
customers are very different from Korean ones, and further, force
manufacturers to show responsible business activities in market.
Although the victims and their families significantly protested against
steriliser manufacturers in Korea, their business activities were not
affected, because of the collaboration with large retailers. It seems
that they neglected the arguments of their victims.

4.3. Retailer’s responsibility
Unlike Korean retailers, Japanese retailers relatively and quickly
responded to food poisoning to minimise the number of victims, as
pointed by Murota (2005). Rather than the Japanese government, it
has become apparent that big box retailers like Daiei, Jusco, Seiyu,
Seven-Eleven, Itoyokato, Lawson, and the forth made a considerable
effort to protect customers by stopping conducting a deal with Snow
Brand. According to Nikkei newspaper on July 12, 2000, the
department store who is Mitsukoshi started to stop selling Snow
Brand products for the first time in Japan. As noted by Toba (2007),
retailers removed the products with Snow Brand from their store
shelves to send the message that they did not trade with the
companies who were not trustworthy to their customers. By finishing
trading with Yukijirushi, retailers want to be recognised as an ethical
corporate by Japanese customers (Murota, 2005). Based on this kind
of retail market trend, most of retailers took part in stopping selling
the same brand products. Compared with the first food poisoning in
1955, it is remarkable that retailers actively responded to product
scandals.
In terms of taking a social responsibility for product scandals, it
can be said that Japanese retailers have shown an excellent case. In
other words, Japanese retailers have already known that customers are
much more important than suppliers to survive in the Japanese
market.
On the other hand, such a case has not been witnessed in the
Korean market, before May in 2016. It is, thus, meaningless to say
how much responsible retailers are for product crisis. Given that
retailers have tried to avoid their responsibility for the steriliser
product developed as a retailer brand (Kato, 2016), it is hard to say
that retailers are trustworthy from a customer’s perspective. As seen
in the previous case, retailers are more familiar with manufacturers
than their customers.
After May in 2016 when Reckitt Benckiser apologsied for deadly
disinfectant scandal linked to lung injuries, together with some on-line
retailers, Lotte Mart declared that the company did not order the

products with Reckitt Benckiser brands any more (Park, 2016). This
case is firstly regarded as one of the examples that retailers took a
responsibility for such a scandal in Korea. With the increased
customer awareness of product safety, this trend has been spread out
all over the country, according to the authors’ market research on
April in 2018. There are, nevertheless, many scandals that suppliers
are concerned about buying power abuse, unethical business activities
and consumer deception in recent, but it is difficult to find the
examples that retailers try to take a responsibility for those issues.

5. Conclusions
Through a comparative analysis, the authors found that retailers
play a very important role in protecting customer rights. Even though
a government is not able to control manufacturers and further, on a
customer’s side, it is evident that retailers can quickly protect
customers from product scandals in practice. Moreover, customers
have become more and more aware of the roles of retailers taking a
social responsibility for social issues. Without showing that retailers
are responsible for social events, it would be hard to build customer
relationship from a retailer’s point of view.
What is important is that a government has to develop the laws to
effectively protect customers from food poisoning and product safety
issues. As seen in the above cases, manufacturers were likely to
avoid their social responsibilities. Accordingly, it is necessary to
introduce sophisticated restrictions to protect customer rights from a
customer’s, a manufacturer’s and a retailer’s perspective.
In addition, the boycott campaigns occurred by product scandals
should be legally protected and promoted by a government. Without
doubt, this kind of legal system can stimulate retailers as well as
manufacturers to take a responsibility. Compared to Japanese
customers, as demonstrated by Yukijirushi case, it should be noted
that Korean customers are less interested in boycott against unethical
companies. This atmosphere might be worked as one of barriers to
make retailers responsible for product crises. There is, thus, a need
for a government to support customer organisations, in order to boost
a boycott campaign.
Therefore, the future research should focus on developing the way
how a government is able to encourage retailers to be responsible for
product scandals, and further, support the boycott campaigns by
customers.
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A Study on Predicting Shopper’s Retail Format Choice
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Abstract
As competition is getting fiercer between retail formats, the
strategy to prevent shoppers from churning is very important in terms
of shopper relationship management. In particular, as the traditional
market is threatened and the national chain enters the market, the
impact from entry of a national chain such as failure of shopper
retention becomes an important concern not only for local retailers
but also for local communities. Also, it is important for national
chains to predict potential new shoppers in newly launched market
because it is directly related to market entry feasibility. In this case,
accurate predictions can become more important than the relationship
analysis between the influential factors. In general, shopper churn for
retail stores is known as partial churn, not complete churn. Therefore,
it is necessary to develop a predictive model to consider not only
retail format choice (i.e., national chains or traditional market) but
also the possibility of cross-shopping derived from the partial churn.
The existing (linear or logistic) regression model is a very useful tool
for analyzing the relationship between influential factors, but it
requires a preliminary assumption of the population and has
limitations in establishing a predictive model of complex nonlinear
relationships.
Keywords: Retail Format Choice, Cross Shopping, Super Center,
Traditional Market, Machine Learning, Random Forest.

1. Introduction
Right after national chains were launched, in order to examine
shopper’s retail format choice and visiting propensity, the current
study selected a specific area based on two conditions: (i) where the
national chain has been launched for about a year, and (ii) where at
least more than one traditional market existed in the radius of the
national chain (about 2 km). Homeplus in Hapjeong-dong, Mapo-gu,
Seoul was chosen because it was satisfied with these two conditions,
(i) launched a year ago and (ii) two traditional markets near the
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location. For the survey of the current study, a total of 510 people
(255 at the front of the national chain and two traditional markets,
respectively) were randomly selected and asked to answer the survey
questionnaire by professional survey researchers. The questionnaire
includes multiple basic questions such as more frequently visiting
place between two retail formats (the national chain and the
traditional market), the frequency of visiting a week, and main
reasons to visit the place they chose. Of the 510 respondents, 270
reported frequent visits to the traditional market and 240 reported
frequent visits to the national chain.

2. Results & Conclusion
Independent variables are store attributes and shopper attributes.
Store attributes are collected by measuring the major reasons to visit
and travel time to the store. Shopper attributes are composed of
price sensitivity and demographic parts (e.g., age, gender, marital
status, income level, and education level). The dependent variable in
the current study is about retail format choice which is a binary
variable. “Yes” means respondent regularly (frequently) visits a
national chain store while “No” indicates propensity to visit a
traditional market. The visits to the favorite store format and the
visits to the alternative store format were included as dependent
variables in order to consider cross-shopping behavior of shoppers.
In order to predict retail format choice and degree of cross
shopping, the current study used logistic regression analysis, decision
tree, random forest, GBM, neural network models, which can be
simultaneously used for classification model and regression model. In
order for the degree of cross-shopping, the visits to the favorite retail
format for each shopper and the visits to the alternative store format
were used as dependent variables. The optimal models for each
method were derived using the training data and then compare
predictive power by bootstrapping using the test data.
Random forest was the most superior model in predicting the retail
format choice. In case of predicting shopper’s retail format choice by
random forest, accuracy was 0.7962 which indicate the highest score.
Moreover, the accuracy for AUG and top-decile lift were 0.8768 and
2.0021, respectively. Even in comparison to logistic regression model,
accuracy (difference=0.0165, t=22.303, p-value<0.000) and top-decile
lift (difference=0.1932, t=31.628, p-value<0.000) indicate a high score.
When the dependent variable was the frequency to visit the
favorite retail store, GBM (Gradient Boosting Machines) which is one
of boosting methods had the lowest RMSE score (4.8420) but had
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the highest score of R2 (0.2542). In comparison with the regression
model, RMSE of boosting method was lower (difference=0.0407, t=
2
32.842, p-value<0.000) while R of it was higher (difference=0.1295,
t=34.127, p-value<0.000). When the dependent variable was visiting
the alternative retail format, performance of GBM was dominant
compared to others in terms of RMSE standard but random forest
2
method was superior in terms of R .
In comparison with the regression model, GBM was lower than
regression model for RMSE standard (difference=0.0327, t=41.385,
p-value<0.000), random forest method was higher than the regression
model (difference=0.0020, t=4.0829, p-value <0.000).
In the case of the ensemble method such as random forest and
boosting, the explanatory power for the variable relationship is
insufficient, but it provides a correctly estimated importance level in
prediction of each variable. In many cases, the variable importance
based on prediction can be more appropriate and important criterion
than traditional statistical significance tests. The following figure
shows the importance of each variable in the random forest, where
the retail format is a dependent variable. The age is the highest in
terms of the importance of contributing to the predictive power
Through the appropriate use of machine learning method, superior
prediction is possible from the retail format choice for each shopper
to the degree of the cross shopping, affecting more effective customer

relationship management (CRM).
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How does the Time Variation of Customer Satisfaction Affect
Korean Retail Firms’ Performance?
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Abstract
The purpose of this study is to examine how the time variations
of customer satisfaction influence retail firms’ performance. The study
employs yearly time series customer satisfaction data of Korean retail
firms obtained from the National Customer Satisfaction Index (NCSI)
for the 2011~2016 period. Our data includes a total of 90
observations of 15 retail firms in 6 different sector (large discount
store, department store, open market, filling station, TV home
shopping). We obtained the firm performance data from the KIS
Value database. The variables for financial performance include sales
and net profit. The results show that customer satisfaction has
dynamic effects on retail firms’ performance. More specifically, the
time variation of customer satisfaction has the moderating effect on
the relationship between customer satisfaction and financial
performance as well as direct effects on the firms’ financial
performance. Customer satisfaction has the current effect lasting over
time on firm performance and changes of customer satisfaction in
positive direction also impact on firm performance. Retail firms need
to not only focus on improving customer satisfaction in the current
term, but make efforts to continuously enhance customer satisfaction
in the long term.
Keywords: Customer Satisfaction, Time Variation of Customer
Satisfaction, Firm Performance, Retail Firm

1. Introduction
Retail firms recognize that customer satisfaction plays an important
role to lead successful firm performance (Gomez et al., 2004). A
great deal of empirical studies in marketing literature show that
customer satisfaction has a significant impact on customer behaviors
such as repurchase and positive word-of-mouth (Szymanski & Henard,
2001). Some previous studies provide empirical evidence of a
significant relationship between customer satisfaction and financial
performance (e.g., Anderson et al., 1997; Anderson & Mittal, 2000;
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** Department of Business Administration, Sahmyook University, Seoul,
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Banker et al., 2000; Ittner & Larcker, 1998; Jeon & Kim, 2005; Lee
et al., 2017; Rego et al., 2013; Yi et al., 2008; Yi & Lee, 2010).
For example, Anderson and Mittal (2000) showed that customer
satisfaction have a positive impact on return on investment (ROI).
Rego et al. (2013) found a positive relationship between customer
satisfaction and market share. However, some studies showed a
negative relationship between customer satisfaction and financial
performance (Fornell, 1992; Griffin & Hauser 1993) and some other
studies even provided insignificant relationship between customer
satisfaction and firm performance (Jacobson & Mizik 2009; Ittner et
al., 2009; Park & Kim, 2003). There are several causes of these
conflicting findings such as different samples and study periods
employed in the studies. Specially, we contend that one needs to
examine time series variation of customer satisfaction to fully
understand the relationship between customer satisfaction and various
performance metrics.
Is sustained investment on customer satisfaction of Korean retail
firms financially accountable? As do many marketing activities, and
so customer satisfaction may have dynamic effects on firm’s
performance over time. However, most previous studies tested mainly
the current effect of customer satisfaction on firm’s performance (Yi
et al., 2008). Only a few studies (e.g., Bernhardt et al., 2000; Jeon
& Kim, 2005; Yi et al., 2008; Yi & Lee, 2010; Lee et al., 2017)
have examined dynamic effects of customer satisfaction on firm
performance. If retail firms’ maintenance and management of customer
satisfaction has long-lasting carry-over effects on firm performance,
their investments on customer satisfaction become more efficient and
effective. However, there are far too few answers on the carry-over
effect of customer satisfaction for retail firms.
The present study aims to examine how the time variations of
customer satisfaction influence retail firms’ performance. That is, this
study investigates the carry-over effects of customer satisfaction on
firm performance. Specially, This study considers two aspects about
whether (1) the time variation of customer satisfaction (the rate of
change at a t period from previous three time period) influences time
t’s firm performance over (i.e., the main effect) and whether (2) the
time variation of customer satisfaction moderates the effect of t
period’s customer satisfaction on firm performance (i.e., the
moderating effect). Examining the time variation of customer
satisfaction will provide researchers and managers with additional
insights about the role of customer satisfaction on creating firm
performance.
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2. Research Model
This study focuses on the carry-over effects of customer
satisfaction on retail firms’ performance during three-year periods
(    ,   ,    ). Specially, this study sheds some lights on the
role of the time variation of customer satisfaction in explaining the
relationship between customer satisfaction and firm performance. The
values of time variations of customer satisfaction were obtained by
calculating the rate of change at time t from the each three base
period (    ,    ,   ). Using this dataset, this study empirically
investigates whether the time variations of customer satisfaction
influences firm performance. Specifically, we measure a firm’s
performance by its sales and net profit. The present study included
firm age, the number of employees, and firm performance at the t-1
period as control variables. This study proposes four models to
examine the main effect of time variations of customer satisfaction
( ∆   ) on firm’s performance as equation 1 and 2, and then to
investigate the interaction effect of time variations of customer
satisfaction ( ∆   ) on firm’s performance as equation 3 and 4.
(Eq. 1)         ∆      ∆   
  ∆                 

(Eq. 2)         ∆      ∆   
  ∆                 

(Eq. 3)         ∆      ∆   
  ∆       ∆       ∆   
   ∆                 

and net profit. This study consider three control variables such as
financial performance at t-1 period, Firm age and size. Firm age and
size are commonly recognized in literature (Yi & Lee, 2010) as
influencing firm performance. In this study, firm size was
operationalized as the number of employees. Since the models of this
study contain the lagged terms of customer satisfaction and its rate of
change, it is likely that there will be multi-collinearity between
independent variables. In order to mitigate the potential for
multi-collinearity, this study mean-centered for all independent
variables (Rokkan, 2003).
For consistency of data, this study selected the analysis period
from 2011 to 2016, which allows to obtain Korean retail firms’ NCSI
and their financial performance. Our data includes a total of 90 NCSI
observations of 15 retail firms in 6 different sector (large discount
store, department store, open market, filling station, TV home
shopping).

4. Results
The present study used standard hierarchical regression analysis to
assess the effect of the time variations of customer satisfaction on
retail firm’s financial performance. To reduce the potential collinearity
among the lagged terms and interaction terms, we followed Aiken
and West’s (1991) recommendation to center the independent variables
(  and ∆   ) involved in the presumptive interaction
(Eisenberger et al., 2002).
To analyze hierarchical regression for sales and net profit at the
given time, control variables were entered in the first step, the rate of
change of customer satisfaction for three time period ( ∆   ) were
added

in

the

second

step,

and

the

interaction

terms

(i.e.,

 ×∆   ) were entered in the third step to assess the interaction

  ∆       ∆       ∆   

between customer satisfaction at the given period and the time
variation of customer satisfaction on sales at the time t.
The results show that         not only has a

   ∆                 

positive impact on sales at the given period  , but ∆  

(Eq. 3)         ∆      ∆   

Where,
 : a retail firm’s sales at the given time period
 : a retail firm’s net profit at the given time period
 : a retail firm’s customer satisfaction at the given time period
∆   : a retail firm’s rate of changes of customer satisfaction at

period from        
 : a retail firm’s age at the given time period
 : a retail firm’s number of employees at the given time period

3. Methodology
The study employs yearly time series CS data of Korean retail
firms obtained from the National Customer Satisfaction Index (NCSI),
which provides 5 years of time series data for the 2012~2016 period.
We obtained the firm performance and firm size data from the KIS
Value database. The variables for financial performance include sales

∆        and ∆   ∆        have



direct and positive effects on sales at the time  . Moreover, the
interaction between  and ∆   on sales is statistically
significant. This result indicate that the greater the time variation of
customer satisfaction from the time    , the stronger the relationship
between customer satisfaction and sales at the given time  is.
Furthermore,         not only has a positive impact
on net profit at the given  period, ∆   ∆       
and ∆   ∆        have positive effects on net
profit at the time

.

5. Discussion
The present findings provide a greater understanding of the
relationship between customer satisfaction and retail firm’s
performance, including evidence concerning the causal direction of
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time variations of customer satisfaction and the role of time variations
of customer satisfaction in the association between customer
satisfaction and firm performance at the given time. The positive
relationships between time variations, operationalized as a rate of
changes of customer satisfaction, and performance measures (both
sales and net profit) are examined over two period of time, in this
case, two years. The strength of the relationship between customer
satisfaction and sales in the given time period depended on the rate
of change in customer satisfaction from the year just past. Specially,
the effect of customer satisfaction on sales was stronger when
customer satisfaction at the specified period is a increase on the
previous year’s figure. Collectively, these findings suggest that there
are the positive carry-over effects of customer satisfaction on retail
firms’ sales and net profit.
Managers of retail companies should exercise patience in evaluating
the impact of customer satisfaction programs. Although there is
always pressure to get a quick return on investment when
implementing customer satisfaction programs, it is clear that the real
effects of such programs take place over time. Examining results at
any given point in time can cause a manager to draw incorrect
conclusions. Customer satisfaction has the current effect lasting over
time on firm performance and changes of customer satisfaction in
positive direction also impact on firm performance. Thus, retail firms
need to not only focus on improving customer satisfaction in the
current term, but make efforts to continuously enhance customer
satisfaction based on the long term view.
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: Evidence from Korean Retail Firms
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Abstract
This paper examines how a Korean retail firm’s social
responsibility is related to the degree of asymmetric information.
Recent theories expect a negative relationship between a firm’s
engagement in socially responsible activities and the degree of
asymmetric information. We use the ES score, published by Korean
Corporate Governance Service to represent the engagement of Korean
retail firm’s socially responsible activities. This paper employs the
ordinary least square method to examine the relationship. The publicly
listed retail firms are analyzed from 2011 to 2016. The analyst
dispersion and price impact measure are used as the proxy variables
for the degree of asymmetric information. We find that the ES score
shows statistically insignificant or even significantly positive
relationship with the measures of information asymmetry. The results
depend on the inclusion of firm level control variables. Our results
do not support the prior theory expecting a negative relationship
between corporate social responsibility and the degree of asymmetric
information. Our results suggest potentially a positive relationship
between the environmental activity and asymmetric information.
Keywords: Corporate Social Responsibility, Asymmetric information,
Retail Industry.

1. Introduction
A corporation’s socially responsible activity (hereafter, CSR) has
become an important objective that CEOs have to pursue. Hence, the
relationship between a corporation’s socially responsibility and its
impact on a variety of firm level policies have been actively
examined in academic researches. The CSR activity is particularly
important in the retail industry because the retail firms deals with the
needs of individual consumers who are more susceptible to the
advertising agendas of a retail company.
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This paper is a part of this academic research and investigates
CSR-asymmetric information relationship in the Korean retail firms. A
recent study, Cui et al. (2016) propose an empirical hypothesis that
suggests a negative relation between CSR and the level of
asymmetric information. They further confirm the negative relationship
in the U.S. financial market.
To do so, we examine the sample of retail firms listed in the
Korean financial market. The sample period is from 2011 to 2016.
To proxy a corporation’s CSR activity, this paper uses the ES score
provided by the Korea corporate governance service. This score
proxies the level of a corporation’s engagement in environmental and
social activities. Two widely accepted information asymmetry
measures are adopted in this study. The Amihud measure of price
impact and the measure of analyst dispersion. The ordinary least
square method is used to estimate our empirical models.
This paper shows statistically insignificant or significantly positive
relationship between CSR and the degree of asymmetric information
measure. With regard to the analyst dispersion, the coefficient on the
ES score is significantly positive if the control variables are not
considered. The coefficient becomes statistically insignificant after
controlling for a set of firm characteristics. The coefficient on the ES
score is statistically insignificant without control variables but it
becomes positively significant with them, when the price impact
measure is examined.
Our findings are inconsistent with the prediction of Cui et al.
(2016). Unlike their hypothesis based on reputation building
arguments, we find statistically insignificant or significantly positive
CSR-asymmetric information relationship. This result is robust to the
consideration of two different measures for the asymmetric
information.
Our work proceeds as follows. In section 2, we briefly review the
extant literature. Section 3 describes data and reports our main
estimation results. In Section 4, we conclude.

2. Literature Review
Our study is based on the empirical hypothesis developed in Cui
et al. (2016). They argue that a firm’s engagement in CSR tend to
reduce the degree of information asymmetry. This idea is derived
from the reputation building hypothesis and stakerholder theory of a
corporation. Freeman (1984) suggests that a firm’s engagement in
CSR activity works as a mechanism that enhances communications
between CEOs and other stakerholders. Jo & Harjoto (2011) show
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that socially responsible activities seem to mitigate the conflicts
between managers and other stakerholders as well. Therefore. a
greater efforts on CSR indicates a better and efficient communication
among stakeholders, which reduces the degree of asymmetric
information significantly. A negative CSR-information asymmetry
relationship is expected.
In the Korean financial market, a wide range of studies attempt to
examine the role of CSR in deciding corporate policies. The
relationship between CSR and financial performance is most
extensively examined by using the KEJI index as the proxy variable
for CSR. Jang and Choi (2010), and Kim and Wee (2011) are
representative ones. In the Korean retail industry, the effect of CSR
has not been well examined in spite of its potential importance in the
industry.

impact measures, as described above. For each measure of asymmetric
information, we estimate two different models. The first one excludes
any control variables and focuses on the univariate relationship
between CSR and asymmetric information. The second models
includes the set of firm characteristic variables to mitigate potential
omitted bias problems. It reports the estimated coefficients and
corresponding t-values (in parenthesis). The adjusted R-square and the
number of observations are documented as well. The symbols ***,
**, and * indicate statistical significance at 1%, 5% and 10%,
respectively.
Table 1. CSR and Asymmetric Information
ES-Score
Sales Growth

3. Empirical Analysis

Debt/Asset
Size

3.1. Data and Empirical Models

R&D

We use the E/S/G score published by the Korean Corporate
Governance Service. The score measures a firm’s engagement in
environmental, social and governance activities. Consistent with Cui et
al. (2016), we only consider the sum of environmental and social
score as the benchmark measure of CSR. The dispersion of analysts’
forecasts and Amihud (2010)’s price impact are employed as the
proxy variables for the degree of asymmetric information. To
construct firm characteristic variables, we use financial statements
from WISEfn. We investigate the sample period from 2011 to 2016.
The regression model in our empirical examination can be
described as follows.

           

Capex
Free Cash Flow
Advertisement
Fixed Asset
Age
# of Analyst
Intercept

(1)

The dependent variable, Asymmetry, is the set of proxy variables
representing the degree of asymmetric information. The previous
period ES score is used as the main independent variable. The use of
lagged variable helps mitigate the potential endogeneity bias. We also
control for omitted variable bias problems by including a set of firm
characteristic variables. This set of firm characteristic variables
encompasses sales growth rate, leverage ratio, asset size, fixed asset
investment, R&D expenditures, the number of analyst following,
advertisement costs, total fixed assets, and firm age. Most of these
variables are standardized by the total book asset values.
The ordinary least square (OLS) method is adopted to estimate the
equation (1). The standard errors are clustered by each firm id.

3.2. Empirical Results
<Table 1> provides the estimation result of equation (1). <Table
1> analyzes how the ES score affects the degree of asymmetric
information. <Table 1> employes two different measures of
asymmetric information, the analyst forecast dispersion and price

N
adj. R-sq

Analyst Dispersion
0.038*
0.030
(1.74)
(1.05)
0.026
(0.63)
0.142
(1.40)
-0.008
(-0.44)
5.148
(0.20)
-0.848
(-0.97)
0.062
(0.46)
-0.203
(-0.81)
0.101
(0.59)
-0.000
(-0.40)
0.003
(0.62)
0.026
0.118
(0.54)
(0.33)
107
107
0.019
0.026

Price Impact
-0.004
0.011*
(-0.87)
(1.82)
-0.003
(-0.50)
-0.003
(-0.08)
-0.009**
(-2.38)
-8.144
(-1.60)
0.036
(0.64)
0.154*
(1.71)
0.025
(0.46)
0.041
(1.50)
0.000
(0.76)
-0.002**
(-2.49)
0.022**
0.195**
(2.17)
(2.60)
107
107
-0.003
0.305

<Table 1> points out that CSR and asymmetric information
measures does not show robustness relationship. In case of the
analysts dispersion, the coefficient on the ES score is significantly
positive without the control variables but becomes statistically
insignificant with the set of control variables. On the other hand, in
case of price impact measure, the coefficient on the ES score is
statistically insignificant without the control variables but becomes
significantly positive in the presence of other firm characteristic
variables.
Our findings are inconsistent with the hypothesis of Cui et al.
(2016). They predict a negative CSR-asymmetric information
relationship based on the reputation theory. However, <Table 1>
shows that the estimated coefficients are insignificant and even
significantly positive, in contrast to their prediction. The change of
statistical significance also relies on the inclusion of control variables,
which suggests the importance of omitted bias problems as well.
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4. Conclusions
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How Corporate Social Responsibility Affect Asymmetric Information
in the Korean Market?

Jeong-Hwan Lee*, Bo-Hyun Yoon**

Abstract
This paper examines how corporate social responsibility affects the
degree of asymmetric information. Recent theory predicts a negative
relationship between corporate social responsibility and the measures
of asymmetric information. This paper employes the total ESG score,
published by Korean Corporate Governance Service to proxy a firm’s
engagement in socially responsible activities. The degree of
information asymmetry is captured by the analyst dispersion and price
impact measure. The ordinary least square method is adopted for the
sample of publicly listed Korean firms from 2011 to 2016. We find
that the total ESG score is negatively related to the price impact
measure without the inclusion of control variable. Yet, the total ESG
score rather shows a positive significant relationship with the price
impact measure after controlling for firm-level covariates. The ESG
score does no show significant relationship with the measure of
analyst dispersion. This set of results generally argues against the
prior theory predicting a negative relationship between corporate social
responsibility and asymmetric information. The role of firm-level
covariates seems to be important in estimating the relationship.
Keywords: Corporate Social Responsibility, Asymmetric
Information, Korean Firms.

1. Introduction
Firms have recently spent substantial resources to make their
policies as socially responsible ones. Accordingly, a firm’s socially
responsible activity becomes one of important research area and its
relation to a wide range of corporate policy has been widely
examined.
This work is a part of this effort and examines the relationship
between corporate social responsibility (hereafter, CSR) and the degree
of asymmetric information. In particular, Cui et al. (2016) develop a
testable hypothesis that implies a negative relationship between CSR
* First Author, Assistant Professor, College of Economics and Finance,
Hanyang University, Korea.
Tel: +82-2-2220-1036, E-mail: jeonglee@hanyang.ac.kr
** Corresponding Author, Assistant Professor, Division of Economics and
International Trade, Kangwon National University, 1 Kangwondaehak-gil,
Chunchoen-si, Gangwon-do, Korea.

activity and the degree of information asymmetry. We empirically
examine whether this hypothesis applies well for the Korean financial
market.
For this purpose, we employ the sample of publicly traded firms
in the Korean financial market from 2011 to 2016. To measure the
degree of CSR, we adopt the total ESG score published by the
Korea corporate governance service. With regard to the measure of
information asymmetry, we include two widely used proxy variables the analyst dispersion and price impact measures. The ordinary least
square method are used to investigate the relationship between a
corporation’s engagement in CSR activity and its market measures of
asymmetric information.
The analysis based on the total ESG score does not show a
statistically significant relationship between CSR and asymmetric
information. While the ESG score is negatively related to the price
impact measure without controlling variables, it shows a positive
relationship with the price impact measure after controlling for the
firm level covariates. With or without control variables, the ESG
score does not show a statistically significant relationship with analyst
dispersion measure.
This result is generally not well aligned with the hypothesis of
Cui et al. (2016). Unlike their hypothesis, we found no significant
relationship between CSR and the degree of information asymmetry
in the Korean financial market. after controlling for the potential
omitted bias problems. This statistically insignificant relationship
remains unchanged even we consider two different kinds of
information asymmetry measures.
This paper proceeds as follows. Section 2 briefly reviews the
literature. Section 3 provides our empirical strategy and estimation
results. Section 4 concludes.

2. Literature Review
This study is most closely related to the work of Cui et al.
(2016). They develop an empirical hypothesis expecting a negative
association between CSR and information asymmetry. Their argument
relies on the reputation-building theory based on Freeman (1984) and
Jo and Harjoto (2011). Freeman (1984) argue that corporations
perform CSR as a tool to communicate better between managers and
non-investing stakeholders. Jo and Harjoto (2011) also find that CSR
engagement appears to decrease the conflicts of interest among
various stakeholders. Accordingly, a firm’s engagement in CSR

304

Jeong-Hwan Lee, Bo-Hyun Yoon / 14TH INTERNATIONAL CONFERENCE 303-305

implies better communications between managers and other
stakeholders of corporation, which predicts a negative relationship
between CSR and information asymmetry.
This work is also closely related to the literature examining the
role of CSR activity in the Korean financial market. Most of the
extant studies use the KEJI index, and have mainly focused on the
relationship between CSR activity and financial performances. Jang
and Choi (2010), and Kim and Wee (2011) are the representative
examples related to CSR research in the Korean financial market.

Table 1. CSR and Asymmetric Information

Analyst Dispersion
ESG-Score

0.004
(0.62)

Sales Growth
Debt/Asset
Size
R&D

3. Empirical Analysis

Capex

3.1 Data and Empirical Models

Free Cash Flow

This work employs the ESG score published by the Korean
Corporate Governance Service. The score captures a firm’s level of
engagement in the categories of environmental, social, and governance
activities. To measure the degree of information asymmetry, we use
the dispersion of analysts’ forecasts, which calculates the difference in
investor opinions. We also employ the price impact measure of
Amihud (2002), which captures the transaction costs in the financial
market trading. We obtain firm level financial statements from
WISEfn to construct firm level control variables. The sample period
is from 2011 to 2016.
We use the following empirical model to examine CSR-information
asymmetry relationship.

Advertisement

            (1)
Asymmetry indicates the proxy variables for the asymmetric
information. We use the lagged ESG score rather than the current
period ESG score to mitigate potential endogeneity problems. The
control variables include a wide range of firm level covariates
including the sales growth rate, debt to asset ratio, logarithm of total
asset, capital expenditure to asset ratio, R&D to asset ratio, the
number of analyst followings and the free cash flow to asset ratio.
The amount of advertisement cost, and fixed assets are normalized by
the book asset value as well. The firm age variable is also included.
To estimate the equation (1), we use the ordinary least square
method. We calculate standard errors by clustering each firm ID.

3.2 Empirical Results
<Table 1> provides our main empirical results. The table examines
the relationship between the measures of asymmetric information and
the total ESG score. The price impact and analyst dispersion
measures are employed. For each information asymmetry measure, we
estimate two different empirical models. The first model only
considers the ESG score as the independent variable. The second
model include a wide range of firm level covariates. The table
reports the estimated coefficients and corresponding t-values based on
clustered standard errors. The adjusted R-square and the number of
observations are documented as well. The symbols ***, **, and *
represent statistical significance at 1%, 5% and 10%, respectively.

Fixed Asset
Age
# of Analyst
Intercept
N
adj. R-sq

0.128***
(6.15)
1956
-0.000

-0.002
(-0.26)
-0.010
(-1.22)
0.053
(1.15)
-0.002
(-0.32)
0.574**
(2.07)
0.138
(0.93)
-0.025
(-0.26)
-0.673***
(-2.59)
-0.006
(-0.09)
0.001
(1.61)
0.001
(0.63)
0.150
(1.09)
1956
0.004

Price Impact
-0.005***
(-8.65)

0.029***
(13.18)
1956
0.046

0.001**
(2.10)
-0.002***
(-2.85)
-0.002
(-0.37)
-0.002***
(-3.68)
-0.057**
(-2.14)
-0.025**
(-2.20)
-0.001
(-0.17)
-0.014
(-0.35)
0.005
(1.03)
-0.000
(-0.91)
-0.001***
(-7.75)
0.074***
(6.21)
1956
0.197

<Table 1> shows that there is no robust relationship between CSR
and the measure of analyst dispersion. The total ESG score does not
show significant relationship with the measure of analyst dispersion.
The total ESG score, however, is negatively related to the price
impact measure without control variables. After taking account of
firm level covariates, the correlation becomes significantly positive.
These results are generally not well aligned with the prediction of
Cui et al. (2016). The prediction expects significantly negative
coefficients for all of the empirical models. Yet, our results show that
the estimated coefficients are insignificant and even significantly
positive, unlike their hypothesis. The effect of controlling firm-level
covariates seem to be very important in the estimations.

4. Conclusions
This paper analyses how CSR affects the degree of asymmetric
information in the Korean financial market. Recent theory predicts a
negative relationship between CSR and the measures of asymmetric
information. We employ the total ESG score as the proxy variable
for a corporation’s engagement in CSR activity. The analyst
dispersion and the price impact measures are considered as the proxy
variables for information asymmetry.
The results of our work are not consistent with the extant
hypothesis. In our examinations, the relationship turned out
statistically insignificant or even significantly positive. The positive
relationship shows up when we control for other firm characteristic
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variables, which indicates the importance of mitigating omitted bias
problems in the examination of CSR-asymmetric information
relationship.
We left the examination on the relationship between each
environmental, social or governance score and the degree of
information asymmetry to the future research.
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A Study on Perceived Technology Acceptance Factors to the Continous Use Intention
of Sharing Economy: Focusing on the Didi Chuxing Car Sharing Service
Zhao Min* Soon-Hong Kim**

Abstract
The term “Sharing Economy” was first mentioned in the book
'Remix' by Lawrence Lessig, an American jurist professor (Lawrence
Lessig, 2008). In 2008, the global financial crisis was closely
watched and the sharing economy began to grow up rapidly .In
particular, China has a large vehicle sharing market among the
various sharing economic sectors, which attracts worldwide attention
due to rapid economic growth. The Didi Chuxing vehicle sharing
service, also called "Chinese Uber", is the largest vehicle sharing
service platform in China.
This study will determine the effect of technology acceptance
factors including perceived ease of use, perceived usefulness,
perceived reliability and perceived risk, perceived value and
satisfaction of Didi Chuxing vehicle sharing service, in addition, this
study also examines the causal relationship between perceived value,
satisfaction, and continuous use intention.
Keywords: Sharing Economy, Theory of Technology Acceptance,
Satisfaction, Behavioral Intention.

1. Introduction
In 2008, when the global economic crisis triggered, there were
global problems such as low growth economic environment, high
unemployment rate, job hunting, and declining real household income
The sharing economy has begun to attract attention as a way to
overcome these problems. The sharing economy is available whenever
required without owning it, it can minimize the waste of resources
and make utilization more efficient.
Recently, the rapid growth of the sharing economy in China has
attracted the world’s attention. By the end of 2016, China 's vehicle
sharing services users had greatly increased to 1.28 billion, increased
by 37.9% compared to the first half. Didi Chuxing, a representative
vehicle sharing service in China, takes advantage of the locality-based
infrastructure and convenience. It occupies a high market share in
China.
* First Author, Ph. D. Candidate, Div. of International Trade, Incheon
National University. E-mail: ok1314zm@naver.com.
** Corresponding Author, Div. of International Trade, Incheon National
University. E-mail: snow8817@inu.ac.kr.

Therefore, in order to further expand and activate the
vehicle-sharing economy market of China, it is necessary to examine
the factors that can affect the users’ satisfaction and continuous use
intention about the vehicle sharing service Didi Chuxing.

2. Theoretical Background
2.1. sharing economy
The sharing economy is not only a development or a change in
this particular sector of society, but also affected by a combination
factors such as economic environment, information and communication
environment, population and social environment. The reason of the
rapid expansion of sharing economic market can be pointed out as a
global economic change called 'economic crisis'.
The spread of social network service (SNS) and information
communication technology (IT) create a network society and break
down the borders. The long existing family-centered ownership culture
has changed a lot. Recently, the practical consumption culture of
single-person households is expanding. In order to improve the
quality of the residential environment, sharing rooms such as living
room or warehouse have become the representative places of practical
consumption culture. Concerns about environmental crises, resource
depletion, and eco-friendly trends are raising interest in the shared
economy.
The term Sharing Economy was first mentioned in the book
'Remix' by American Professor Lawrence Lessig. The sharing
economy is defined as a form of cooperative consumption in which
the goods or services that don’t belong to anyone are lent and shared
(Lessig, 2008). Song Soon-young (2015) said that the consumption of
traditional economy is over-consumption, while sharing economy is
cooperative consumption. The sharing economy has the value of
profit-seeking as well as social benefit.
The types of sharing economy can be divided into three types
according to which type of service was provided (Botsman & Rogers,
2010). First, Product Service Exchanges; Second, the type of
Redistribution Markets; Third, the type of collaborative lifestyles.
Lee(2014) is a business model of sharing economic services. A
sharing economic platform company uses idle resources from lenders’
to users who need to utilize resources, and users pay rental fees to
lenders while using available resources. As the sharing economy
emerges as a new consumption form in Chinese market, it is
attracting attention as a new growth industry in the future.
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Chinese sharing economy industry is rapidly growing and changing
the pattern of consumer market. The sharing economy’s attention has
been recently promoted, vehicle sharing services have attracted
attention. The types of vehicle sharing services are more and more
diversified and convenience to use. And sharing services can realize
the purpose such as cost saving, energy saving, time saving,
environmental protection, creation of additional profit. The business
model of the vehicle sharing service can be classified into B to C
(business to consumer) model and P to P (peer to peer) model
according to the relationship between user and supplier.

The perceived ease of use, perceived usefulness, and perceived
reliability of the vehicle
However, the perceived risk of Didi Chuxing has not been found
to affect perceived value. The perceived value of Didi Chuxing has a
positive effect on satisfaction and indirectly influence on the
continuous use intention through satisfaction. Satisfaction of Didi
Chuxing has been found to positively influence continuous use
intention.

5. Research Conclusion and Limits
2.2. Technology Acceptance Model(TAM)
The Technology Acceptance Model (TAM) is a study of factors
affecting consumers' new technology utilization and intention to use.
In the related studies, the theories of reasoned action (TRA)
suggested by Ajzen and Fishbein (1975), the theory of action (TPB)
proposed by Ajzen (1991) Venkatesh and Davis (2000), are proposed
to extend the existing TAM model, as well as the Unified Theoryof
Acceptance and Use of Venkatesh(2003) of Technology) are steadily
being.
In this study, the factors influencing the intention to use Didi
Chuxing vehicle sharing service include perceived ease of use,
perceived usefulness, perceived reliability, and perceived risk. We will
set up a research model based on this TAM precedent study.

Didi Chuxing vehicle sharing service company need to keep up
with users’ services, which requires to increase the customer’s
satisfaction and a market strategy to match the characteristics of
user’s requirements to achieve this goal.
For example:
1) By simplifying the operating procedure, users can become more
familiar and convenient to use this service.
2) Enhance the construction of mobile platform.
3) Improve service quality and build good customer relationships.
4) Offer a variety of benefits and promotions.
5) Develop related industries such as delivery through big data.
6) Strengthen management system for Didi Chuxing vehicle sharing
service .

