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This chapter aims to make a critical analysis of the evolving process of neoliberal capitalism globalization.
It begins with the assumption that the neoliberal capitalism system is undergoing a mutation in the
globalization processes as a dynamic element in continuous economic and financial crisis representing
the development of the logic of capital based on the neoliberal ideology that promotes the free market.
The evolving process of globalization is the history of international free trade framed by the classical
liberal and neoliberal economic theory. The discussion focuses on a critical analysis of the paradigm of
deglobalization as an alternative to the global capitalist regime that proposes local and regional economic
protectionism solutions as an alternative to keep growing the national economies but still neglecting
social justice and inequality inclusiveness and socio-ecological development.

Chapter 2
How Have Governments and the Entrepreneurial Sector Reacted to the First COVID-19
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At the end of 2019, the pandemic caused by COVID-19 and its different mutations is forcing the world to
face a significant economic crisis that will change the business world. To cope with this socio-economic
problem, a digitation process has been accelerated in the labor market, and a more vital public-private
collaboration has been put into action to solve this situation. Despite these efforts, the world is facing a
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broader North-South gap, and a new business world has been created for the new generations to come.
This chapter aims to analyze how the first lockdown caused by COVID-19 has influenced this changing
process. The authors conclude that this lockdown has accelerated both the digitation process and the
work-life balance. Also, more efforts are needed to fight the psychiatric problems associated with the
lockdown.

Chapter 3
Experiences, Perceptions, and Expectations of the Business Community in Mexico Amidst the
(G(0) 1D L X G55 15 T RPN 39
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The objective of this chapter is to provide a contextualized perspective about the effects of the COVID-19
health crisis for companies with economic activity and fixed installations in Mexico, mainly during the
second to third phases of the contingency. For this purpose, data from the INEGI ECOVID-IE 2020
survey is analyzed, which used a sampling frame of 1,873,564 Mexican companies compared by size.
Relevant information is provided about the reality of the Mexican business community to report the main
sanitary measures implemented, the operational actions used, the sources and types of support received,
the best support policies identified, and the income expectations for the following months. Faced with a
negative scenario, targeted support strategies from governmental, chambers, and business organizations
must be aligned to regain the confidence of the business community to support their continuity.

Chapter 4
Impact of COVID-19 on Food Consumption and Marketing: A Behavioral Model Perspective......... 60
Suja Ravindran Nair, Educe Micro Research, Bengaluru, India

COVID-19 has greatly disrupted lives and affected buying behavior of individuals. Countries were
forced to impose lockdowns, alongside the practices of wearing masks, social distancing and hygiene
have become the ‘new normal’. This situation forced consumers to re-work shopping habits, modify
food patterns, develop healthy eating and online shopping behavior. With multiple waves of COVID-19
engulfing countries, pandemic effects are here to stay, suggesting food marketers explore the continuity
of healthy food consumption with futuristic behavioral intention. For this purpose, this study uses a
behavioral model perspective built upon the theory of planned behavior. A general review of the literature
on food choice behavior is used. The literature review shows an integrated framework indicating linkages
between the antecedents, consumers’ behaviors, and behavior intentions/consequences from a sustainable
behavioral model perspective.

Chapter 5
Organizational Components That Explain the Strategic Direction of SMEs for a New World
Economic Order: The Case 0f COIOMDIA..........ccccuviiiiiiiiiieieiec et e e e eaarreeeeeeens 80
Rafael Ignacio Pérez-Uribe, Universidad Santo Tomas, Colombia
Carlos Salcedo-Perez, Politecnico Grancolombiano, Colombia
Maria del Pilar Ramirez, EAN University, Colombia

This chapter aims to show some concepts related to the importance of planning and strategic direction as
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afundamental tool for the sustainability of Colombian SMEs for a new world economic order and present
the proportionality relationship between this concept of strategic management and the organizational
components. Keys that explain it and facilitate its development, considering the modernization model for
managing organizations (MMOM), were developed by a group of researchers from the EAN University
in Bogota-Colombia. It was found that market management, organizational culture, organizational
structure, and knowledge and innovation management are the components that a high percentage explain
the strategic direction of this type of company on which priority improvement and innovation activities
should be developed in such a way ways that allow strategies to develop more smoothly to achieve
business objectives of effectiveness, efficiency, profitability, and sustainable development.