3. Research Methodology and Hypothesis
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on TPB Model
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Abstract
The aim of the present study is to identify the factors influencing
Chinese consumers’ intentions to purchase organic food based on
Theory of Planned Behavior (TPB) model. An online questionnaire
was distributed through Email to Chinese consumers living in major
cities of China and abroad to collect the data. The TPB model is
tested as having good fit to the data. The results obtained from the
empirical study suggest that attitude, subjective norms and perceived
behavioral control had a statistically significant and positive
relationship with Chinese consumers’ intentions to purchase organic
food. In this study, subjective norms can explain more variance than
the other two predictors in predicting Chinese consumers’ purchasing
intentions of organic food. This key finding provides essential
managerial implications to the marketers in this industry. This study
provides a theoretical framework for understanding Chinese
consumers’ purchasing intention of organic food. It was found that
consumers’ attitudes towards organic food, subjective norms, and
perceived behavioral control have a positive association with
purchasing intention. In present study, subjective norms can explain
more variance than the other two predictors, therefore, it can be seen
as the most important predictor in explaining Chinese consumers’
purchasing intentions of organic food.
Keywords: Organic Food, Theory of Planned Behavior, Chinese
Consumers, Inentions to Purchase

1. Introduction
With the rapid economic development in these years, market for
organic food in China has been increasing significantly, making China
the fourth place in world ranking of organic market. China suffers
severe environmental pollution due to unregulated industrial growth in
the past few decades. In addition, several food scandals have aroused
enormous mistrust in food safety among Chinese consumers.
Consumers perceive food with organic labels to be healthier than
conventional food. (Grankvist & Biel, 2001) Therefore, Organic food
* Department of Business Management, Chonbuk National University,
Korea.
** School of foreign languages, Shandong Normal University, China.

known as natural, free from contamination, and carrying no additional
risk of food poisoning, have captured more attention in China.
We applied Ajzen’s (1991) theory of planned behavior (TPB)
model as the theoretical framework, aiming to explain Chinese
consumers’ acceptance and purchasing intentions of organic food. The
objective of this research is to test the ability of TPB constructs
(attitude, subjective norms and perceived behavioral control) to predict
behavioral intentions of Chinese consumers to purchase organic food.

2. Literature Review
2.1. The theory of planned behavior (TPB)
The theory of planned behavior (TPB), developed from Theory of
Reasoned Action (TRA), is a prevalent theory that explains the
motivational inﬂuences on individual behavior. This approach has been
widely used to predict the behavioral intentions and actual behavior
of a person (Ajzen & Fishbein, 1980; Madden et al., 1992). TPB
further expands TRA by considering the factor of Perceived
Behavioral Control, in addition to individual attitude toward particular
behavior and the subjective norms of social pressure with regard to
that behavior (Ajzen & Fishbein, 1980). TPB has been widely applied
in the research area of consumer behavior.
TPB was found to be a prevailing model by many researches in
food-related behavior (Sparks et al., 1995). According to Casper
(2007), when applied in a continuing education setting, the theory of
planned behavior can modify people’ s practice behavior much like it
does people’s behavior in other settings. The theory of planned
behavior can improve and may be well suited to continuing education
in that area. In the context of organic food, Arvola et al. (2008)
used TPB to predict intention to purchase organic food, and their ﬁ
ndings suggested that attitude and subjective norms are able to
explain variance in purchase intention. An empirical research by
Vermeir and Verbeke (2008) applied TPB in investigating the
determinants of sustainable food consumption intentions among young
adults in Belgium. They found that about 50% of the variance in
consumers’ purchase intention was explained by TPB.
TPB is chosen as the theoretical basis in this study due to its
robustness in predicting consumer behavior in various studies
(Kalafatis et al., 1999). Three predictors of behavioral intention–
attitude (ATT), subjective norms (SN), perceived behavioral control
(PBC) based on TPB are discussed below.
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2.2. Attitude (ATT)
According to Ajzen and Fishbein (1980), people are more likely to
engage in that behavior when a person's attitude towards a particular
behavior is favorable. Many studies indicated that the more favorable
the attitude, the greater the purchase intention (Van Loo et al., 2013;
Kim & Chung, 2011; Tarkiainen & Sundqvist, 2005). For example,
Tarkiainen & Sundqvist (2005) proved that consumers' attitude could
predict intentions to buy organic food using a modiﬁed TPB model.
Another study by Van Loo et al. (2013) also showed a positive
association between attitude and the frequency of purchasing and
consuming organic yogurt. Therefore, we hypothesize the following
relationship between attitude and intention to purchase organic food
as follow:

intention is to some extent more strongly related to the determinants
than actual behavior. Furthermore, the measurement of the level of
actual behavior is somewhat difficult to achieve. (Schuitema et al.
2013). Therefore, the present study applies behavioral intention to
predict Chinese consumers’ actual purchasing behavior.
Taylor and Todd (1995) suggested support for a positive
relationship between control and behavioral intentions. Past researchers
have found that perceived behavioral control signiﬁcantly inﬂuences
the purchase intention of organic products (Chen, 2007; Gracia & de
Magistris, 2008; Kim & Chung, 2011). To summarize, the
relationship between the role of perceived behavioral control and
behavioral intention has been tested theoretically and empirically.
H3: Perceived behavioral control positively influences Chinese
consumers’ intentions to purchase organic food.

H1: Attitude towards organic food positively influences Chinese
consumers’ intentions to purchase organic food.

3. Research Methods
2.3. Subjective norms (SN)
3.1. Data collection
Subjective norms are associated with one's perceived social
pressure to engage in particular behavior (Ajzen and Fishbein, 1980).
In other words, consumers’ behaviors and intentions may be
influenced by their family, friends, and other people’s beliefs towards
certain behavior. In this study, people’s intentions to purchase organic
food tend to be influenced by others approve or disapprove of
purchasing organic food. Teng and Wang (2015) suggested that
consumers tend to have positive purchase intentions of a product if
they perceive that people who are important to them have positive
attitudes and opinions on this product. Tarkiainen and Sundqvist
(2005) also emphasized the importance of subjective norms in
predicting repurchase intentions. According to Griskeicius et al.
(2010), social status was found to be the most important factor inﬂ
uencing environmentally friendly purchases. Previous studies have also
identiﬁed that subjective norms have a signiﬁcant positive relationship
with organic food purchasing intention (Al-Swidi et al., 2014; Chen,
2007; Smith & Paladino, 2010).
H2: Subjective norms positively influence Chinese consumers’
intentions to purchase organic food.

Data was collected through a questionnaire survey method to test
the above hypotheses. The online questionnaire was distributed to
Chinese consumers in major cities of China and abroad through
Email. The respondents may be appropriate for this study because
respondents can represent a diverse Chinese population across
demographic and socioeconomic strata.
Data for the study was gathered from February 10 to March 21,
2018. Respondents were asked to fill out a questionnaire voluntarily
and send it back by Email. In total, 400 questionnaires were
distributed through Email, after data screening for missing values,
incomplete observations and outliers, 265 valid responses were used
for this analysis. All survey questions were originally written in
English and translated into Chinese. The translation and
back-translation method were utilized to ensure the accuracy of
translation.
The majority of respondents are females, which is consistent with
Yiridoe et al. (2005)’s research suggesting women are more health
conscious about the implications of chemical residues and
preservatives in products. Therefore, women tend to consume more
organic products than men.

2.4. Perceived behavioral control (PBC)

3.2. Measures
Perceived behavioral control refers to one's perceived ease or
difficulty of performing the particular behavior. (Azjen, 1991) It is
assumed that perceived behavioral control is determined by the total
set of accessible control beliefs. This factor also tends to affect the
actual behavior directly, not only behavioral intentions (Ajzen and
Fishbein, 1980). Madden et al. (1992) also assumed that perceived
behavioral control motivates an individual's behavioral intentions and
actual behavior as well. Ajzen (1991) suggested that behavioral
intention is the immediate determinant of actual behavior, and when
an appropriate measure of intention is achieved, it will provide the
most accurate prediction of behavior. This indicates that behavioral

The total of four factors were measured using measurement items,
which were adapted from previous researches. Attitude towards
purchasing organic food was measured with five items from Bansal
and Taylor (2002). Subjective norms were measured through items
from Chen (2007); Teng and Wang (2015). The measurement items
for perceived behavioral control were derived from Chen (2007). The
items used to test Chinese consumers’ behavioral intentions to
purchase organic food were derived from Bredahl (2001) and
Davidow (2003). Five-point Likert scales (1=strongly disagree to
5=strongly agree) were used to measure the items.
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4. Results and Conclusions
To examine the above hypotheses, structural equation model (SEM)
on purchasing organic food was tested using the software package
SPSS and AMOS. To follow the two-stage analytical procedures
recommended by Anderson and Gerbing (1988), in the ﬁrst stage, the
measurement model was evaluated to assess the convergent validity
and discriminant validity. Next, the structural model was evaluated to
test the hypotheses.

4.1. Measurement model
Composite reliability (CR) was calculated using the procedures
provided by Fornell and Larcker (1981). All the values of CR were
above the threshold of 0.70 (Chin, 1998). They were in the range of
0.789 to 0.933, demonstrating a high level of internal consistency of
items.An average variance extracted (AVE) value of at least 0.50
indicates that a latent variable is on average able to explain more
than half of the variance of its indicators (Hair et al., 2014). In
Table1, the values of average variance extracted (AVE) ranged from
0.562(perceived behavioral control) to 0.776(Attitude), all of them are
above 0.50. Therefore, the measurement model achieved an adequate
and satisfactory convergent validity.
Discriminant validity was examined according to Fornell and
Larcker (1981). Table 2 shows that all Square roots of the AVE (on
the diagonals in bold) were greater than correlations between
constructs (on the corresponding row and column), suggesting that
discriminant validity was achieved because each reﬂective construct
related more strongly and closely to its own indicators than to others.
This indicates a satisfactory level of discriminant validity. Next, the
structural model assessment was discussed.

4.2. Structural model
Structural equation model (SEM) was conducted to test the
hypotheses to determine the relationship between TPB independent
variables (ATT, SN and PBC) and purchasing intentions.
As can be seen in Table 3, the results of estimating the research
model revealed that attitude towards organic food has a positive eﬀ
ect on purchasing intention of organic food, plus this effect is
statistically significant. (p<0.01) Therefore, H1 is supported. As shown
in Table 3, subjective norms (p<0.005) and perceived behavioral
control (p<0.001) also positively influence purchasing intention of
organic food.
Model fit of research model suggested that the research model
provided an acceptable to good ﬁt to the data. (Normed
Chi-square(X2/DF) =2.438, GFI=0.919, AGFI=0.876, RMSEA=0.075,
CFI=0.958, TLI (NNFI) =0.958)

4.3. Discussion and implications
This study provides a theoretical framework for understanding
Chinese consumers’ purchasing intention of organic food. It was
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found that consumers’ attitudes towards organic food, subjective
norms, and perceived behavioral control have a positive association
with purchasing intention. In present study, subjective norms can
explain more variance than the other two predictors, therefore, it can
be seen as the most important predictor in explaining Chinese
consumers’ purchasing intentions of organic food. This key finding
provides essential managerial implications to the marketers in this
industry. Marketers can promote and strengthen the good-for-healthy
images of organic food through TV commercials or newspapers. In
addition, marketers can utilize Internet to target online health-related
communities or opinion leaders who are concerned with food safety
and health issues to create positive word of mouth towards organic
food.
Chen, M.-F. (2007). Consumer attitudes and purchase intentions in
relation to organic foods in Taiwan: moderating eﬀects of food-related
personality traits. Food Qual. Prefer., 7(18), 1008–1021.
As the country with the largest Internet user base, China has been
experiencing the Internet prosperity from nearly ten years ago.
According to a research, Internet users from China spend at least
40% of their daily time online, particularly on social media sites.
And this number is still rising rapidly due to the widespread of
Wi-Fi system. This phenomenon impels marketers to put more efforts
understanding how to use social media to reach their target audience.
Opinion leaders on the main SNS channels can be helpful in building
positive word of mouth and trustworthy image of organic food.
Along with the growing trend of e-commerce, more online food
retailers provide fresh vegetables and fruits delivery services, some of
them have contracts with public institutions like schools, hospitals and
companies. Another advantage of utilizing e-commerce lies on that
consumer’s behavioral intention can be generated directly into actual
purchasing behavior.
In addition, many researchers have conﬁrmed that attitude towards
a particular action can signiﬁcantly and positively aﬀect one’s
purchasing intention. Chinese market has a huge potential for
development of organic products, however it still fails to meet 30%
of the domestic demand. This can be partly attributed to lack of
confidence to food safety and unaffordable prices of organic products.
Marketers can strengthen consumer conﬁdence by oﬀering organically
authorized certiﬁcations and packages to evoke positive attitude
towards organic food.
Finally, organic food should be reasonably priced, and the diﬀ
erences in prices between organic food and traditional food should be
specifically explained to consumers to build consumer trust. Marketers
can even oﬀer discounts occasionally or other promotion activities to
increase consumers’ purchasing intentions.
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The Image Effect on Chinese Customers’ Intention to Visit Korea
for Medical Tourism
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Abstract
This research is to estimate the effect of image on Chinese
customers when they selecting Korea as the medical destination. We
propose a research model to explain the relationships of factors of
medical image, travel image (cognitive image and emotional image),
country image, and intention to visit Korea. Especially, it is to verify
the moderating role of country image in the destination choice
process. With 485 useful data collected from China, results indicate
that medical image and emotional image are the important predictors
of visit intention. Results also indicate that country image works as a
moderator in the relationships between medical image and visit
intention. This study is helpful the managers to develop marketing
strategies of medical tourism in Korea.
Keywords: Medical Image, Cognitive Image, Emotional Image,
Country Image, Visit Intention.

1. Introduction
With the rapid development of economy and globalization in
China, higher quality life and health care are becoming more and
more important for general Chinese customers. Although the medical
technology level in China ranked as No. 5 in 2016, followed by the
US, the EU, Japan, and Korea (Kim, 2016), medical services are still
relatively underdeveloped (Yoon, 2017). Thus, Chinese customers
prefer to select better medical services abroad. One of the most
popular destinations is Korea.
According to In, Min, and Lee (2012), on May 1st, 2009, Korea
implemented the medical law revision. With the support of Korean
government, medical tourism has become as a competitive industry
with high value, and medical institutions could proceed legally for
attracting foreign patients. Since then, the market of medical tourism
grows rapidly. In 2016, there were 364,189 customers for medical
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Business, Konkuk University. Korea.
Tel: +82-2-450-4048. Email: lipeishan@konkuk.ac.kr
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care in Korea, 22.7% increase as compared with 2015. The number
of foreign patients grew 29.3% annually from 2009 to 2016. The
medical revenues increased from 54.7 billion won in 2009 to 860.6
billion won in 2016, 28.6% per year over the last 7 years. Among
the foreign customers Chinese patients are the most important
contributors for the development of medical tourism in Korea.
Chinese customers prefer Korea as the medical destination due to
the geographical distance, cultural consensus, the level of medical
technology, equipment advancement, and the general medical services
(Kang, 2007; Kim, 2009; Shin & Cho, 2016; Zhang & Lee, 2017).
However, some scholars emphasize that image is the more important
predictor for customers to make a choice decision (Kang, 2007; Oh,
2009). It is because customers are difficult to evaluate the medical
elements such as medical technology and equipment advancement.
They would compare the culture or economy differences between the
destination and their home country to make a decision. Scholars such
as Ahn (2005), Kim and Chang (2009), and Um and Lee (2012)
supported their opinions and indicated that such image can be
constructed as country image. Lee, Kang, and Lee (2017) have
studied the moderating role of country image on destination’s visiting
intention when travelers make a decision. Moreover, they suggest that
customers’ decision also vary depending on the emotional image, but
they failed to provide evidences. Currently, Turner (2007) emphasized
that the image of health care is becoming more important in the
medical destination choice process. However, little research has
focused on image to estimate its effects on customers’ visit intention
to have a medical treatment empirically.
The purpose of this study is to estimate how image influences
Chinese customers’ intention to visit Korea for medical tourism.
Especially, it is to explore three dimensions of image, medical image,
tourism image, and country image effects on the decision-making
process. Interaction effects of country image are considered.

2. Methodology
The survey was conducted online in China from 1 October to 5
November, 2017. There were 498 respondents who prefer to answer
the questionnaires. Excluding those with lower reliability, 485
(97.39%) questionnaires were used to confirm the relationships of
factors that may influence visit intention for medical tourism in the
research model.
The frequency analysis would be used to estimate the descriptive
statistics of the respondents. The factor analysis and reliability
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analysis would be used to confirm the problems of the questionnaires.
Finally, regression analysis would be used to explain the effects of
image on Chinese customers’ behavior.

3. Results
With the regression analysis, interesting results can be proposed as
follows.
First, medical image is proposed to be the important predictor of
visit intention for medical tourism. And so do the emotional image
and cognitive image.
Second, country image would play a critical moderating role when
medical or travel image affects visit intention.

4. Conclusion
This study is to estimate the effect of image on Chinese
customers’ visit intention of medical tourism in Korea. With the
evidences from native Chinese customers, we would find that medical
image and travel image may have significant impacts on their
intention for visiting Korea. Thus managers in Korea should consider
the importance of both images for attracting Chinese customers.
Moreover, country image may play an important moderating role in
the relationship between medical or travel image and visit intention.
In other words, country image can increase the impact of medical or
travel image on visit intention. Therefore, marketers should consider
strategies to prove Korea image. Korea wave and K-pop may be the
good ideas which may be helpful for enhancing the competitive of
medical tourism industry.
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Abstract
The cultural industry is treated as the sunrise industry in modern
society. It has taken an increasing role in promoting economic
growth. Due to this, this paper attempts to explore the dynamic
relationship between cultural industry and economic growth. On the
grounds of Cobb-Douglas production function, the cultural industry is
regarded as a determinant such as labor and capital to impact
economic growth. Meanwhile, the quarterly datum form the first
quarter of 2000 to the fourth quarter of 2017 are employed to
conduct an empirical analysis under the vector error correction model.
The GDP is treated as an independent variable. The capital input, the
labor input and the total output of cultural industry are treated as
dependent variables. Furthermore, a menu of statistic approaches such
as the co-integration test, the Granger causality test, the impulse
response function and so on will be used to testify the dynamic
relationship between cultural industry and economic growth. Via the
Johansen co-integration test, the results report that the cultural
industry has a positive effect on economic growth. Through the
vector error correction estimation, the results also report that the
cultural industry also has a positive effect on economic growth, but
less than that of the Johansen co-integration test. This paper provides
a view that the cultural industry is a kind of a determinant to
promote economic growth. Therefore, the China’s government should
pay much attention to the cultural industry construction.
Keywords: Cultural Industry, Economic Growth, Cobb-Douglas
Production Function, Vector Error Correction Model.

1. Introduction
The cultural industry is a product or service that is based on the
culture of a civilization, nation, society, group or place. Often, it is
treated as a sunrise industry in modern society. As the cultural
industry construction expansion, it has made a great contribution to
economic growth. Therefore, a menu of countries have attached great
importance to the cultural industry.
The cultural industry is centered on the creation of cultural
* Dept. of International Trade, Chonbuk National University, Korea.
Tel: +82-63-270-2114. E-mail: 1293647581@jbnu.ac.kr

content. It is a kind of economic form that provides cultural products
and cultural services on a large scale through market-oriented and
industrialized organizations. It is characterized by the combination of
culture and economy, with the aim of meeting people's cultural needs
and emphasizing the core of promoting social benefits by using
economic benefits. The Cultural industry has become an important
means to promote the optimization and adjustment of economic
structure. At the same time, it has provided economic and cultural
foundation for broadening the channels of employment and actively
participating in international cultural competition. At present, compared
with developed countries, the China's cultural industry has a potential
demand for mass culture. In contrast, it has a great potential for
development. China has a vast domestic demand market, which
provides a strong guarantee for the development of the cultural
industry. Meanwhile, the classical Chinese traditional culture has
become more and more influential in the world, and the
communication between China and world has been expanding day by
day. For a long time, the situation of parallel disjunction between
culture and economy has gradually changed, and the concept and
pattern of mutual promotion of common growth between culture and
economy are gradually taking shape.
The objective of this paper is to explore the dynamic relationship
between cultural industry and economic growth. On the grounds of
Cobb-Douglas production function, the cultural industry is regarded as
a determinant such as labor and capital to impact economic growth.
Meanwhile, the quarterly datum form the first quarter of 2000 to the
fourth quarter of 2017 are employed to conduct an empirical analysis
under the vector error correction model. The GDP is treated as an
independent variable. The capital input, the labor input and the total
output of cultural industry are treated as dependent variables.
Furthermore, a menu of statistic approaches such as the Augmented
Dicky-Fuller test, the co-integration test, the Granger causality test,
the vector error correction estimation, the impulse response function
and the variance decomposition will be used to testify the dynamic
relationship between cultural industry and economic growth. The
findings of this paper exhibit that both in the long run and short run,
the cultural industry has a positive effect on economic growth.
However, the performance of cultural industry to drive economic
growth is more significant than that of long-run performance.
Furthermore, this empirical evidence provides a suggestion that the
China’s government should spare no effort to expanse the cultural
industry construction.
The rest of this paper will be organized as follows. Section 2
presents the literature review which is a conclusion of the previous
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studies so as to make a distinction between this paper and others.
Section 3 reports the methodology which is treated as a base for this
paper. Section 4 exhibits the empirical analysis which provides
theoretical evidence for this paper. Section 5 presents the conclusion
which is regarded as a summary of this paper.

2. Literature Review
The cultural industry is not merely the concentrated reflection that
culture and economy lend each other, but also it is a new growth
engine. In the last twenty year, due to the huge improvement of
people’s material life, more focuses have been transferred to the
importance of cultural industry, especially, the relation between
cultural industry and economic growth. For this proposition, a large
number of scholars have regarded the cultural industry as a driving
factor of economic growth and attempted to exploit the relationship
between both of them.
Jiang (2009) employs the endogenous growth theory and the data
of the 14 cities in Yangtze River Delta Area from 1992 to 2006 to
conduct an empirical analysis on the relation between cultural industry
and economic growth, as well as the operation mechanism of cultural
industry's growth effect. He finds that there is a significant positive
relationship between the development of cultural industry and
economic growth in this area. Based the industrial structure
optimization perspective. Cai (2010) finds that the cultural industry
not only has a direct effect on economic growth, but also it has an
indirect effect on economic growth. His findings show that the
cultural industry has a strong diffusion effect, which is conducive to
the optimization of industrial structure and has a significant power of
pushing economy development. Due to the culture industry as a new
sunrise industry, Li, Fang and Wang (2010) find that the contribution
of cultural industry to economic growth is significant. Chen, Li &
Gong (2010) set China’s Hunan province as an example to analyze
the impact of cultural industry on Hunan’s GDP. They find that 1%
increase in the added value of cultural industry will result in 0.62%
increase in Hunan’s GDP.
Li and Liu (2011) analyse the effect of cultural industry on
economic growth by method of gray correlation degree. They use the
same method to analyze the effect of cultural industry on three main
industries and compare the different effects on GDP from the core
layer, the outer layer, the relevant layer of cultural industry. Their
findings show that the cultural industry has great impact on economic
growth. The cultural industry have tremendous influence on the
tertiary industry. The relevant layer of cultural industry has the
greatest effect on economic growth. Chen and Wang (2011) treat
China’s Guangdong province as an example and attempt to analyze
the impact of cultural industry and economic growth in terms of the
input and output. They find that the influence coefficient of
Guangdong's cultural industry is high. However, the sensitivity
coefficient of Guangdong's cultural industry is low. The cultural
industry plays an important role in Guangdong's economic growth,
but it has not become a key sector of Guangdong's economic growth.
Meanwhile, Zheng (2012) also sets Zhejiang province as study object.

He finds that the cultural industry of Zhejiang province has a good
correlation and ripple effect, which can drive the development of
related industries. The development of cultural industry in Zhejiang
province heavily depends on the cultural manufacturing industry.
However, its products’ added value is not so significant. Therefore, it
is quite important to adjust the structure from cultural manufacturing
to high-value-added cultural and creative industries. He also finds that
the promoted-effect of cultural industry on economic growth is much
greater than that of economic growth on cultural industry.
Panagiotis and Pantelis (2013) divide the cultural background
variables into two main groups. They are the efficiency orientation
variable and the social orientation variable. They formulate the
hypothesis that within the well-known growth framework efficiency
orientation variables significantly affect economic growth, while the
social orientation influences are not predicted in principle. Their
findings confirm that the cultural background positively affects annual
growth rates. However, the social orientation plays the main positive
role. Furthermore, performing a sensitivity analysis on the cultural
background, their conclusions confirm that the cultural background has
a strong interpretive role in annual growth rates. The deterioration of
the social orientation cultural background negatively affects annual
GDP growth. Ager and Brückner (2013) find that increases in cultural
fractionalization significantly increase output, while increases in
cultural polarization significantly decrease output.
International experts agree that the cultural action is an effective
factor for social and economic integration, a genuine way of
promoting territorial cohesion and engine for local development. Bălan
and Vasile (2015) have a try to describe the influence of culture on
the economy. They regard the culture as an economic asset such as a
type of capital culture. They present an analysis of the impact on
economic development, at the national level and for development
regions, of cultural factors and creative sectors in Romania. Both the
direct effects (turnover generated by the creative and cultural sectors,
their contribution to Romania's GDP, their growth rate, the number of
people employed in these sectors) and indirect effects
(interdependencies with the information and communication
technology, attracting investment and tourism development) of culture
on economic development are analyzed. Rushton (2015) treats the art
policy as a cultural factor that affects economic growth. He finds that
the public investments in the arts can spur local economic
development. Vasile and Begalli (2015) analyze the antithesis between
some of the cultural models and the economic structures and their
implications on changing the economic paradigms and assuring high
degrees of economic competitiveness and social inclusion by looking
for ways on synchronization. Nagimova, Zainullina, and Bulatov
(2015) figure that the cultural industry is a vital factor that promotes
the economic growth. Efentaki and Dimitropoulos (2015) identify
Greek folk-dance characteristics as intangible cultural activities
attracting tourists, as an alternative form of tourism, and to
investigate the potential impact of Greek folk-dance on the economic
development of the tourism industry.
Boccella and Salerno (2016) draw a clear picture of creative and
cultural industries and of the creative economy, as driving factors of
economic growth and local development. Piuchan, Chan and Kaale

Yugang He / 14TH INTERNATIONAL CONFERENCE 317-324

(2017) investigate the economic and socio-cultural impacts from the
burgeoning mainland Chinese tourists on Hong Kong residents. Their
results show that the socio-cultural aspects are reported negatively
with regard to culture, shopping and dining, and transportation but
conversely, it has a positive impact on education and infrastructure.
The economic aspect shows that residents accept and appreciate the
economic benefits bring by the inflow of mainland Chinese tourists.
Ochoa and Ramírez (2018) create a theoretical model that offers
empirical evidence to explain the possibilities of growth and
consolidation of spatial agglomerations endogenously from the
endogenous growth theory to explain the emergence and consolidation
of the Architecture Cluster at the Toronto Central Metropolitan Area
in Canada. They test the hypothesis that cultural industries improve
the development of the regional and local economy. The premise is
to model accurate evidence that explains the importance of culture in
relation to the generation of value and economic development.
In summary, the previous studies listed above analyze the impact
of a component of cultural industry on economic growth. In this
paper, the cultural industry which is measured by the total output of
it is regarded as a driving factor of economic growth. Further more,
this paper also attempt to exploit the short-run and long-run dynamic
relationship between cultural industry and economic growth.

3. Theoretical Framework
The Cobb-Douglas production function is originally created by the
United States mathematician C.W. Cobb and the economist Paul H.
Douglas to explore the relationship between inputs and outputs. It is
an improvement of the general form of production function that
introduces the technical factor. It is a kind of economic mathematical
model that is used to predict the production of a country and
region’s industrial system or analyzed the production path. Often, this
kind of economic mathematical model is called the Cobb-Douglas
production function. It is the most widely used form of production
function in economics, and it plays an important role in the
mathematical economics and econometrics’ research and application.
Based on historical data, they study the effects of United States’
capital and labor on production from 1899 to 1922. They find the
relationship between labor and capital in terms of output and input
under the constant technical economy condition. However, it is
difficult to reflect the impact of technological progress on the output
of Cobb-Douglas production function because A is treated as a
constant. More importantly, in the Cobb-Douglas production function,
if any kind of input is zero, the output will be zero. Therefore, for
the production, each factor of production is necessary, and no one
can be entirely replaced by another kind of element.
In economics and econometrics, the Cobb-Douglas production
function is a special form of the production function, which is widely
used to represent the technological relationship between the amounts
of two or more inputs (particularly physical capital and labor) and
the amount of output that can be produced by those inputs.
In its most standard form for production of a single good with
two factors, the general form of the function gives:

Y = A(t ) Lα K β µ
Where

A(t )
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(1)

represents productivity, a variable that can be

interpreted as the level of general knowledge about the “arts” of
production available in an economy. Y

denotes the product. L

denotes the labor input. K denotes the capital input. β

is the

elasticity of the level of production with respect to capital; β can
also be thought of as the level of participation of capital in the
productive process, whereas α will be the level of participation of
labor. µ is the stochastic disturbance.
On the basis of equation (1), the determinants of output are the
capital input, the labor input and the level of general knowledge
about the “arts” of production available in an economy. Due to the
combination of α and β , it can be expressed into three forms.
If α + β = 1 , the Cobb-Douglas production function exhibits the
constant return to scale.
If α + β > 1 , the Cobb-Douglas production function exhibits the
increasing by a factor of time.
If α + β < 1 , the Cobb-Douglas production function responds to
the deceasing return-to-scale case.
The term culture industry (German: Kulturindustrie) is coined by
the critical theorists Theodor Adorno (1903-1969) and Max
Horkheimer (1895-1973), and is presented as critical vocabulary in
the chapter "The Culture Industry”. According to international
organizations such as United Nations Educational, Scientific and
Cultural Organization and the World Trade Organization, the cultural
industry (sometimes also known as "creative industry") combines the
creation, production, and distribution of goods and services that are
cultural in nature and usually protected by intellectual property rights.
More widely, the cultural industry includes textual, music, television,
and film production and publishing, as well as crafts and design. For
some countries, architecture, the visual and performing arts, sport,
advertising, and cultural tourism may be included as adding value to
the content and generating values for individuals and societies. They
are knowledge-based and labour-intensive, creating employment and
wealth. By nurturing creativity and fostering innovation societies will
maintain cultural diversity and enhance economic performance. Owing
to its definition, the cultural industry can be treated as an input
element to impact the economic growth such as the capital input and
the labor input.
In this paper, the cultural industry which will be regarded as an
input element to impact the economic growth, will be added into the
Cobb-Douglas production function so as to make the dynamic
relationship between cultural industry and economic more clear.
The new Cobb-Douglas production function with the element of
cultural industry gives:

Y = A(t ) Lα K β CI γ µ

(2)

Where Y , A(t ) , L , K , α and β are the same as the equation
(1) mentioned. CI represents the input element of cultural industry.
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γ represents the output elasticity of cultural industry.
Conducting the logarithm on the both sides of equation (2) gives:

employed.
The model ① gives:
m

log Y = log A(t ) + α log L + β log K + γ log CI + μ

ΔYt = δYt −1 + ∑ β i ΔYt −1 + ε 1t

(3)

(5)

i =1

More generally, the equation (3) can be rewritten:

The model ② gives:

log Yt = C + α log Lt + β log K t + γ log CI t + μ t

(4)

m

ΔYt = α + δYt −1 + ∑ β i ΔYt −1 + ε 2t

(6)

i =1

Where C denotes the constant. The equation (4) is called the new
Cobb-Douglas production function with the element of cultural
industry. According to the value of γ , the relationship between
cultural industry and economic growth can be confirmed. If γ > 0 ,
there will be a positive relationship between cultural industry and
economic growth. Conversely, If γ < 0 , there will be a negative
relationship

between

cultural

industry

and

economic

growth.

The model ③ gives:
m

ΔYt = α + βt + δYt −1 + ∑ β i ΔYt −1 + ε 3t

(7)

i =1

Where Y represents four variables. α represents the constant. Δ
represents the difference operator. βt represents the trend term. ε t

Meanwhile, if γ = 0 , there will be no relationship between cultural

represents the white noise.

industry and economic growth.

The null hypothesis that H 0 : δ = 0 means that the unit root exists,
which reports that the variable is non-stationary. The alternative
hypothesis that H 1 : δ ≠ 0 means that the unit root does not exist,
which reports that the variable is stationary. As long as one of the
results from any model rejects the null hypothesis, the variable can
be considered stationary. The results of Augmented Dicky-Fuller test
show in <Table 2>.

4. Empirical Analysis
4.1. Data Description
In this paper, there are four variables (GDP, capital input, labor
input and total output of cultural industry). The GDP is treated as an
independent variable. The capital input, the labor input and the total
output of cultural industry are treated as dependent variables. All of
them are sourced from the National Bureau of Statistics of the
People’s Republic of China and the China’s year book. The quarterly
datum from the first quarter of 2000 to the fourth quarter of 2017
are employed. For purpose of leaving the outliers out and zooming
the heteroscedasticity out, all variables are taken logarithm. In order
to be seen more intuitive, all variables will be shown in <Table 1>.
Table 1. Variable Description
Variable

Logarithmic
Form

GDP

log GDP

capital input

log K

labor input

log L

Cultural
industry

log CI

Definition

Source

National Bureau of Statistics of
the People’s Republic of China
Total input of National Bureau of Statistics of
capital
the People’s Republic of China
Employment National Bureau of Statistics of
figure
the People’s Republic of China
Total output of
China’s year book
cultural industry
Real GDP

4.2. Unit Root Test
Before conducting regression analysis, all variables should be kept
stationary so as to avoid the spurious regression. At present, there are
a quantity of technical methods to testify the stationarity of a
variable. In this paper, the Augmented Dicky-Fuller test will be

Table 2. Unit Root Test
Variable

t-Statistic

log GDP
log L
log K
log CI
Δ log GDP
Δ log L
Δ log K
Δ log CI

-1.366

1% test 5% test 10% test
Result
critical critical
critical Prob.
value
value
value
-3.533 -2.906
-2.591 0.594 Non-rejected

-2.570

-3.527

-2.904

-2.589

0.104 Non-rejected

-0.809

-3.533

-2.906

-2.591

0.810 Non-rejected

-1.202

-3.533

-2.906

-2.591

0.669 Non-rejected

-10.896

-3.529

-2.904

-2.590

0.000

Rejected

-4.381

-3.540

-2.909

-2.592

0.001

Rejected

-3.020

-3.533

-2.906

-2.591

0.038

Rejected

-16.697

-3.529

-2.904

-2.590

0.000

Rejected

Note: Δ denotes the first difference operator.

<Table 2> exhibits the results of unit root test. The null
hypothesis that a variable has unit root is non-rejected at its level.
Namely, all of them are non-stationary at their levels. However, after
performing the first difference, the null hypothesis that a variable
does not have unit root is rejected at 5% significant level. In other
word, all of them are stationary at 5% significant level. In summary,
all of them are the process of I (1) . Therefore, a co-integration test
needs to be conducted to confirm the long-run relationship among
them.

4.3. Co-integration Test
At present, the most commonly used methods to conduct a
co-integration are the Engle-Granger two-step-method and the
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Johansen co-integration test. Due to that the Johansen co-integration
test can process more variables’ co-integration relationship than that
of the Engle-Granger two-step-method, the Johansen co-integration test
will be employed in this paper to conduct a co-integration

bring about 0.413% decrease in log K . This result matches the real
situation (focus on cultural industry construction, labor intensive and
foreign investment expansion) of China.

relationship among log GDP , log L , log K and log CI . The results

4.4. Granger Casualty Test

of Johansen co-integration test exhibit in <Table 3> and <Table 4>.
The vector auto regression model aims to interpret that a change
of a variable will be restricted by itself and other variables’ past
performance. However, a menu of variables exist the interacted
relationship. Namely, the past value of a variable will be affected by
the current value of another value or the past values of them will be
affected by the current value of them. The Granger casualty test
provides a method to test the casualty among them.
For two variables X and Y , the model of the Granger casualty
test gives:

Table 3. Unrestricted Cointegration Rank Test (Trance)
Hypothesized
No. of CE(s)

Eigenvalue

Trace
Statistic

0.05
Critical Value

r = 0*

0.987

332.223

47.856

0.000

r ≤ 1*
r ≤ 2*
r ≤ 3*

0.201

30.724

29.797

0.039

0.150

15.227

15.495

0.055

0.056

3.992

3.841

0.046

Prob.**

Note: 1) Trace test indicates 2 cointegrating eqn(s) at the 0.05 level.
2) *denotes rejection of the hypothesis at the 0.05 level.
3) **Mackinnon-Haug-Michelis (1999) p-values.
Table 4. Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized
No. of CE(s)

Eigenvalue

r = 0*

r =1
r=2
r =3

m

m

i =1

i =1

m

m

i =1

i =1

Yt = α + ∑ β i Yt −i + ∑ α i X t −i

0.987

Max-Eigen
Statistic
301.498

0.05
Critical Value
27.584

0.201

15.497

21.132

0.256

0.150

11.235

14.265

0.143

0.056

3.992

3.841

0.046

(9)

X t = γ + ∑ γ i Yt −i + ∑ λi X t −i

Prob.**

(10)

0.000

Note: 1) Max-Eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level.
2) *denotes rejection of the hypothesis at the 0.05 level.
3) **Mackinnon-Haug-Michelis (1999) p-values.

The Granger casualty test is performed via the restricted F-test. If
the the statistic value of F-test is greater than the 5% critical value,
the null hypothesis that the casualty relationship dose not exist will
be rejected. The results of Granger casualty test show in <Table 6>.
Table 6. Pariwise Granger Causality Tests
lags

The null hypothesis that the co-integration relationship among them
does not exist is non-rejected when the value of trace and Max-Eigen
statistic is less than 5% critical value. <Table 3> and <Table 4>
report that the null hypothesis that the co-integration relationship
among them does not exist is rejected because the value of trace and
Max-Eigen statistic is greater than 5% critical value. In short, it can
be confirmed that the co-integration relationship among them exists.
And <Table 5> shows the coefficients of co-integrated equation.

5

5

Table 5. Coefficients of Co-integrating Equation
Variable

log GDP

log CI

log L

log K

Normalized
co-integrating
coefficients

1.000

0.555
(0.050)

6.086
(1.284)

-0.413
(0.051)

5

Null Hypothesis

log CI does not Granger Cause
log GDP
log GDP does not Granger Cause
log CI
log K does not Granger Cause
log GDP
log GDP does not Granger Cause
log K
log L does not Granger Cause
log GDP
log GDP does not Granger Cause
log L

Obs F-Statistic Prob.

Result

3.115

0.015

Rejected

0.866

0.510 Non-rejected

3.107

0.015

Rejected

4.571

0.001

Rejected

1.562

0.186 Non-rejected

0.181

0.967 Non-rejected

67

67

67

Note: Standard error in parentheses.

log GDPt = 0.555 log CI t + 6.086 log Lt − 0.413 log K t

(8)

Equation (8) indicates the long-run relationship among log GDP ,
log L , log K and log CI . It can be conclude that the log CI and

the log L has a positive effect on log GDP . the log K

has a

negative effect on log GDP . More specifically, 1% increase in log CI
will result in 0.555% increase in log GDP . 1% increase in log L
will lead to 6.086% increase in log GDP . 1% increase in log K will

<Table 6> reports the results of Granger casualty test. There is an
unidirectional causality relationship from log CI to log GDP . It means
that the past value of log CI can be used to predict the value of
log GDP . However, the past value of log GDP can not be used to
predict the current value of log CI ; There is a bilateral causality
relationship between log K and log GDP . It means that the past
value of log K and log GDP can be used to predict the current value
of log K and log GDP respectively; There is no causality relationship
between log L and log GDP . It means that the past value of log L
and log GDP can not be used to predict the current value of log L
and log GDP respectively. This sector is also in keeping with the
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co-integration test.

system is deviate from the long-run equilibrium state in the short run,
there will be a adjusting mechanism that can make the short-run
deviation back to the long-run equilibrium state. The coefficient of
ecmt −1 is 1.412, which means that when the system is deviate from

4.5. Vector Error Correction Model
According to the results of the previous co-integration test,
log L , log K and log CI are the process of I (1) .

log GDP ,

the long-run equilibrium state in the short run, the system will be
back to the long-run equilibrium by 1.412% (positive direction).

Furthermore, the co-integration relationship among them exists.
Therefore, the auto-regressive distributed lag model (1,1) gives:

4.6. Impulse Response Function

log GDPt = α log GDPt −1 + β log CI t + γ log CI t −1 + δ log Lt + σ log Lt −1
+ η log K t + θ log K t −1 + ε t
(11)
Rewriting equation (11) gives:

Δ log GDPt = βΔ log CI t + δΔ log Lt + ηΔ log K t
+ λ (log GDPt −1 − ϑ log CI t −1 − ρ log Lt −1 − φ log K t −1 ) + ε t

(12)

The impulse response function demonstrates that the shock of the
sum of the disturbance term and a standard deviation to impact the
current and future value of a variable via the the dynamic connection
of variables in the vector error correction model. Namely, the impulse
response function depicts that the system dynamically responds to a
shock or new innovation of a variable’s disturbance. Meanwhile, the
lagged relationship between variables also can be acquired in the
dynamic response. <Figure 1> shows the response of log GDP to
cholesky standard innovations.

Combining the equation (11) and the equation (12) gives:

λ = 1−α

(13)

β +γ
ϑ=
λ

(14)

ρ=

δ +σ
λ

(15)

φ=

η +θ
λ

(16)

Rewriting equation (12) gives:

Δ log GDPt = βΔ log CI t + δΔ log Lt + ηΔ log K t + λecmt −1 + ε t (17)
Where ecmt −1 is the error correction term.
Figure 1. Response of log GDP to cholesky standard innovations.

Table 7. Estimated Coefficients
γ
η
η
ρ
β
φ
α
σ
δ
θ
λ ϑ
-0.412 4.587 -5.983 0.217 -3.080 0.224 5.090 -3.080
1.41
(0.144) (2.239) (2.067) (0.020) (0.425) (0.021) (0.472) (0.425)
-0.989 0.312 1.424
2
[0.006] [0.045] [0.042] [0.000] (0.047) (0.000) (0.000 [0.000]

Note: ( ) represents the standard error; [ ] represents the p-value
The vector error correction model gives:

Δ log GDPt = 4.587Δ log CI t + 0.217Δ log Lt - 3.080Δ log K t +
+ 1.412ecmt −1 + ε t

(18)

Equation (18) is the short-relationship among log GDP , log L ,
log K and log CI . It can be observed that Δ log CI t and Δ log Lt

have a positive effect on Δ log GDPt . Δ log K t has a negative effect
on Δ log GDPt . Concretely speaking, 1% increase in Δ log CI t will
result in 4.587% increase in Δ log GDPt . 1% increase in Δ log Lt will
give a rise to increase in Δ log GDPt . 1% increase in Δ log K t will
cause 3.080% decrease in Δ log GDPt . Most importantly, when the

The short-run dynamics among

log GDP ,

log L ,

log K

and

log CI

can be examined by estimating a vector error correction
model and interpreting it via the impulse response function. The
impulse response function is reported for ten quarters in <Figure 1>.
As for the response of log GDP to log GDP , the log GDP increases
slightly in response to one standard deviation shock in itself in the
fourth quarter. And then, the effect of the shock will become
negative. After that, the effect of the shock will become positive
again until to eighth period. With a small decrease, the effect of the
shock will keep increasing. Considering the response of log GDP to

log CI , the log GDP will increase intensively in response to one
standard deviation shock in log CI in the second quarter. Then, the
effect of the shock will decrease until to fourth period. After that,
the effect of the shock will keep increasing again. Regarding the
response of log GDP to log K , the log GDP will increase
immediately in response to one standard deviation shock in log K .
And the effect of the shock has the trend to expanse. With respect
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to the response of log GDP to log L , the log GDP will fiercely
increase in response to one standard deviation shock in log L . And
the effect of the shock also has the trend to expanse, but greater
than that log L . The results of the impulse response function is in
line with the results of Johansen co-integration test and the vector
error correction estimation.

4.7. Variance Decomposition
The variance decomposition describes another dynamic change
method of the system. The function of this method is to decompose
the systematic forecasting average variance into the contribution of
each variable’s shock in the system. Therefore, the relative importance
of each variable’s shock to the system can be confirmed. Via
comparing these shocks as time goes by, the time-lagged effect of
variables can be estimated. Meanwhile, the magnitude of each
variable’s time-lagged effect also can be estimated. Namely, it is the
ratio of the contribution of a variable’s shock to the total contribution
of them. The results of the variance decomposition of log GDP
show in <Table 8>.
Table 8. Variance Decomposition of

log GDP

Period

S.E.

log GDP

log CI

log L

log K

1
2
3
4
5
6
7
8
9
10

0.035
0.043
0.044
0.057
0.062
0.062
0.063
0.064
0.073
0.077

100.000
81.200
78.150
77.029
85.104
76.025
73.498
72.430
77.884
72.003

0.000
2.386
4.144
4.798
3.615
4.602
6.115
6.611
5.840
6.244

0.000
0.086
1.836
1.903
1.166
1.048
2.329
2.507
1.939
2.114

0.000
16.328
15.869
16.270
10.116
18.325
18.058
18.452
14.336
19.916

Regarding the variance decomposition, <Table 8> reports the
variance decomposition for ten quarters forecast of log GDP in which
72.003% of the forecast variance is attributed to log GDP ’s shocks,
while 6.244% to log CI ’s shocks, 2.114% to log L ’s shocks and
19.916% to log K ’s shocks. This results also is in step with the
results of previous tests.

5. Conclusion
This paper attempts to exploit the the dynamic relationship
between cultural industry and economic growth. On the grounds of
Cobb-Douglas production function, the cultural industry is regarded as
a determinant such as labor and capital to impact economic growth.
Meanwhile, the quarterly datum form the first quarter of 2000 to the
fourth quarter of 2017 are employed to conduct an empirical analysis
under the vector error correction model. The GDP is treated as an
independent variable. The capital input, the labor input and the total
output of cultural industry are treated as dependent variables.
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Furthermore, a menu of statistic approaches such as the Augmented
Dicky-Fuller test, the co-integration test, the Granger causality test,
the vector error correction estimation, the impulse response function
and the variance decomposition will be used to testify the dynamic
relationship between cultural industry and economic growth.
The results Johansen co-integration test reveal that there is a
long-run relationship between cultural industry and economic growth.
Concretely speaking, the cultural industry has a positive effect on
economic growth. Meanwhile the labor input also has a positive
effect on economic growth. Conversely, the capital input has a
negative effect on economic growth. The results of Granger causality
test indicate that the cultural industry is a driving factor to promote
economic growth. However, the economic growth is a reason to
promote the cultural industry development, which can not be
confirmed. The results of vector error correction estimation show that
there is a short-run relationship between cultural industry and
economic growth. Specifically, the cultural industry has a positive
effect on economic growth, but less than that of Johansen
co-integration test. When the impact of cultural industry to economic
growth is deviate from the long-run equilibrium, the coefficient of the
error correction term is positive. Therefore, the system is deviate
from the long-run equilibrium state in the short run, the system will
be back to the long-run equilibrium in the positive direction. The
results of the impulse response function and the variance
decomposition exhibit that the cultural industry is also a major factor
to drive economic growth.
In summary, the cultural industry is treated as the sunrise industry
in modern society. It has taken an increasing role in promoting
economic growth. This paper also presents an empirical evidence to
manifest that the cultural industry is driving factor such as labor
input and capital input to promote economic growth. Therefore, the
China’s government should pay much attention to the cultural
industry construction so as to keep high-speed economic growth.
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The Influence of O20 Service Usability on the Purchase Intention through Reliability
Formation Process : Focusing on Smart Order of F&B industry
Hyung-Jin Kim*, Hui-Ae Ahn**, Da-Hye Kim***, Seong-Soo Cha****
*

Abstract
With the popularity of smartphones, the limitations of media access
tools have been removed, and marketing using location-based services
has been activated due to digital technology development, attracting
customers via O2O(online to offline) service, or online, and leading
to offline marketing.
O2O stands for Online to Offline, a new business model that
connects and combines online and offline. It is expected that the
O2O service will emerge as the most promising business in the IoT
era, among which the Smart order, which is the leading business,
will be the marketing service especially for the Korean food and
restaurant industry.
In this study, it is investigated how the accessibility, ease and
innovation of smart orders affect usability, and then this affects
reliability, and whether this formed reliability affects the intent to
purchase. At this time, the TAM Theory was applied to predict the
consumer's intention to accept the technology based on its usefulness.
As a result, accessibility, ease of use, innovation, and ease of
smart order, among the three external variables applying the model of
the structural equation, had the greatest impact on usability.
Accordingly, the restaurant industry, especially franchise companies,
should highlight the ease of smart orders and establish marketing
strategies for the O2O service infrastructure.
Keywords: O2O, Technical Acceptance Model (TAM), Smart Order,
Accessibility, Ease of Use, Innovativeness, Usefulness,
Reliability, Purchase Intention.

rapid

development

2. Background of research and hypothesis
2.1. O2O service

1. Instruction
The

Technology) has resulted in the rapid development of the e-commerce
market by allowing access to the Internet without environmental
constraints.
As the media access tool is no longer limited by the popularity of
smart phones and marketing using location-based services is activated
through digital technology development, it can attract customers
through the O2O(Online to Offline) service online. O2O, which stands
for Online to Offline Offline, is a new business model that connects
online and offline.
Smart Order is one of NFC wireless technologies that is
pre-ordered and received immediately. Users can get convenient
orders, payments, calls, automatic point acquisition, price discounts,
and event benefits without waiting. The store has advantages in that
it can increase productivity by saving time, increase sales through
smooth business rotation, and promote new products and brands on a
regular basis. However, previous research on smart orders using O2O
focused on simple positive effects such as simplicity and usability of
brand smart orders. So even though the need and convenience of
busy modern people has been proven to be necessary and convenient,
most restaurants do not use smart orders except Starbucks, Idiya and
Lotteria. Therefore, in this study, we would like to further analyze
and validate the organic relationships between the usefulness,
reliability, and purchase intention of smart orders.
The purpose of this research is to provide an empirical hint about
the need for smart order, one of the types of mobile marketing, and
to prove the usefulness and reliability of the O2O service to the
Korean food and restaurant industry, especially franchise.
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O2O service is an activity that helps marketing offline stores from
online. This means attracting customers online through O2O service
and attracting childish customers to offline stores. O2O service is
widely used in areas such as dining out, tourism, rental car, and real
estate as a means of providing innovative experiences in terms of
convenience and usefulness to consumers.
Using such O2O, Starbucks Korea launched its first "siren order"
in Korea in May 2015. Siren orders are receiving much attention as
an untacted trend. Unselected trend refers to a non-face marketing
method that sells services and products without facing customers.
Starbucks' siren orders are steadily increasing in number of users.
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The average number of orders per month for siren orders in March
17 was 70,000, 35 times higher than 2,000 when it was launched in
2014.
Big data accumulated through O2O platform services is again
identified as type of customer, items of interest, items of continuous
purchase, when consumers will visit, and how they will be able to
purchase products.

a true (+) effect on usability.
H3: The innovation of O2O service via smart phones will have a
true (+) effect on usability.
H4: The usefulness of the O2O service via smart phones will have
a true (+) effect on reliability.
H5: Reliability of the O2O service via smart phones will have a
true (+) effect on the purchase intention.

2.2. Technology acceptance model(TAM)
The technology acceptance model is a model that predicts and
describes the user's acceptance attitude and intent to use the new
technology(Davis, 1989), and that an individual is subject to a series
of psychological processes before performing certain actions.
To believe that personal belief can improve performance by using a
particular technology ; to suggest that there will be less physical and
mental effort when using a particular skill(Davis, 1989).

2.3. Discussion of external variables
Accessibility is a product that can be used without inconvenience
to as many users as possible, regardless of their physical
characteristics or restrictions such as location, gender, age, knowledge
level, technology, and experience.
Second, Easy of Use is one of the key variables presented with
perceived usefulness in Davis (1989) that allows a user to easily
acquire, apply and utilize new information technologies or services. '
Finally, innovativeness refers to ideas, practices, or objects that
individuals or other units of adoption recognize to be new. Cotte
(2004) tends to accept change and try new things, while Rogers
(2003) sees innovation as something new to the individual or other
sector.

2.4. Factors that external variables affect
First of all, 'usefulness' of smart order can be defined to the
extent that consumers perceive the use of O2O commerce to be more
efficient, up-to-date and valuable than other purchasing methods.
Igbaria, Gumaraes and Davis (1996) said perceived usefulness had a
positive effect on the attitude and intention to use information
technology.
In short, 'reliability' can be defined as the degree of reliability. Gas
and Shiter (Gass & Seiter, 1999) divided the nature of reliability into
expertise and trustworthiness. Based on this, the reliability of the
technology and its relationship between the company and the
consumer are different.
Ida Purchase intention is the intention to continue to use the
service and to use the service by the customer who has built trust
with the company based on experience with the service(Jeong, Kang,
& Lee, 2007).
Based on the above research, the following hypothesis is intended.
H1: Accessibility to O2O service via smart phones will have a
true (+) effect on usefulness.
H2: The ease of use service for O2O via smart phones will have

3. Conclusion
This study used the Technology Acceptance Model to study the
characteristics of users purchasing O2O between smart orders. The
impact of smart order accessibility, ease of use, and user innovation
on usability, reliability, and purchase intention was further identified
and verified. All five hypotheses were adopted.
Out of the three external variables applying the model of the
structural equation, ease of use, the independent variable of the smart
order with the greatest standardized factor, had the greatest impact on
usefulness. The ease of use, the ease of understanding and learning
will allow users to broaden their reach.
Accordingly, the restaurant industry, particularly franchisees, will
need to establish a marketing strategy to build an O2O service
infrastructure that expands users' reach by highlighting the ease of
use of smart orders. In this regard, when a company attracts an O2O
service, it is used as a communication strategy so that customers
develop the trust they feel in the brand and maintain relationships
with the company. These customers increase the pull intention—from
an enterprise perspective, the O2O service will become a single asset,
and users will become the company's primary customer base.
Finally, this study has several limitations and may suggest future
research directions : First, there are a variety of variables to be
optional using smart order, but they are limited by the menu's
Accessibility, ease of use, and innovation. Further studies are
expected to be done on other factors.
Second, in terms of demographic characteristics, students in their
20s, 30s and jobs were concentrated among the age groups surveyed.
Since people in their 40s and older and the proportion of
management and housewives is small, it is difficult to generalize. In
future surveys, it is necessary to expand the sample to increase its
universality.
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Study for Introducing Block-chain to the Online Shopping Mall Sales System*
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Abstract
The purpose of this study is to present the possibility of efficient
operation of online shopping mall by introducing block-chain
technology which can be supplemented by disadvantages of the online
shopping mall sales system. In Chapter 2, we examine the
characteristics of the block chain. In Chapter 3, we analyze the
current status and problems of the sales system of 'ebay', a
representative company in the domestic open market. In Chapter 4,
based on the advantages and disadvantages of eBay's sales system,
the paper concludes the paper by suggesting the application of the
block chain in online commodity trading. Using the block-chain
technology in online shopping mall, it is possible to construct a
destructive innovation model that converts the centralized system
platform model into the direct deal model among individuals and
eliminates the commission. In addition, transaction time and costs can
be greatly reduced, and actions such as statistics and commodity
manipulation by a small number of individuals and groups will be
fundamentally impossible. Using block-chain technology, it is expected
that safer, easier payment method and reliable transaction will be
possible. In addition, it will contribute to the development of retailers
and domestic electronic commerce in the future.
Keywords: Block-chain, Online Shopping Mall, Electronic
Commerce, Open Market. Sales System.

1. Introduction
Due to the recent development of ICT (Information and
Communication Technology), people and things are crossing on and
off line. With the combination of various industries, new forms of
services, products and many business models have emerged. Among
them, the online shopping mall of the distribution industry has grown
rapidly in the 2000s. The open market serves as a mediator between
sellers and consumers, including online shopping malls, and operates
* This work was supported by the research grant of the KODISA
Scholarship Foundation in 2018
** First Author, Dept. of Medical IT & Marketing, Eulji University,
Korea. E-mail: saeam111@naver.com
*** Co-Author, Professor, Chodang University, Korea.
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in the form of distribution management. At this time, since sales
products are not shared, problems that occur during delivery, and
communication between the seller and the consumer are not smooth,
it was possible to confirm only through the customer center of the
open market site. Also, in the case of online direct transactions
between individuals, the application is frequently made because of the
responsibility for such problems. Also, when you buy something on
the Internet, you generally use a credit card. But in this case, we can
reveal the details of where we bought what, and it can cause privacy
violation.
On the other hand, the block-chain is a form of distributed
database whose potential and economic and social influence is now
on the rise, and can lead to dramatic changes in the way global
businesses and governments work. In fact, the block-chained
technology was selected as the most important technology among the
"Top 10 Technologies of 2016" published by the World Economic
Forum (WEF) held in 2016. World-renowned experts, politicians and
entrepreneurs participating in the World Economic Forum predicted
that 80% of the world's banks will introduce blockbuster technology
in 2017, and that the block-chain-based platform will be deployed
worldwide by 2025 And we estimate that it will account for about
10% of GDP (weforum, 2016).
Therefore, the purpose of this study is to suggest the possibility of
efficient operation of online shopping mall by introducing block-chain
technology which can be supplemented by disadvantages of the online
shopping mall sales system. The composition of this paper is as
follows. In Chapter 2, we review the outline of the block-chain, the
trend of the block chain, and the trend of the block chain by the
characteristics of the block chain. In Chapter 3, we analyze the
present situation and problems of the sales system of 'ebay', the
representative company in the domestic open market. Finally, in
Chapter 4, based on the advantages and disadvantages of eBay's sales
system, we conclude the paper by suggesting the application of
block-chain in online commodity trading.

2. Features of the Block-chain
The most notable technology in the PinTech industry, where
finance and technology are connected, is a 'block chain'. In this
chapter, the outline of the block chain, the method, and the trend of
the block chain are examined.

2.1. Block-chain Overview
The block-chain is a new concept of distributed transaction book
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that manages P2P network cyber transaction information, and is a
technique to prevent hacking that may occur when dealing with
virtual currency (Rue, 2017). The types of block-chains are divided
into public block chains and private block chains. The public block
chain is open to all, and everyone can participate. Virtual coins such
as Bitcoin and Etherium are typical examples. The private block-chain
is operated by an organization or company and can only be used by
persons who have been previously licensed. The number of
participants is limited and the speed is relatively fast.

2.2. Method of Block-chain
The block-chain digitizes all transaction record information sets
(Blocks) and transmits the data to all members. The transmitted data
is stored in various electronic devices such as members' PCs. The
generated information is validated through the proof of work, and the
confirmed transaction record information is linked to the existing
block chain. Block chains can be divided into three types: public,
consortium, and private block. The public block chain is the most
open public network, and many unspecified ones are available. The
consortium block chain can only participate in a small number of
subjects such as banks and brokerage firms. The private block chain
is managed by a single entity. With this block chain technology,
'Smart Contract' service, which can be automatically performed
recently, can be provided. In other words, it has evolved to be able
to be used as a decentralization of computing engine, DB, operating
system language, not cryptography (Kim, 2017).

2.3. Trend of Block-chain
In the domestic financial sector, a block-chain-based platform with
safety and consistency at a low cost, centering on banknotes, is
rapidly emerging. KB Kookmin Bank uses the block chain technology
to establish a system for storing remittance service, confirmation of
non-face-to-face blindness, and the issuance and exchange of gold
bulbs. KEB Hana Bank plans to launch a digital authentication
service, a biometric authentication service that replaces the current
certificate, and Woori Bank is considering feasibility and feasibility of
using a block chain. In the case of overseas financial business, we
are developing a financial integration system, developing international
standards, and developing a stable financial transaction system that
integrates global finance into one (Eom, 2017).
In the manufacturing sector, block chain technology was used for
general asset contracts such as transfer of ownership, inheritance, and
gift. Microsoft is working on a project to commercialize 'Enterprise
Smart Contract Function,' which automatically executes transactions
when certain conditions are met. IBM presented Autonomous
Decentralized Peer-to-Peer Telemetry (ADEPT), a decentralized
Internet networking platform, with Samsung Electronics at the 2015
International Consumer Electronics Show (CES). This platform
provides services as an autonomous entity for smart devices(Kim,
2017).
In the energy market, especially in the electric power industry, the
first is the establishment of a smart grid solution platform, such as

settlement of electricity sales fee through virtual currency, micro grid
electricity trading system, EV charging settlement and community
sharing infrastructure, renewable energy electronic money, And Smart
Device Solution Platform. Solar Coin is a structure that enables solar
energy trading in the community by providing 'Solar Coin', which is
an electronic money, when customers install solar panels to generate
electricity. In April 2016, Transactive Grid and LO3 Energy
implemented a prosumer power trading system project in the
Brooklyn area. The project also promoted the development of a
block-chain software with smart meter installation and integrated smart
contract function for real-time power usage (Lee & Kim, 2017).
Table 1. Domestic and overseas block chain utilization trend
Field

Characteristics and
utilization range

Case

▪KB Kookmin bank:
Overseas remittance
service, non-face-to-face
identification
▪NH bank: Purchase and
▪Banknote
exchange gold bars and
▪Block chain based
issue certificates
Financial
platform with safety and
▪KEB Hana Bank:
business
consistency at low cost is
Biometric authentication
rapidly emerging
service to replace
authorized certificate,
digital cash launch plan
▪Ouri bank: Review the
possibility and feasibility
of using a block-chain
▪MS: 'Enterprise Smart
▪General asset contracts
such as transfer of
Contract Function'
manufacturing
ownership, inheritance and ▪IBM: Smart devices serve
as autonomous subjects
bestowal
▪Payment of electricity
sales fee through virtual
currency
▪Micro grid power trading ▪Solar Coin: Enables
system
trading of solar energy in
Energy
▪EV charging fee
the community
Power
settlement and community ▪Implemented Prosumer
Industry
sharing infrastructure
Electricity Trading System
▪renewable energy
Project in Brooklyn
electronic money
▪Smart Device Solution
Platform

3. Current Status and Problems of EBay's Sales System
In Korea, eBay operates an open market called 'Auction' and
'Gmarket' (an e-commerce site that links sellers and buyers directly to
each other, omitting intermediary profits from online shopping malls)
More than 70%. We looked at eBay 's sales system and tried to
deduce the current state of the online shopping mall market in Korea.
EBay uses its own product registration and management program
optimized for its mobile environment (naver.com, 2018). Sellers pay
about 20% of eBay sales revenue.
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4. Proposal of sales system of online shopping mall
through block chain

Figure 1. Auction homepage

A small mistake in sales activity can lead to account suspension.
In addition, when operating an online shopping mall, a credit card
company that provides payment services between a seller and a
customer is required. In the open market such as ebay, a payment
agency affiliated with an affiliate is connected.
The advantage of overseas sales through eBay is that it takes 3 ~
5 days from the customer's payment to the domestic account, and the
customer's payment is faster than other domestic open market. It
takes about 15~20 days due to the nature of international delivery,
which is advantageous for inventory control for products irrespective
of distribution period (Jo Eun-ju, 2018). The disadvantage is that we
recommend using one IP and one computer for one ID. In terms of
sharing and collecting data, online shopping malls now have a unique
account book, which causes extra costs when using open markets of
various shopping malls and various places. Also, due to the nature of
online purchasing, customers have a high dependency on the product
evaluation of the previous buyer, which is highly likely to be
manipulated. If merchandisers (MDs) raise unilateral commissions,
their competitiveness in the online market with high price sensitivity
will decrease and the decrease in benefits will lead to increase in
sellers and consumers(inews24, 2018).
Table 2. Advantages and Disadvantages of eBay's Overseas Sales System
Sales
system

Advantages

Disadvantages

▪Using one IP and one
▪The customer receives the
computer for one ID
advance payment and sends
▪Each online shopping mall
the goods immediately after
has a unique transaction
purchase.
EBay's
book, and individual
▪It takes 3~5 days to deposit.
Overseas
expenses are incurred.
▪It takes about 15~20 days for
Sales
▪There is a high concern
the international delivery
System
about the product flat
characteristics.
operation.
▪Integrated management of
▪Concerns about weakening
payment agencies in a central
competitiveness due to fee
system
hikes

Using the block chain technology in online shopping mall, it is
possible to construct a destructive innovation model that converts the
centralized system platform model into the direct deal model among
individuals and eliminates the commission. In addition, when using
the block chain technology, it is possible to compare the same or
similar products, automate the auction transactions that require seller
and consumer consensus, and increase the transaction speed much
more. In the case of a direct transaction between a seller and a
consumer, a distribution route is shortened, a seller directly puts a
product on the online, and the price of the product is disclosed in a
form that the consumer purchases. Using block-chain technology, all
records generated between the seller and the consumer are collected
in the same block and are shared by all individuals and online
shopping malls, thus greatly reducing transaction time and costs. In
addition, it will be impossible to conduct activities such as statistics
and commodity manipulation by a small number of individuals and
groups that are currently occurring on the Internet.

5. Conclusion and Suggestions
The purpose of this paper is to propose a more effective online
shopping mall sales system by introducing a block chain. Using
block-chain technology, it is expected that safer, easier payment
method and reliable transaction will be possible. In addition, the
seller can set access rights to his / her own product information
differently according to the product type and the regular customer
type, thereby allowing the consumer to share the product purchased
by the customer with the distribution route and his or her own
personal preference and consumption form, Improvement is also
possible. In addition, online shopping mall companies should only
provide information that is necessary for customer analysis, and
searchable or manageable information, only for the public information
with personal information erased.
In order to effectively utilize the block chain technology, a system
is proposed in which a product information server managed by an
online shopping mall company is left as it is, and the necessary
information is integrated in a block chain and managed. In particular,
it is essential to develop a system that can protect sellers and
consumers from external hacking. The problem of various data
structure of each online shopping mall will be added to the
development of retail e-commerce and retail e-commerce in the future
if only the data of the block chain is uploaded based on the data of
the evaluation evaluation institution and the open source is operated.
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A Study on the Effect of Communication of Flight Attendant on Customer Loyalty
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2. Theoretical background

Abstract
The customer is assessed by the facial expressions, gaze, speech,
or somatic language of the service staff during the service process
(Sundaram & Webster, 2000). In this study, we investigate how
non-verbal communication generated by cabin crews in airline cabin
crew personnel affects the relationship between airline cabin crew and
passengers, The purpose of this study is to identify the factors
affecting customer loyalty in non-verbal communication quality for
passengers. It is necessary to identify the factors that increase the
customer attitude through the study of the non-verbal communication
quality of the airline cabin crew. In this study, reliability analysis and
frequency analysis were conducted to conduct empirical analysis. The
body language, spatial language, and body language of the airline
cabin crew had a significant effect on customer attitude. The
difference in the perception of non-verbal communication among
airline crews by demographic characteristics was also shown. The
non-verbal communication quality of the airline cabin crew have a
significant effect on customer loyalty. This study implies that there is
a mechanism in the structural effect of non-verbal communication
quality and customer loyalty of airline cabin crew.
Keywords: Nonverbal Communication, Customer Loyalty,
Demographic Characteristics.

1. Introduction

2.1. Nonverbal communication quality
In a variety of studies of nonverbal communication, nonverbal
communication has been defined as nonverbal communication, except
for languages with potential implications in the communication
process (Argyle, 1975; Knapp & Hall, 2009).

2.2. Customer Loyalty
Oliver (1997), Locelock and Wirtz (2004) suggested that customer
loyalty is the preferred belief of a brand, and it is a preferred
attitude or affection based on satisfactory use. Customer loyalty as a
willingness to recommend a company's services or products to others
for a long period of time. The emotional state of affection or love is
said to emerge as activities such as customers re-purchasing their
services or products and recommending them to others.

3. Research Method
3.1. Research model
In this study, we investigated the influence of non - verbal
communication quality of passenger cabin crew members on customer
loyalty through empirical analysis. In this study, we set up a research
model to understand the causal relationship between non - verbal
communication and customer loyalty of airline cabin crew.

3.2. Setting hypothesis
The customer is assessed by the facial expressions, gaze, speech,
or somatic language of the service staff during the service process
(Sundaram & Webster, 2000). In this study, we investigate how
non-verbal communication generated by cabin crews in airline cabin
crew personnel affects the relationship between airline cabin crew and
passengers, The purpose of this study is to identify the factors
affecting customer loyalty in non-verbal communication quality for
passengers.

* First Author, Prof. Hanseo University, Korea.
** Corresponding Author, Prof. Hanseo University, Korea.
E-mail: hypark@hanseo.ac.kr
*** Prof. Hanseo University, Korea.

According to research by Burgight, Brik and Prau (1990), James
Poon and Teng Fatt (1998), Wainwright (1999), Sundaram and
Webster (2000) and Leigh and Summers (2002) Quality has a
significant impact on customer attitudes. In this study, we
hypothesized that non - verbal communication quality of airline cabin
crew will affect customer loyalty, which is closely related to
corporate profit generation.
<H1> The Non-verbal communication quality of airline cabin crew
members will have a impact on customer loyalty.
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3.3. Operational Definition of Variables

structure of the prior study.

3.3.1. Nonverbal communication quality of the airline cabin crew

Table 2. Exploratory factor analysis and reliability tests

The operational definition of non-verbal communication quality for
the empirical analysis of this study was based on studies by Miller
(1976), Goldharber (1983), Jandt (1998), and Sundaram and Webster
(1998).

4. Methodology
4.1. Data collection method
The purpose of this study is to investigate the effect of non-verbal
communication quality on the customer attitude of the cabin crew
who provide services to passengers using airline, Specimens were
sampled for passengers arriving at Incheon International Airport and
Kimpo International Airport.
The survey period for this survey was 422 copies distributed for
about one month from July 10, 2017 to August 15, 2017, and self replied questionnaires were used.

Factor
Cronbach's Variance
commonness
loading
Alpha extracted

Factor 1. Kinesics
The expression was bright and
.766
.788
gentle
When I talk to someone, I made
3.227
.748
.717
a direct eye-contact.
(.834)
During conversation, I properly
.743
.718
nodded.
I provided all services in a nice
.625
.648
and polite manner.
Factor 2. Special language
The gesture was proper
.809
.717
The space approach was
.685
.812
3.035
appropriate.
(.811)
The distance was just right for
.598
.778
me.
The surroundings were clean
.597
.704
environment..
Factor 3. Paralanguage
The pace of the conversation
.780
.798
was proper.
3.033
The tone of voice was correct.
.730
.793
(.756)
The pronunciation was clear.
.622
.753
The speech was smooth.
.518
.721
Factor 3. Physical appearance
The appearance was attractive
.752
.665
2.594
The condition of the uniform
.748
.761
was clean..
(.711)
The makeup was neat.
.617
.761
The hair-do was neat.
.523
.754
KMO=.962, Approx-χ²=4837.494, df=120, p=.000,
Cumulative distribution of explanation=74.305

Factor
Cronbach's Variance
commonness
loading
Alpha
extracted

Factor 1. Attitudes of
Customers
I want to use this airline
.945
.836
again next time.
2.584
I would like to recommend
(.919)
my relatives and colleagues
.925
.855
to use the airline.
I want to encourage my
.914
.893
friends and relatives to use it.
KMO=.749, Approx-χ²=939.746, df=3, p=.000,
Cumulative distribution of explanation=86.134

86.134

It was assessed that the relationship orientation between each of
the constitution-conscious concepts was also established in the validity
of the law, as it appeared to be a relationship of with the direction
of the hypothesis established in this study. Therefore, it was deemed
sufficient to justify the concept of measuring instruments in this
study.
Table 3. Descriptive Statistics and Correlations

Table 1. Exploratory factor analysis and reliability tests
Items

Items

20.168

18.969

Variable
Kinesics
Proxemics
Paralanguage
Physical
Appearance
Customer
Loyalty
**: p<.01

Mean SD Kinesics Proxemics

ParaPhysical Customer
language Appearance Loyalty

4.30 .639
1
4.26 .643 .596**
4.33 .612 .574**

1
.579**

1

4.33 .641 .494**

.553**

.565**

1

4.19 .759 .420**

.426**

.418**

.448**

1

In this study, T-test and ANOVA were conducted to verify the
difference between the basic demographic characteristics and the
non-verbal communication of airline flight attendants and customer
attitudes. Among them, significant differences in gender, age and the
airlines used were found. First, the difference between each variable
for gender is shown in < Table 5 >.
Table 4. Impact of Non-verbal Communication Quality on Customer Loyalty

18.954

16.214

The results of the analysis of the exploratory factors for client
behavior and the reliability verification are shown in Table. Factor
analysis has shown that one factor is the same as the theoretical

Nonstandard S.E
Factor
t-value p-value VIF
B
S.E
B
(constant)
.017 .192 .017 .091 .928
.195
.321
Kinesics
.232 .070
3.330 .001
(3.114)
.164
.278
Proxemic Customer .194 .074
2.601 .010
(3.600)
Loyalty
.123
.295
Paralanguage
.152 .076
.2.008 .048
(3.393)
Physical
.331
.355
.392 .066
.5.937 .000
Appearance
(2815)
Items

Variable

Customer
Loyalty

R2=.540
2
Adj-R =.536
F=122.372
(p=.000)1

In this study, we conducted an empirical study on the effect of
nonverbal communication quality on loyalty by airline cabin crew.
This study identified the determinants of the non-specific
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communication quality of the airline cabin crew, the body language,
the spatial language, the physician language, the body language, and
the relations with customer loyalty.

5. Conclusions
5.1. General Discussion and Implications
Non-verbal communication’s all attributes were found to have
meaningful impact on customer loyalty. This study identifies the
relationship between the impact of non-verbal communication quality
on customer loyalty and implies the importance of non-verbal
communication quality for airline flight attendants
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The Intensity of Job Search and Search Duration

Doghae Lee*, Sangki Lee**
*

Abstract
Theorise of job search have been formulated to explain this aspect
of economic behavior and to arrive at policy recommendations that
might be useful in affecting it. Although there are many variants of
job search theory, most share several elements in common. Typically,
these theorise view unemployed workers as not simply desiring any
job, but a job that maximizes their expected future income.
Consequently, the job searcher is assumed to be willing to pass up
job offers that do not meet his or her expectations. We use panel
date on individual applications to job openings on a job search
website to study search intensity and search duration. our data allow
us to control for the composition of job seekers and changes in the
number of available job openings over the duration of search. We
find that (1) the number of applications sent by a job seeker declines
over the duration of search. The latter finding contradicts the
implications of standard labor search models. We argue that these
models fail to capture an income effect in search effort that causes
job seekers with the lowest returns to search effort that causes job
seekers with the lowest returns to search to exert the highest effort.
Keyword: Job Applications, Vacancies, Labor Market Search Effort
Search Duration.

1. Introduction
Theorise of job search have been formulated to explain this aspect
of economic behavior and to arrive at policy recommendations that
might be useful in affecting it. Although there are many variants of
job search theory, most share several elements in common. Typically,
these theorise view unemployed workers as not simply desiring any
job, but a job that maximizes their expected future income.
Consequently, the job searcher is assumed to be willing to pass up
job offers that do not meet his or her expectations. According to the
standard job search model (McCall, 2000; Lippman & McCall, 2006),
a job seeker is assumed to know both the distribution function of
wage offers and the cost of generating a job offer in the labor
* Professor, Department of Social Welfare, Kaya University, Korea.
E-mail: Kaya@kaya.ac.kr
** Professor, Department of Jewary Design, Kaya University, Korea.
E-mail: sklee@kaya.ac.kr

market. Under this assumption, the amount of search or the period of
unemployment depends on the reservation wage, i.e.; the minimum
asking wage of the job seeker. This reservation wage is optimal in
that it is that wage which equates the marginal cost of future search
with the expected marginal benefit of continued search. the costs of
search are primarily opportunity costs, the earnings a worker would
be receiving if any previous job offer were accepted. Furthermore,
lower search costs increase the reservation wage, and a higher
reservation wage decreases the probability of getting an acceptable job
offers. This, in turn, lengthens the duration of unemployment. Thus,
the standard search model explains the duration of unemployment as
a result of a lower search cost.
The purpose of this study has been to show how variable search
intensity can be modeled explicitly using a unified approach
framework; i.e., if unemployment consists more of waiting for an
offer than of sequential sampling of offers, than, other things being
equal, this waiting period can be shortened by intensifying systematic
search efforts. Most determinants of the waiting time for an offer,
e.g., labor market conditions and socio-economic characteristics of the
searcher, are beyond his control; but the intensity of search is not,
i.e., assuming other factors are constant. Since the major portion of
the job seekers have never received any offer at all, the duration of
unemployment could be shortened by intensifying the search effort.
The major objective of this empirical analysis of job search
behavior is to test several hypotheses as suggested in a unified
approach. Assume the searcher waits for an offer, and this waiting
for an offer can be shortened by intensifying his or her systemic
search efforts. This, in turn, may depend on the duration of
unemployment. We estimate the relationship between search time,
search intensity and reservation wage. A simultaneous equations
framework is used in a unified approach where search intensity is
endogenous as well as the search time and the reservation wage.

2. General Standard Search Model
The simplest job search model of an unemployed individual is a
sequential decision with infinite time horizon, no discounting, known
invariant wage distribution, and risk neutral searcher. The simple job
search model by McCall(2000) has been the foundation for both
theoretical and empirical research in the economics of job search.
Hence, this model is examined in some detail.
In the simplest sequential model of job search, an individual
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referred to as the searcher, is seeking employment. The search
generates a job offer with knowledge of the distribution of wages for
his particular skills and the cost of generating a job offer. He has to
either accept or reject this job offer which occurs periodically. Under
These conditions, the individual wants to stop the job search process
so as to maximize his expected gain. Hence, the job searcher rejects
all offers below a single critical number, the reservation wage which
is a minimum acceptable wage, and accepts an offer above this
critical value.
To be more precise, let us assume for the searcher:
1) The searcher gets only one offer, X; which is a sequential
random variable denoting the job offer. (X = H ∙ X⁰, where H
= the length of job tenure for a prospective job, and X⁰ = the
wage rate per period).
2) The cumulative distribution function of an offer, F(x) is known
to the searcher.
3) The cost of search, TC, is proportional to the period of search,
N; i.e., TC = C ∙ N where the constant C denotes the cost per
period of search and N is the number of periods.
4) The searcher is risk neutral.
5) No discounting is allowed.
If the employment commences after N job offers, then the return
when an acceptable job offer has been observed,   , is

      ∙ N

continue searching if X < W
terminate searching if X ⩾ W
The critical value W is called the reservation wage, which is a
minimum acceptable wage. (W = H ∙   , where H = expected job
tenure in weeks,   = reservation wage rate per week.)
Therefore, ( Max (X,W) ) - C ∙ E(N)
but the expected maximum return is the reservation wage, W by
definition.
Hence, the optimal expected return from the optimal stopping rule
satisfies
W = E ( Max (X,W) ) - C ∙ E(N)

(4)

This equation (4) can be rewritten as:
C ∙ I(N) = E ( Max (X, W) ) - W

(5)

or alternatively the equation (5) can be rewritten as:
C =



∞

(X - W) d F(X) G(W)

(6)



Where:
ⅰ ) F(X) is the known cumlative distribution funtion
ⅱ ) G(X) is a convex, non-negative and strictly decreasing funtion
of W.

(1)
where: E(N) = the expected unemployment duration such that



is the wage return from accepting the Nth offer, and
Where 
C ∙ N is the total observed cost of accepting the Nth offer. Thus,
the expected gain from accepting the Nth offer is as follows:

     - C ∙E(N)

(2)

The maximization of an expected return, E(R) become a problem
of optimization in dynamic programming . Since the variance of job
offer X is assumed to be finite, it and be finite, it can be shown
that there exists an optimum stopping rule (DeGroot, 1970).
The forward algorithm of an optimal stopping rule can be applied
in the following steps:
Step 1) An X is observed in the first period; i.e., the equation (2)
in the first period is maximized.
Step 2) The process continues in optimal fashion thereafter until
search is terminated.
Hence, the expected return from the optimal stopping rule is as
follwos:
E(R (X) ) = E [Max ( X, E (R (x) )] - C ∙ E(N)

(3)

where R(X) - maximum return obtainable when a job offer X has
been observed.
et W be the expected maximum return from searching as dictated
by the optimal stoping rule; I.e., W = ( E R (X) ). By the definition
of W, the optimal stopping rule has the following from:

E(N) =



∞



d F(X)

(7)

and combined with equation (6), the following relationship between
W, C, and E(N) can be derived: E(N) = f (W, C)
where:

 ⚫ 
嗸�
  嗸�
 ,
�


嗸�

嗸�

and
 ⚫ 
嗸�
  嗸�
   .