Chapter 6

The New Concept of Disruptive Logistics: Global Sustainable Logistics 4.0 in a Future Post-New

WOrld ECONOMIC OTAET ......couiiiiiiiiieiiieeie ettt et ettt ettt et et e et e et e ate et e eateeabeeabeenees 99
Manuel Antonio Ferndndez-Villacaiias Marin, San Pablo CEU University, Madrid, Spain

In an increasingly disruptive global environment, marked by the potential development of the Post-New
World Economic Order, more innovative, effective, and efficient logistics solutions are demanded. It
is necessary to offer radical improvements in logistics services through new models. It is considered
necessary to define the new concept of disruptive logistics based on three fundamental pillars: globalization,
digitization, and sustainability. This chapter aims to address the new concept, more effective and
efficient, in a highly turbulent environment that has become disruptive, with unpredictable, substantial,
and impactful changes. The most significant geoeconomics aspects that would condition a hypothetical
Post-New World Economic Order are analyzed, the main factors of the global sustainable logistics are
studied, and the development of the concepts of Logistics 4.0 and Supply Chain Management 4.0 is
reviewed. Finally, as a result, the main aspects of the proposed new concept are analyzed.

Chapter 7

A Treatise on Isoattribute Curve Analysis, Consumer Induction Factor, and Country Brand Value:

A MOdEIN PrOPOSal.......coiuiiiiiiiiiieeeeee ettt ettt st st 125
Debasish Roy, Sikkim University, India

This research has endeavored to focus on three major issues that are yet to be explored as per the existing
literature on marketing. The first issue focuses on the Isoattribute curve analysis, rooted in the theory of
conjoint utility analysis. In other words, the first segment concentrates on the derivation of the Isoattribute
curve model which helps to attain the consumer equilibrium condition in a two-commodity world (brand
or non-brand products). The second segment of the chapter has transitioned from the microeconomic
model to the macroeconomic perspective based on a ‘single-country’ approach, i.e., USA, based on a
derivation of consumer induction factor (CIF). Finally, the third and final segment of the chapter extends
its horizon at a larger scale by conducting a cross-country time-series study of 10 years (2009 — 2018)
which redefines branding in an absolutely new dimension where the ‘brand values’ of seven sample
countries are estimated by inculcating the socio-economic, political, and working environment factors
as the major dimensions.
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Chapter 8

Chinese OEM Manufacturing Roadmap: SMEs — To Brand or Not to Brand...........c..ccocceeieniennnenne. 163
Bigi Zhou, School of Professional Studies, Columbia University, USA
Rob Kim Marjerison, Wenzhou-Kean University, China
Fa-Hsiang Chang, Wenzhou-Kean University, China

This study seeks to explore the strategic alternatives for the many small and medium-sized manufacturing
firms in China that play an OEM role in the global value chain. Declining margins due to rising production
costs and intense competition from emerging manufacturing industries in Southeast Asia necessitates the
transformation of China’s traditional manufacturing industry. The result is opportunities for the creation
and manufacturing of domestic brands. A multiple-case study methodology is used with primary data
collection through in-depth interviews, supported by secondary data on the subject firms. The findings
reveal an awareness of the opportunities afforded by the trend towards the development of domestic
brands as well as the vision, strategy, tactics, and forecasting related to a transition to brand creation.
This chapter could be of interest to those with an interest in manufacturing transition, brand development,
and providing direction to OEM SME:s in China that seek to develop a strategic roadmap during the
imminent industrial evolution and transformation.

Chapter 9

Omnichannel and Experience Approach as a Post-COVID-19 Economic Reactivation Mechanism 183
Danny Christian Barbery-Montoya, Universidad Espiritu Santo, Ecuador
Dennisse A. Coronel-Arellano, Universitat de Valencia, Spain
Ariana Soria-Loor, Universidad Santa Maria, Ecuador

The aim of this chapter is to show how omnichannel tools must be applied through the process of creating
experiences for the consumers. During the literature review, some authors make approaches to the key
concepts connecting omnichannels and consumer experiences; therefore, they explain through the analysis
of data the reality of the Ecuadorian environment and global trends. With this context, this chapter will
present how, by using macro environment and accessibility, a unique experience may be created in the
customer journey in omnichannel.