嗸�

嗸�

That is, if the distribution of the wage offer X is continuous, the
partial derivation of f(∙) has the following economic implications:
A lower search cost increases the reservation wage since the cost
C is a strictly increasing function of the reservation wage, W[from
equation (6)], and a higher reservation wage will decrease the
probability of getting an acceptable job offer. This, in turn. lengthens
the duration of unemployment. Consequently, the lower search cost is
regarded as a major deterrent to shortening unemployment duration.
By allowing the introduction of discounting in this simple model
to include the effect of time value of money, similar results can be
found (McCall, 2000; Lippman & McCall, 2006) and equation (4)
can be rewritten as:
C = G(W) - r∙W

(8)

Doghae Lee, Sangki Lee / 14TH INTERNATIONAL CONFERENCE 337-339

where:
r = discount rate
G(W) = a strictly decreasing funtion of  
W = reservation wage.
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A Study on the Antecedents and Dependent Variables of Positive Emotion
in China Service Market
Xin Chen*, Gyu-Bae Kim**

Abstract
The purpose of this research is to examine how Chinese service
companies improve the quality of life on the customer side rather
than on the corporate side through effective verbal and nonverbal
communication. In these relationships, we tried to analyze the
moderating role of negative expectancy disconfirmation perceived by
customers. A total of 356 samples who had visited the service
companies in China were surveyed and 8 hypotheses were tested by
empirical analysis using SPSS and AMOS. The results of this
research are as follows. First, positive communication of employees in
the service company have a positive effect on positive emotions of
customers. Second, positive emotions have a positive effect on the
overall quality of life of customers as well as corporate level
performance. Third, negative expectancy disconfirmation perceived by
customers have negative moderating role between the relationship of
customers' positive emotion and employees' positive verbal
communication, and it also has a negative moderating role between
customers' positive emotion and overall quality of life. Based on
these results, managers and employees of service companies can
induce
positive
emotion
of
customers
through
effective
communication. Futhermore, it will be significant for them to lower
the level of negative expectancy disconfirmation and improve the
quality of the customers' life rather than the profit of company.

The objective of this research is to investigate both the path from
employer’s communication to consumer’s positive emotion and the
path from consumer’s positive emotion to trust and quality of life. In
addition, this article also investigate the moderating effects of negative
expectancy disconfirmation in the causal relationships between
variables.

2. Research Model and Hypotheses
<Figure 1> shows the research model of this study. The eight
hypotheses were proposed and tested empirically in this study.
Two hypotheses were about the effects of employer’s
communication on consumer’s positive emotion and other Two
hypotheses were about the effects of consumer’s positive emotion to
both trust and quality of life.
The other four hypotheses were about the moderating effect of
negative expectancy disconfirmation in the relationships among the
other variables.

Keywords: Communication, Positive Emotion, Trust, Quality of Life,
Negative Expectancy Disconfirmation

Figure 1. Research Model

1. Introduction
There can be many antecedents and dependent variables of
consumer’s positive emotion(Sundaram & Webster, 2000; Lyumborsky
et al., 2005). This study focuses on both the employer’s
communication as a antecedent of positive emotion(Gayathridevi,
2013; Lee, 2017) and the quality of life as dependent variables of
positive emotion(Andersen & Kumar, 2006; Forest et al, 2012).
* First Author, Ph.D. Candidate, Department of Business Administration,
Daejeon University, Korea.
** Corresponding Author, Professor, Department of Business
Administration, Daejeon University, Korea.
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3. Methodology
Research data were collected from the surveying of the chinese
people who had visited the service companies in China market and
the 356 samples were used to test the proposed hypotheses
empirically.
In this study, SPSS 20.0 and AMOS 20.0 are utilized for
statistical analyses such as reliability test, validity test and path
analysis for hypotheses test.
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4. Results

5. Conclusions

4.1. Relationships among communication, positive emotion,
trust and quality of lie

Managers and employees of service companies can induce positive
emotion of customers through effective communication. Service
companies should provide their employers with professional training
program for positive communication skill to increase consumer’s
positive emotion.
In addition, Service companies should try to lower the level of
negative expectancy disconfirmation also because there are possibilities
that the relationships among variables such as communication, positive
emotion, trust and quality of life are moderated by negative
expectancy disconfirmation.

The results shows that both verbal communication and nonverbal
communication influence the positive emotion. The positive emotion
influences both trust and quality of life also. All the hypotheses from
<H1> to <H4> are supported. <Table 1> shows these test results.
Table 1. Path Analysis and Hypothesis Test
Hypotheses(Paths)

Standardized
Coefficient

C.R.
Test Results
(t-value)

<H 1>. Verbal Communication
→ Positive Emotion

0.241

2.431*

Supported

<H 2>. Nonverbal Communication
→ Positive Emotion

0.403

3.963***

Supported

<H 3>. Positive Emotion → Trust

0.607

11.431***

Supported

<H 4>. Positive Emotion
→ Quality of Life

0.248

4.310***

Supported

X²= 480.600, DF = 184, CMIN / DF = 2.612, GFI = 0.888,
NFI = 0.913, CFI = 0.944, RMSEA = 0.067

Andersen, P. H., & Kumar, R. (2006). Emotions, trust and
relationship development in business relationships: a
conceptual model for buyer-seller dyads. Industrial
Marketing Management, 35(4), 522-535.
Forest, J., Mageau, G. A., Crevier-Braud, L., Bergeron, E.,
Dubreuil, P., & Lavigne, G. L. (2012). Harmonious passion

Note. *: p<0.05, **: p<0.01, ***: p<0.001

4.2. Moderating effects of negative expectancy disconfirmation
We found that there is a moderating effects of negative expectancy
disconfirmation in the causal relationships between verbal
communication and positive emotion but there is no moderating
effects of negative expectancy disconfirmation in the causal
relationships between nonverbal communication and positive emotion.
We also found that there is a moderating effects of negative
expectancy disconfirmation in the causal relationships between positive
emotion and quality of life but there is no moderating effects of
negative expectancy disconfirmation in the causal relationships
between positive emotion and trust. In Summary, <H 5> and <H 8>
are supported and <H 6> and <H 7> are not supported.
<Table 2> shows these test results.
Table 2. Comparison between Groups and Hypothesis Test
Low Group
High Group
C.R. for Test
Hypotheses(Paths) Standardized
Standardized
t-value
t-value Differences Results
Coefficient
Coefficient
<H 5> Verbal
Communication →
0.596
3.251***
0.154
2.648*** 2.781 Support
Positive Emotion
<H 6> Nonverbal
Not
Communication →
0.554
3.015***
0.449
2.974*** 1.224
Support
Positive Emotion
<H 7> Positive
Emotion → Trust

0.631

5.744***

0.562

4.443***

0.357

Not
Support

<H 8> Positive
Emotion
→ Quality of Life

0.656

4.096***

0.146

3.443***

2.613

Support

Note. *: p<0.05, **: p<0.01, ***: p<0.001
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Cafeteria Use by Generation Z Students and Effect of Importance of Selection
Attributes on Satisfaction : The Moderating Roles of Gender, Grade, and Allowance
Seong-Soo Cha*
*

Abstract
The purpose of this study was to find out which of the selection
attributes of students who use university cafeteria are more important
factors in terms of satisfaction. Based on literature overview and
examination of the causality, four selection factors were considered to
be most suitable for the selection attributes of university cafeteria.
Our results suggest that cafeteria menu, taste, price and cleanliness
have significant effects on satisfaction (p<0.001). However, these
relationships differed according to students' amount of allowance. In
the effect of cafeteria menu on satisfaction, both the larger allowance
group and the smaller allowance group had a positive influence, and
the smaller allowance group had a statistically greater influence (p=
0.026). The effect of taste on satisfaction was also shown to have a
positive effect on both groups. However, this influence did not reach
statistical significance. The effect of the price on satisfaction was
found to be significantly affected by the both groups and larger
allowance group had a statistically greater influence (p<0.001). The
smaller allowance group and the larger allowance group all had an
influence on the satisfaction of the cleanliness of the cafeteria, but
this influence did not reach statistical significance.
Keywords: Cafeteria, Selection attribute Importance, Satisfaction,
Moderating Role, Allowance.

1. Introduction
Universities have been interested in improving the quality of
school facilities as part of their policy to strengthen competitiveness.
In addition to offering education to students, schools also provide
various services for student convenience, including bookstores,
stationery stores, computer stores, and fast food stores (Jung, 2013).
Among them, the student cafeteria is a place where time-saving,
affordable meals are served with a variety of healthy menus, and
many staff members and students gather around lunch time (Ha &
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Bio-Convergence, Eulji University, Korea.
Tel: +82-31-740-7274, Fax: +82-31-740-7349, Email: sscha@eulji.ac.kr

Ha, 2008). As the interest in and demand for student cafeterias
grows, U.S. university foodservice managers have tried various types
of meal provision, including food courts, delis, etc., in a straight-line
cafeteria. They also provide students with the opportunity to extend
their student cafeteria hours, offer take-outs, and provide food
delivery services upon request, allowing students to dine anywhere on
campus. And it is important to select the location of the university
foodservice to reduce the consumption of time for students going off
campus to eat (Klassen, Trybus, & Kumar, 2005). The purpose of
this study is to evaluate the factors that affect the selection attributes
of university foodservices and to analyze the satisfaction of these
factors and students' cafeterias. This study analyzes the relationship
between the factors of selection attributes of students' cafeterias and
the satisfaction and behavior of students regarding cafeteria food, and
provides the information necessary for the operation of university
foodservices in accordance with the needs of students.

2. Literature Review
2.1. University Cafeteria Selection Attributes
In a study on the service quality of student restaurants, Park et al.
(2000) proved that when students used a restaurant, they considered
“restaurant location,” “taste,” “price” and “waiting time.” Kwun,
Ellyn, and Choi (2013) reported that “quality of food,” “price,”
“value,” “service quality,” and “menu type” have a meaningful oral
effect in student restaurant service quality. Kim, Lee, and Yuan
(2012) stated that students were satisfied with a cafeteria-style
operation in which they could get a variety of food in a food-service
area. Green (1992) presented an importance-performance analysis
(IPA) as one of the ways to find customer feedback to set up a
marketing strategy for a cafeteria. In the study, it was reported that
the quality attributes that should be managed intensively for the
quality of the cafeteria service are “food taste,” and “menu diversity”
(Jung, 2013). In the case of university students in the Taejon area,
“overall service quality” and “kindness of employees” are attributes of
service quality that should be improved (Yi, 2012). In the case of
foreign university foodservices, the qualities that should be
concentrated on are “popular food,” food taste,” food temperature,”
and “fast food.” In addition, it has been reported that “employees
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show a sincere regard for their customers,” “maintaining service
quality and fast food during busy times” (Aigbedo & Parameswaran,
2004). The factors that affect student satisfaction in cafeteria-run
university foodservice centers were “food quality and price” and
“employee friendliness” (Andaleeb & Caskey, 2007).
Cha and Lee (2018) proved statistically that when it comes to
buying HMR products, price, convenience, and freshness had a
significant effect on satisfaction. It has been reported that satisfaction
with university meal service quality has the greatest effect on the
value of student cafeterias and intention to return (Jung, 2013). Kim
(2006) reported that satisfaction with food factors influenced students'
intention to return and the recommendation intention of restaurant
cafeteria service quality. The satisfaction with student cafeterias
among generation Y has a direct positive effect on loyalty intention
and the intention to reuse (Kim, 2013). Green (1992) suggested that
creating a loyal customer through customer satisfaction, referral
intention, and intention to return is an effective strategy (Cha & Seo,
2018). Accordingly, the following hypotheses were formulated:
H1a: Menu would have a significant effect on satisfaction
cafeteria users.
H1b: Taste and quality would have a significant effect
satisfaction of cafeteria users.
H1c: Price would have a significant effect on satisfaction
cafeteria users.
H1d: Cleanliness would have a significant effect on satisfaction
cafeteria users.

of
on
of
of

2.2. The role of customers’ age, gender and allowance
With a key role in promotion, market segmentation is an analytical
approach needed to establish comprehensive hospitality-marketing
strategies that are meaningful for individual subsets of consumers
(Bruwer, Li, & Reid, 2002). Accordingly, many studies on hospitality
market segmentation advocate the combined use of sociodemographic
variables (e.g., gender, age, income, educational level, and stage of
family life cycle) and psychographic factors such as lifestyles,
activities, interests, and opinions (Hsu, Kang, & Wolfe, 2002;
Moscardo, Pearce, & Morrison, 2001; Plog, 2002). To more
thoroughly understand the wine promotion market, some researchers
have investigated why consumers want to go to promoted
wine-oriented restaurants in light of their sociodemographic variables
(Dodd & Bigotte, 1997) and applied motivation as a basis for market
segmentation (Mitchell & Hall, 2001; Nicolson, 1990; Van Westering,
1994). Such studies have identified factors such as relaxation,
exploration, socialization, learning about wine, interest in wine
restaurants, and participation in wine culture as important motives for
wine consumers. Accordingly, the following hypotheses were also
formulated:
H2a.
H2b.

Cafeteria users’ allowance significantly
relationship between satisfaction and menu.
Cafeteria users’ allowance significantly
relationship between satisfaction and taste.

moderates

the

moderates

the

H2c.
H2d.

Cafeteria users’ allowance significantly moderates
relationship between satisfaction and price.
Cafeteria users’ allowance significantly moderates
relationship between satisfaction and cleanliness.

the
the

3. Results
3.1. Measurement models
Exploratory factor analysis(EFA) showed that discriminant validity
and convergence validity was confirmed and the validity factor was
analyzed by Amos 20.0. Each factor of cafeteria selection importance
was tested separately. To accurately evaluate the measurement model,
a maximum likelihood estimation approach was employed. Results
confirmed that the measurement structure of the proposed theoretical
framework had an acceptable fit for the data (χ²= 216.839, df=80, p<
.001, NFI=.958, RFI=.937, IFI=.973, TLI=.959, CFI=.973, RMSEA=
.076). Table 1. provides the results of Confirmatory factor analysis
(CFA). Convergent validity was used to determine the level of
correlation among the variables partly because it can be assessed via
SEM to review factor loadings and average variance extracted (AVE;
Heskett et al., 1994). Standardized factor loadings, construct
reliabilities, composite reliabilities, and AVEs are listed in Table 1,
which shows that all factor loadings could be used to measure their
corresponding factors. That finding supports the convergent validity of
the results. Additional testing revealed that AVEs in all constructs
exceeded the critical level of .05. Discriminant validity was assessed
by analyzing correlations among the constructs. Those results provided
support for discriminant validity (Anderson & Gerbing, 1988).
Table 1. Confirmatory factor analysis result
Variables
Menu

Taste

Price

Cleanliness

Satisfaction

Measure
Menu 01
Menu 02
Menu 03
Taste 01
Taste 02
Taste 03
Price 01
Price 02
Price 03
Clean 03
Clean 04
Clean 05
Satis 01
Satis 02
Satis 03

Std. factor
loadings
.922
.928
.846
.874
.731
.938
.950
.962
.901
.843
.977
.955
.937
.936
.956

CR

AVE

0.927

0.809

0.887

0.726

0.956

0.880

0.948

0.859

0.960

0.889

Chi-square = 216.839 (p=0.000, df= 80), NFI= .958, RFI=.937, IFI=.973,
TLI=.959,CFI= .973, RMSEA=.076

3.2. Research Hypothesis Verification
The research hypotheses were tested using Amos 20.0. For the
study model, the fitness index was satisfactory with chi-square=
216.839 (df=80, p=0.000), NFI=0.958, RFI=0.937, IFI=0.973, TLI=
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0.959, CFI=0.973 and RMSEA=0.076. Table 3. shows the results of
hypotheses testing for the main effects from Hypothesis 1a. to
Hypothesis 1d. As a result of the hypothesis test on the main effect,
the menu, taste, price and cleanliness showed a significant influence
on the satisfaction. The results of the below verification are shown in
Fig. 1.
Table 2. Results of research hypothesis
Hypothesis
Paths
Path Coefficient t value
H1a
Menu→ Satisfaction
0.392
5.541***
H1b
Taste→ Satisfaction
0.540
7.355***
H1c
Price→ Satisfaction
0.180
3.336***
H1d
Cleanliness→ Satisfaction
0.162
3.036**

Results
support
support
support
support
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relationships differed according to students' amount of allowance. In
the effect of cafeteria menu on satisfaction, both the larger allowance
group and the smaller allowance group had a positive influence, and
the smaller allowance group had a statistically greater influence (p =
0.026). The effect of taste on satisfaction was also shown to have a
positive effect on both groups. However, this influence did not reach
statistical significance. The effect of the price on satisfaction was
found to be significantly affected by the both groups and larger
allowance group had a statistically greater influence (p<0.001). The
smaller allowance group and the larger allowance group all had an
influence on the satisfaction of the cleanliness of the cafeteria, but
this influence did not reach statistical significance.

* p < 0.05, ** p < 0.005, *** p < 0.001

Reference

3.3. Structural relationships across groups
The results for students’ allowances revealed that it was a
significant moderator in the relationship between the importance of
selection attributes and satisfaction for students, as shown in table 4.
Students who get a larger allowance are more influenced by prices in
cafeterias, while students with a smaller allowance are more
influenced by menus. This implies that the larger allowance group is
more sensitive to the effect of cafeteria prices on satisfaction, while
the smaller allowance group is more sensitive to the effect of
cafeteria menus on satisfaction.
Table 3. Comparison of functional consumption value group and emotional
consumption value group

Men→ Sat
Tas→ Sat
Pri→ Sat
Cle→ Sat

Standardized
Regression Coefficient
Smaller
Larger
Allowance Allowance
.349
.080
.446
.290
.087
.663
.141
.019

Comparison
Results
Smaller
Smaller
Smaller
Smaller

>
>
<
>

Larger
Larger
Larger
Larger

Chi-square
increment p-value
4.968
0.895
18.133
2.304

0.026*
0.344
0.000***
0.129

4. Conclusion
The purpose of this study was to find out which of the selection
attributes of students who use university cafeteria are more important
factors in terms of satisfaction. Based on literature overview and
examination of the causality, four selection factors were considered to
be most suitable for the selection attributes of university cafeteria.
Our results suggest that cafeteria menu, taste, price and cleanliness
have significant effects on satisfaction (p<0.001). However, these
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The Mega-ship and Its Impacts
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*

Abstract
Abstract
Shipping market is very much influenced by supply and demand,
which means capacity of tonnages and trade volumes according to
world economic situations. Company involved in this business has
been faced on fierce competition in the shipping markets, and other
competitors have struggled to get over such a difficult and survival
situations. In terms of competitive advantages, parties in this circles
have to reduce unit rates based on economy of scale, making bigger
ship being employed in the shipping routes. Supply and demand of
shipping capacity is key component in shipping, so that shipping
company and other parties got involved in maritime business have to
be concerned with and follow what is going on shipping market
because of shipping rates in relation to shipping company as well as
shipper in export and import management. Due to various reasons,
maga-ship is not only the matters for shipping markets but it has
something to do with all maritime environment. Deploying mega-ship
has some environmental factors around shipping business, and it also
produces other problems and disadvantages that distort the shipping
market. Therefore, some productive discussion or coordination should
be done to solve the problems raised from shipping field, following
the overcapacity of shipping tonnages.
Keywords: Mega-ship, Shipping, Supply and Demand, Rates, Maritime.

1. Begger Ships
The development of ever larger ships is driven by the search of
economies of scale by shipping companies. Considering that the
container shipping industry is mainly driven by price competition –
and not very differentiated with respect to other aspects – the
decision by one shipping line to increase ship size leads to a wave
of similar decisions by competing shipping lines in order not to “stay
behind” by not reaping the same economies of scale.
Over the last 50 years the vessel size increased by 1,200% from a
maximum vessel capacity of 1,530 TEUs in 1968 to more than
19,000 TEUs capacity today (with some estimates for the next
generation of container vessels reaching 24,000 TEUs). Large size
* Professor, Korea National Open University, Korea.
E-mail: jhkimkp@knou.ac.kr.

vessels (a.k.a. mega-ships) may be more advantageous for liner
shipping companies primarily due to their economies of scale,
emissions reduction, and reduction in fuel consumption.
Most other actors in the transport chain are not necessarily
favourable to mega-ships. Shippers are interested in frequent and
reliable maritime transport links, but bigger ships would reduce the
service frequency, unless cargo streams growth at the same pace of
ship size development; moreover, large shippers might have a
preference to hedge risks by parceling out deliveries in different ships
rather than concentrating everything in one ship.

Source: Clarkson Research Services
Figure 1. Ship size of ship types 1996-2015

2. Environmental Factors
Most other actors in the transport chain are not necessarily
favourable to mega-ships. Shippers are interested in frequent and
reliable maritime transport links, but bigger ships would reduce the
service frequency, unless cargo streams growth at the same pace of
ship size development; moreover, large shippers might have a
preference to hedge risks by parceling out deliveries in different ships
rather than concentrating everything in one ship.
However, when estimating total cost savings, it is necessary to
account for port congestion, equipment costs, administrative costs, etc.
If all these cost components are considered, the total savings from an
18,000 TEU over a 14,000 TEU vessel reduce to 6.6%, as compared
to 40% estimated by liner shipping companies solely based on the
voyage costs.
Mega-ships increase loss potential mainly on two grounds. First the
costs to salvage hulls of largest existing containerships in case of
accident will increase because of the lack of salvage equipment and
technology capable of removing a wreck of this size. Second,
exposure to risk for shippers also increases in a linear way with the

348

Jinhwan Kim / 14TH INTERNATIONAL CONFERENCE 347-348

capacity of ships.
Reliability of the container shipping sector is a structural challenge
that has not been solved yet.

3. Problems and Disadvantages
Port Problems : Mega container ships undoubtedly create big
challenges for ports. There are four types of major problem on port
facilities when mega container enters to port. Firstly, the draft
limitation is common problem because most hub ports do not have
enough draft which mega container can berth easily without any draft
limitation. Dredging the fairway can be the effective solution for
coping with this matter. Secondly, lack of crane ability can be
another reason escalating the lack of port facilities. In the past, if
you want to increase loading or unloading productivity of a container
vessel, it is not difficult to raise the loading speed by adding one or
two gantry cranes. Thirdly, the limited berth size is other demerit for
mega ship, Finally, less developed hinterland facilities are one of
drawbacks for mega container ships in port. Hinterland is the area of
land behind or around coast, it has various types of facilities related
to operate container including container yard, warehouse, and road for
land transportation.
The Imbalance of Trade and Uncertainty of Global Economy :
Due to the strong growth rate of industrial production in China, and
the emerging of some Asia countries, the trade imbalance is widening
in the majority of the east/west and north/south trades. The
uncertainty of world economy is also a problem, the weakening of
the US economy may reduce consumer demand, and rely much on
China industrial economy very vulnerable when the supply for the
market bases on it.
The Larger Risks and Environment Impact : The bigger the ship
is, the larger the risk is. The value of commodities transported by
container is getting higher and higher, therefore in the event of
accident, the loss of huge amount of cargo will be the lost for ship
owner, cargo owner and insurance company.
A significant contributor to this overestimation is underutilization,
as global trade demand does not support existing capacity. One final
claim (on the advantage side of the argument) is that mega-ships
provide more flexibility for liner shipping companies to optimize
capacity sharing between their alliances.

Source: Clarkson Research Services
Figure 2. Disconnection of ship size and trade growth (1996-2015)

4. Potential Solutions
Having established that the increasing move towards mega-ships
has benefitted carriers, but is imposing costs on shippers across the
supply chain, how can industry stake-holders, in particular shippers
and competition authorities and maritime regulators, encourage
shipping companies to take account of these ‘externalities’? When the
costs (or benefits) of an action are experienced by a different party
from the party taking action, this is known in economics as an
‘externality’.
In this context, the adoption of mega-ships may be occurring
externalities beyond the level which is economically efficient, to the
extent that shipping companies predominantly focus on the benefits
that they experience, but do not take account of the costs being
borne by other parties across the supply chain as a whole.
Container lines have typically not consulted anyone on new
mega-ships, before they ordered these. A constructive discussion
would need to take place with the relevant transport stake-holders,
including governments, regulators, port authorities and all interested
constituents. The objective could be to facilitate an exchange of
views, an understanding of objectives and plans, and ultimately better
coordination to ensure optimum supply chain configurations, including
optimised use of mega-ships.
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A Study on the Flatness Measurement Device for Engine Covers of Automobiles
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Abstract
The purpose of this study is to develop a method to measure the
flatness of automobile engine covers in order to ensure quality and
prevent defects in sites where manual quality control is in place. The
automobile engine cover is manufactured with aluminum using the
deep drawing method. There can be an oil leak when there is a
crack in the pressurized parts during processing or due to poor
flatness at the joints when the cover is mounted on the engine.
Therefore, flatness is one of the most important quality inspection
items for engine covers. In this study, the researchers developed an
instrument to measure the flatness of automobile engine covers in
order to ensure quality and prevent defects in sites where manual
quality control is in place. This shortened measurement time
contributed to the enhancement of productivity greatly. If there is a
defect, it was shown as in Figure 8. In order to detect defects, the
resultant values from the measurement units were displayed, and the
instrument was designed so that, when there was a defect, the
location of such a defect could be known.
Keywords: Assembly line, Defects, Performance degradation,
Decreased service life, Convenience

1. Introduction
Quality is an element that is essential for the competitiveness and
survival of a company. Quality control is necessary in a mass
production system where a single type of product is produced in a
large quantity, by reducing the defects and increasing the level of
reliability, eventually to reduce the cost of production. In the case of
the flatness level of automobile engine covers, its quality will affect
the performance of a vehicle greatly (Gang, Min, Kim, & Lee, 2017;
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Choi, 2016; Choi & Park, 2014; Kim, Woo, Lee, & Hwang, 2017).
The automobile engine cover is manufactured with aluminum using
the deep drawing method (Nam, Lee, & Kim, 2015). There can be
an oil leak when there is a crack in the pressurized parts during
processing (Kim & Kim, 2016) or due to poor flatness at the joints
when the cover is mounted on the engine. Therefore, flatness is one
of the most important quality inspection items for engine covers
(Jing, Liu, Bi, Bi, Wang, & Shao, 2017; Jang, Hong & Park, 2003).
If the flatness requirement for an engine cover is not met, there
might be an oil leak while the car is driving, resulting in attachment
of foreign contaminants and reduced heat conduction, which may
affect the service life (Kim & Won, 2016; Mo, Zhang, Wu, Wang,
Matsumura, Cho, & Jung, 2013). If the flatness requirement around
the engine cover is not met, sludges may attach onto the surface and
affect heat conduction during the vehicle's operation. This may be a
source of noise and breakdowns, in turn (Harrison, Vera, & Ahmad
2016; Mo, Zhang, Wu, Wang, Matsumura, & Houjoh 2017; Gao,
Wang, & Guo, 2017; Boyuan, Shuangxi, Wenhui, Tianyuan, Humann,
Yuyang, & Yan, 2016; Yungmin, Fujun, Tao, & Jinlong, 2016). A
defect on a curved part during a pressure forming work may result in
the leakage of engine oil. A vehicle sold with a defective engine
cover mounted may cause a recall issue and other problems, causing
financial losses to the company for repairing or replacement of the
product. Especially, this may compromise the customers' trust in the
automobiles and make the sales suffer.
In this study, the researchers developed an instrument to measure
the flatness of automobile engine covers in order to ensure quality
and prevent defects in sites where manual quality control is in place
(Lee & Song, 2012; Baek, Oh, & Kim, 2015).

2. Materials and Methods
2.1. Designing
Fig. 1 shows the drawing of the flatness measurement instrument.
Auto CAD software was used for the designing works in this study.
The dimensions of the flatness measurement equipment were
1000(width) × 600(length) × 1800(height)mm. 60×60 profiles were
used to build the frame, and SUS304 material was used for other
components, in order to secure strength and prevent corrosion.
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Figure 1. Overallappearance

Fig. 2 shows the work space to measure the flatness of an engine
cover. Here, (a) is the anchor block to fix the specimen to be
measured. (b) is where the sensor is to be located.

Figure 4. Flatness measurement instrument

Fig. 5 shows the flow chart for the measurement process. Once
the start button is pushed, the stopper cylinder moves forward to hold
the sample in place. The measurement cylinder then comes forward,
and, if the measurement is equal to the pre-set value, the cylinder
retreats. If not, the stamp cylinder will proceed. If the stamp gives an
OK signal, the stamp cylinder retreats, and the stopper cylinder will
retreat, as well. If the measurement is not matching with the pre-set
value, the measurement cylinder retreats, and the instrument will
come to an emergency stop. Then, the stopper cylinder retreats, and
the buzzer will sound, so that the operator may address the defect.

Figure 2. Layout of the anchor block

2.2. Production
Fig. 3 shows the actual anchor block to hold the engine cover as
built in accordance with the drawing in Figure 2.

Figure 5. Quality evaluation process chart

2.3. Experiment method
Figure 3. Making of the anchor table

Fig. 4 shows the flatness measurement instrument as built in
accordance with the Auto CAD drawing in Figure 1. The height of
the instrument is adjustable, for the convenience of the workers.

Fig. 6 shows the flow chart for the measurement process. The
system is designed so that one may place a sample on the anchor
block and press the green button to start the measurement of the
flatness.
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Figure 6. Quality evaluation test equipment

Fig. 7 the principles of the measurement. Model WB-120-8CH,
which was a contact-type electronic micrometer of Deva Korea, was
used as the instrument. IP-8 of Deva was used as the contact-type
length variance sensor, of which the resolution was 100㎛. The
system was designed so that the measurement pin could be relocated.
When the measurement was not matching with the pre-set value, an
NG signal would be issued and the buzzer was to sound by the
program.

Table 1 shows the results of measurements on 100EAs of the
products for quality control. And, the average measurements were
0.00258mm, 0.00259mm, 0.00259mm, 0.00263mm, 0.00251mm,
0.00286mm, and 0.00275mm, respectively.
As for the verification of the measurements, the readings were
within 0.002mm from the results of the measurements by the height
gage indicator of Mitsutodyo, Japan. Therefore, it is believed that
using the proposed flatness measurement instrument of this study
would enhance the price competitiveness as the productivity can be
increased.
Table 1. Measured value of response time
Measurement
runs

1

2

3

4

5

6

7

1

0.003

0.002

0.001

0.003

0.004

0.002

0.005

2

0.003

0.003

0.003

0.001

0.003

0.003

0.003

3

0.003

0.003

0.003

0.001

0.003

0.003

0.003

4

0.003

0.005

0.003

0.003

0.005

0.004

0.003

5

0.004

0.003

0.001

0.003

0.001

0.001

0.004

﹕

﹕

﹕

﹕

﹕

﹕

﹕

﹕

96

0.004

0.005

0.004

0.003

0.004

0.005

0.004

97

0.002

0.003

0.002

0.005

0.001

0.001

0.002

98

0.002

0.003

0.002

0.001

0.001

0.003

0.004

99

0.002

0.003

0.004

0.001

0.004

0.004

0.002

100

0.004

0.003

0.002

0.001

0.003

0.003

0.003

Avr.

Figure 7. Principles of the measurement

3. Results and Discussion
3.1. Measurement results
Fig. 8 shows the results of the measurements in seven parts. The
measurements were -0.001mm, +0.000mm, +0.002mm, +0.003mm,
+0.000mm, +0.001mm, and +0.002mm, which were all satisfactory. If
there is a defect, it was shown as in Figure 8. In order to detect
defects, the resultant values from the measurement units were
displayed, and the instrument was designed so that, when there was a
defect, the location of such a defect could be known. Also, the
values of the results were automatically saved by the system to be
used as a part of the big data.
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0.00258 0.00259 0.00259 0.00263 0.00251 0.00286 0.00275

3.2. Comparison of instrumental and manual measurement
Fig. 9 compares the instrumental measurement results for seven
parts with those of manual measurements.
The average reading of the instrument measurement was
0.00258mm, while the average manual measurement was 0.00274mm,
which was similar.

Figure 9. Comparison of instrumental and manual measurement results

Figure 8. Measurement results
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3.3. Analysis of the instrumental and manual analysis
A comparison of time of measurement between manual and
instrumental measurements. It took 6.349sec for the instrument to take
a measurement in average and 25.488sec by hand, which was four
times longer. Also, while the instrumental measurements were
consistent, it was noted that the time taken in a measurement
increased proportionally to the level of fatigue, in the case of manual
measurement.

4. Conclusions
In this study, the researchers developed an instrument to measure
the flatness of automobile engine covers in order to ensure quality
and prevent defects in sites where manual quality control is in place.
The time taken by the instrument for a measurement was 6.349sec,
which was four times faster than that of manual measurement. This
shortened measurement time contributed to the enhancement of
productivity greatly. The measurement results were -0.001mm,
+0.000mm, +0.002mm, +0.003mm, +0.000mm, +0.001mm, and
+0.002mm, which were all satisfactory. If there is a defect, it was
shown as in Figure 8. In order to detect defects, the resultant values
from the measurement units were displayed, and the instrument was
designed so that, when there was a defect, the location of such a
defect could be known. Also, the values of the results were
automatically saved by the system to be used as a part of the big
data.
The average results of measurements on 100EAs of the products
for quality control were 0.00258mm, 0.00259mm, 0.00259mm,
0.00263mm, 0.00251mm, 0.00286mm, and 0.00275mm, respectively.
The average values were compared between instrumental and
manual measurements. The average reading of the instrument
measurement was 0.00258mm, while the average manual measurement
was 0.00274mm, which was similar.
In a comparison of measurement time taken, it took 6.349sec for
the instrument to take a measurement in average and 25.488sec by
hand, which took four times longer. Also, while the instrumental
measurements were consistent, it was noted that the time taken in a
measurement increased proportionally to the level of fatigue, in the
case of manual measurement. Therefore, it is believed that using an
instrument for the measurement would contribute to a higher level of
confidence and efficiency.
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Developed of Automotive Bolt Supply and Automatic Quantity Feeder
for Productivity Improvement
Byeong-Ro Min*, Mueng-Gyu Park**, Se-Hun Oh***, Kwee-Bo Sim****, Se-Bu Oh*****
*

Abstract
The existing bolt quantity detection method is inconvenient for the
operator to use in the field because the bolts are placed on the plate
in order to grasp the total quantity and the thread is inserted and
aligned in the holes. In this study, we developed a device that
automatically detects the quantity of bolts by detecting the bolts to
improve the convenience and assembly speed of workers. The
objective of this study is to apply the optimum bolt quantity detector
to the field by analysis after laboratory experiment using the designed
bolt quantity detector. Experimental design has 81 experimental
specimens of 3, 5, 7 in diameter and 5, 7, 10 mm in length, and 10,
15, 20, 25, 30, 35, 40, 50° of the angle of the alignment part. Each
experimental specimen was measured 100 times and then the mean
value was applied to find the optimum angle.
After 100 measurements of the diameter and length of a bolt, the
number of repetition was the lowest for the average value when the
bolt diameter was 5. In the development of machine bolt quantity
detector, the length was more important than the diameter of the bolt.
Keywords: Bolt Supply, Automatic Quantity, Quantity Feeder,
Quantity Detector, Bolt Aligner.

Ford who established a mass production system, leading to efficiency
and price reduction (Jeon, Kim, Park, & Hong, 2013; Choi, Han,
Seo, Woo, Lee, & Choi, 2005).
A device that accurately detects the quantity of machine Bolts in
an assembly line is needed to improve the working speed and reduce
the occurrence of defects[4-5]. Since the quantity required for
assembly now is identified by the operator's viewpoint, the working
time is increasing (Shin, 2007; Choi, Sin, & Kim, 2014). In
particular, a bolt that penetrates into the inside of the product due to
the operator's mistake during the assembly process, causes the noise,
performance degradation, and short service life (Ji & Kim, 2014;
Ling, Chen, & Tu, 2005).
In this study, we developed a device that automatically detects the
quantity of machine bolts by sensing the bolt to improve the
convenience and assembly speed of the operator (Shin & Kwak,
2016). That was made possible by modifying the dimension of the
bolt sorting part according to the characteristics of the bolt. And it is
to apply the optimum machine bolt quantity detector to the field by
analysis after laboratory experiment using the designed and produced
bolt quantity detector.

2. Materials and Methods
2.1. Frame design

1. Introduction
Contents due to the spread of avoiding the 3D (Dirty, Difficult,
Dangerous) industry, the assembly line is experiencing a manpower
shortage and increasing fatigue due to a simple repetitive work
(Joung, Zhao, Li, Noh, Jo, & Choi, 2013). The assembly line was
first introduced to the automobile assembly line in 1913 by Henry
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** First Author, Department of Smart Logistics, Pyeongtaek University,
Korea.
*** Co-Author, Department of Mechanical Engineering, Chung-Ang
University, Korea.
**** Co-Author, School of Electrical and Electronics Engineering,
Chung-Ang University, Korea.
***** Corresponding Author, Department of Mechanical Engineering,
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As shown in Figure 1, the existing bolt quantity detection method
is inconvenient for the operator to use in the field because the bolts
are placed on the plate in order to grasp the total quantity and the
thread is inserted and aligned in the holes.
Fig. 2 shows the method of aligning the bolts by giving vibration.
As a result, vibration, noise, and bolt threads are badly shot.
Therefore, it can not be used for tightening the engine that requires
precision.

Figure 1. Tray type

Figure 2. Hopper type
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In order to improve the productivity of assembly line, Auto CAD
was used for design. To increase the space efficiency of the assembly
line, the size of the width, length, and height of machine bolt
quantity detector was minimized and designed as 220×360×1170mm
as shown in Fig. 3. The frame used a 60x60 aluminum profile [11].

(1)

Figure 5. Mechanical model of slide vertical feeding unit

Figure 3. Drawing of machine bolt quantity detector

The bolt aligner is designed to feed the bolts to the assembly
position. The force exerted by the bolt aligner is shown in Fig..
The operating principle is that the angle is shifted according to the
inclination angle when the aligner rises. (10~50°) of the angle aligner.
The transfer condition is θ≥∅ as shown in equation (1).

The bolt aligner is composed of a vertical unit for aligning the
bolts and a vertical feeder unit including an air cylinder for driving
in the forward direction and a hopper for loading bolts and adjusting
the feed rate.
The vertical unit serves to simply supply the bolt by driving the
straight-forward unit from the hopper. The straight feeder unit drives
the vertical unit having the inclination angle up and down so that the
bolts are aligned to supply a certain amount of water.
Fig. 5 shows the kinematic model of the slide vertical unit. The
kinematic positional coordinates for the A point link are given by
Eqs. (2) and (3).

Here  : The amplitude of the slide block,

 : the angle of inclination of slide block,
∅ : the angle of inclination of the bolt center,
 : the angular velocity,
  : the bolt mass,

(2)
(3)
The position of point B are given by Eq. (4) and (5).

and  is the friction coefficient.
(4)
(5)
The position of the intersection of links L2 and L3 can be
expressed by Equation (6) and Equation (7).
(6)
(7)
Figure 4. The free of diagram by the bolt aligner

From equation (1), increasing the vertical repetition rate gets the
frictional force to have the more quantity at the bolt aligner feeder.
Therefore, the phenomenon of the bolt being shot is caused by the
increase in friction and a transfer device capable of supplying the
bolt without being influenced by the orientation and posture of the
bolt is required.
In this study, kinematic approach was adopted to make the transfer
to the up and down direction.

Substituting Eqs. (4) and (5) into Eq. (7) yields Eq. (8).
(8)
We put       and

     , the equation (8) is

expressed by equation (9).
(9)
The equation (9) is expanded as shown in equation (10).
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of the hemispherical SUS304 so that the detection sensor can detect
the bolts. The bolt detection sensor was RPACMT18-5DC proximity
sensor of Autonics Corporation in Korea[14-16].

The equation (10) is expanded as shown in equation (11).

(11)
The angle ∅ between point O and imaginary line R is given by
Eq. (12).

(12)
Figure 6. Machine bolt quantity detector

Equation (11) can be replaced by Equation (12).
(13)
If we find

in Eq. (13), Eq. (14) can be obtained.

(14)

In Fig. 8, (a) shows the bolt input part of the bolt quantity
detector, and (b) shows that the bolts are input, and when the air
cylinder (c) is driven, the discharge part (d) rises upward and
discharges the bolt. The air cylinder used the model name
CJ2QL16-60 of SMC company of Korea, and we made the angle of
the bolt transfer part of the discharge part adjustable.

Substituting Eqs. (12) and (14) into Eqs. (4) and (5) gives the
following equations.

(15)

(16)
Figure 7. Detection principle: (a) Alignment part, (b) Proximity sensor

By

(17)

  an be obtained as shown in equation (18).

(18)

  was     and the bolt aligner was fabricated using Eq. (19).

(19)

2.2. Experimental device
The components were assembled as shown in Fig. 2 by processing
SUS 304 material[12, 13]. Fig. 3 shows the detection principle of
machine bolt quantity detector. In the figure, (a) shows that the
system is driven and bolts are put into the return part. and (b) shows
the shape of the detector return part, which removes the middle part

Figure 8. Details of Detector: (a) Input part, (b) Bolt input, (c) Air
cylinder, (d) Discharge part
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2.3. Experimental device
Fig. 9 shows a flow chart. When the power is turned on, the air
cylinder operates and the bolt transfer part of the discharge part is
repeatedly driven up and down. When the bolts are input into the
input part, the bolts are aligned and moved to the discharging part,
and the number of bolts can be adjusted by adjusting the position of
the bolt detecting part. If there is no bolt in the return part, the
proximity sensor installed at the bottom part is turned on and bolts
are transferred to the return part. When bolts are transferred to the
return unit, the proximity sensor operates and turns off. When the
discharge part is driven and becomes equal to the number of bolts
set in the alignment part, it is turned off and becomes a standby
state. When the operator collects the bolts for assembly, the
alignment sensor is driven while the detection sensor of the return
part is turned on. The driving time is 0.5 second/no. of times and is
set to be up and down two times in 1 second.

Table 1. Experimental design on the number of driving times of the
discharge part according to the diameters and lengths of bolts and the
angles of the alignment part
Bolt
D
( )
3

5

7

Angle of the

L
(mm)
5
7
10
5
7
10
5
7
10

alignment part (°)

10

15

20

25

30

35

40

45

50

T1
T2
T3
T4
T5
T6
T7
T8
T9

T10
T11
T12
T13
T14
T15
T16
T17
T18

T19
T20
T21
T22
T23
T24
T25
T26
T27

T28
T29
T30
T31
T32
T33
T34
T35
T36

T37
T38
T39
T40
T41
T42
T43
T44
T45

T46
T47
T48
T49
T50
T51
T52
T53
T54

T55
T56
T57
T58
T59
T60
T61
T62
T63

T64
T65
T66
T67
T68
T69
T70
T71
T72

T73
T74
T75
T76
T77
T78
T79
T80
T81

3. Results and discussion
3.1. The average value according to the angles of alignment
part
Table 2 shows the average value from the measurements of 100
times per experiment specimen. In the table, it is found that the
discharge part drives the least at 20° of the angle of the alignment
part. If the angle of the alignment part is 10° or 15°, the friction
force of bolts and the discharge part is increased and thus the
number of driving is increased [17-18]. At an angle of 25° or more,
it is judged that the number of repetition is increased because the
bolt descends before it is seated on the discharge portion.
Table 2. Number of drives according to bolt diameter and length and the
angle of the alignment part
Bolt
L
(mm)
5
3
7
10
5
5
7
10
5
7
7
10
Average

D
()

Figure 8. Flow chart

2.4. Experimental design
The experimental design is shown in Table 1. A total of 81
experimental specimens were placed with bolt diameters of 3, 5 and
7, lengths of 5, 7 and 10 mm and angles of 10, 15, 20, 25, 30, 35,
40, 45, 50°. The experimental specimens are consisted of T1 to T81
with the first letter of test, and T1 means the experimental specimen
of Test 1. Each experiment specimen is to find the optimal angle by
applying the average value after measuring 100 times.

Angle of the alignment part (°)
10

15

20

25

30

35

40

45

50

4.24
6.23
7.09
5.32
5.21
5.52
5.02
6.41
6.29
5.70

4.16
5.16
5.21
3.42
3.42
3.21
3.45
4.02
4.23
4.03

2.07
3.29
2.89
2.78
3.27
2.48
2.75
3.89
3.75
3.02

2.35
3.48
3.54
2.87
3.56
4.05
3.21
3.99
4.08
3.46

3.05
3.87
2.98
3.26
4.02
4.35
3.01
4.21
4.28
3.67

3.36
4.26
4.14
3.75
4.36
5.18
3.49
5.18
5.17
4.32

4.17
4.68
4.48
4.25
4.47
5.42
3.88
5.49
5.42
4.70

4.69
5.38
5.09
5.05
4.59
5.77
4.72
8.98
5.65
5.55

4.89
5.72
5.64
7.34
6.75
6.48
5.48
6.21
6.24
6.08

Average
3.66
4.67
4.56
4.23
4.41
4.72
3.89
5.38
5.01
4.50

3.2. Number of repetitions according to the angle of
alignment part
Fig. 10 shows the results for the number of repetitions according
to the angle of the alignment part when the diameter of bolt is 3, 5,
7 and the length of bolt is 5 mm. In the figure, the driving
frequency of the alignment part is the smallest at 20, 25, and 30°. It
is better to take 20° to minimize the size and reduce the energy
generated during driving.
Fig. 11 shows the results for the number of repetitions according
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to the angle of the alignment when the diameter of the bolt is 3, 5,
7 and the length is 7 mm. In the figure, the driving frequency of the
alignment part is the smallest at 20 and 25°. It is better to take 20°
to minimize the size and to reduce the energy generated during
driving.
Fig. 12 shows the results of the number of repetitions according to
the angle of the alignment part when the diameter of the bolt is 3,
5, 7 and the length is 10 mm. In the figure, the driving frequency of
the alignment part is the smallest at 20 and 25°.
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according to the alignment angle. The number of driving times
decreased from 10° to the lowest at 20° to Fig. 13 shows the
average of the number of driving times according to the alignment
angle. The number of driving times decreased from 10° to the lowest
at 20° to 3.02. The number of driving times tends to increase from
25° of the alignment part. As the angle increases, it is judged that a
bolt is not seated in the alignment part.

Figure 13. Average value according to the angle of the alignment part
Figure 10. No. of driving according to the diameter and the angle of
alignment part when the bolt length is 5mm

Fig. 14 shows the mean value after 100 measurements of bolt
diameter and length. In the Fig. 3-5 indicates a bolt diameter of 3
and a bolt length of 5 mm. The repetition frequency is the lowest at
the 5 of bolt diameter. It is found that a large number of driving
times is required in the range of 7-7 (7 mm in bolt diameter and 7
mm in bolt length).
bolt diameter. It is found that a large number of driving times is
required in the range of 7-7 (7 mm in bolt diameter and 7 mm in
bolt length).

Figure 11. No. of driving according to the diameter and the angle of
alignment part when the length of bolt is 7 mm

Figure 14. Average value according to bolt diameter and bolt length

3.3. On-site evaluation

Figure 12. No. of driving according to the diameter and the angle of
the alignment part when the length of a bolt is 10 mm

If the angle of the alignment part is large, it is judged that the
repetition frequency is increased due to the increase of the kinetic
energy with bolts by driving.
Fig. 13 shows the average of the number of driving times

Figure 15 shows the machine bolt quantity detector installed in the
field by confirming that the optimal angle is 20° by a performance
experiment and analysis of the system.
Table 3 shows the average value of 100 measured values of the
bolt diameter and length when the angle of the alignment is 20°.
Regardless of the diameter of the bolt, when the length is 5mm, the
driving frequency is the smallest. In the development of the bolt
quantity detector, the length of the bolt is more important than the
diameter of the bolt. The length of the bolt is turned out to be an
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important variable rather than the bolt diameter. This is due to the
fact that, if the length of the bolt is long, the bolt is interfered when
it is seated on the alignment part.

Figure 15. Systems built by laboratory experiment
Table 3. Measurements of bolt diameter and length from 100 drivings when
the angle of the alignment part is 20°
Bolt
Diameter()

Length(mm)
5
7
10
5
7
10
5
7
10

3

5

7
Average

Angle
20
2.23
3.18
3.34
2.86
3.27
3.76
2.54
3.46
4.18
3.20

Fig. 16 Shows the average value according to the number of
repetitions of the alignment part by length with respect to the bolt
diameter. In the figure, the driving frequency is the smallest when
the bolt diameter is 3 and the bolt length is 5mm. Y is the slope,
and the degree of convergence of the slope is expressed with the
coefficient of determination. When the bolt length is 7mm, it shows
the most constant value, and when the length is 10mm, it shows the
most driving frequency. The reason of the greatly increased driving
frequency of the 10 mm bolt is due to the fact that it is difficult to
seat on the alignment part because of the long length.

Figure 16. Average value of 100 measurements
by length according to bolt diameter

4. Conclusion
In this study, we developed a device that automatically detects the
quantity of machine bolts by sensing the bolts to improve the
convenience and the assembly speed of the workers. The optimum
bolt quantity detector was applied to the field by analysis after
laboratory experiments using the designed and produced machine bolt
quantity detector.
It was shown that the discharge part drives the least in the section
where the angle of the alignment part is 20°. When the angle of the
alignment part is 10 or 15°, it is judged that the number of driving
increases due to increase in frictional force between the bolt and the
discharge part. When the diameter of the bolt is 3, 5, 7 and the
length is 5 mm, the number of repetitions according to the angle of
the alignment part is the smallest at 20, 25 and 30°.
According to the angle of the alignment part, the driving
frequency of the average value for the number of driving decreased
from 10 degrees and was the least at 20° with 3.02. When the angle
of the alignment part is 20°, the driving frequency is the smallest
when the length is 5mm regardless of the diameter of the bolt. In
the development of machine bolt quantity detector, the length of the
bolt is important variable more than the diameter of the bolt.
The productivity of automatic detection of bolt quantity was 1.2
times higher than that of conventional manpower.
In addition, bolts are prevented from being mixed in the engine,
so that the failure by human does not occur.
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A Study on the Repurchase Intention of Korean Fashion Brands by Chinese Ladies
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Abstract
With the development of the e-commerce market, consumers shop
online through the internet, and the scale of online shopping increases
rapidly, especially through the use of smart phones.
With the growth of online shopping in China, consumers demand
for higher quality products and seek for personalization. Recently,
new media such as mobile, internet and social media based on
communication technology have grown rapidly. Meanwhile, the
popularity of e-commerce around the world has a great impact on
people's lifestyle and consumption habit. With the growth of online
shopping in China, consumers demand for higher quality products and
seek for personalization .The main reason why Chinese consumers
buy Korean fashion brands is because of the celebrity endorsement.
According to the results, First, in brand characteristics, brand image,
brand awareness, perceived quality and product diversity have
prominent influence on consumer’s satisfaction degree and
repurchasing intention.. Second, among consumer characteristics,
fashion involvement, innovation and economy have prominent
influence on consumer’s satisfaction degree and repurchasing intention.
Third, impulsiveness in consumer characteristics has no prominent
influence on satisfaction degree, Forth, the consumer’s satisfaction
degree of fashion brands has significant influence on repurchasing
intention.

reached 166.2 billion RMB. Amore Pacific group, a South Korean
company that sells cosmetics, clothing and other products, achieved
390 million yuan in revenue that day, up by 53% from the previous
year. LG health group reached a record of 26.4 million yuan for The
Singles' Day last year, an increase of 112% over the sales of
cosmetics in the first half of last year. Sales of other well-known
brands rose 54% year-on-year to 8.28 million RMB (Asian economy,
November 13, 2017). It is therefore this study is needed since the
demand for Korean brands from China is increasing continuously.
The main reason why Chinese consumers buy Korean fashion
brands is because of the celebrity endorsement. The report surveyed
consumers in mainland China, Hong Kong, Taiwan and Singapore
about their cognition and willingness to buy Korean beauty brands.
Friends recommended (63%), brand websites (42%) and fashion /
beauty websites (40%) to provide mainland consumers with the top
three information channels for beauty products. In addition,
interviewees from the mainland showed strong interest in Korean TV
series, music and famous Korean stars. 39% of their knowledge of
Korean brands came from advertisements and 25% from Korean
series. Therefore, China is the most attractive market With the
emergence of stars with Korean style, many Chinese consumers
imitate South Korea's fashion style, regard South Korea as the most
attractive market and popularize South Korea's fashion style. Through
the influence on South Korea's goodwill, we can see the current
situation of preference for South Korean products (Liu, 2010).

Keywords: Brand, Chinese Consumers, Korean Brand.

2. Theoretical Background
1. Introduction
With the development of the e-commerce market, consumers shop
online through the internet, and the scale of online shopping increases
rapidly, especially through the use of smart phones.
With the growth of online shopping in China, consumers demand
for higher quality products and seek for personalization. The sales
volume of online shopping retail in China was 717.5 billion yuan, an
increase of 32.2% over the previous year. In particular, Alibaba's total
sales in the world's largest online shopping festival (November 11)
* 1st Author, Master Student, Graduate School of EC, Kongju National
University E-mail: zhangyx@naver.com
** Corresponding Author, Professor, Dept of Business Information
Education, Kongju National University, E-mail: leejh@kongju.ac.kr

According to American Marketing Association (AMA), brand is
defined as “the name, symbol, design or the combination of these
elements specific sellers used to identify products and services from
other competitors.” So the meaning of a brand is not only the name,
characteristics or the trade mark of its products, but also including all
essential factors of linguistic and nonlinguistic elements to distinguish
the quality of products and other competitive products.
With the development of Chinese economy, politics and culture in
the world, the economic communication between China and Korea is
increasingly deepening. Therefore, more and more Korean products of
fashion brands are entering Chinese market. Recently, popular Korean
fashion brands in China are NANING9, MIXXO, CHUU, SPAO,
SJYP, BASIC HOUSE and etc., which include brands of cosmetics,
fashion accessories, casual wear, spa and so on. These brands mainly
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aim at females from 10 to 20 as their main consumer group and are
characterized by selling basic items, distinct designs and inexpensive
casual wear products.
Now China has a total population of 1.35 billion and among them,
0.9 billion people use the internet and about 0.75 billion people use
internet access and social networks every day. China received much
attention for its market is the largest in scale and the fastest in
development rapid around the world. In the internet market
accumulated by stock markets of China, offline market is also
developing substantially in a long run. In Chinese online shopping
markets, T store of Alibaba takes up the biggest market share, while
JD and Vipshop have an even more fierce competition in social
media marketing because of differentiation strategies. China has
become an important marketing tool at present. According to analysis
of National Statistics Bureau, in 2017, China is growing into the
biggest fashion consumer market and its market consumption scale is
about 1.8 trillion RMB (300 trillion KRW).

3. Research Model and Research Hypotheses
The model of this research is based on main concepts proposed
under theoretical background and derives brand characteristics (brand
image, brand awareness, perceived quality and product diversity) and
consumer characteristics (economy, fashion involvement and
innovation, impulsiveness) from affect between satisfaction degree and
factors to repurchase of Chinese females toward Korean fashion
brands.

Figure 1. Research Model

From the study on the effect of brand image on consumer’s
satisfaction degree, Hong and Pang(2017) studied the brand image of
coffee chains through the effect of consumer’s satisfaction on
repurchasing. At the same time, Lee Hee-Hwa et al.’s (2017) studies
on the effect of brand awareness on satisfaction degree show that the
practicability of sports information exploring has meaningful influence
on brand awareness, purchasing desire and repurchasing intentions. At
the same time, Cho(2015) through the Impact of Swimming Service
Quality Perception on Participation Satisfaction, Life Satisfaction,
Mental Health in the Elderly; Seo Jin Woo and Oh Myung Suk’s
(2009) study on the relation of product diversity, product satisfaction

degree and purchasing intention in eating lifestyle shows that product
diversity has prominent influence on satisfaction degree.
According to the above arguments, the following consumption of
contribution to customer satisfactory from brand image, brand
awareness, perceived quality and product diversity could be made
H1:

brand characteristics shall have positive influence on
satisfaction degree.
H1-1: brand image shall have positive influence on satisfaction
degree.
H1-2: brand awareness degree shall have positive influence on
satisfaction degree.
H1-3: perceived quality shall have positive influence on
satisfaction degree.
H1-4: product diversity shall have positive influence on
satisfaction degree.

Zhang Yanbin studied the consumer’s satisfaction, and after that,
studied the crucial effecting factors of continuing use intention and
switching intention. In variates set, variates in user characteristics
have innovation and using experience, while variates in brand
characteristics have perceived quality, brand awareness, brand trust
and etc. According to research results, all variates have positive affect
on consumer’s satisfaction. Related researchers Park and Lim(2011)
studied A Comparative Study on the Clothing Involvement, Price and
Discount Influence of Consumer Satisfaction between Korea and the
United States;
The effects of economy on satisfaction were found in Hong(2012),
Buying Motivation of Fashion Products in Social Shopping, and the
Relationship with Trust and Satisfaction-Focusing on fashion
innovativeness as a Moderating Effect;
The effects of impulsiveness on satisfaction were found in
Zhu(2018), The Influence of the Characteristics of TV Home
Shopping on Customer Satisfaction and Repurchase Intention.
According to the above arguments, the following consumption of
contribution to customer satisfactory from economy, innovation,
fashion involvement and impulsiveness could be made
H2: consumer characteristics have positive influence on satisfaction
degree.
H2-1: economy has positive influence on satisfaction degree.
H2-2: innovation has positive influence on satisfaction degree.
H2-3: fashion involvement has positive influence on satisfaction
degree.
H2-4: impulsiveness has positive influence on satisfaction degree.
The effects of satisfaction on repurchase intention were examined
by Yu(2017), Impact of Store Attributes of SPA Brands on Customer
Satisfaction, Brand Loyalty, and Repurchase Intention;
Based on the above discussion, we set the following hypothesis on
the relationship between satisfaction and repurchase intention.
H3: satisfaction have positive influence on repurchase intention
degree.
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Table 1. Operational Definition
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5. Conclusion

Variables
Operational Definition
brand image All impressions of the brand
brand
The degree of recognition or recall of the
awareness
brand
brand
perceived
Consumer-relevant quality of product
characteristics
quality
attributes
product
Product variety and The possibility of
diversity
consumers buying their favorite products
The possibility of buying a reasonable
economy
product at a reasonable price
The trend of buying new products before
innovation
consumer
others
characteristics
fashion
Perceived personal importance and
involvement relevance for fashion products
impulsiveness No plan, improvisational buying trend
Consumers' love after purchasing fashion
satisfaction
brand products
The intention of the consumer to buy the
repurchase intention
brand again after purchasing the fashion
brand product

4. Empirical Analysis
We surveyed Chinese female consumers who have experienced
purchasing Korean fashion brand products. The survey was conducted
from January 1, 2018 to January 20, 2018. The survey was
conducted on the China Survey website questionnaire. Of the 300
questionnaires collected, apart from 11 untrue answers, the remaining
289 were for final analysis.
According to the result of the item, the 20th generation (40.5%)
occupied the highest proportion and Employees occupy 26.6% of the
proportion, 163 people whose monthly average is below 3,000 yuan,
In the recent purchase situation, it reached 106 people within a
month and The reason for their purchase is to be satisfied with the
quality.
The final structural model is built by analyzing measuring projects
and measuring model. Table 7 shows the measuring result of the
whole structural model. The fit index of the structural model multiply
2 equals 687.678 (df=557, p=0.000), GFI=0.891, AGFI=0.869, NFI=
0.901, IFI=0.979, CFI=0.979, RMSEA=0.029. Standardized factor
loading are all above 0.7, and the number of SMC is above 0.5.
Latencies can be explained as variances of relevant measuring factors.
Therefore, the results are right from the analysis of SMC number and
fitting analysis of structural model.

First, the brand image, brand awareness, perceived quality and
product diversity have positive influence on satisfaction degree. In
other words, when consumer is purchasing the same kind of products,
the quality of products plays an important role in purchasing desire.
Good quality can also improve the brand image effectively. Secondly,
economy, fashion involvement and innovation all have positive
influence on satisfaction degree. That is to say, consumers emphasize
that the required properties of purchased products are depend on the
importance of products to them. Third, impulsiveness does not have
positive influence on satisfaction degree. It is because consumers
purchase a product in a short time when it is at a discount, so it is
hard to know whether it is good or not or consumers are only
satisfied with its design but felt not as good as they imagined when
they use it
In this research, a research model is proposed through the
influence of brand characteristics and consumer characteristics on
satisfaction degree and repurchasing intention. Therefore, according to
the results of this research, the strategic significance of brand
characteristics and consumer characteristics that emphasizes improving
consumer’s satisfaction degree and repurchasing intention is as
follows.
First, The brand images of Korean fashion brands have the charm
and perceived value that satisfy consumers. In addition, the diversity
of product types can induce consumers to visit again, improving
management performance. In the future, in order to promote
marketing strategies, the brand awareness, image and ways of
purchasing behaviors not only combine with simple market, but also
have lasting interests and improve the truthfulness of consumers.
Second, Repurchasing behaviors and products’ influence provide basic
information for products and are crucial standards for consumers
purchasing products. To constantly induce consumers to take part in a
shopping center can promote the profitability of that shopping center.
Third, Because consumers must push the impulsiveness to purchase
by selecting products that is beyond normal purchasing pattern or
discount coupons, so shopping centers must emphasize advantages of
products and discount coupons and strengthen marketing and sales
promotion through medias and attracting consumers through websites.
Forth, Thus, as it is showed in this research results, it is necessary to
make strategies that can provide and develop better products so as to
let consumers feel increasingly satisfied.

Table 2. hypothesis verification Resul
hypotheses
H1-1: Band image→Satisfaction
H1-2: Band awarenss→Satisfaction
H1-3: Perceivd quality→Satisfaction
H1-4:Product diversity Satisfaction
H2-1: Economy→Satisfaction
H2-2: Fashion involvement→Satisfaction
H2-3: Innovation→Satisfaction
H2-4: Impulsive→Satisfaction
H3: Satisfaction→Repurchase intention

Estimate
.215
.157
.230
.130
.151
.196
.152
.024
.385

S.E.
.067
.066
.087
.063
.068
.067
.068
.072
.060

C.R.
3.196
2.388
2.648
2.115
2.237
2.926
2.253
.334
6.437

P-Value
.001
.017
.008
.034
.025
.003
.024
.739
***

Result
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
dismissal
Accepted
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In the future research, it is necessary to take purchasers of both
sex and from various industries as research objects and have a
comprehensive analysis and detailed comparison research.
In addition, this research sets up four variates for brand
characteristics, which are brand image, brand awareness, perceived
quality and product diversity. But the future research shall review
previous research in a broader area and take all kinds of variates as
brand characteristics to study.
In the end, it has limitations in the aspect of generalization. At
present, the preference for Korean fashion brands increases rapidly
around the world.
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A Study on the Repurchase Intention of Leisure Foods Using Online Shopping Mall
in China: Focused on the Purchase of Three Squirrels
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Abstract
The Chinese e-commerce market is steadily growing. With the
popularization of e-commerce platforms such as Alibaba and
Jingdong, emerging enterprises have achieved success in a short
period of time. Recently, the influence of international e-commerce
policy and the development of low-temperature distribution system
have led to an increase online food shopping in China. Especially, as
the purchasing power of Chinese people becomes stronger, the need
for nutritional health and convenient food increases, and the policy of
the Chinese government also helps the development of the leisure
food industry. First, because of the time and physical constraints, the
numbers of survey collected were limited and large-scale sample
surveys were not conducted. Second, The ages to be surveyed were
in their twenties and thirties, and occupation was concentrated on
office workers and students. Third, customer satisfaction of online
leisure food shopping has a significant effect on customer loyalty and
repurchase intention. Therefore, studying how customer satisfaction of
online leisure food shopping affects customer loyalty and repurchase
intention will become a valuable research direction in the future.
Lastly, in this study, I have adopted the factors of purchasing factors
on online leisure food through existing literature studies, but there is
a limit to present the factors that influence purchase factors.
Therefore, further study is needed to clarify the effects and
relationships between various variables that may affect purchase
factors.

policy and the development of low-temperature distribution system
have led to an increase online food shopping in China. Especially, as
the purchasing power of Chinese people becomes stronger, the need
for nutritional health and convenient food increases, and the policy of
the Chinese government also helps the development of the leisure
food industry.
In this environment, online leisure food was developed rapidly.
According to the data released by 21CN Finance, the sales amount of
leisure food in the e-commerce area is close to 50%. As the number
of Internet shopping users has surged, sales of food that was limited
to off-line are also rapidly increasing. The Chinese leisure food
market size will grow steadily.

2. Purpose
First, Analyze the factors affecting repurchase intention of leisure
food in online shopping malls by referring to previous research on
online shopping.
Second, Analyze the influence on satisfaction by the purchasing
factors of online leisure food
Third, As an online leisure food company, it is necessary to grasp
the reasons why Three Squirrels is welcomed by buyers, and analyze
the effect of online leisure food shopping satisfaction on customer
loyalty and repurchase intention.
Lastly, Through the analysis of the survey results, strategic use of
purchasing factors that affect online leisure food shopping satisfaction,
customer loyalty and repurchase intention, present suggestions and
future directions for companies.

Keywords: Repurchase Intention, Leisure Foods, Online Shopping
Mall, Three Squirrels.

3. Research Model
1. Introduction
The Chinese e-commerce market is steadily growing. With the
popularization of e-commerce platforms such as Alibaba and
Jingdong, emerging enterprises have achieved success in a short
period of time. Recently, the influence of international e-commerce

* 1st Author, Master Student, Graduate School of EC, Kongju National
University E-mail: liqingzhu26@naver.com
** Corresponding Author, Professor, Dept of Business Information
Education, Kongju National University, E-mail: leejh@kongju.ac.kr

As shown in Figure 1, The research model of this study is based
on the previous studies and the factors influencing the customer
loyalty and the repurchase intention of the online leisure food were
derived from Chinese consumers. Reviewing previous research factors
affecting customer loyalty and repurchase intention of online leisure
food led to be divided into online shopping characteristics
factors(Convenience, Product Diversity, Discount, Entertainment),
Consumer Characteristics Factors(Social Impact, Brand Image), Quality
Factors(Service Quality, Product Quality), satisfaction Present and
develop a research model.
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plans to improve the positive brand image by highlighting the
marketing and corporate image with unique design products and
features to enhance the brand image.
Lastly, for each item that constitutes the service quality, the
vendor will need continuous quality of service management. In
particular, the issues of return and refunds of the most important
quality of service require the current turmoil and the provision of a
uniform and sound standard. In order to guarantee uniformity of
quality, it is urgent to establish a continuous quality control system

4.3. limitation

Figure 1. Research model

4. Results
4.1 Hypothesis Test
Table 1. Hypothesis Testing Results
Route(Hyphothesis)
H1-1: Convenience→Satisfaction
H1-2: Product Diversity→
Satisfaction
H1-3: Discount→Satisfaction
H1-4: Entertainment→Satisfaction
H2-1: Social Impact→Satisfaction
H2-2: Brand Image→Satisfaction
H3-1: Service Quality→
Satisfaction
H3-2: Product Quality→
Satisfaction
H4: Satisfaction→ Customer
Loyalty
H5: Satisfaction→ Repurchase
Intention
H6: Customer Loyalty→
Repurchase Intention

Estimate S.E. C.R. p-value Result
0.203 0.058 3.512
*** Accepted
0.072

0.049 1.469

0.142

Rejected

0.107
0.004
0.090
0.079

0.048
0.039
0.045
0.038

2.233
0.091
2.003
2.070

0.026
0.928
0.045
0.038

Accepted
Rejected
Accepted
Accepted

0.071

0.035 2.012

0.044

Accepted

0.114

0.050 2.272

0.023

Accepted

0.543

0.076 7.108

***

Accepted

0.493

0.079 6.233

***

Accepted

0.275

0.059 4.659

***

Accepted

4.2. Implications
First, the study of online shopping has been actively carried out,
but research on online leisure food is limited. In this respect, through
the analysis of specific Field of leisure food, it is necessary to grasp
the factors influencing customer loyalty and repurchase intention, It is
meaningful that the industry can help building of a competitive
marketing strategy.
Second, online leisure food companies should make appropriate
adjustments when they implement marketing strategies in the online
shopping market. Enterprises will continue to provide discounts, and
efforts should be made to increase the practicality of online shopping
malls.
Third, through the experience of online leisure food shopping of
various routes, multi-angle strategies should be presented to increase
the social impact of online shopping. Also, it is necessary to make

First, because of the time and physical constraints, the numbers of
survey collected were limited and large-scale sample surveys were not
conducted.
Second, The ages to be surveyed were in their twenties and
thirties, and occupation was concentrated on office workers and
students.
Third, customer satisfaction of online leisure food shopping has a
significant effect on customer loyalty and repurchase intention.
Therefore, studying how customer satisfaction of online leisure food
shopping affects customer loyalty and repurchase intention will
become a valuable research direction in the future.
Lastly, in this study, I have adopted the factors of purchasing
factors on online leisure food through existing literature studies, but
there is a limit to present the factors that influence purchase factors.
Therefore, further study is needed to clarify the effects and
relationships between various variables that may affect purchase
factors.
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A Study on the Chinese of Korean E-learning Webpage Continuance Using Intention
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Abstract
In 1933, Korean culture entered into the Chinese market of which
the Korean-style video products, costumes, Hip-Hop songs, Korean
cuisine and other Korean styles attracted the attention of people.
Korean hot air swept through China. Moreover, although there are
many researches on e-learning in China, it is very few studies on
e-learning in foreign languages such as Korean. Nowadays, the
development prospects of online education in China are very good.
The rising demand for education and the development of IT
technology have provided the impetus for Chinese online education
and education has become easy. According to the results, First of all,
from the company's point of view, the management of personal
privacy is the most important to users. Secondly, the company should
take seriously whether the user has experience or not in promoting a
Korean learning website or discovering potential users. Thirdly, in
order to gain the user’s satisfaction, it is necessary to improve the
quality of corporate lecturers, strengthen web page design and system
security, thereby improving user satisfaction and increasing the
willingness to use continuously.
Keywords: E-Learning ,Korean Languages, Information, Reliability,
Continuance Using Intention.

1. Introduction
In 1933, Korean culture entered into the Chinese market of which
the Korean-style video products, costumes, Hip-Hop songs, Korean
cuisine and other Korean styles attracted the attention of people.
Korean hot air swept through China. Young people in particular are
particularly fond of the Korean Wave. In addition, geographically,
South Korea and China are adjacent to each other. Chinese tourists
visiting Korea every year due to the image of hot Korean winds are
gradually increasing. In addition, there are many Korean companies in
China and there are many job opportunities. Therefore, the demand
for the Korean language learning market has increased, and people
* First Author, master Student, Graduate School of EC, Kongju National
University E-mail: xuhonghao12@naver.com
** Corresponding Author, Professor, Dept of Business Information
Education, Kongju National University, E-mail: leejh@kongju.ac.kr

who want to learn Korean have gradually increased.
In the context of the knowledge society, a learning method of
online education like e-learning, has developed at a rapid pace which
has solved the shortcomings of traditional education and promoted the
development of the education system to intelligent education.
Especially in Korean education in the era of e-learning, e-learning has
become a learning service that enhances the interaction between
teacher-learners and learner-teachers for the sake of learners'
convenience and learning satisfaction.
Moreover, although there are many researches on e-learning in
China, it is very few studies on e-learning in foreign languages such
as Korean. Therefore, taking the characteristics of e-learning and the
learner, this study has carried out a research on the relationship
between the degree of satisfaction and the the continuance intentions
of Chinese people to Korean e-learning education. Under this
relationship, the main factors that influence the satisfaction of learning
are measured and emphasized, and through prior research and
statistical analysis, it is revealed how the current e-learning education
website for Korean learning in China should operate in a strategic
way for the purpose of satisfying learners' learning satisfaction and
continuous use.
The detailed purpose of this paper is: 1. To grasp the current
market situation of e-learning education in Korean. 2. To analyze the
characteristics of the e-learning site and the excellent learner and then
to identify the main factors that influence the satisfaction of learning
and the continuance intention, and measure the degree of the
influence. From this, a more convenient, cheaper, and more effective
learning programs can be provided for learners, and then their
learning efficiency and learning satisfaction will be improved. 3.
Through the analysis of the research, to provided a win-win business
plan for companies devoted to e-learning education of Korean and
learners in China.

2. Theoretical Background
E-learning is a kind of self-directed educational learning method
informed of the interaction between network and learners by applying
the network flexible at their willing time and place. According to the
paper of Chuseongok(2006), e-learning has Low cost, Time/Space
Saving, Sharing of intelligence and knowledge resources,
Transformation in interaction patterns, A kind of targeted learning
with learner-centered, Role-centered, Vitality of Intelligence resources,
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Containment and cooperation in economy, society and culture,
Continuous retraining of human resources 9 characteristics.
Nowadays, the development prospects of online education in China
are very good. The rising demand for education and the development
of IT technology have provided the impetus for Chinese online
education and education has become easy. According to the survey
results of I-Research 2017, the scale of online language education in
China reached 100 million learners in 2017 that is an increase of
22.8% over the same period of last year. It is expected that the
online language education market will continue to grow in the next
few years. In 2017, the number of online language education users in
China reached 26.442 million, of which Korean learners accounted for
2.8%.

H9: The experience of user will have a positive impact on
continuous use intentions.
H10: The usefulness of perception has a positive effect on the
continuance intention.
H11: The experience of user has a positive impact on satisfaction.
H12: The usefulness of perception has a positive effect on
satisfaction.
H13: Satisfaction will have a positive effect on continuous use
intentions.

4. Empirical analysis and hypothesis verification
4.1. Data Collection and Measurement

3. Research model and hypothesis setting
Based on the theoretical background and prior research of Chapter
2 and combined the characteristics of the Korean education website
(Convenience, Reliability, Safety, Service Quality) and the
characteristics of user(user’s experience, Perceived Usefulness), this
research is carried on with the purport of the influence of the
continuance intention of online Korean education.

Figure 1. Research model

H1: Convenience has a positive effect on continuous use intentions
H2: Reliability will have a positive impact on continuous use
intentions.
H3: Security will have a positive effect on continued use intentions.
H4: The quality of service has a positive effect on the intention of
continuous use.
H5: Convenience has a positive effect on satisfaction.
H6: Reliability has a positive effect on satisfaction.
H7: Security will have a positive effect on satisfaction.
H8: The quality of service has a positive effect on satisfaction.

The questionnaire for this study was based on an online survey
conducted by residents of 27 districts in Shandong, Jilin, Henan,
Zhejiang provinces, etc., from March 15, 2018 to April 3, 2018. A
total of 405 samples is collected through the China Survey website.
After eliminating 22 invalid questionnaires, 383 were finally used for
analysis of this paper.In the process, to make more sffective analysis,
several analysis tools and analysis programmes are used, IBM SPSS
24.0 and IBM AMOS 24.0.
According to the characteristics of demographic, the proportion of
male respondents was 161 (42.0%) and female was 222 (58.0%).The
specific age structure is 8 people (2.1%) who are younger than 20
years old, 191 people (49.9%) over 20 years old, 155 people (40.5%)
over 30 years old, 28 people (7.3%) over 40 years old and 1 (0.3%)
over 50 years old, it is suggest that respondents who was over 20
years old and over 30 years old are the main users of the Korean
education website. From the reasons for using the Korean education
website, 110 (28.7%) thought it was time-saving, and 154 (40.2%)
believed that they trusted the education level of the Korean language
website, and 104 (27.2%) thought it was cheap. Other reasons are: 15
(3.9%).From the major website for Korean language learning, New
Oriental are 74 (19.3%), Hujiang are 135 (35.2%), Chuanke of Baidu
are 107 (27.9%), Tencent Classroom are 63 (16.4), and MOOC are 4
(1.0%).
In general, it can be judged to be authentic if the Cronbach’s
alpha is above 0.6. The Cronbach’s alpha of all the variables in this
paper is above 0.8, so they can be judged to be authentic. After the
model’s fitting degree is measured, reliability and validity should be
measured according to the concept of the measurement model. The
fitness index of model construction is: x²=628.938(p=0.000),
x²/DF=1.260,
GFI=0.914,AGFI=0.897,
NFI=0.919,
IFI=0.982,
CFI=0.982, RMSEA=0.026 all of which meet the standards. The load
factors of standardization factors are all above 0.5 and SMC are all
above 0.4. Therefore, there is no issue in the analysis results of SMC
and model fitness, which can be used as the final research model.
The results of the variables in this paper are as follows: <Table 4-1>.
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Table 1. The Result of Hypothesis
Hypotheses
H1:Convenience → Satisfaction
H2:Reliability → Satisfaction
H3:Security → Satisfaction
H4:Service Quality → Satisfaction
H5:User Experience → Satisfaction
H6:Perceived Usefulness → Satisfaction
H7:Convenience→Intention of continued use
H8:Reliability→Intention of continued use
H9:Security→Intention of continued use
H10:Service Quality→Intention of continued use
H11:User Experience → Intention of continued use
H12:Perceived Usefulness → Intention of continued use
H13:Satisfaction →Intention of continued use

5. Conclusions and Limitations
5.1 Summary of the research results
Limitations of the study and directions for future research are
presented.
First of all, from the company's point of view, the management of
personal privacy is the most important to users. In order to meet the
demands of consumers, the operators of Korean learning website
should provide services that are convenient, reliable, and of high
quality which will have a good impact on satisfaction and the
intention continued use to promote their own development.
Secondly, the company should take seriously whether the user has
experience or not in promoting a Korean learning website or
discovering potential users. As a company, it is necessary to provide
users with a good experience and does their utmost to promote the
intention of continuous using. From the user's point of view, different
Korean learning sites will choose according to the different purpose
of the user's learning. If the learning website they selected does not
achieve its learning objectives well, they can’t get a good experience,
then the intention of continuous use will be not strong. Therefore, the
company should take the user's preferences into consideration to set
the information provided on the website, and regularly update the
content useful to the user so as to improve the user's satisfaction and
the intention of continuous use.
Thirdly, in order to gain the user’s satisfaction, it is necessary to
improve the quality of corporate lecturers, strengthen web page design
and system security, thereby improving user satisfaction and
increasing the willingness to use continuously.