Chapter 10
Determinants of RFID Adoption Intention in the Healthcare Industry for Patient Monitoring: A
Special Reference to COVID-19......uuiiiiiiieie ettt ettt ettt be e e sare e s 197
Bijoylaxmi Sarmah, North-Eastern Regional Institute of Science and Technology, Nirjuli,
India
Shampy Kamboj, National Institute of Technology, Hamirpur, India
Neeraj Kumar Phookan, North-Eastern Regional Institute of Science and Technology,
Nirjuli, India

Radio frequency identification (RFID) technology holds tremendous potential in improving the patient
management system in hospitals attaining global importance in the healthcare industry due to the spread
of the COVID-19 pandemic at present. RFID assists in wireless data storage and automatic retrieval,
making systems efficient, improving patient safety, and decreasing costs. Although RFID is an emerging
technology in the healthcare industry, its adoption is yet to gather momentum. This chapter will provide
a background for healthcare practitioners and researchers about RFID technologies in the healthcare
sector. Moreover, an integrated conceptual framework will be proposed consisting of factors that influence
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RFID technology adoption intention in the healthcare industry. This study will be the first of its kind
to identify and classify various factors of RFID adoption intention and provide a comprehensive model
using an exploratory method laying the foundation for academicians and industry practitioners for the
future scope of its research.

Chapter 11
Social Enterprise Awareness, Perception, and Purchase Influence in South East China: A
Benchmark for FUrther StUAY ...........cooiiiiiiii ettt 214
Mingyi Chen, University of Edinburgh, UK
Jiawei Feng, University of Warwick, UK
Rob Kim Marjerison, Wenzhou-Kean University, China
Rongjuan Chen, Wenzhou-Kean University, China

This study aims to explore awareness and interest in social enterprises in China and in doing so provide
a benchmark for comparison with future research on the topic. There is a shortage of evidence in the
previous literature with which to compare the present situation, but the regulatory emphasis and resources
presently dedicated by the Chinese government to social enterprises makes research in this area relevant
and makes it likely that the development of social enterprises would have an upward trend in awareness and
interest. Primary data was collected from over 600 online surveys which measured awareness, purchase
intention, and purchase motivation before and during the first year of the COVID-19 pandemic. The
findings of this chapter may contribute to future research on the trends of social enterprise awareness
and interest in China and may also be of interest to those with an interest in social entrepreneurship.

Chapter 12
The Social and Solidarity Economics, Public Policies, and Non-Monetary Economic Practices:
The Case of Associative Firms in Loja, Ecuador ..........cccccooiiiiiiiiiiiiieceeeeeeee e 242
Arturo Lugue Gonzdlez, Universidad Tecnica de Manabi, Ecuador & Universidad del
Rosario, Ecuador
Aitor Bengoetxea Alkorta, Universidad del Pais Vasco, Spain & Euskal Herriko
Unibertsitatea, Spain
Jaime Leonidas Ordoiiez Salcedo, Universidad del Pais Vasco, Spain & Euskal Herriko
Unibertsitatea, Spain

The prevailing economic and social model contains great inequalities. Against this backdrop, the Republic
of Ecuador, in its constitution of 2008, included recognizing ancestral practices at an economic and social
level and granting special protection to “mother earth” or Pachamama based on the common element of
solidarity between ecosystems and human beings. Despite this, continuous growth processes have blunted
some of the tools and institutions created in Ecuador to redress poverty and rebalance existing economic
and regulatory abuses. To analyze this situation, a series of group interviews were carried out in two
communities of Loja (Ecuador) to analyze the scope and continuity of current ancestral practices and the
effectiveness of processes established in the social economy. The analysis shows the lack of continuity
of these practices and their associated benefits for people and communities with limited resources.
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Chapter 13

Business Model Creation for Cost Saving in the New World Economic Order .............ccceevvvenenennee. 267
Beatriz Olalla-Caballero, Pontifical University of Salamanca, Spain
Montserrat Mata, Deusto University, Spain

Globalization and economy features in this new world economic order due to SARS-CoV-2 pandemic
crisis involve taking into account new ideas and proposals to keep the market share and to fight against
competition. It is very important to consider and evaluate the business model of a company to drive all
the objectives and the strategy towards the aimed position in the market to assure the market share in the
future. Evaluation and analysis of a business model, together with new proposals regarding it may help
a company to achieve all the objectives and to increase its competitiveness in the market.

Section 2
Education

Chapter 14
Trends for Business Education Post COVID-19........ccciiiiiiiiiiiiiciieeee et 287
Neeta Baporikar, Namibia University of Science and Technology, Namibia & University of
Pune, India

COVID-19 has brought about tremendous changes in all occupations. Education in general and business
education, in particular, is no exception. In the normal course, business education entailed students being
on the campus as the courses are full-time residential with physical attendance to enable interaction and
discussion. With COVID-19 lockdown and restrictions, the usual way of doing business is disrupted.
Hence, by adopting systematic literature with grounded approach, the aim of this chapter is to understand
the disruptions, faculty, and student difficulties and sketch out the future trends in business education
post COVID-19.

Chapter 15

Developments and Global Trends in the Education and Business Sectors in the Post-COVID-19

Period: The MexXiCan Case .........coouiiiiiiiiiiiie ettt ettt sttt st sttt sbee et e saeesaeeeas 304
Enriqueta Mdrquez, Universidad Andhuac, Mexico

In this chapter, the author focuses on the reality of living through a pandemic that made people worldwide
prioritize their matters of importance. Since the beginning of the pandemic, the educational sector was
one of the most privileged ones thanks to the previous implementation of proper technologies and internet
tools. The author will analyze the challenges faced by teachers, students, and parents, who had to adapt
workplaces and focus their efforts to continuously innovate and capture the attention of students. On
the business arena, the pandemic was a digital accelerator. Many businesses had to improve their digital
platforms and different types of consumers emerged. The author will highlight the global consumer
trends that emerged during the pandemic which will remain throughout the post-COVID-19 period and
the challenges to capitalize on all the new trends that emerged to transform persons into better human
beings and to contribute building a better world.
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Chapter 16

Initial Exploration of Cross-Generational Attitudes Towards Piracy of Chinese Online Literature .. 326
Rob Kim Marjerison, Wenzhou-Kean University, China
Sijia Jiang, Wenzhou-Kean University, China

This chapter seeks to provide initial evidence and provide a baseline for further exploration of Chinese
cross-generational audiences’ attitude differences towards online literature and digital piracy. Globalization
has complicated the many disparate cultural, generational, and national perspectives on intellectual
property (IP) protection. IP and IP protection continue to grow in importance in global commerce and
international relations. How attitudes towards IP and online content, in particular, evolve generationally
is an area of relative under exploration. Data was gathered through an online survey and indicates a
trend towards increased awareness and acceptance of IP value and protection. This study provides insight
into cross-generational audiences in the important market of China. It may be helpful to those interested
in commerce in the areas of online publishing or related industries to help make business decisions in
targeting and marketing, to those interested in global commerce and international relations, or those who
are researchers in the areas of IP and IP protection.

Chapter 17

How COVID-19 Has Stimulated Innovation in the Chinese Education Sector...........cc.ccceeeveerrenee. 343
Poshan Yu, Soochow University, China
Samuel Kwok, Xi’an Jiaotong-Liverpool University, China
Zhongyue Jiang, Independent Researcher, China

This chapter aims to investigate the impacts of COVID-19 in China’s education sector. It will capture
the dynamics of the interlinked changing relationships between the availability and use of education
technology (EdTech) and the demand for online learning among various stakeholders in the Chinese
education market. In addition, this chapter examines whether and how these relationships enhance
operational efficiency via transforming the current business models in the sector, in particular due to
the COVID-19 pandemic. By analyzing the current practices of the sector, this chapter will critically
discuss the challenges and opportunities for technology in education and how these changes in turn drive
stakeholders (including students, educators, and regulators) to respond and engage with each other, and
how these stakeholder engagements impact the sustainable development of delivery modes, such as
digital education and remote learning by using EdTech strategies in the sector.

Chapter 18

Decision-Making Styles of the Next Generation of Chinese Business Leaders........c..ccccccocereiennnnne. 365
Rob Kim Marjerison, Wenzhou-Kean University, China
Jing Pan, University of Warwick, UK

This study seeks to explore the relationships between decision-making styles, academic performance,
and gender of educated Chinese millennials. As the millennial generation of college graduates in China
comes of age, they will move into leadership roles in public and commercial organizations. They will
have influence over considerable financial assets as well as economic and public policy which translates
into global impact. There is a gap in the existing literature on the topic. This study utilized online self-
report questionnaires to gather data, and the general decision-making style test to assess respondents’
decision-making models culminating in correlation analysis and t-test. Based on the findings of related
research, the authors hypothesized that there would be a difference in the decision-making styles based on
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gender and that there would be a significant difference in academic performance based on the decision-
making styles. The findings may be of interest to a variety of those interested in decision-making styles,
Chinese millennials, and future leaders of China.