5.2. The critical point and future direction of research
Above all, from the analysis of the frequency of this paper, the
majority of the respondent are female office workers about 20-30
years old. The studies in future should consider more detailed
comparisons of more industry types and age groups.
Then, there are (xyz) variables that are set in the dissertation. In
future research, it should take more reference areas of prior research

Estimate
0.233
0.279
0.326
0.268
0.084
0.370
0.085
0.079
0.107
0.100
0.022
0.110
0.178

S.E.
0.058
0.075
0.070
0.062
0.066
0.088
0.031
0.040
0.038
0.033
0.034
0.047
0.035

C.R.
4.010
3.730
4.683
4.360
1.273
4.211
2.750
1.986
2.847
3.018
0.646
2.338
5.067

P-Value
****
****
****
****
0.203
****
0.006
0.047
0.004
0.003
0.518
0.019
****

Result
A
A
A
A
R
A
A
A
A
A
R
A
A

to establish more variables.
Finally, with the rapid development of science in the
artificial-intelligence era, the development of e-learning can combine
artificial intelligence technology in the future to discover more
innovative educational methods and make more relevant study.
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Abstract
The biggest common problems in automobile industry around the
world are the environment, safety, energy, and convenience, as well
as the limitation of environmental regulations, reduction of carbon
dioxide, and restrictions on the use of harmful substances. In 2017,
the 13th Five-State plan of the Government emphasized the
development of China's new energy auto industry in the next 5 years,
especially in 4 directions: the application scale of the new energy
vehicles, the quality, and function of the car, the research and
development of the battery and the supply chain.
First, The function of new energy vehicles plays a positive role in
consumers' desire to purchase, but it will not have a positive impact
on consumer satisfaction. Secondly, The economic efficiency and
design of new energy vehicles have had a positive impact on
consumer satisfaction and purchasing desires. Thirdly, In terms of
consumer characteristics, personal innovation and social influence have
a positive impact on the purchase of new energy vehicles. Fourthly,
Government policy factors have the greatest impact on the purchase
of new energy vehicles. Fifthly, From a practical point of view,
through the various empirical data and analysis results of new energy
vehicles, it can provide more useful information for future
manufacturers and sellers of new energy vehicles.
Keywords: Product Attributes, Personal Traits, Government Policy
based, New Energy Vehicle, China

1. Introduction
The biggest common problems in automobile industry around the
world are the environment, safety, energy, and convenience, as well
as the limitation of environmental regulations, reduction of carbon
dioxide, and restrictions on the use of harmful substances. In
addition, the safety rules of drivers and pedestrians should be
strengthened when accidents clash. There are also energy problems
arising from rising fossil fuel prices and the depletion of oil
resources, and the increasing demand for the convenience of
consumers.
* First Author, Master Student, Graduate School of EC, Kongju National
University E-mail: xushu4413@163.com
** Corresponding Author, Professor, Dept of Business Information
Education, Kongju National University, E-mail: leejh@kongju.ac.kr

China is a large automotive country. By the year 2017, the
number of vehicles has reached 205 million units, accounting for
17% of the world's total number of operating units. In 2017, the
production and sales volume of China's new energy vehicles reached
794,000 and 777,000 units respectively, reaching the first achievement
of 3 consecutive years in the world.
In 2017, the 13th Five-State plan of the Government emphasized
the development of China's new energy auto industry in the next 5
years, especially in 4 directions: the application scale of the new
energy vehicles, the quality, and function of the car, the research and
development of the battery and the supply chain.
After 2010, in order to support the research and development of
new energy vehicles, China has provided various subsidies for related
enterprises. And in order to encourage consumers to buy new energy
vehicles, the government has introduced various subsidy policies.
However, taking electric vehicles as an example, problems such as
cruise radius, battery charging time and insufficient charging pile are
also emerging.
Although there are many researchers on the purchase intention of
automobiles, the research on customer satisfaction and purchase
intention of new energy vehicles are not enough. Therefore, based on
the product attributes, personal characteristics and government policies
of new energy vehicles, this research makes an empirical study on
the impact of Chinese consumers on customer satisfaction and
purchase intentions of new energy vehicles.
First, through the reference literature research, the concept, type,
and characteristics of new energy vehicles, as well as the current
situation of the Chinese market are grasped, and the related
documents of the product properties, personal characteristics and
government policies of the new energy vehicles are collated.
Second, according to the product properties of new energy vehicles
(functional, economic, design), personal characteristics (innovation,
social impact), the government policy derives the research model.
Checking out the impact of external factors on customer satisfaction
and purchase intention of new energy vehicles.
Third, based on the factors affecting the customer satisfaction and
purchase intention of new energy vehicles, this paper puts forward
the proposal and inspiration for the establishment of a meaningful
enterprise activeness for new energy vehicles.

2. Theoretical Background
For the concept of new energy vehicles, the world has a wide
variety of definitions. The new energy vehicle is a vehicle with high
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energy efficiency and no pollution or low emission standards. Similar
concepts include low emission cars and sanitary cars. According to
the regulations which related to the development and popularization
of environmental vehicles, new energy vehicles include electric cars,
solar cars, hybrid cars, fuel cell cars, natural gas cars and sanitary
diesel cars.
The Chinese government defines new energy vehicles as different
from traditional gasoline vehicles, vehicles using unstructured fuel as
driving forces, and vehicles made with new technologies.
According to the proportion of electric energy, new energy
vehicles are divided into hybrid electric vehicles (HEV), plug-in
hybrid electric vehicles (PHEV) and pure electric vehicles (BEV).
Recently, as the next generation of automobiles, hydrogen fuel cell
vehicles (FCEV), which use hydrogen to generate electricity directly,
have attracted much attention.
With the Chinese government subsidized the supply of new energy
vehicles, the cumulative subsidy reached 59 billion yuan in 2015, and
the subsidy for 2016-2017 years reached 83 billion yuan. In 2017,
China sold 500 thousand electric vehicles, becoming the world's
largest market for electric vehicles. By the end of this year, China's
electric vehicle sales increased by 45% over the same period last
year, reaching 490 thousand vehicles. Since 2017, subsidies for new
energy vehicles have been limited to 50% of the central government
subsidies. This was a significant drop from 2016 when the
government’s subsidies were not restricted. For example, in the case
of 100≤R<150km of the driving distance of a net electric vehicle,
the local government subsidy of 25 thousand yuan was received by
Shenzhen in 2016, but only a subsidy of 10 thousand yuan was
received from 2017.
In order to evaluate consumer attitudes of consumers, Farley et
al.(1978) quoted the overall appearance, price, engine performance,
ease of driving and fun, resale value, a possibility of starting the
preferred features, fuel economy, and ease of use in the attributes of
automotive products. Maintenance design is simple, quality and
reliability, cost performance, a total of ten variables.
Personal innovation refers to the characteristics of individuals who
can accept new experiences and new stimuli and influence different
behaviors of consumers(Midgley & Dowling, 1978; Kim Gwangyeol,
2014).
The study of the convenience of the purchase of electric vehicles
Woo Jatong(2017) affecting Chinese consumers’ purchase intentions
raises a regulatory change in government policy.
Therefore, this study defines the new energy vehicles' product
attributes, personal characteristics, government policies, satisfaction,
and purchase intentions through the above-mentioned prior research.

3. Research model and Research Hypotheses

Figure 1. Research model

Hypothesis 1: The product attributes of new energy vehicles have
a positive effect on the degree of satisfaction.
Hypothesis 2: The product attributes of new energy vehicles have
a positive effect on the purchase intentions.
Hypothesis 3: Personal characteristics have a positive effect on
purchase intentions.
Hypothesis 4: The government policy has a positive impact on the
purchase intention.
Hypothesis 5: The degree of satisfaction has a positive impact on
the purchase intention.

4. Empirical Analysis
From the gender perspective of the respondents in the study,
women occupy a larger proportion than men. At age level, 20-29 and
30-39 years of age occupy a larger proportion. In terms of academic
qualifications, the number of undergraduate graduates has taken up
the largest proportion. In terms of occupation classification, company
staff accounts for the largest proportion. Monthly average income
level: the proportion of 3000-4999 RMB is the largest. For the level
of energy concern for new cars, 6(2.4%) were not concerned,
93(37.2%) did not care, and 151(60.4%) were concerned.
From the analysis of the structural model, the fitting index of the
2
structural model is x =471.573 (DF=325, P=0), GFI=0.886, AGFI=
0.857 NFI=0.927, IFI=0.976, CFI=0.976, RMSEA=0.043, The standard
factor load value is over 0.5, and the SMC value is all over 0.4.
From this, it can be seen that the potential variable can be well
explained. Therefore, for the structural model, there is no big problem
in the analysis of the SMC value and the fitting degree of the
model.

Table 1. The Result of Hypothesis
H1-1
H1-2
H1-3
H2-1
H2-2
H2-3
H3-1
H3-2
H4
H5

Hypotheses
Functionality→satisfaction degree
economy→satisfaction degree
design→satisfaction degree
Functionality→purchase intention
economy→purchase intention
design→purchase intention
innovation→purchase intention
social influence→purchase intention
government policies→purchase intention
satisfaction degree→purchase intention

Estimate
0.079
0.456
0.176
0.121
0.279
0.103
0.112
0.171
0.206
0.110

S.E.
0.065
0.094
0.081
0.040
0.073
0.050
0.038
0.046
0.043
0.042

C.R.
1.230
4.832
2.175
2.998
3.808
2.076
2.922
3.737
4.766
2.599

P
0.219
***
0.03
0.003
***
0.038
0.003
***
***
0.009

Result
Rejected
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
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5. Conclusions
5.1. Result and Summary
A summary of the results of the study
First, in the demographic characteristics, women account for a
greater proportion than men; Most of the respondents were highly
educated people aged more than 20 and more than 30. At the
professional level, the largest proportion of staff members is the
company, and the average monthly income is 3000-4999 yuan. And
the proportion of people who have one car is 48.4%, and 60.4% of
them have the idea of replacing new energy vehicles.
Second, In the product attributes of new energy vehicles, the
economy and design have a positive impact on customer satisfaction
and purchase intention, especially the most important factor of the
economy to customer satisfaction (C.R.=4.832) and purchase intention
(C.R.=3.808). Functionality has a beneficial effect on purchase
intention, but it has no beneficial effect on customer satisfaction.
Third, among the individual characteristics, the positive impact of
the innovation and social impact on the purchase intention is
determined, and the social impact is the most important factor in the
process of consumer buying behavior.
Fourth, government policies and satisfaction have a positive impact
on purchase intention, especially government policy has a greater
impact on purchase intention (C.R.=4.766).
Finally, according to the results of the study: if the efforts are
made in these areas: the economic, social and government policies of
the new energy auto car, the consumer's purchase decision process
and the idea of buying new energy vehicles will be enhanced in the
process of buying new energy vehicles.

5.2. The apocalypse of the research
First of all, The function of new energy vehicles plays a positive
role in consumers' desire to purchase, but it will not have a positive
impact on consumer satisfaction. The performance and noise
suppression of new energy automobile machines are superior to
traditional automobiles, but it has no significant impact on improving
consumer satisfaction degree. As new energy vehicles are in the early
stages of development, the allocation of equipment and facilities is
not perfect. Therefore, the government and automobile manufacturers
need to expand the investment in the new energy automotive
technology problems (such as battery technology, speed radius, and
public charger) to fundamentally solve the consumer dissatisfaction
caused by the car function problem.
Secondly, The economic efficiency and design of new energy
vehicles have had a positive impact on consumer satisfaction and
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purchasing desires. Therefore, car manufacturers should be more
active in improving the economics of automobiles and provide more
and better car designs for consumers. And, compared with traditional
cars, car dealers should pay attention to the economic interests of
consumers. Such as the economical use of automobiles, relatively low
vehicle maintenance costs, fuel costs, and positive impact on the
environment.
Thirdly, In terms of consumer characteristics, personal innovation
and social influence have a positive impact on the purchase of new
energy vehicles.
Therefore, automobile manufacturers and distributors should
emphasize the social importance of new energy vehicles through
active social media advocacy and social advocacy.
Fourthly, Government policy factors have the greatest impact on
the purchase of new energy vehicles. Nowadays, most consumers in
the process of buying new energy vehicles take the central
government and local governments' subsidy policies and regulations
on new energy vehicles as the main reason for buying cars.
Fifthly, From a practical point of view, through the various
empirical data and analysis results of new energy vehicles, it can
provide more useful information for future manufacturers and sellers
of new energy vehicles.
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Abstract
Today, social networking services such as Facebook are becoming
an integral part of our lives with the rapid development of
information technology. The Internet and smart phones are creating
new business forms and new star enterprises. sharing economy
services have attracted much attention due to their potential value and
huge growth potential. The sharing economy was first used by
Professor L. Lessig of Harvard University in his book Remix in
2008. The sharing economy refers to the consumption mode based on
cooperative consumption, that is, the sharing consumption of
something personally owned and will not need, which can lend to
others. Such as production equipment, goods, and services, etc.
(Ji-hwan Kim, 2017) Therefore, the most important advantage of the
sharing economy is that it can meet the diversified needs of
consumers, use idle resources, increase the utilization of resources,
and save resources, so as to achieve the purpose of saving resources.
According to the results, first, Security and inter-regional
availability have a positive influence on user attitude and continuous
use intentions. Second, Interaction does not have a positive influence
on user attitude and continuous use intentions. Third, Sharing,
discount, and convenience have a positive influence on user attitude
and continuous use intentions.
Keywords: Interaction, Security, Inter-Regional Availability, Sharing,
Discount, Convenience.

1. Introduction
Taking into account that the sharing accommodation services are
based on mobile APPs, it will be able to ensure full marketization of
sharing accommodation services in the Chinese market. Therefore, it
is necessary for the academic research on the consumer perception of
sharing economy services, and from a practical point of view, it is of
great significance to study the attitude of consumers to sharing
accommodation services and the continuous use intention.

* First Author, Master Student, Graduate School of EC, Kongju National
University E-mail: 568619189@qq.com
** Corresponding Author, Professor, Dept of Business Information
Education, Kongju National University, E-mail: leejh@kongju.ac.kr

Therefore, in this paper the author overcomes the problem of the
use of traditional reservations, and uses differentiated sharing
accommodation services to understand the factors that influence
consumers’ continuing use intentions through consumer awareness.
Firstly, it is to understand the concepts and characteristics of
sharing economy services and the current market conditions of
sharing accommodation in China, and to study the characteristics of
APPs, the characteristics of sharing economy services, and the
relationship between individual personalities.
Secondly, most of the studies on the sharing economy so far have
been overall studies. In this paper, the author focuses on the
characteristics of sharing accommodation APP, sharing economy
services and consumers; analyzes the factors that influence consumers’
attitude towards sharing economy services and their continuous use
intentions at all levels, as well as emphasizes the importance of
continuous use intentions.
Finally, through the results of hypothesis analysis and user
evaluations with sharing accommodation experience, the author
identifies problems that affect the customer’s continuous use
intentions. The author then describes the active use of sharing
accommodation in the future and reveals implications for the
contribution of domestic sharing accommodation.

2. Theoretical Background
2.1. The Concept and Type of Sharing Economy
The sharing economy is a personal, infrequently used item
knowledge, experience, time and other tangible and intangible ways
of mutual leasing or exchanging transactions, and participants gain
mutual benefits and fair profits in the economic activities (Lee, 2016;
Li, 2016). Bian ShuXian (2017) indicates that the sharing economy
refers to the consumer behavior of the tangible assets that are not
being used for a while and the intangible assets that can be sharing
indefinitely to achieve reasonable utilization. It is an economic
concept that can add value to economic and social environment.
According to the types of sharing economy services, there are
three major points: Product Service Exchanges, Collaborative
Lifestyles and Collaborative Lifestyles (Botsman & Rogers, 2010;
Belk, 2014; Kim & Oh, 2013). According to basic research, case
analysis and the nature of the sharing economy’s sharing objects,
there are four categories of sharing economy services: space sharing,
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item sharing, knowledge sharing, and traffic sharing.
The sharing economy has three major backgrounds: environmental
problems caused by large-scale production and consumption, the
emergence of active consumers, the development of social network
services and online business.

2.2. Status and Case Study of Domestic Sharing
Accommodation Services in China
According to the statistics of the China Information Center in
2017, the scale of the sharing accommodation market in 2016
increased by 131% from the previous year to about RMB 24.3
billion. 190 dwellings have joined the sharing accommodation, and
the number of people participating in the accommodations has
reached 35 million, showing a multiplied growth trend. According to
the China’s Economic Development Report, the average annual
growth rate of China’s sharing economy will be around 40% in the
next few years. It is expected that China’s sharing economic market
will account for 10% of GDP in 2020 and 20% in 2025. In the next
10 years, there will be at least 5 to 10 major companies in China’s
sharing economy.

3. Research Model and Hypothesis Setting
The research model of this paper is mainly based on the prior
research and the paper analyzes the factors that influence consumers’
continuous use of sharing accommodation. The factors that influence
the consumers’ intention continuous use are: the characteristics of the
APP (interaction, security, inter-regional availability) and the
characteristics of the sharing economy services (sharing, discount,
convenience).

Hypothesis 1-3: Inter-regional availability will have a positive
influence on user attitudes.
Hypothesis 2: The characteristics of the APP will have a positive
influence on continuous use intentions.
Hypothesis 2-1: Interactions will have a positive influence on
continuous use intentions.
Hypothesis 2-2: Safety has a positive influence on continuous use
intentions.
Hypothesis 2-3: Inter-regional availability will have a positive
influence on continuous use intentions.
Hypothesis 3: The characteristics of sharing economy services will
have a positive influence on user attitudes.
Hypothesis 3-1: Sharing will have a positive influence on user
attitudes.
Hypothesis 3-2: Price discounts will have a positive influence on
user attitudes.
Hypothesis 3-3: Convenience will have a positive influence on
user attitudes.
Hypothesis 4: The characteristics of sharing economy services will
have a positive influence on the continuous use
intentions.
Hypothesis 4-1: Sharing will have a positive influence on
continuous use intentions.
Hypothesis 4-2: Price discounts will have a positive influence on
continuous use intentions.
Hypothesis 4-3: Convenience will have a positive influence on
continuous use intentions.
Hypothesis 5: User attitudes will have a positive influence on the
continuous use intentions.

4. Empirical Analysis
4.1. Data Collection and Measurement

Figure 1. Research Model

Hypothesis 1: The characteristics of the APP will have a positive
influence on user attitudes.
Hypothesis 1-1: Interactions will have a positive influence on user
attitudes.
Hypothesis 1-2: Security will have a positive influence on user
attitudes.

The questionnaire for this study was based on an online survey
conducted by residents of 27 districts in Shandong, Jilin, Henan,
Heilongjiang, Shanxi, Guangdong, Zhejiang provinces, etc., from
March 15, 2018 to April 14, 2018. A total of 260 samples is
collected through the China Survey website. After eliminating 35
invalid questionnaires, 225 were finally used for analysis of this
paper.
In general, it can be judged to be authentic if the Cronbach’s
alpha is above 0.6. The Cronbach’s alpha of all the variables in this
paper is above 0.864, so they can be judged to be authentic. After
the model’s fitting degree is measured, reliability and validity should
be measured according to the concept of the measurement model.
The fitness index of model construction is: χ2=534.448(p=0.000,
df=443), GFI=0.869, AGFI=0.838, NFI=0.909, IFI=0.971, CFI=0.971,
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RMSEA=0.043, all of which meet the standards. The load factors of
standardization factors are all above 0.5 and SMC are all above 0.4.
Therefore, there is no issue in the analysis results of SMC and model
fitness, which can be used as the final research model.
Based on the above analysis results, the following hypothesis
verification is made. In general, if the estimation is based on the
standard error (S.E.) to distinguish the rejection ratio (C.R.) for t>
1.96, p < 0.05, it can be judged as having a positive influence. All
hypothesis verification results are as follows <Table 1>.

5. Conclusions
5.1. Result and Summary
The APP’s characteristics does not have a positive influence on
the user attitude and continuous intentions of use.
The security and the inter-regional availability in the APP have a
positive influence on the user attitude and continuous use.
The discount in the characteristics of sharing economy services has
a positive influence on the user attitude and continuous use intention.
The convenience in the characteristics of sharing economy services
has a positive influence on user attitude and continuous use
intentions.
The sharing in the characteristics of sharing economy services has
a positive influence on user attitude and continuous use intentions.
User attitude and continuous use intentions have a positive
influence.
Security and inter-regional availability have a positive influence on
user attitude and continuous use intentions.
Interaction does not have a positive influence on user attitude and
continuous use intentions.
Sharing, discount, and convenience have a positive influence on
user attitude and continuous use intentions.

5.2. Limitations and Future Research
1. Most of the specimens collected in this research are in their
20s and 30s, without taking into account diverse generations. In later
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researches, diversified generations should be studied.
2. In this study, although the interactions, security, and
inter-regional availability of the APP are set, as well as the sharing,
discount, and convenience of sharing economy service are set, but in
the future research, reference should be made to literature in more
fields, and it is necessary to reveal various factors such as the value
of the sharing accommodation.
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Abstract
The portability, functionality, and convenience of smart phones are
constantly being updated within a day. With the rapid popularization
of 4G communication services and mobile terminals, the nation has
entered the era of mobile Internet, and Xiaomi is also developing
rapidly. As of August 2014, the number of Xiaomi’s users reached
70 million. In February 2015, the users of Xiaomi exceeded 100
million people. As a transnational industry, Xiaomi has not only
developed rapidly in China but also has developed rapidly in Korea.
However, through the literature review of the benchmark, there is no
relevant study on the Xiaomi mobile phones in the Korean market,
so it is necessary to relevant study the Xiaomi mobile phones in the
Korean market. According to the results, first, Xiaomi’s system is
MIUI system, so it is not convenient for Koreans to use it.
Therefore, the system of Xiaomi mobile phone should be improved
more simply. Second, while improving the performance of mobile
phones, Xiaomi also needs to change its appearance. In order to
make more use of Xiaomi smart phones, various styles should be
developed. third, Xiaomi should expand the propaganda of the Korean
market to the Xiaomi mobile phones to make more people understand
Xiaomi mobile phones.
Keywords: Korean, 4G Communication Services, Market, System.

1. Introduction
As a transnational industry, Xiaomi has not only developed rapidly
in China but also has developed rapidly in Korea. However, through
the literature review of the benchmark, there is no relevant study on
the Xiaomi mobile phones in the Korean market, so it is necessary
to relevant study the Xiaomi mobile phones in the Korean market. In
this thesis, through the inspection of the Korean market, it considers
the current situation and problems of Xiaomi smart phones existing in
the development process. Through the empirical contact and analysis
of innovation characteristics and technology acceptance characteristics,
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the following study objectives shall be achieved for the realization of
Xiaomi smart phones’ activation strategy and inspiration points.
Firstly, based on the existing literature study, grasping the
development status of China’s smartphone and the development
process of Xiaomi’s mobile phones, the situation of Xiaomi’s market
in China, the situation of the Korean market, and the characteristics
of Xiaomi’s mobile phones, and organize innovation diffusion theory
and technology acceptance theory.
Secondly, centered on innovation characteristics and technical
acceptance characteristics, analyzing various factors that influence the
intention of continuous use, and emphasizing the impact to the
continued use of Xiaomi’s smartphones’ users, and emphasizing the
importance of continued use.
Finally, through empirical analysis, the problem of the continued
use of small smartphones evaluated by users of Korean Xiaomi smart
phones was identified. In addition, we will also seek to actively use
Xiaomi’s business plan and formulate a strategic plan that can
continue to grow.

2. Theoretical Background
Xiaomi was founded in April 2010. In China, the users of Xiaomi
increased by 10 million from 2010 to December 2012, and in August
2014, the users of Xiaomi reached 70 million. In February 2015,
Xiaomi’s users exceeded 100 million. In Korea, Xiaomi’s brand share
increased from 1.2% of 2014 to 10.4% of last year in Online
Supermarket 11th Street. In the online supermarket auction, about
65% of auxiliary battery and smart packages sold in December 2015
were Xiaomi products. During 2015, Xiaomi’s products accounted for
15% of all wearable machines sold by auction.
Relevant research on innovation diffusion theory:
Relative superiority: New products have more advantages than
existing products, which has an impact on the acceptance of the new
products.
Compatibility: New products have a relationship with the
consumers’ beliefs, desires, values, and existing experience, which will
affect the consumers’ new products.
Complexity: Complex concepts mean hard to understand and use.
Observation possibility: If the new product are on the market, in
the enterprise, people will let more people see the products.
Attempt possibility: When new products are on the market, if
consumers can try products, the probability of success of the new
products in the market will increase.
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3. Research Models and Hypothesis
Under the theoretical background, the research model of this study
has established a research model centered on the Korean market. Its
main contents include innovation diffusion theory and technology
acceptance theory.
H-1: Compatibility has a positive impact on Xiaomi’s achievement
expectations.
H-2: Compatibility has a positive impact on Xiaomi’s effort
expectations.
H-3: Complexity has a negative impact on Xiaomi’s achievement
expectations.
H-4: Compatibility has a negative impact on Xiaomi’s effort
expectations.
H-5: Relative superiority has a positive impact on Xiaomi’s
achievement expectations.
H-6: Relative superiority has a positive impact on Xiaomi’s effort
expectations.
H-7: Observation possibility has a positive impact on Xiaomi’s
achievement expectations.
H-8: Observation possibility has a positive impact on Xiaomi’s
effort expectations.
H-9: Attempt possibility has a positive impact on Xiaomi’s
achievement expectations.
H-10: Attempt possibility has a positive impact on Xiaomi’s effort
expectations.
H-11: Achievement expectation has a positive impact on continued
use intentions.
H-12: Effort expectation has a positive impact on Xiaomi’s
continued use intention
H-13: Social influence has a positive impact on Xiaomi’s
continued use intention.
H-14: Promotion condition has a positive impact on Xiaomi’s
continued use intention.

4. Empirical Analysis and Hypothesis
Characteristics of the study object: this study was conducted on
the objects of users of Xiaomi smart phones in Korea. The

questionnaire survey started from April 5, 2018 to May 5, taking the
students living in Korea, individual business household, and
employees as the objects, a total of 340 questionnaires were collected,
in addition to 27 dishonest questionnaires, the empirical analysis was
finally conducted through 313 questionnaires. Using IBM SPSS Ver.
23.0 on the demographic characteristics of collected material,
reliability analysis, exploratory cause analysis, and using the IBM
AMOS Ver 23.0 in order to perform the identified principal analysis,
judge the appropriateness analysis, construct model analysis and the
verification hypothesis.
According to the demographic characteristics of all the respondents
who participated in the study, firstly, gender of respondents, there
were 164 males (52.48%) and 149 females (47.52%). Males take up
more proportion than females.
Among all age groups, 76 person (24.42%) were under the age of
20, 118 person (37.56%) were in their 20s, 96 person(30.61%) were
in their 30s, 15 person(4.81%) were in their 40s, and 8 person were
in their 50s (2.6%), person in their 20s and 30s accounted for a very
high proportion.
Among the final academic qualifications, there were 61 senior high
school graduates (19.41 percent), 135 undergraduates (43.09%), 98
college graduates (31.31%), and 19 postgraduate (6.19%).
Undergraduates accounted for a very high proportion.
In the occupation section, there were 135 employees (43.03%),
which accounted for a very large proportion, 95 students (30.31%),
70 individual business household (22.34%), and 13 in others positions
(4.33%).
For the usage time of Xiaomi mobile phone, there were 122
person with less than 6 months (38.84%), which accounted for the
highest proportion, 174 person with more than 6 months and less
than 2 years (55.69%), and 17 with over 2 years (5.47%).
Appropriateness analysis of the judgment: the determination results
of the appropriateness of the judgement are as follows. The most
important of the potential variables is -0,457 (the effort expectations
↔ the complexity), the square of the relationship, namely the
coefficient of determination is 0.209. Therefore, in this study, the ave
price found in each potential variable is greater than the coefficient
of determination (0.209), which ensures the appropriateness of all
aspects.
Hypothesis verification and results:

Table 1. Verification results of innovation diffusion characteristics and technical acceptance characteristics
Hypotheses
H1 Compatibility → Performance Expectancy
H2 Compatibility → Effort Expectancy
H3 Complexity → Performance Expectancy
H4 Complexity → Effort Expectancy
H5 Relative superiority → Performance Expectancy
H6 Relative superiority → Effort Expectancy
H7 Observation possibility → Performance Expectancy
H8 Observation possibility →Effort Expectancy
H9 Attempt possibility → Performance Expectancy
H10 Attempt possibility → Effort Expectancy

Estimate
0.148
0.337
-0.085
-0.251
0.151
0.164
0.063
0.033
0.056
0.074

Note: These values are the path coefficient and display at the prominent level (p<0.05).

S.E.
0.053
0.063
0.031
0.036
0.053
0.061
0.046
0.053
0.046
0.054

C.R.
2.800
5.354
-2.790
-6.886
2.846
2.666
1.375
0.622
1.206
1.364

P-Value
0.005
***
0.005
***
0.004
0.008
0.169
0.534
0.228
0.172

Result
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
Rejected
Rejected
Rejected
Rejected

Peng-Ru Jin, Jong-Ho Lee / 14TH INTERNATIONAL CONFERENCE 383-385

385

Table 2. Verification results of technical acceptance characteristics and continued use intentions
Hypotheses
H11 Performance Expectancy → continued use intention
H12 Effort Expectancy → continued use intention
H13 Social Influence → continued use intention
H14 Facilitating Conditions → continued use intention

Estimate
0.195
0.375
0.475
0.037

S.E.
0.064
0.050
0.063
0.038

C.R.
3.037
7.544
7.538
0.964

P-Value
0.002
***
***
0.335

Result
Accepted
Accepted
Accepted
Rejected

Note: These values are the path coefficient and display at the prominent level (p<0.05).

5. Conclusions
First, the innovative diffusion characteristics and the compatibility
of Xiaomi have a positive impact on achievement expectations and
effort expectations, which means that when users use Xiaomi mobile
phones, providing them information that suits their lives, the more
consistent the service and the customers’ lifestyle, the achievement
expectation and effort expectation to Xiaomi are higher.
Second, the innovative diffusion characteristics and the complexity
of Xiaomi have a negative impact on achievement expectations and
effort expectations. This means that when the user uses the Xiaomi
mobile phone, the more complex the functions and services, the
lower the the achievement expectations and effort expectations of
Xiaomi mobile phones will be.
Third, the innovative diffusion characteristics and the relative
superiority of Xiaomi have a positive impact on achievement
expectations and effort expectations. This means that the more useful
information provided when the users using the Xiaomi mobile phone,
the more they can shorten the business processing time, and will
improve achievement expectation and effort expectation of Xiaomi
mobile phones. Fourth,
Fourth, the innovative acceptance characteristics and the attempt
possibility of Xiaomi have an unprofitable impact on achievement
expectations and effort expectations. This is because in Korea, most
Koreans use Samsung, LG and other Korean-made smartphones.
Fifth, the technical acceptance characteristics and the social
influence of Xiaomi have a positive impact on the continued use
intention. This means that users can better understand relevant
information technologies when using Xiaomi smart phones, and will
have higher intentions for the continued use of Xiaomi smart phones.
Sixth, the technical acceptance characteristics and the promotion
condition of Xiaomi have no impact on the continued use intention.
That is, in order to eliminate people’s psychological fear and burden
when using the Xiaomi mobile phone, providing various methods and
opportunities, as the person who provided the information indicated
that it won’t play an important role for the potential users in the
process of accepting Xiaomi smart phones.
Implications of the study: First, compatibility and relative
superiority have a positive impact on achievement expectations and
effort expectations. In order to make it easier for users to use the
Xiaomi mobile phone, it is more important to improve the
information that matches life and combine services and lifestyles.
Second, complexity has a negative impact on achievement
expectations and effort expectations. Xiaomi’s system is MIUI system,
so it is not convenient for Koreans to use it. Therefore, the system
of Xiaomi mobile phone should be improved more simply.
Third, the observation possibility has had an unprofitable impact

on achievement expectations and effort expectations. Therefore, while
improving the performance of mobile phones, Xiaomi also needs to
change its appearance. In order to make more use of Xiaomi smart
phones, various styles should be developed.
Fourth, attempt possibility has had an unprofitable impact on
achievement expectations and effort expectations. Xiaomi should
expand the propaganda of the Korean market to the Xiaomi mobile
phones to make more people understand Xiaomi mobile phones.
Fifth, the achievement expectations, effort expectations and social
influence have a positive impact on the continued use intention.
Xiaomi mobile phones should improve its convenience in life.
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Abstract
Recently, the e-commerce market for China's agricultural products
began to start, at the same time, its scale has continued to expand.
The most effective channel for the sales of agricultural products is
direct trading, which can reduce the process of intermediate
circulation, so the consumers can purchase products at relatively low
prices, and producer can sell their products at higher prices. we can
notice that the impact of the characteristics of e-commerce in
agricultural products and the consumer characteristics on the
repurchase intentions research. In order to verify the assumption
proposed in this research, taking the consumers who had experience
in the use of Chinese agricultural product e-commerce as the objects,
an online survey was conducted from March 10, 2018 to April 2,
2018. Finally, there were 378 questionnaires are collected.
In the characteristics of agricultural product e-commerce, all of the
rapidity, economy, reliability, and freshness have a positive impact on
the satisfaction degree. self-efficacy, personal innovation, and
interaction in consumers’ characteristics have a positive effect on the
consumers’ satisfaction degree. satisfaction degree has a positive effect
on the intention of repurchase.
Keywords: Overseas Purchasing, Distribution, Information,
Reliability, Intimacy, Correctness.

1. Introduction
Recently, the e-commerce market for China's agricultural products
began to start, at the same time, its scale has continued to expand.
The total sales volume of agricultural products on e-commerce in
China's various network platforms has increased from 20 billion RMB
in 2012 to 100 billion RMB in 2014, what’s more, it has soared to
RMB 250 billion in 2017. The total sales volume of commercial
e-commerce of agricultural products have grown to 400 billion in
2016, which accounts for 20% of the total consumption. The growth
tends to be stable in about 30% to 40% per year (Hong, 2018).

* 1st Author, Master Student, Graduate School of EC, Kongju National
University E-mail: dai0630@naver.com
** Corresponding Author, Professor, Dept of Business Information
Education, Kongju National University, E-mail: leejh@kongju.ac.kr

There are many problems that restrict the sales of agricultural
products in China, but one of the biggest problems is the low
distribution efficiency. In general, the increase of agricultural products
circulation channels motivates the sales volume of agricultural
products with various sales channels, which include the living
co-operative society, specialized retail stores, retail franchises, direct
trading, online shopping malls and many other approaches. (Yoon, H.
J., etc., 2002). In addition, the circulation pattern emerged in
accordance with the variety of circulation subjects, and it is
discriminated through various types, such as producer orientation that
directly produce the agricultural products and customer organization
orientation like living co-operative society, specialized circulation
orientation in the form of direct or specialized franchise of the food
industry, producer combinations and customers organization participate
in jointly. The form of joint participation of producer and
organization can be distinguished into participating pattern. The most
effective channel for the sales of agricultural products is direct
trading, which can reduce the process of intermediate circulation, so
the consumers can purchase products at relatively low prices, and
producer can sell their products at higher prices. (Yoon et al., 2002).
It is expected that the online sales of agricultural products will
continue to increase. The reason why e-commerce of agricultural
products is more popular among consumers than the traditional
agricultural businesses is that, due to changes in the consumption
environment as well as the development of information technology,
the circulation channels have undergone changes so that a greater
trading space can be pursued. From the e-commerce of agricultural
products, we can see the connection to satisfaction degree and
repurchase intentions induced by the rapid factors of direct trading,
economy factors, reliability factors, security factors, freshness factors,
and many other factors.
Although agricultural business research has been conducted in
China, very few studies that related on agricultural e-commerce and
consumers have been formally implemented for a long time. With the
continuous upgrading of e-commerce, therefore, the study on
e-commerce should also be actively carried out. Even though there
are studies related to consumer behavior, there are still not many
facts that fully based on the satisfaction of customers in agricultural
products sold on the internet shopping center. Afterwards, this paper
will continue to do the research with the expectation of continuous
development of information and communication technology, as well as
continuous expansion of e-commerce sales of agricultural products.
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2. Theoretical Background

3. Research Model and Hypotheses

In general, agricultural products e-commerce is a method of
processing all or part of agricultural products through the exchange of
electronic data and other electronic means, and then conducting the
agricultural business transactions through the open communication
networks such as the Internet and so on (Han, 2011）.
Most of the researches on e-commerce in agricultural products are
centered on the successful companies, and they are also centered on
the characteristics of most online shopping mall web sites. Based on
these research trends, this section focuses on the research of
characteristics in agricultural business, which precisely because it is
closely related to the success or failure of e-commerce web sites.
After the relationship between customer satisfaction and reuse
willingness of third-party distribution services be determined, taking
the Cross-border as the foundation and set quality factors such as
rapidity, staff's cordiality, economy as well as the amiability. The
results of the research show that rapidity and amiability have a great
influence on customers’ satisfaction degree (Lv, L. N., 2015).
In the study in 2014, CUI, J. Q., set the variables of delivery
quality, which included the rapidity, accuracy, and cordiality of staff.
According to the results, the reliability of the distribution has a
positive effect on the degree of satisfaction degree in Korean and
Chinese consumers.
Self-efficacy refers to the degree of self-confidence in believing
that one self can successfully complete the project. In order to
measure the self-efficacy, so as to understand the field of activity
clearly, at the same time, carrying out the conceptual analysis on
different aspects of the region as well as the types of capabilities
required by everyone, plus with a series of situations that apply to
this function, therefore, it can be analyzed that the professional
self-efficacy has the greatest explanatory power for predicting future
behaviors (Bandura, 1997).
Lee et al. (2011) pointed out that personal innovation is“one can
adapt to the innovation faster in the system that he belongs to”. In
the research of Hirschman (1980), the innovation was defined as
"willing to try new things". Innovative individuals have a variety of
characteristics that distinguish them from non-innovative individuals.
The concept of customers’ satisfaction is defined as a kind of
comprehensive psychological condition, which generated by the
inconsistent expectation and the mental state of the customer with
prior buying experience in multiple levels of competition (Oliver, 1981).
Repurchase intent is defined as the intention of continuously to
buy a favorite product or service based on the past positive
experiences. (Kim, 2015)

The research results are summarized as follows: firstly, there are
relations among the factors that influence the satisfaction degree of
China's agricultural e-commerce, the factors of intention in repurchase,
the e-commerce factors (rapidity, security, economy, reliability,
freshness),
consumers’
characteristics
(self-efficacy,
personal
innovation, interaction), as well as the satisfaction degree. The results
of research are summarized in <Fig. 1> below.

Figure 1. Research model

Hypotheses

1:

agricultural products e-commerce will have
positive(+) impact on the satisfaction degree.
Hypotheses 2: consumers’ characteristics will have positive(+)
impact on the satisfaction degree.
Hypotheses 3: satisfaction degree has a positive impact on the
repurchase intention.

4. Empirical Analysis
In addition, in order to improve the fitting degree of the model, it
tested and deleted the items in SMC which were less than 0.4. After
deleting three items, it significantly improved the fitting degree of the
model eventually. The fitting degree values of a final model were all
within the prescribed limits. They were as follows:  =748.325
 /df=1.343),
(p=0.000,
GFI=0.907, AGFI=0.889, NFI=0.902,
IFI=0.973, CFI=0.973, RMSEA=0.030. Finally, all the variables in the
research model except the price discount were qualified.

Table 1. The Result of Hypothesis
Hypotheses
H1-1: Rapidity→Satisfaction degree
H1-2: Security→Satisfaction degree
H1-3: Economy→Satisfaction degree
H1-4: Reliability→Satisfaction degree
H1-5: Freshness→Satisfaction degree
H2-1: Self-efficacy→Satisfaction degree
H2-2: Personal innovation→Satisfaction degree
H2-3: Interaction→Satisfaction degree
H3: Satisfaction degree→Repurchase intention

Estimate
0.126
0.096
0.177
0.147
0.137
0.091
0.087
0.134
0.478

S.E.
0.051
0.051
0.054
0.055
0.057
0.045
0.042
0.048
0.068

C.R.
2.500
1.889
3.282
2.687
2.382
2.044
2.058
2.793
7.046

p-value
0.012
0.059
0.001
0.007
0.017
0.041
0.040
0.005
***

Result
Accepted
Rejected
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
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5. Conclusions
In this paper, the characteristics of agricultural e-commerce and the
characteristics of e-commerce consumers use satisfaction degree as a
medium to find out the causality relation in repurchase intention of
the e-commerce consumer.
Firstly, in the characteristics of agricultural product e-commerce, all
of the rapidity, economy, reliability, and freshness have a positive
impact on the satisfaction degree. With the rapid development of
delivery service, the agricultural product preservation technology as
well as the communication technology, the information of agricultural
products e-commerce can be accessed anytime on the Internet and
various services can be used. The main characteristic of e-commerce
is that the products ordered by customers must be delivered on time.
In addition, when consumers buy the agricultural products through the
agricultural products e-commerce, they have the characteristics of
saving money and time regardless of the purchase of goods or
services, which will increase the consumers' satisfaction degree with
agricultural products e-commerce. It can be said that receiving
information, products and trading customers provided by the
agricultural products e-commerce websites increases their satisfaction
degree with consumption. For consumers, compared with other
agricultural products, the freshness is the most sensitive part, so the
agricultural products e-commerce company should always pay
attention to meet the needs of consumers.
Secondly, security does not affect consumers’ satisfaction degree
with e-commerce. With the development of payment systems in
e-commerce websites, there is almost no difference in the security
settlement. Therefore, when consumers use the e-commerce websites,
they are less concerned about the security of the billing system after
procurement, what’s more, there is no significant correlation between
the security settlement part and the formation of the satisfaction
degree, which will not have a great impact. In addition, when
consumers use the agricultural products e-commerce websites to obtain
the agricultural products, the issue of network security at the privacy
protection level has become a social problem. Since the express
delivery services and information sharing mechanisms, personal
information is inevitably leaked, which has no positive effect on the
satisfaction degree.
Third, self-efficacy, personal innovation, and interaction in
consumers’ characteristics have a positive effect on the consumers’
satisfaction degree. There are many influencing factors on the
intention of repurchasing and affect consumers' satisfaction degree or
dissatisfaction with the use of e-commerce in agricultural products,
among which the more prominent one is the interaction. In addition,
when consumers have problems, they can promptly reflect and
respond to consumers’ opinions and actively to solve the problems.
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In other words, the higher the interaction, the higher the satisfaction
degree. Except that, the self-efficacy and personal innovation have
positive effects on the satisfaction degree. Therefore, consumers
improve their self-efficacy and personal innovation so as to be able
to understand and become familiar with new information and services
of the agricultural e-commerce websites in a more quick and easy
way. In other words, the higher the self-efficacy and personal
innovation, the higher the satisfaction degree.
Fourth, satisfaction degree has a positive effect on the intention of
repurchase. In other words, if the users of agricultural products
e-commerce websites are satisfied with the services provided, then the
purchase intention will be stimulated again. In this research, the
higher the overall satisfaction degree of users in Chinese agricultural
products e-commerce website, the higher the possibility of repurchase
in the agricultural products e-commerce websites.
fifth, due to the time, cost, and limitations, the collected
questionnaires were limited and the samples did not be investigated
in large scale. Although this part is supplemented by related statistical
analysis techniques, it needs to be verified through further researches
and studies, so as to promote the research results and improve the
research analysis of geographic repurchase about agricultural product
e-commerce.
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Influence on the Use Intention of Alipay Payment Service by Chinese
Korea-Visiting Tourists by Social Welfare Workers
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Abstract
The South Korean government made various efforts in order to
attract Chinese tourists, resulting in more and more Chinese tourists
flock in South Korea. In 2016, the number of Chinese tourists in
South Korea reached 8 million and 60 thousand, and they became
the main tourist group in South Korea, surpassing Japanese tourists
for the first time (Korea National Tourism Organization, 2017).
Nevertheless, increasing numbers of consumers choose to adopt the
mobile payment tool instead of cash and credit cards in modern times
with developed IT services.
Firstly, it is essential to comb the concept of the mobile payment,
the review of Alipay and the market situation of Alipay in South
Korea.Thirdly, it is indispensable to analyze the effect of the service
quality and the personal characteristics of Alipay on satisfaction and
trust. Finally, on the basis of the analytic result, analyze the
development of the Alipay market and the use of Alipay in South
Korea. Moreover, this paper will put forward some flexible strategic
plans for the development of Alipay and SMEs (small and mediumsized enterprises) in South Korean.
Keywords: Mobile Payment, Alipay, Service Quality, Intention,
Korea-Visiting Tourists.

1. Introduction
Since the diplomatic relation between South Korea and China was
established in August 1992, the two countries have been continuously
involved in the communication in many fields such as politics,
economy, society, and culture. Moreover, the investment of manpower
and material resources between the two countries has increased year
by year in education, tourism, and other related fields. In 1998, the
two governments signed the "ADS Agreement". Meanwhile, the South
Korean government made various efforts in order to attract Chinese
tourists, resulting in more and more Chinese tourists flock in South
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Korea. In 2016, the number of Chinese tourists in South Korea
reached 8 million and 60 thousand, and they became the main tourist
group in South Korea, surpassing Japanese tourists for the first time
(Korea National Tourism Organization, 2017). Nevertheless, increasing
numbers of consumers choose to adopt the mobile payment tool
instead of cash and credit cards in modern times with developed IT
services. Furthermore, with the emergence of this phenomenon, most
Chinese tourists have used the mobile payment tool such as Alipay
in South Korea in recent years. Moreover, due to the increase in the
use of the mobile payment tool, it results in the great change of
consumption pattern of Chinese tourists who travel in South Korea.
Nonetheless, there is no research on the characteristics and usage
intention of the mobile payment of Chinese tourists who travel in
South Korea. According to the above background and problems, this
paper focuses on the status of the mobile payment of Chinese tourists
in South Korea and substantive analysis using factors. In addition,
according to the result of the empirical analysis, a strategic plan for
the tourism industry in South Korea was put forward.
The purpose of this research was as follows:
Firstly, it is essential to comb the concept of the mobile payment,
the review of Alipay and the market situation of Alipay in South
Korea. In addition, arrange the personal characteristics of consumers
according to the prior benchmark research. On the other hand, it is
considerably important to classify the service quality and the personal
characteristics of Alipay, and to empirically analyze the relationships
between the characteristics through the discussion about the research
on the mobile payment. Thirdly, it is indispensable to analyze the
effect of the service quality and the personal characteristics of Alipay
on satisfaction and trust. Finally, on the basis of the analytic result,
analyze the development of the Alipay market and the use of Alipay
in South Korea. Moreover, this paper will put forward some flexible
strategic plans for the development of Alipay and SMEs (small and
medium-sized enterprises) in South Korean.

2. Theoretical Background
Alipay is a leading third-party payment platform committed to
providing simple, safe and fast payment solutions. Since established
in 2004, Alipay has always placed trust at the core of its products
and services. Furthermore, it owns two independent brands including
Alipay and Alipay Wallet. In addition, it has become the largest
mobile payment manufacturer in the world since the second quarter
of 2014. It has established strategic cooperative relations with many
institutions including more than one hundred and eighty banks at
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home and abroad, VISA and MasterCard. Moreover, it became the
most trusted partner of financial institutions in the field of electronic
payment.
Alipay has more than 300 million real-name users. In addition,
Alipay Wallet owns more than 270 million active users. What is
more, daily mobile phone payment volume is more than 45 million,
which is more than the global mobile phone payment peak record of
45 million and 180 thousand on Nov 11th, 2013. Furthermore, Alipay
is a life service platform for everyone as the center and more than
450 million real-name users in Ant Financial. So far, it has become
an open platform including multiple scenes and industries such as
payment, life services, government services, social communication,
financing, insurance and public welfare. In addition to providing such
convenient basic functions as payment, transfer, and collection, it can
also quickly complete the credit card repayment, and the payment of
mobile-phone, water, electricity and coal fees. Additionally, people
can enjoy the discounts of consumption, build a group of friends,
easily manage money and accumulate credit.
AOS (Alipay Office Service) is a new means of settlement among
Alipay and KICC for Chinese visitors who travel in South Korea.
Alipay has also signed a contract with smart card enterprises in
South Korea in order to open the door of offline payment in South
Korea. On the other hand, the users of Alipay only need to purchase
foreign special Alipay T-money cards. It is simply to use public
transportation in the Seoul Metropolitan Area such as Seoul and
Gyeonggi-do as well as in Jeju Island. What is more, people can go
shopping in the most coffee shops, convenience stores, and cosmetics
shops directly through swipe bank cards. The service is consistent
with the trend that most tourists prefer independent travel instead of
group travel. It is predicted that Alipay will play a greater and
greater role in the circulation industry in South Korean. Alipay has
reached cooperation with Kakao, and Kakao has established a mobile
financial subsidiary called Kakao Pay. However, KakaoPay will get
access to 34 thousand businesses of Alipay in South Korea and
develop more mobile consumption scenes where Kakao Pay and
Alipay can be supported at the same time. It means that South
Koreans can use Kakao Pay and Chinese visitors also can use Alipay
in these scenes at the same time.

3. Research model and Research hypotheses
The quality of service mainly includes the security of use Alipay,
the convenience of the system, the interaction of the system and the
availability of regional information. Research Model as shown in the
<Fig. 1>.

Quality of service
Interaction
Security

Satisfaction

Convenience
Price discount

Intent to use

Local information supply
trust

Personal characteristics
Personal innovation
Self-efficacy

Figure 1. Research Model

Hypothesis 1: the factor of service quality is positively affecting
the satisfaction degree.
Hypothesis 2: the factor of service quality has a positive impact
on trust.
Hypothesis 3: the individual characteristics have a positive impact
on satisfaction.
Hypothesis 4: personal characteristics have a positive impact on
trust.
Hypothesis 5: satisfaction degree has a positive influence on trust.
Hypothesis 6: the satisfaction degree has a positive effect on the
use of the intention.
Hypothesis 7: trust is positively affecting the use of intention.

4. Empirical Analysis
In this research, it took the group with the experience in using
Alipay in South Korean as the object for investigation. A total of
three hundred and fifty questionnaires were reclaimed. After removing
thirty-nine dishonest ones, it empirically analyzed three hundred and
fifteen questionnaires finally. According to the demographic
characteristics of the responders, there were one hundred and forty
men (45%), and one hundred and seventy-one women (55%), which
showed that the number of the women was greater than that of the
men. The majority of respondents were twenty to thirty-nine years
old, and the most respondents were college graduates. In terms of
occupations, there were one hundred and twenty-seven freelancers
(40.8%), accounting for the greatest proportion, and the average
monthly income of the most respondents was between 4000 to 4999
yuan (41.5%). In addition, those with the experience in traveling in
South Korean for more than three times accounted for 60.2%. Those
with the experience in using Alipay four to five times a month
accounted for 45.3%. And Alipay was mainly used for the
commodity settlement (43.1%) and currency-conversion (40.5%).
Analysis of the measurement model.
In order to find out whether all the variables in the research were
trust worthy, it analyzed the trust. The Cronbach's Alpha value of all
variables was over 0.8, thus it was possible to judge that all these
variables were trustworthy. In addition, in order to improve the fitting
degree of the model, it tested and deleted the items in SMC which
were less than 0.4. After deleting three items, it significantly
improved the fitting degree of the model eventually. The fitting
degree values of a final model were all within the prescribed limits.
They were as follows: χ2=1136.439 (p=0.001, df=996), GFI=0.872,
AGFI=0.855,
NFI=0.845,
IFI=0.978,CFI=0.977,
RMSEA=0.021.
Finally, all the variables in the research model except the price
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discount were qualified (<Table 1>).

5. Conclusions
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First of all, it was confirmed that the interaction of Alipay played
a positive role in satisfaction and reliability.
Secondly, the confirmation of the safety of Alipay played a
positive role in satisfaction and reliability.

Table 1. The Result of Hypothesis
Hypotheses
Estimate
H 1-1 Interaction → Satisfaction
0.223
H 1-2 Protection and safety → Satisfaction
0.245
H 1-3 Convenience → Satisfaction
0.210
H 1-4 Price discount → Satisfaction
-0.049
H 1-5 Local information supply → Satisfaction
0.151
H 2-1 Interaction → Reliability
0.157
H 2-2 Protection and safety → Reliability
0.221
H 2-3 Convenience → Reliability
0.176
H 2-4 Price discount → Reliability
-0.032
H 2-5 Local information supply → Reliability
0.172
H 3-1 Personal innovation→ Satisfaction
0.172
H 3-2 Self-efficacy → Satisfaction
0.284
H 4-1 Personal innovation → Reliability
0.215
H 4-2 Self-efficacy → Reliability
0.193
H 5 Satisfaction → Reliability
0.183
H 6 Satisfaction → Intention of use
0.300
H 7 Reliability → Intention of use
0.245
Note: These values are the path coefficient and display at the prominent level (p<0.05).

Thirdly, the convenience of Alipay played the positive role in
satisfaction and reliability.
Fourthly, the price concession of Alipay did not play a positive
role in satisfaction and reliability.
Fifthly, it was confirmed that Alipay to provide information in the
area played a positive role in satisfaction and reliability.
Sixthly, the personal innovation played the positive role in
satisfaction and reliability.
Seventhly, self-efficacy played a positive role in satisfaction and
reliability.
Eighthly, the satisfaction on Alipay played a positive role in the
related reliability.
Ninthly, the satisfaction and reliability Alipay played a positive
role in the use of intention. Satisfaction and reliability were related to
re-usage.
The result of this research could be summarized as follows:
Firstly, interactivity, security, convenience, local information supply
and user interface played positive roles in satisfaction and reliability.
To put it differently, they could directly or indirectly affect the
intention to use. In order to let Chinese visitors easily use Alipay, it
was necessary to develop and provide relevant content which was
different from the existing functions.
Secondly, it was believed that the convenience of Alipay played a
positive role in reliability and satisfaction through the verification.
Additionally, it is an important role in the increase of use rate. It
played an important role in the development of functions of Alipay
in the future to pay attention to the ease of use, the supply of
several of practice malcontent and the convenient method to use. It

S.E.
0.056
0.065
0.067
0.078
0.062
0.061
0.071
0.073
0.082
0.068
0.078
0.069
0.084
0.076
0.089
0.091
0.094

C.R.
3.983
3.771
3.127
-0.626
2.419
2.559
3.099
2.419
-0.392
2.544
2.195
4.116
2.555
2.550
2.063
3.290
2.612

P-Value
***
***
0.002
0.531
0.016
0.011
0.002
0.016
0.695
0.011
0.028
***
0.011
0.011
0.039
0.001
0.009

Result
Accepted
Accepted
Accepted
Rejected
Accepted
Accepted
Accepted
Accepted
Rejected
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted
Accepted

not only put forward some meaningful plans for Alipay through the
result of this research but provided some preference for other
payment enterprises.
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A Study on Chinese Buying of Korean Products through Overseas Direct Online
Shopping by Social Welfare Workers
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*

Abstract
Nowadays, Korean products are prevailing all over the world.
Especially in China they including cosmetics, clothes, etc. are very
popular. But because of THAAD, China's people can't go or travel to
Korea. Also they do not have a chance to buy Korean goods even
though they like Korean products very much. So instead of travelling
Korea, they usually make use of overseas direct buying with the
booming in current online shopping. Ironically, in spite of bad
conditions, they used to buy Korean cosmetics by way of "overseas
direct buying" as a distribution channel. Therefore the revenue on
Korean cosmetics is growing up more and more. At that point, this
study focuses on the Effects of Website characteristics and Delivery
Service Quality of Satisfaction and Repurchase Intention in Overseas
Direct Online Shopping to buy Korean products by China's people in
China. To do this, first of all, we drived out the variables from
previous studies and analyzed 272 collected data. The results of this
study are as follows. First, Among the characteristics of the overseas
direct purchase website, the security, convenience and information
provided by the overseas direct purchase have already had a positive
impact on the satisfaction. Second, The quality of the delivery service
is composed of four factors: rapidity, reliability, intimacy and
correctness. Third, The research results indicate that the satisfaction
level has a positive impact on the re-purchase intention.
Keywords: Overseas Direct Buying, Distribution Channel, Website
Characteristics, Delivery Service Quality, Repurchase
Intention, Korean Goods.

1. Introduction.
With the booming in current online shopping, "overseas
purchasing" has been talked about frequently as a way of resource
integration. In many brand products, some own lower prices in
foreign countries, some are not on sale in China, and while some in
shortage in China. In order to solve similar problems and to expand
* First Author, MBA Student, Graduate School of EC, Kongju National
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** Coauthor, Professor, Professor, Dept. of Social welfare, Jungwon
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the consumers’ purchase scope, "overseas purchasing" came into being
at the right moment. Online shopping overseas refers to overseas
shopping,
So the purpose of this study are as follows.
First, Taking the characteristics of overseas direct purchase sites
and delivery service quality as the center, it conducts the relevant
analysis on the related factors about the satisfaction and the
re-purchase intention, so as to grasp the consumer's influence on the
re-purchase intentions.
Second, Through the analysis of the characteristics of overseas
direct purchase websites and the relevant empirical analysis of the
quality of service delivery, the activated theory/strategy and
significance of the overseas direct purchase are sorted out.

2. Theoretical Background
China also has lots of overseas purchasing site and websites of
special offers, you can learn the detailed information of the overseas
purchasing process and related raiders through these websites, and
these sites can also provide purchasing service.
In addition, there are the provisions of overseas time-limited
discount navigation service to bring together the daily discount items
on specific website, and the classification of a wide variety of goods
in accordance with the category, saving the users’ time, build better
and safer channels for users and these sites.
Besides, it also provides one-key query function on the logistics
information of Overseas shopping goods, through the provision of
domestic and international express information inquiry service for
major transit companies and YOTO, ZTO, STO, HT, Yunda and
EMS, help people with express query syndrome out of the anxiety,
makes the overseas shopping online easier!
The website based on the characteristics of the study of literature
data for review. The site of the existing the research of online
shopping site, most of the characteristics of the process. The research
tendency of the foreign office. "and" satisfaction and the
characteristics of the procurement "to study the concentration
observed. the ball straight to the site and the success factors, and to
judge it. The universal meaning of convenience is convenient and
easy to use or use, and the universal definition of convenience means
comfortable and good characteristics (Brown, 1990).
KOSTAT in Korea announced that every year, the total revenue
from overseas direct online sales is growing more and more. The
sales volumes are shown on <Table 1>.
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3. Research Model and Hypotheses

4. Empirical Analysis

This model has two traits(web site traits, delivery service quality)
as exsogenuous variables and repurchase intention as endogenuous
variable, and satisfaction as mediation variable. All variables in this
study are proved good ones from previous studies. So the research
model is shown <Figure 1>.

4.1. Data Collection and Measurement

web site traits
security

satisfaction

convenience
interactivity
information provided
delivery service
lit
rapidness
reliability
intimacy

Repurchase

correctness
Figure 1. Research Model

According to above model, hypotheses are made as follows.
H1: web site traits in overseas direct make positive effect on
satisfaction.
H1-1: security makes positive effect on satisfaction.
H1-2: convenience makes positive effect on satisfaction.
H1-3: interactivity makes positive effect on satisfaction.
H1-4: information provided makes positive effect on satisfaction.
H2: web site traits in overseas direct make positive effect on
repurchase intention.
H2-1: security makes positive effect on repurchase intention.
H2-2: convenience makes positive effect on repurchase intention.
H2-3: interactivity makes positive effect on repurchase intention.
H2-4: information provided makes positive effect on repurchase
intention.
H3: delivery service quality in overseas direct make positive effect
on satisfaction.
H3-1: rapidness makes positive effect on satisfaction.
H3-2: reliability makes positive effect on satisfaction.
H3-3: intemacy makes positive effect on satisfaction.
H3-4: correctness provided makes positive effect on satisfaction.
H4: delivery service quality in overseas direct make positive effect
on repurchase intention.
H4-1: rapidness makes positive effect on repurchase intention.
H4-2: reliability makes positive effect on repurchase intention.
H4-3: intimacy makes positive effect on repurchase intention.
H4-4: correctness makes positive effect on repurchase intention.
H5: satisfaction makes positive effect on repurchase intention.

We surveyed Chinese users who have used foreign direct shopping
malls. The survey was conducted for 20 days from March 12th to
April 1th, 2017. The questionnaires were distributed to students,
housewives, professionals, self-employed, and public officials in China
such as Beijing, Zhengzhou, Wuhan, and Guangzhou through online
research specialists. Collection. The questionnaire collected 300 copies,
and 272 copies were used for the empirical analysis except for 28
copies. In the process, to make more sffective analysis, several
analysis tools and analysis programmes are used, IBM SPSS Statistics
23.0 and IBM SPSS AMOS 23.0.
More than a third of the respondents(n=102, 37.5%) Past
Experiences were Above 12 month ∼ Less than 18 month, monthly
Time of Use were 1-3 time(n=134, 49.26%). more than 41.54% of
the respondents(n=113) held Software is the T-mall Global, The
Motivation of use were almost the respondents was Genuine
guarantee(n=98, 36.03%) and Cheap price(n=110, 40.44%).

4.2. Confirmative Factor Analysis, Validity and Reliability
To prove the validity in this study, confirmative factor analysis
was performed wi서 IBM AMOS 23.0 From the result, validity was
proved as follows.
Construct validity was determined by assessing convergent validity
and discriminant validity (Bagozzi & Yi, 1988; Ping, 2004). Construct
validity was established based on the factor loading estimates and
construct reliabilities (Hair et al., 2009). All loading estimates are
significant (p＜0.00), with the lowest at 0.738 and the highest at 0.976.
Compared to initial model, owing to modification of measurement
model, 5 variables(V12, V16, V20, V28, V40)were eliminated. So
general fitness was improved(<Table 6). The goodness of fit of the
hypotheses yielded χ²=779.798(df=515, p=0.000), GFI=0.864, AGFI=
0.834, NFI=0.906, IFI=0.966, CFI=0.966, RMSEA=0.044.

4.3. Discriminant Analysis
To ensure construct reliability, the squared correlation coefficients
between any pair of constructs should be lower than the AVE for
each construct(Ping, 2004). <Table 1> presents the correlation
coefficients and square roots of AVEs, which indicate acceptable
discriminant validity.
Table 1. Discriminant Validity
1
2
3
4
5
6
Security 0.965
Convenience .436 0.965
Interactivity -.221 -.179 0.906
Information .236 .261 -.301 0.977
provided
Rapidness .247 .354 -.233 .445 0.976
Reliability .036 .181 -.219 .442 .253 0.944
Intimacy
.313 .437 -.339 .392 .401 .345
Correctness .282 .286 -.363 .463 .307 .355
Satisfaction .459 .580 -.271 .295 .489 .375
Repurchase
.514 .588 -.287 .565 .593 .393
intention
The square root of AVE (italic at diagonal) and

7

8

9

10

0.954
.496 0.960
.560 .475 0.955
.625 .521 .703 0.971
correlation coefficients.
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4.4. Model Fit and Hypotheses Testing
<Table 2> shows the evaluation of structural
indices are satisfactory. For examples, standardized
all over 0.5 and SMCs are all over 0.4. This
variables explain all measurement variables well.
this model was adopted as final structural equation

model. All fitness
factor loadings are
means that latent
So in this study,
model.

Table 2. Evaluation of structural model
Factors

Security

Convenience

Item

factor
loading

standard
loading

S.E.

C.R.

SMC

V1

1.000

0.824

-

-

0.679

V2

1.271

0.939

0.064

20.015

0.881

V3

1.148

0.875

0.064

17.922

0.765

V4

1.172

0.895

0.063

18.603

0.801

V5

1.000

0.860

-

-

0.740

V6

1.019

0.904

0.049

20.694

0.818

V7

1.095

0.921

0.051

21.404

0.847

V8

1.010

0.875

0.052

19.412

0.765

V9

1.000

0.861

-

-

0.740

Interactivity V10

1.085

0.862

0.070

15.547

0.743

V11

0.944

0.765

0.068

13.936

0.585

V13

1.000

0.957

-

-

0.915

V14

0.754

0.790

0.039

19.244

0.624

V15

0.998

0.972

0.028

35.348

0.946

V17

1.000

0.960

-

-

0.922

V18

0.798

0.790

0.041

19.410

0.624

V19

0.992

0.976

0.027

37.248

0.952

V21

1.000

0.813

-

-

0.662

V22

0.914

0.761

0.071

12.879

0.579

V23

0.946

0.738

0.076

12.453

0.545

V24

1.012

0.785

0.076

13.321

0.616

V25

1.000

0.806

-

-

0.650

V26

1.172

0.855

0.078

15.117

0.731

V27

1.078

0.839

0.073

14.856

0.704

V29

1.000

0.769

-

-

0.591

V30

1.091

0.873

0.071

15.324

0.761

V31

1.054

0.843

0.072

14.724

0.710

V32

1.143

0.879

0.074

15.441

0.772

V33

1.000

0.758

-

-

0.576

V34

1.068

0.841

0.075

14.178

0.708

V35

1.021

0.807

0.075

13.557

0.652

V36

1.029

0.837

0.073

14.094

0.700

V37

1.000

0.882

-

-

0.778

V38

1.005

0.867

0.052

19.393

0.752

V39

1.049

0.879

0.053

19.866

0.772

Information
provided

Rapidness

Reliability

Intimacy

Correctness

Satisfaction

Repurchase
intention

Fitness of
χ²=779.798(df=515, p=0.000), GFI=0.864, AGFI=0.834,
measurement mosel NFI=0.906, IFI=0.966, CFI=0.966, RMSEA=0.044

<Figure 2> shows the results of hypotheses testing. All hypotheses
except 2 ones(H1-3, H2-3) are accepted. This meanings are explained
in 6.1. results and summary.

*: p<0.05, **: p<0.01, ***: p<0.001
Figure 2. Hypotheses testing Result

5. Conclusions
5.1 Result and Summary
The results of this study are as follows.
First, Among the characteristics of the overseas direct purchase
website, the security, convenience and information provided by the
overseas direct purchase have already had a positive impact on the
satisfaction. In particular, the safety of overseas direct purchase sites
has shown the most significant impact on satisfaction, which means
that with the technological development of overseas direct purchase
sites, the improvement of customers’ satisfaction and the re-purchase
intention has produced greater importance.
Second, The quality of the delivery service is composed of four
factors: rapidity, reliability, intimacy and correctness. From the
verification results, the quality of delivery service has positive effect
on the satisfaction and the re-purchase intention.
Third, The research results indicate that the satisfaction level has a
positive impact on the re-purchase intention. And the users of
overseas direct purchasing sites who are satisfied with the services
provided by the website will also increase their intentions of the
re-purchasing.

5.2 Limitations and Future Research
Limitations of the study and directions for future research are
presented.
First, the study accounted for most of the sample of women aged
20 to 30 and office workers. Future research will examine the entire
consumer sector, and through the sample of all ages and target
industries, consumers will systematically expand the overall analysis
of the respondents.
Secondly, although the study characteristics of overseas direct
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purchase website is convenience and security information, the
interaction of four factors, future research, research review, according
to the overseas direct purchase of the characteristic of the website
service wide area before, it is necessary to study a variety of other
factors.
Finally, the current international trend of direct purchase website is
showing a rapid development trend. After that, the research will
compare the direct purchase websites of China and Korea as well as
the cultural and social characteristics of between Korea and China.
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Abstract
The purpose of this paper is to present the possible applications
where artificial intelligence might be utilized in the medical industry
and its future growth. This study utilizes past studies that have been
conducted in this field of artificial intelligence and medicine, and the
trend for fusing these two disciplines together to offer better
healthcare for the patients. With this information, it can be surmised
that artificial intelligence will be able to better aid us in raising the
bar for better lifestyles and more accurate health care. It could be
seen that the diagnosis of doctors in the medical workplace can be
greatly increased with the inclusion of artificial intelligence into their
practices. With the increase of a plethora of data on patient illness
and diagnosis history, future patients will be able to get better and
more accurate care from artificial intelligence and their analysis of
these diseases to predict the ailments and offer treatments. Artificial
intelligence that assists physicians in diagnosis will result in more
accurate results for patients. Such will enable the heath care
professionals to make better and faster decisions, resulting in better
health care systems and support for the patients in need.
Keywords: Artificial Intelligence, Medicine, Healthcare, Applications

1. Introduction
In the world of globalization today, advances and breakthroughs in
many disciplines are growing at a rapid rate. One of the areas that
has gained considerable attention is in the technology field, with the
explosion of smartphones and social media platforms. One of the
aspects in this field that has been steadily increasing in its popularity
is artificial intelligence. This concept has been around since the late
1900s and was first conceptualized as artificial intelligence by a
Dartmouth College conference to which it fast spread to its feasibility
on the applications of science. It has been mentioned that there are
promising biomedical applications of artificial intelligence and
researchers can utilize them in the problems that exist for biology
and medicine areas (Miller et al., 1982; Weiss et al., 1978). The
utilization of new technological advances is especially imperative to

* Professor, Appenzeller School of Global Business, Pai Chai University,
Korea. E-mail: jinny774@hotmail.com

the medical field, as with the increasing lifespan of populations, there
are efforts to increase the well-being of individuals and live a healthy
life well into their years. Thus, this study will focus on some of the
efforts that have been researched incorporating artificial intelligence
into the medical areas and offer insight on the future of such
endeavors.

2. Artificial Intelligence and Medicine
The field of medicine has become a data-rich area which many
have made use of in terms of big data. Because of the many
platforms that have been offered with the usage of technology,
medicine has started utilizing the data management systems that strive
to explain the patterns of some diseases or be used in biomedical
research. There has been excitement among fellow scholars on the
possibility of finding new knowledge that will lead to breakthroughs
in the medicine area using such data analysis and it is no doubt that
artificial intelligence can help in steering this idea to a new horizon.
As can be assumed, the increased usage of technology has ensured
that there is a continual flow of data that might sometimes be seen
to be overwhelming for doctors to keep track of all at once. In the
example case of medical imaging, misinterpretation of doctors, and as
a result, diagnostic errors, are an issue that needs to be addressed
(Graber et al., 2005; Weingart et al., 2000). In a study that has been
done from Johns Hopkins has stated on the many deaths that resulted
from diagnostic errors in the intensive care units each year (5).
Because the ones that conduct the diagnosis are doctors that might
have some biases, it has been suggested in the implementation of the
artificial intelligence to aid in the diagnosis as well.
Some of the examples of cognitive errors that results include being
stuck on the initial impression of the disease, jumping to conclusions
based on specific data and not considering the possibility of other
alternative answers once a possible diagnosis is reached (Lee et al.,
2013). This also has implications for health care costs, where over
hundreds of thousands of dollars are wasted per malpractice claims
on the grounds of errors and misdiagnosis. It has been suggested that
with the application of artificial intelligence, the percentage of
mistakes made in diagnosis can be minimalized and a more effective
way can be used to treat patients. Other possible advantages of such
implications of artificial intelligence into the medical field is in the
plethora of data on patient history on the diseases and manifestations,
so that the computers might be able to analyze large chunks of data
and create cohesive possible personalized diagnosis.
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3. Applications for the future
There are many potentials of using artificial intelligence in the
medical setting. One of those include the organization of a patient’s
profile from various sources and access to the data from doctors
regardless of where they are. The artificial intelligence will be able to
take the data that is compiled and offer accurate diagnosis based on
the plethora of current literature in the database. Additionally, the
artificial intelligence software will be able to make snap
recommendations for patient screenings and treatment options in
keeping with the recent research that has been done in that field of
relevance. This has many implications for the patients as well as
doctors, as with the increasing ratio of doctor-patient numbers, the
time allotted for a doctor to see a patient is limited and more
mistakes can result from haste and time constraints. Thus, the
artificial intelligence will lighten the load on doctors to diagnose
accurately, while offering patients better attentive care and accurate
diagnostics that might save their lives.

4. Conclusion
With the increase in need for health care advances in a growing
society, it can be speculated that artificial intelligence that assists
physicians in diagnosis for more accurate results in patients will
occur in a greater scale. Some of these areas include using artificial
intelligence to aid in patient’s diagnosis for doctors who are facing
more and more patients everyday. The accuracy of artificial
intelligence will enable the heath care professional to make better and
faster decisions, resulting in better health care systems and support
for the patients in need. These can range from the treatment options
for the patients, as well as analysis of big data, which is a growing

trend in this field. This will result in personalized medicine which
will thrust the field of medicine into advancements with a fusion of
artificial intelligence.
The limitations of this study were focusing on a broad segment of
medicine and artificial intelligence in general. This was to give an
overview of the potentials that lie in the fusion of these two domains
and offer insight into what can be expected for the future. Some
suggestions for future experiments can be focusing on the areas of
specialty for medicine, such as cardiology or dermatology, and the
specific aid artificial intelligence can do for these fields. The vast
implications for medicine and the utilization of data that can occur
from artificial intelligence might also be investigated for the future.
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Abstract
The purpose of this paper is to present the possible applications of
neuromarketing in understanding consumer behavior. It is a relatively
new area that is a fusion of science and business, which will prove
to be an invaluable pairing for understanding the psychology of
consumers. This study utilizes past studies that have been conducted
in this field of neuromarketing, and the possible correlations between
this and consumer behavior that can be analyzed by marketers and
researchers for future product distribution. It could be observed that
there are many methods that can be utilized that are used in the
mapping of the brain for neurology, which will have important
implications for the business area. The methods of neuro mapping are
not invasive and offer no discomfort to the consumers which might
be utilized as a future tool for understanding consumers and their
behavior. Some of the methods that were the most used in
neuromarketing were fMRI and EEGs. The fusion of science and
business will prove to be an important pairing, as the motivations
and emotions behind consumers in buying products will be able to
guide marketers to make products that consumers need.
Keywords: Neuromarketing, Consumer Behavior, Applications

1. Introduction
In recent times, the increase in globalization has thrust businesses
into the worldwide markets, where they are able to cater to various
consumers from many ethnic backgrounds. With the increase in
revenues and a diverse population of consumers, businesses are
becoming increasingly interested in the potentials of understanding
and catering to the needs and preferences of consumers. As such, it
is becoming more and more imperative that the modes for
interpreting and correctly offering suggestions for consumers are an
important task that is being investigated. With the globalization in the
markets, it has also come to the attention that a fusion of different
disciplines can be utilized to offer the analytics needed for different
situations. With the increase in consumer diversity, and a striving to
understand human psychology has the term of neuromarketing
* Professor, Appenzeller School of Global Business, Pai Chai University,
Korea. E-mail: jinny774@hotmail.com

2. Neuromarketing and Consumer Behavior
With the increase in business products and their exposure to
consumers in various countries around the world, it has become
apparent that there would be an advantage in being able to assess the
possibilities of predicting and catering to the needs of the consumers,
as well as influence consumer responses. Such advances in sciences
of neuro mapping, with applying magnetic resonance imaging (fMRI)
will aid in the analysis of brain responses in consumers to specific
brands and marketing methods that will help companies make better
tactics in their promotion of products (Matthews and Evans, 2001;
Dumit, 2003). This is a coined term of neuromarketing, which is the
application of cognitive tools that can measure the consumers
responses which are nonconscious responses (Reimann et al., 2011).
Thus, this would eliminate the need to get verbal feedback from
consumers and enable the companies to rely on a more concrete form
of science for understanding the underlying characteristics of human
psychology.
This is especially important, as the average product that is
introduced into the market fails within a span of three years (Martin,
2008). This has vast implications for not only companies, but
consumer as well. The consumers are the ones that will end up
having to pay for the result of a failed market product, as the other
existing product prices will most likely rise to compensate for the
failed new products in the markets. In addition, it can be noted that
consumers themselves usually don’t know what it is that draws them
to a product, or the needs that prevail in motivating to consume a
product. There are many psychological and unconscious effects that
also come into play in the consumer behavior area that is not always
apparent and cannot be analyzed with verbal ques.
There are many types of neuromarketing that are being utilized.
Some of them include fMRIs, facial encoding, heart rate,
electroencephalography, and other non-invasive procedures that are not
harmful to the consumers and offers the chance to map the brain and
see their reaction to products (Zzurawicki, 2010; Kenning et al.,
2005). With many of choices to conduct neuro mapping on the
consumers, marketers can choose which one will be the most suitable
to conduct certain responses in certain products. Additionally,
researchers and marketers will be able to enhance their knowledge on
the intricacies of the process by which consumers react to different
stimuli and reach decisions (Reimann et al., 2011).
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3. Types of Neuromarketing
There are many types of neuromarketing that are being utilized by
the researchers. As mentioned briefly above, some of them record the
activity in the brain, while others can be observed without brain
analysis, such as facial coding and eye tracking. In the case of fMRI
usage, it can measure brand preference and loyalty, as well as
craving and the sensory perception. It enables the interpretation of
psychological processes in the brain and also able to decipher the
neural processings while the consumer is making choices and
experiencing consumption (Reimann et al., 2011; Plassmann et al.,
2007). This can be used in testing new products or campaigns, as
well as identifying the important moments in an advertisement. In the
case of positron emission tomography (PET), it has features that are
also like fMRI.
Using electroencephalography (EEG) in marketing is the second
most used, after fMRI, and is useful in recognizing attention and
engagement of consumers. It can be compared between the right and
left hemispheres of the brain and usually is used for testing
advertisements or in-store experiences, as well as campaigns (Ohme et
al., 2011). The limitation of this is that it is not accurate in terms of
pinpointing the exact location of the recorded signal in the brain and
can only discern between negative or positive emotions (Kenning et
al., 2007; O’Connel et al., 2011).
Those that do not rely on the brain neural pathways for analysis
are those such as the use of facial coding. This is where the micro
expressions of the consumers are analyzed in deciding the emotions
that they portray. The facial muscles of the consumers can be
analyzed and is suitable for testing advertisements of movie trailers. It
can provide real time data. Skin conductance is also a method that is
used, which is the analysis of subtle changes that occur in the skin
responses according to the nervous system that can measure arousal
(Ohme et al., 2011; LaBarbera & Tucciarone, 1995). This can predict
the market performance and is able to measure the degree of arousal
but cannot discern between excitement or stress, as they have similar
markers.

4. Conclusion
In this study, the fusion of different disciplines can offer a broad
range of analysis for a field that would not have been possible
before. As such, consumer behavior is an important aspect in the
marketing world and utilizing the brain mapping techniques in the
medical and science field will be offer businesses a fresh glimpse

into the inner workings of consumers. Utilization of such machines to
consumers for businesses might be the next step in personalizing the
shopping experience for consumers and offering them more choices,
as well as giving marketers a marker for understanding the consumers
on a deeper level.
Limitations for this study is that it was concentrated on the types
of neuro mapping that was used in neuromarketing. Wider scopes that
are suggested are focusing the field on a narrow area of marketing
and delving deeply into the possibilities of neuromarketing for that
field.

References
Dumit, J., (2003). Is it me or my brain? depression and
neuroscientific facts. J Med Humanit, 24, 35–47.
Kenning, P., & Plassmann, H. (2005). NeuroEconomics: An
Overview from an Economic Perspective. Brain Research
Bulletin, 67, 343-354.
LaBarbera, P. A., & Tucciarone, J. D. (1995). GSR reconsidered:
A behavior-based approach to evaluating and improving
the sales potency of advertising. Journal of Advertising
Research, 35, 33-53.
Martin, N. (2008). Habit: The 95% of Behavior Marketers Ignore.
FT Press.
Matthews, P. M., Jezzard, P., & Evans, A. C. (2001). Functional
Magnetic Resonance Imaging of the Brain (Eds.). London,
U.K.: Oxford Univ. Press.
O'Connel, B., Walden, S., & Pohlmann, A. (2011). Marketing and
Neuroscience. What Drives Customer Decisions? American
Marketing Association, White Paper.
Ohme, R., Matukin, M., & Pacula-Lesniak, B. (2011). Biometric
measures for interactive advertising research. Journal of
Interactive Advertising, 11(2), 60-72.
Plassmann, H., Kenning, P., & Ahlert, D. (2007). Why Companies
Should Make Their Customers Happy: The Neural
Correlates of Customer Loyalty. Advances in Consumer
Research, 34, 735-739.
Plassmann, H., O'Doherty, J., Shiv, B., Rangel, A. (2008).
Marketing actions can modulate neural representations of
experienced pleasantness. PNAS 105(3), 1050-1054.
Reimann, M., Schilke, O., Weber, B., Neuhaus, C., &
Zaichkowsky, J. (2011). Functional Magnetic Resonance
Imaging in Consumer Research: A Review and
Application. Psychology & Marketing Wiley Periodicals,
28(6), 608-637.
Zurawicki, L. (2010). Neuromarketing, Exploring the Brain of the
Consumer. Berlin Heidelberg: Springer-Verlag.

Dong-Hwa Kim, Dae-Sung Seo / 14TH INTERNATIONAL CONFERENCE 403-404

403

The Analysis on Preparation Status of 4th Wave of Visegrad Group

Dong-Hwa Kim*, Dae-Sung Seo**
*

Abstract
EU has a long history through Rome 500 and has a capability to
th
develop good content based on culture and experience. The 4 wave
is based on knowledge and creation through manpower. So,
competition of 4th wave is manpower competition and is decided by
how many creative manpower they have. The EU can have initiative
th
again if 4 wave is coming up.
This paper uses also analyzer. They have been preparing for 4th
industrial revolution long time ago as basic research and business
before 4th wave word. With these basic results, they are trying
application (AI, S/W, security, ICT, etc.). Their personal characteristic
should be considered in lifestyle information and understand what
consumers want to purchase in EU trough co-research with university.
CZ has the strategy in the name of IT4 and they have a good infra.
Praha technical university has the main role of that and Ostrava
university has strong in network. CZ’s labor price is higher among
Visegrad and Korea should have an specified expert strategy.
Poland has strategy to develop economy, social situation, and R&D
by EU fund. It means they need to cooperate for this development
and Korea can have an opportunity.
Keywords: Visegrad, EU, Market development, ICT analysis, CZ,
th
Poland, Hungary, Slovakia, 4 wave.

1. Introduction
Visegrad Group (V4) composed of Cz, Poland, Hungary, Slovakia
has been developing economically and it has been growing as 4th
export and import group of Korea (Ministry of Foreigner affairs of
Republic of Poland, 2018).
As average growth rate of countries of Visegrad is 2.6% at 1995
3.5% at 2012 it is over 1.9% of EU average (Hyundai economy-VIP
report (2013). Therefore, the importance of this group is increasing.
That is, when the economic average growth of EU-28 countries is
100, Poland from 43 at 1995 year to 68 at 2013, CZ is from 77 to
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80, Slovakia is from 48 to 76, and Hungary from 52 to 67. As the
GDP growth of V4 is from 3,305 at 1995 to 11,895 at 2013, it has
been increased with about 3.6 time (KIEP, 2014).
Therefore, it is necessary for Korea to invest, export, co-research,
through information sharing among ODA country. As the selection
rate of EU R&D of Poland is 20% it is very high comparing to
other country.
This paper analyzes the status of 4th wave preparation of V4
country and suggests the export innovation strategy.
The artificial intelligence (AI) among 4th wave is core technology.
So, status and application of AI for 4th wave in these countries be
analyzed to provide for export activity and to use for 4th wave
preparation of Korean.

2. Analysis about Status of 4th wave in V4
2.1. Preparation status for 4th wave of EU and Policy
As V4 is one part of EU, their policy is strongly linked with EU
policy. So, status of 4th wave preparation in EU should be analyzed
to know status of 4th wave in V4.
The EU committee published report ‘Reskilling for the Fourth
Industrial Revolution, Formulating a European Strategy’ on Nov. 3,
2016 (Paul Jasper Dittrich, Research Fellow at the Jacques Delors
Institut, Berlin, Nov. 3, 2016).
The EU committee expects that the traditional product system will
change to smart manufacturing by IoT, AI, and network. And they
have a solution that the core technology of this product systems are
AI and platform. The EU committee worries about the turnover of
four ICT company such as, Google, Amazone, Apple, and MS is
greater than the GDP of Italy in 2015. The EU committee have a
conclusion that this reason is due to the ICT technology.
May, 2016, the EU committee decided building and supporting of
‘Digitalizing European Industry’
<Figure 1> shows index of EU by making with venture’s size,
capital risk for digital industry, % of expert in ICT company by
using material of ‘World Economic Forum’.
In the <Figure 1>, CZ and Poland almost 46 shows and Hungary
about 38, Slovakia shows index 75.
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2.2. CZ’s 4 wave preparation and analysis.

Figure 1. WEF index of EU

The companies of Korea can use this material effectively for
cooperation when they want to build partnership for cooperation or
expert.
Depends on country, the preparations level for 4th wave is
different. Therefore, the EU committee has the strategy with region
initiative, country initiative, and EU initiative shown in <Figure 1>
(Reorganized by using Kevin Hernasdez, 2016).
Table 1. EU strategy role
Role of digital
Country level

Region level
Company level

Who

How
ICT leader : Scandinavian,
Nothern-Western-Eastern UK, Germany
EU
Medium : France
Low : Southern/Eastern EU
High innovation region
Expert labor,
and Low innovation region Leader ICT use
Large : Quickly tech.
Large Industry and Small
choosing, use
industry
Small : low infra.

The industrial status of CZ (: The GDP of CZ is 18,266.55USD
over Poland (12,372,42) and Slovakia (16,495.99). CZ has been
developing heavy industry (CZ has 70% of industry during while
Hungary-Austrian empire). Therefore, they has many R&D infra.
The CZ’s economic status is organized by manufacturing (35%)
and service among them is 62.3% and agriculture is 2.8%. Major
structure of manufacturing is mechanical area, engineering, mining,
chemical, food industry (CZ economic fact, 2018).
CZ’s engineering is important industry as export. Auto related
industry was 54.2% of export and employee is 120,000. Big and
important companies as auto company are Škoda Auto, Tatra
Kopřivnice, Aero Vodochody, and České loděnice Děčín.
CZ has been preparing AI apply to industry and the level of
preparation is better others of Visegrad. CZ has strategy in the name
of IT4 Innovation to build infra ICT and preparation of 4th wave
(ICT, Czech investment report 2017)
On this base, CZ built hub in the Prague technical University,
Bruno University, and Ostrava University and has been educating for
4th wave in these University.
The status of CZ 4th wave preparation and policy (ICT, Czech
investment report 2017): Major portion of CZ’s industry is industry
and service. As these industries strongly depend on 4th wave 4 CZ
built strategy in the name of IT4 and with this strategy they made
Digital Innovation Hubs. That is, expert or experienced manpower in
robot, IoT, AI can link and work with the SMC (Small and Medium
Com.) in local.
EU support this Digitalizing European Industries by committee
decision on May, 2016.

The status of R&D of EU is represented as <Figure 2>. From this
figure, we can see their R&D activity is strong and they have a
strategy as <Table 1>.
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30
ind

20

One of EU’s major project is IoT and its use. Therefore,

10
0
EU

Fin Swe Den Ger

CZ

Pol

Figure 2. The status of R&D of EU

Digitalizing European supports for process of technology development
by one-stop-shops, test bed, and Fab Labs show casing applications
as shown as <Figure 3> in CZ.
EU committee has a plan to also support Digital Innovation Hub
till 2020 and this HUB is linked with local business center and local
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2.3. Poland’s 4 wave preparation

by Horizon 2020 programme,
CZ’s ICT center is CzechInvest and IBDA (the Investment and
Business Development Agency). CZ has policy to supports foreign
company such as, Microsoft, Skype, NetSuite, SAP, Tieto,
SolarWinds, Red Hat, IBM, and etc.
Manpower is absolutely needed to push and operate effectively the
4th wave. So, CZ has a plan to educate for creative and innovation
and experienced manpower.
With this results, Praha technical university, Bruno university, and
Ostrava university nurture ICT manpower and they has 35,516
students on 2015 for ICT among 13 Universities and the number of
graduated person is 7,609
CZ’s AI research center for 4th wave: CZ approves AI as the one
of importance for 4th wave and builds several for research.
CZ operates for IT4 Innovations program they have a several
research center such as, NRCEC (National Research Center for
Extreme Computing that are researching fuzzy, statistics, bio based AI
now (National super computing center: http://www.it4i.cz/?lang=en).
CERIT-SC (CERIT Scientic Cloud): This organizer has three
purpose such as, building e-infra, interconnection of complex system,
and providing memory that they want to have memory space. They
research super computing, cloud computing, big data, and application
these research center.
CESNET(Czech Education and Scienti c NETwork): This was
established in 1966 for networking among CZ universities, agency,
and public communication.
SIX Research Center: This center is in Bruno city for the Center
of Sensor, Information, Communication System to develop service and
application of communication. They focus protocol, sensor, signal
processing for A implementation and IoT industry.
Ostrava University cluster: Ostrava university has cluster to
research computer network and its application.
Main research topic is on influence of environment by industry,
global and region environment, and the Study of Biological Diversity
in Real and Evolutionary, Genomic Biology: The Study of the
Evolution of Living Organisms Using Genomic and Bioinformatic
Approaches, transformation of Professional Discourse in Cultural
Contexts: New and Innovative Types/Genres of the Text, Research of

Figure 4. EU R&D selection ration of Poland

Poland built PIB(Public Information Bulletin: Polish BIP) on 2010
to extend knowledge.
Poland has been introducing technology for 4th wave. They use
EU R&D fund to recover limited research fund.
<Figure 4> shows selection rate of Poland in EU R&D. The
beginning of R&D was 20% but recently 13%. But it is very high
than others.
The ICT Industry status of Poland: Poland government decided
prior of information society to support 5 areas of industry with
targeting building of information society till 2013 on Dec. 2008. This
strategy includes as follows:
HUMAN: Advanced society of Poland for knowledge and social
property using public ICT solution.
ECONOMY: Increasing productivity for global market, innovation
for competition, B2B communication by ICT solution and building.
STATE: Poland understands that ICT is pushing to digitalized
society like flywheel. It also emphasizes they should support to build
information society because it is impossible to make a life without
smart phone, tablet, ultra-note book.
<Figure 5> represents that ICT area required of R&D in Poland.
In this figure, there are much required in S/W and the reference on
how we should approach for export and new market.

the Identity of Places and Regions in Literature, Language, and
Culture, The Economic and Social History of Modern Times, Theory
and Application of Fuzzy Modeling).
AI industry: <Figure 4> shows the CZ industrial cluster map to
th

make a cluster, In this cluster, AI and IoT is doing for 4 wave.
AVG: This company is online data, security for equipment, internet
security, and mobile, and desktop security established in 1991. The
number of user in the world is over 200million. This company’s
headquater is in Bruno city.

Figure 5. Poland ICT required area
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<Figure 7> represents the digital economy of Poland and <Figure
8> represents ERP (enterprise resource planning) index of Visegrad.
Poland has 56% compare to Belgie and 80% of CZ or Slovakia
and 47% of Hungary.
The ICT of Poland gives lower influence on the GDP than 11.5%
of Hungary, 8.4% of Germany. The number of employe at ICT area
is 4%, it is lower than 5.2% of Germany, 9.2% of Denmark, 7.2%
of Finland. It means the ICT of Poland can have a space to develop.
<Table 2> represents the turnover per manpower in ICT area (Unit:
thousand Euro) (EU commission, e-Government in Poland, Edition
18.1, 2016). As Poland is 2,189,000Euro, it is 55.68% of Germany,
80.71% of Slovakia. It is the important fact when Korea wants to
build cooperation and investment.
Table 2. The total turnover per manpower at ICT
Country/Year

2011

2012

2013

2014

Germany

3812

4061

3947

3931

Italy

2805

2647

2678

2856

Slovakia

2257

2561

2635

2712

Poland

1819

1930

1952

2189

Excitable Chemical Media): This project was done during 4-years
(Jan. 2010-Dec.2013 with 2,334,698Euro, which is for information
getting by chemical analysis.
GUARDIAN ANGELS: This project is one of health monitoring
system and medical, which was done during 2-years (Jan.
2011-Dec.2012) with 1,746,111Euro for physical angels, environmental
guardian angels, emotional guardian angels, and etc. This project
studied the personal characteristics and education, personal language
characteristics, which can be used in education, security, pintech, AI,
and etc.
DORII has purpose for environmental monitoring and getting a big
data by sensor network.
EGI-INSPIRE: this is project for distributed computing and storage
resources during 50months (Jan. 2010-April, 2013) by 24,274,720Euro.
LITES: This is intelligent power control project in street
illuminance sensor for 50-months (Jan. 20019-May, 2012) with
2,560,000Euro.
AI Business strategy of Poland: Poland has a strategy. For this
they have incubator load map from Figures.

2.4. Hungary
The Ministry of National Economy of Hungary organized by 30
member (CEO of SME, Professor, Research center, others) on Spring
of 2016. Its chair organizer was MTA SZTAKI and prepared for
3-months about 25-areas and submitted to Hungary government in the
name of Hungary platform 4.0.
Hungarian strategy: Hungarian strategy is shown in <Figure 10>,
which has the strategy in 4-areas and ICT has basic technology.
Hungary has smart specialization strategies: RIS3 or S3, which should
be done for 2014-2020 by network based R&D, innovation, and
social program. the EU committee also is supporting code in
EU1303/2013
Table 3. Hungarian special strategy %
Country

AI R&D Status of Poland: Poland is educating S/W such as, Jaba,
NET, C, Objective C, CSS, Jacascript, and etc. as AI building infra
and R&D. Poland had ever have project in the name of SOCRATES
by using EU fund for AI R&D during 4-years (Jan. 2008 to Feb.
2011) with 4,980,437Euro. This project is self organizing of
communication network, human interface, performance optimization,
etc. As performance optimization is the core technology of AI,
Poland studied earlier than Korea. Poland had a project about data
mining for core of big data in the name of ADMIRE with
4,241,573Euro.
WEKNOWIT: this project was done, which is an effective
information getting method and distribution by AI during 4-years
(Jan. 2008-Dec. 2011) with 5,367,909Euro,
SOCIONICAL: This project is for environment monitoring system
such as, modeling, perspective, monitoring, etc. by AI with
5,299,998Euro. during 4-years (Jan. 2009-Dec. 2013), which is for
self decision and operation of environment system by ICT.
NEUNEU(Artiﬁcial Wet Neuronal Networks from Compartmentalised

System science

Smart product

Sustainable society

Status
Knowledge
Industrial product
Low S&T
Knowledge
Industrial product
Low S&T
Low knowledge
Industry
Low S&T

%
70
20
10
20
60
20
10
20
70

ICT Strategy: Hungary has strategy as the important tool of 4th
wave’s and the implementation contents as follows;
AI application in Hungary: Hungary started to research AI
application to industrial area as machine learning (Turán, 1993),
multigent (Varga et al., 1994), neural network (Duray et al., 1993),
language knowledge (Gordos, 1992),
AI S/W development: Genaeral usage has ALL-EX PLUS,
GENESYS, MProlog, IQSOFT, solution is KFKI MSZKI, ARAMIS,
GDSS, METABOLEXPERT, CompuDrug, PANGEA, REALEX,
ZEXPERT, IQSOFT.
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Hungary AI S/W competition: Hungary has the strong AI S/W in
the world, which CS-Prolog Professional had been used till 1996 in
14-countries in the world. Now, hypenators, thesauri is using by MS
permission.
Hungary AI education system: The Budapest University of
Economic Sciences: BKE started the beginning of 80, Kandó
Polytechnic of Technology, KKMF, Eötvös Loránd University, ELTE,
etc. started the middle of 80 for AI education. Hungary has strategy
to induce ICT and AI in everywhere. For that, they established
National Information Strategy. <Figure 11> shows well that how they
started AI long ago and how they think importance.
<Table 4> shows Hungarian company’s SWOT. If Korean
company analyze this SWOT, they can find more easily market or
method.

Table 5. The credit of Visegrad

Table 4. Hungarian Com. SWOT

Table 6. ICT investment in Visegard

Strengths
• Small export company over
100com.
• ICT strong to GDP rank 5th in
OECD
• Internationally famous Hungarian
ICT experts
• ICT strong impact to all industry
• Venture and SSCs have culture
Opportunities
• 4th can be strong with Germany
• Young trend select ICT
• New market for ICT

Weaknesses
• Lower speed linked with EU
• Lower productivity by ICT
• ICT experts content low impact
on market
• ICT investor limited
• No strategy to export
• Not interest export
• Not interested in exhibition
• Low global ICT link
Threats
• leaving ICT experts from
Hungary.
• Not follow digital market
• Germany digital market embrace
• Low investment

Country
Hu
Po
CZ
Sl
Bu
Ro
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Standard&
Poor’s

Moody’s

Fitch

Rating &
OECD
Investment 국가위험

BB+
Stable
BBB+
Negative
AAStable
A+
Stable
BB+
Stable
BBStable

Ba
Stable
A2
Stable
A1
Stable
A2
Stable
Baa2
Stable
Baa3
Stable

BB+
Stable
APositive
A+
Positive
A+
Stable
BB+
Stable
BBBStable

BBBStable
A-/
A Stable
A+/AAStable

4
0
0

A Stable

0
4
3

Country

Lwa/Political

Proce

Language

Data/IPSecurity

Czech
Republic

Good

Good

Good

Very good

Poland

Very good

Good

Good

Fair

Slovakia

Good

Good

Very good

Good

Hungary

Good

Good

Fair

Good

Romania

Fair

Good

Good

Fair

Bulgaria

Fair

Very good

Fair

Fair

Ukraine

Poor

Good

Fair

Poor

Belarus

Poor

Good

Poor

Poor

Source: Gartner, 2013.

<Table> 7 and <Figure 8> show education area in the university
and the number of students in ICT.

2.5. Slovakia

3. Conclusion

Slovakia has slogan “Through Knowledge to Prosperity”, which
was adapted as code 665 on 2013. This strategy has Research and
Innovation Strategy for Smart Specialization: RIS3
This RIS3 focuses on innovation in R&D. For this, they have
Smart specialization by code 665/2013.
In Slovakia, Kosiche city has a strong cluster with Kosiche
University. This is the best place to cooperate with ICT because,
there are many government offices (over 30 offices) and ICT R&D
center, and KIA motor near this city. They reports that over 6,000
job was created from this place.
<Table 5> shows the environment of ICT investment in Visegrad
country. Slovakia has a good situation in education, labor
productivity, and language. Also, Slovakia a higher credit for
investment.
<Table 5> represents the credit og Visegrad group. Slovakia very
good as A+. Education: Slovakia invests in education for ICT
activity. <Figure 13> shows strategic flow diagram for ICT infra.
That is. they wants to make information flow system by advice,
university, network, venture, and association. Here is, they are going
to build education (nurture) system as the core method.

This paper survey and analyze the status of 4th wave of Visegrad
country for expert and preparation reference of 4th wave. CZ has the
strategy in the name of IT4 and they have a good infra. Praha
technical university has the main role of that and Ostrava university
has strong in network. Poland has strategy to develop economy,
social situation, and R&D by EU fund. As Poland has a higher
selection rate in EU R&D program, Korea has a chance to research
and to develop the market through R&D together.
Table 7. AI and ICT education in Slovakia
Curriculum
Cognitive science
Informatics
Applied informatics
Computer engineering
Information systems
Software engineering
Artificial Intelligence
Telecommunication
Total

2011
BS
3
756
530
150
106
68
14
489
2116

2012
Grad
0
15
14
0
0
8
7
12
56

BS
10
621
592
143
134
58
16
469
2013

Grad
0
14
15
0
0
1
2
19
51
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Hungary has a strategy by I4.0 and studied from long time ago
for AI. Hungary has a small market and strong education. Korea can
use this situation. Slovakia has a small market and many good
situation for investment, cooperate, credit, language, and safety. In 4th
wave, we can expect in many areas, life, and etc. shown as <Figure
15>. Therefore, Korea has to prepare this situation and had better use
the strategy of Visegrad as reference for export, cooperati
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A Study on the Effects of Social Worker Interpersonal Relationship, Organizational
Culture and on Job Satisfaction
Myung-Hee Jung*

Abstract
In this study, the importance of interpersonal relations in the
workplace and its correlation to satisfaction of social workers were
investigated. In addition, effects of organizational culture as well as
its implications for human resource management in social welfare
workers were outlined.
A questionnaire was conducted on job satisfaction measured by the
Minnesota Job Satisfaction (MSQ) questionnaire. For reliability, the
questionnaire was distributed and collected by the self - filling
method. Based on the collected data, reliability analysis, validity
analysis (exploratory factor analysis) and multiple regression analysis
were used. Cronbach's alpha was used to measure the reliability of
the measurement variables and validity analysis was conducted to see
if the questionnaires had the same concept as well as SPSS 19.0.
The results showed that group culture, hierarchical culture, and
rational culture had significant positive effects on job satisfaction.
But, developmental culture had no effect on the job satisfaction
levels.
It is important to maintain the hierarchy in order to improve the
efficiency of social welfare organizations, but also that social welfare
organizations must accept external opinions and actively listen to the
opinions of the employees in the organization.
Keywords: Interpersonal relations, Social Workers, Organizational
Culture, Job Satisfaction.

1. Introduction
1.1. Necessity of research and purpose of research
Competition among organizations is getting bigger in an era when
the days are changing rapidly. To this end, all organizations are
constantly striving to make new changes and survive in competition
with other organizations. It is self-evident that the survival and
development of an organization depends on the actions of its
members. However, if a member works hard only for given work,
organizational performance does not increase and organizational
effectiveness is not raised. It is important for the survival and
* Dept. Social welfare, Jungwon university, Korea.
E-mail: jmhsubject@hanmail.net

development of the organization that the members who take the
initiative even if it is not their own affairs, not even officially given,
but to find out what they need to do themselves and what the
organization needs. In the end, organizational effectiveness depends on
the behavior of the members.
However, there are not many domestic studies on interpersonal
relationship yet, so it can be said that the research on interpersonal
relationship in this paper has significant significance. In particular, the
research on social workers is much smaller, so the research level is
very low. Therefore, the significance of this study is more significant
in order to overcome this problem.
On the other hand, managers as organizational leaders establish
new vision and strategies for the survival and growth of the
organization, and demand rapid changes of organizational members
and organizational systems.
In other words, in order to be an organization that can prevail in
the competitive advantage, it is important that the management of the
organization members is important, and it is important to seek ways
to improve the ability of the organization members.
In the study of Wang(2014)in terms of human resource
management, firms need to find ways to increase the satisfaction of
their employed members because the higher the satisfaction of the
organization members, the higher the effectiveness of the organization.
From a socio-cultural point of view, organizational culture is a
comprehensive concept that includes values, beliefs, ideologies and
customs, norms and traditions, and knowledge and skills that all
members of an organization share. Can be. Fundamentally, culture is
a fundamental element that affects the behavior of members and the
organization as a whole, because it affects members' thoughts and
behavior .
In this study, first, we examine the effect of organizational culture
on job satisfaction and compare it with previous studies. Second, we
investigate the effect of interpersonal relationship on job satisfaction.
Finally, through empirical analysis, we suggest implications for human
resource management in social welfare workers.

1.2. Composition and Research Method
The composition of this study consists of 5 chapters, and the
contents of each chapters are as follows.
Section I presents the background and purpose of this study as an
introductory part.
Chapter II deals with the theoretical background of research, and it
is a theoretical review section that describes concepts, definitions, and
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components based on previous research in order to enhance
understanding of organizational culture, interpersonal relationship, and
job satisfaction.
Section III presents the model of research based on the theoretical
background.
Based on the proposed research hypothesis, operational definition
of measurement tools, questionnaire items of measurement tools, and
data collection process for empirical analysis were described for
empirical research.
Section IV presents empirical analysis of the research hypotheses
set out in this study. Demographic characteristics of the sample,
reliability and validity analysis, model evaluation, and hypothesis
testing are presented through regression analysis.
Finally, Chapter Ⅴ summarizes the results of the study as a
conclusion, suggests implications and contribution points of the study,
limitations of the research, and suggests future direction of the study.
In this study, literature review and empirical research methods
were combined. In the literature study, first, a research model was
presented based on literature studies on organizational culture and
interpersonal relationship.
In the empirical study, a questionnaire was conducted to collect
data and a random sampling method was used. In order to increase
the reliability and validity of the measurement tools for the empirical
research, first, the questionnaire was distributed and collected by the
self - filling method. Based on the collected data, reliability analysis,
validity analysis (exploratory factor analysis) and multiple regression
analysis were used.

2. Theoretical Background
2.1. Organizational Culture
The term organizational culture first appeared in Pettigrew's on
studying organizational culture in 1979 (Hofstede, Neuijen, Ohayv &
Sanders, 1990) in the ASQ (Administrative Science Quarterly) The
study of organizational culture has been tried in earnest from the
middle of the year.
Culture is perceived as an important factor influencing the behavior
of the members of society as a concept including values, beliefs,
customs, and knowledge shared by members of society.
Therefore, culture has been studied mainly in anthropology and
sociology as a tool to analyze the structure and system of society
traditionally. The concept of culture is applied to the space of
business as the concept of organizational culture. In this sense,
organizational culture is a collective meaning that includes corporate
values, beliefs, customs, norm knowledge, and so on.
The first use of the concept of 'organizational culture' by Pettigrew
(1979) defines the organizational culture as the source of the overall
concept of organization as the accepted language, consciousness,
ideology, belief, symbol, tradition, etc.
In general, organizational culture is the total sum of beliefs,
beliefs, and values accepted within the organization, emphasizing
emotional rather than rational, which does not change easily.

In addition, organizational culture can be interpreted as the concept
of overall organizational atmosphere, but precisely organizational
culture is the most basic value that affects the overall organizational
behavior of the organization members, while maintaining
organizational tradition and emphasizing physical growth. (Kim, 2002).
Since the organizational culture is formed by influences from
internal and external environmental factors, it can be seen that the
values and culture of the organization formed over a long period of
time are not easily changed and are maintained continuously. In
addition, there are many factors that influence the behavior, beliefs,
and values of organizational members, but there are few factors that
influence organizational culture as much as they are in shaping
organizational behavior and thinking.
This definition is summarized as follows. Organizational culture
can be said to be a system of behavior patterns that are generally
thought and felt by the members of the organization. It is difficult to
express clearly organizational culture, It is the fundamental spirit of
the enterprise.

2.2. Types of organizational culture
Organizations strive to achieve organizational goals with a unique
culture for each organization. Although the types of organizational
culture presented by scholars are very diverse, this study focused on
the type of organizational culture of Quinn & Kimberly (1999). The
reason for this is that there are always tensions and contradictions
because the various values are mixed in the organization, but the
organization tries to integrate and coordinate these conflicting values
to achieve the organization's performance.
In addition, the competitive value model studied by Quinn &
Kimberly (1984) expresses cultural characteristics that are common in
most organizations, and has the advantage of being able to compare
and evaluate organizations based on this. The core of the Competitive
Value Model in this paper is that in order to become an effective
organization, values such as change and stability, flexibility and
control, innovation and efficiency must be balancedly developed.
The results of this study are as follows. First, the results of the
study are as follows. First, the results of the study are as follows.
First, Coexistence culture, and process culture. Jones (1983)
distinguishes three types of transaction costs among the members of
the social group: productive culture, bureaucratic culture, and
professional culture. Weiner (1988) classified organizational culture
into four types: functional - traditional culture, functional charismatic culture, superior - traditional culture, and superior charismatic culture, based on two dimensions of focus and source of
values.

2.3. Job Satisfaction
Many research papers have been published since Hoppock (1935),
the first research paper on job satisfaction, but its definition has not
yet been generalized (Kim, Kim, 2005), because the concept and
definition of job satisfaction The reason for this is that scholars vary
in their theories (Kim & Lee, 2005). However, since job satisfaction
has a great effect on the employees' attitude and organizational
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behavior, it is necessary to have continuous interest (Baek, 1998).
Job Satisfaction is an important job attitude that is closely related
to key members' turnover, absenteeism, organizational commitment,
organizational citizenship behavior, stress, and job performance. The
Minnesota Satisfaction Questionnaire (MSQ) presented by Weiss,
Dawis, England, and Loftquist (1967) is still used in academic
research.

3. Research Design
The research model refers to the analysis of phenomena, the
identification of the key people related to the phenomenon, and the
expression of the correlation between factors in a more easy format.
In other words, it is often used to select the most characteristic
variables, to simplify and systematize them, to grasp the flow and to
derive a hypothesis by schematizing the concept related to the
phenomenon (Kim, 2011).
The purpose of this study is to construct a theoretical model to
test the causal relationship between organizational culture,
interpersonal relationship and job satisfaction. Therefore, based on the
existing research, we try to verify the causal relationship between the
external group, the life variable and the endogenous variable by
setting the organizational culture and interpersonal relationship as the
exogenous variables and job satisfaction as the endogenous variables.

3.1. Operational definition and measurement tools for
organizational culture
In this study, the questionnaires used by Quinn & Kimberly (1984)
were modified for the purposes of this study.
The organizational culture is divided into group culture,
development culture, hierarchical culture, and rational culture
considering the perception and reaction speed of surrounding
environment. A total of 16 questions, consisting of 4 items for each
culture type, is composed of Likert 5 points scale.

3.2. Demography
The questionnaire was asked about the demographic characteristics
of the sample population, including age, gender, marital status, final
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education, employment type, and tenure.

3.3. Analysis method
The main purpose of this study is to test the influence of the
organizational culture and interpersonal relationship on job analysis
and the causal relationship. In this study, we conducted frequency
analysis, reliability analysis, feasibility analysis, evaluation of structural
model and hypothesis increase using IBM SPSS 22.0 and AMOS
22.0 to verify the research model and set hypotheses.

4. Measurement and Analysis of Data
In this study, the reliability of the measured variables and the
confirmatory factor analysis were verified. First, as can be seen in
Table 2, the Cronbach's α value of the variables is 0.775 to 0.934,
which is higher than the recommended level of 0.7, thus securing the
reliability through internal consistency (Hair, et al., 1998). The CR
value (Composite Reliability) was found to be reliable because the
minimum value was 0.786 and higher than the recommended level
0.7 (Fornell & Larcker, 1981). In order to improve the fitness, we
repeatedly performed the process of eliminating the multiple
correlation values (SMC value: 0.4 or less) one by one in the initial
model (Song, 2015). Confirmatory factor analysis was performed with
the items removed (variable open 2, satisfaction 4, doctor 4,
understanding 4, open 5 removed). Table 2 shows the results of
confirmatory factor analysis for all variables in this study.
As shown in Table 3, the largest correlation coefficient between
latent variables is 0.644 (between communication and job satisfaction).
The square of the correlation coefficient, i.e., the coefficient of
determination, is 0.415 (0.644 x 0.644). Therefore, in this study, the
discriminant validity was secured because the AVE value among the
latent variables was greater than the decision coefficient of 0.415.
In addition, hypothesis tests were conducted according to the
results of structural model analysis. In general, the structural model
analysis shows that the t value for the rejection ratio (CR) divided
by the standard error (SE) is ±1.96, which is significant at the
significance level of 5% (Gu & Lee, 2017). The results of this study
are shown in Table 4.

Table 1. Verification result of hypothesis
Hypothesis
Estimate
S.E.
Hypothesis 1-1: Group Culture → Job Satisfaction
0.146
0.045
Hypothesis 1-2: Development culture → Job satisfaction
-0.021
0.068
Hypothesis 1-3: Hierarchical culture → Job satisfaction
0.147
0.04
Hypothesis 1-4: Rational Culture → Job Satisfaction
0.125
0.055
Hypothesis 2-1: Satisfaction → Job Satisfaction
0.171
0.041
Hypothesis 2-2: Communication → Job Satisfaction
0.203
0.064
Hypothesis 2-3: Understanding → Job Satisfaction
0.110
0.052
Hypothesis 2-4: Reliability → Job Satisfaction
0.083
0.038
Hypothesis 2-5: Intimacy → Job Satisfaction
0.064
0.061
Hypothesis 2-6: Sensitivity → Job Satisfaction
0.137
0.061
Hypothesis 2-7: Openness → Job Satisfaction
0.125
0.056
Note: Values marked with *** are path coefficients and are significant at significance (p <0.05)

T value
3.238
-0.312
3.667
2.286
4.161
3.195
2.095
2.157
1.055
2.260
2.239

P value
0.001
0.755
***
0.022
***
0.001
0.036
0.031
0.291
0.024
0.025

Result
Selection
Dismissal
Selection
Selection
Selection
Selection
Selection
Selection
Dismissal
Selection
Selection
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5. Conclusion
The purpose of this study is to investigate the relationship between
organizational culture and interpersonal relationship on the job
satisfaction of the social workers and examine the factors of the
organizational culture and interpersonal relationship. The effects of
similar factors on the job satisfaction of social worker were analyzed.
The results of this study are summarized as follows.
First, it was confirmed that group culture, hierarchical culture, and
rational culture had significant positive effects on job satisfaction. In
other words, among the variables of organizational culture, group
culture, hierarchical culture, and rational culture showed positive (+)
direction to job satisfaction, and as the organizational culture
increased, job satisfaction increased. It is necessary to emphasize and
maintain the hierarchy in order to improve the efficiency of social
welfare organizations.
Second, developmental culture did not affect job satisfaction. As a
result of the structure of social welfare organizations, the
establishment and implementation of organizational policies are
generally the support organizations of welfare organizations. The
opinions of the government and support organizations will be
relatively larger than the welfare organizations themselves.
Third, interpersonal factors were very important in social workers
in order to provide high quality service to the various people who
met at the workplace. It is an inner and emotional human-to-human
relationship that is forged and sustained naturally when they are in
direct contact with each other.
The purpose of this study was to investigate the organizational
culture and interpersonal relationship of the social workers recognized
by the social workers, and to examine the organizational culture and
interpersonal relationships appropriate for those who are engaged in
social welfare, And to suggest high suggestions.
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Structural Relationship Among Product Attributes, Empathy, Value Consistency and
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Abstract
This study was conducted to examine the effect of social
enterprise product attributes on empathy, value consistency and
repurchase intention. To this end, product attributes were divided into
intrinsic and external attribute factors, and empathy was divided into
cognitive and emotional factors to examine the impact relationships.
Based on the preceding prior studies discussed to achieve this study,
the study looked at how inherent and external attributes affect
cognitive and emotional empathy. We also identified the impact of
product attributes (intrinsic and external) and empathy (cognitive and
emotional) on the consistency of values. Finally, we looked at the
impact of value matching on repurchase intention. This study looked
at the value consistency and impact on repurchase intention based on
the nature of social enterprise products. First, the characteristics of
products produced by social enterprises were identified, second, the
degree of empathy for the social enterprise production products, and
third, the value consistency of the social enterprise production
products, and fourth. The results of this study are as follows.
Keywords: Structural Relationship, Product Attributes, Empathy,
Value Consistency, Repurchase Intention.

1. Introduction
Although various studies have been conducted on marketing
measures to survive in the effective market of social enterprises
pursuing social goals, practical studies on social enterprises have not
yet been conducted (in Korea) sufficiently.
For this reason, this study was conducted to see how social
enterprise production product attributes affect empathetic value
consistency and repurchase intention. To this end, social enterprise
product attributes were divided into internal(intrinsic and external
attribute factors, and empathy was verified through cognitive and
emotional factors.
As social enterprises pursue social objectives rather than profit,
* This paper is a revision and supplementation of Han, Sangjin’s
master degree in business administration.
** First Author, Doctoral Student, Jeju National University, Korea.
*** Corresponding Author, Professor, Jeju National University, Korea.
E-mail: ychwang@jejunu.ac.kr

they mainly focus on solving social problems through creating jobs
for vulnerable groups and raising the quality of life. Although the
products from these social enterprises are mostly purchased by the
consumers with high-involvement, creating demand by engaging in the
competition with general products is inevitable when they try to
achieve the fundamental objectives.
However, few studies in Korea have investigated the decisionmaking on purchasing the products by social enterprises from the
viewpoint of marketing. Therefore, understanding a suitable purchasing
pattern or purchasing behavior working underneath those products
would serve as much contribution to the expansion of the market.
For this reason, this study aims at investigating which effects the
products attributes of the products made by social enterprises have on
the empathy-driven value congruency and repurchase intention. To this
end, this study categorized the attributes into intrinsic and extrinsic,
and tested influencing relationship of them with the sub-factors of
empathy, that is cognitive empathy and emotional empathy.

2. Literature Review & Hypothesis
As shown in the comparison between characteristics of social
enterprises and general businesses, social enterprises have clearly
demonstrated differences between general and social firms, but social
enterprises have differentiated themselves from the general companies.
In this study, a theoretical basis was prepared for the effect of
social enterprise production product attributes on the value agreement
and the intention to redevelop through the literature review of the
preceding study, and the related study was established.
In this study, the dimensions of product attributes provided by
social enterprises were divided into intrinsic and external
characteristics. We considered the impact of these product attributes
on empathy divided by cognitive and emotional empathy. In addition,
the structural relationship between value agreement and repurchase
intention was examined in domestic and foreign literature studies. In
addition, the conceptual model of the study was established by
studying the architectural relationships among the selected variables to
confirm the five study hypotheses as follows, and this was verified in
an empirical manner.
In other words, according to the research model established as a
result of this theoretical study, the questionnaire composition for the
empirical analysis of this study was based on questions and social
products for identifying inherent product attributes, external product
attributes, cognitive empathy, emotional empathy, value matching, and
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repurchase intention. For each survey, each of the variables used the
Likert 5-point scale and the demographic variables were measured as
a nominal scale.
According to these theoretical research, these questions are based
on questions that have been proven to be reliable in the preceding
study, and are compiled by modifying them to be appropriate for this
study, as shown in Table Ⅱ–1.

3. Discussion of results
The empirical analysis showed the following results. As shown in
the result of hypothesis 1-1, the intrinsic attributes presented no
significant positive effect on cognitive empathy, but it had a positive
effect on emotional empathy, as hypothesis 1-2 revealed. Hypothesis
2 confirmed that extrinsic attributes had positive effects on cognitive
empathy and emotional empathy, respectively. Also, hypothesis 3
revealed that cognitive empathy and emotional empathy, the two
sub-factors of empathy, have positive effects on value congruency.
However, as hypothesis 4 presents, neither intrinsic nor extrinsic
attributes had positive effects on value congruency. Finally, the testing
of hypothesis 5 clarified that value congruency had a positive effect
on the repurchase intention.
These results imply that products made by social enterprises follow
the same pattern as other products by general firms in that repurchase
intention gets higher as customers share information by forming
sympathy. In order to achieve this level of sympathy, this study
recommends social enterprises run various channels including social
media which enable customers to share information with each other
and form a bond of sympathy among them. On top of that, utilizing
emotional factors when conducting a promotional campaign is also
important, as recent researches have confirmed that the trend that
appeals to the emotion also has an effect on the products made by
social enterprises.
To this end, a survey was organized and conducted. The measured
data were analyzed for reliability, frequency and validity using SPSS
20.0. In addition, we used Amos 20.0 to analyze the suitability of
the deterministic factors analysis and design study models. The results
of an examination of the effects of an inherent emotional property on
the cognitive empathy among the product properties of hypothesis
1.1.5 show that the external properties have no effect on the
cognitive empathy, hypothesis 0.641 has been rejected.
In relation to the effect of the inherent properties of hypothesis
2-1 on cognitive empathy, it was shown that the more external
properties of the attribute, the higher the cognitive empathy, and
hypothesis 2-1 was adopted (path = 0.6).
The results of the verification of the effect of cognitive empathy
on the value agreement of hypothesis 3-1 showed that the higher the
cognitive empathy, the higher the value agreement is, the higher the
path to 0.017 was adopted.
As a result of the validation of the effect of the inherent attribute
of hypothesis 4-1 on the value consistency, the existence of an
external property does not affect the value agreement, and hypothesis
4-1 was rejected (path = -0.13).

As a result of the validation of hypothesis 5 of the value
agreement on the re-purchase intent, hypothesis 5 was adopted (path
coefficient = 0.741, CR = 5.411).

4. Summary & Implications
This study looked at the value consistency and impact on
re-purchase intent based on the nature of social enterprise products.
First, the characteristics of products produced by social enterprises
were identified, second, the degree of empathy for the social
enterprise production products, and third, the value consistency of the
social enterprise production products, and fourth. The results of this
study are as follows.
First, research shows that when producing a product of a social
enterprise, producing a product that is different from that of the age
group can also be consistent with the value of the product.
Second, consumers who use products produced by social enterprises
recognize them through product attributes, show their emotional
empathy with the enterprise, and differentiate between the consumer
and the company.
Third, the results were similar to the argument that the more
consumers' interest and empathy for the company, the better the
company's image, and thus affect the purchase of the product.
Therefore, it is deemed that consumers with high confidence in a
firm will maintain a positive form of product empathy for that firm
(Lee Tae-yong, 2010). It can be accepted through prior research.
Research indicates that social enterprise products offer differentiated
value to consumers, and that consumers need accurate product
information when they form diverse product lines.
Social enterprise production products also mean that the more
intimacy and information they share by forming consumer consensus,
the more intention they will be to buy back. To this end, consumers
such as social networking sites need to share information with each
other and use various media that can trigger consensus. It is also
important to use emotional factors during promotion as recent trends
in sensitivity influence access to social enterprise products.
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