Compilation of RefErencCes ..............coccvieiiiiiiiiiiiicieeeee ettt e et e et e e eaeesnseesnsee s 387
AboUt the ContribDULOLS ...........ooociiiiiiiiie et st esteeereeenseeenseennnas 444
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Preface

The global pandemic caused by COVID-19 is changing the world, both from a double geopolitical and
social perspective, with the imposition of the ‘new normal’ defined by imposing lockdowns, alongside
the practices of wearing masks, social distancing, and hygiene-based procedures. The sharp difference in
vaccination terms between the richest and poorest countries on the planet increases the north-south gap,
lengthening the pandemic’s duration. As a consequence, with multiple waves of COVID-19 engulfing
countries, pandemic effects are here to stay.

However, the effects of the COVID-19 pandemic are very intense and have a crucial structural
change component as the impact occurs globally. Not only does it affect the health of individuals, but
its geopolitical, economic, social, and even family effects are far-reaching to give rise to a New World
Economic Order. Divided into two sections, the first devoted to politics, business, and economics, and
the second to education, both focused on studying the new world economic order’s traits for different
sectors and countries.

Nearly forty authors from four continents (Africa, America, Asia, and Europe) and ten countries
participate in this book to cope with this goal. Academicians and practitioners who are developing their
ideas, theories, and professional skills in different universities and research centers of international pres-
tige. This characteristic makes the book stand out for having a global vision, both from a North-South
perspective, and above all, and what is more difficult to find in other books, with a South-South vision.

This book explores the need to advance into how the world is transforming and how some emerging
business and educational models combined with social and geopolitical effects transform the business
world into a New World Economic Order that will emerge during the post-COVID-19 era. Given this
vision, the book’s target audience, Handbook of Research on Emerging Business Models and the New
World Economic Order, comprises scholar-practitioners, managers, policymakers, consultants, and
undergraduate/graduate students. Still, it also appeals to anyone interested in these issues.

ORGANIZATION OF THE BOOK

The book is divided into two sections. The first section (Chapters 1-13) focuses on different aspects
of the new world economic order from a triple-fold perspective, including political, economic, and
business-related issues.

Chapter 1, entitled ‘Critical Analysis of the Evolving Process of the Neoliberal Global Capitalism,’
and written by Dr. José G. Vargas-Hernandez, from the University Center for Economic and Managerial
Sciences, University of Guadalajara (Mexico), aims to make a critical analysis of the evolving process
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of neoliberal capitalism globalization. The author assumes that the neoliberal capitalist system promot-
ing the free market is changing due to globalization and the pandemic. Consequently, in this chapter,
the author focuses on the paradigm of deglobalization as an alternative to the global capitalist regime
to propose protectionism-related local and regional economic measures to maintain nations’ growth to
keep in mind both social justice and socio-ecological development.

This two-fold perspective, including politics and economics, continues in Chapter 2 entitled ‘How Have
Governments and the Entrepreneurial Sector Reacted to the First COVID19 Lockdown?’ written by Dr.
Alicia Coduras, from Institut Opinometre, Spain and GEM Global, UK; Dr. José Manuel Saiz—Alvarez,
from Catholic University of Santiago de Guayaquil, Ecuador and Mexican Academy of Sciences, and
Dr. Muhammad Azam Roomi, from Mohammed bin Salman College of Business and Entrepreneurship,
Saudi Arabia. At the end of 2019, the pandemic caused by COVID-19 and its different mutations is
forcing the world to face a significant economic crisis that will change the business world., More vital
public-private collaboration must be implemented to avoid a broader North-South gap to cope with this
socio-economic problem, especially in the labor market. This chapter analyzes how the first lockdown
caused by COVID-19 has influenced this changing process and concludes that this lockdown has ac-
celerated both the digitation process and the work-life balance.

The following book chapters focus on the relationship between companies and the health and eco-
nomic crisis generated by COVID-19. In this respect, Chapter 3 entitled ‘Experiences, Perceptions, and
Expectations of the Business Community in Mexico Amidst the COVID-19 Crisis’, written by Dr. Jesis
Manuel Palma-Ruiz, Prof. Herik German Valles-Baca, Dr. Carmen Romelia Flores-Morales, and Prof.
Luis Radl Sanchez-Acosta, all from Universidad Auténoma de Chihuahua, Mexico, aims to provide a
contextualized perspective about the effects of the COVID-19 health crisis for Mexican firms, mainly
during the second to third phases of the contingency. For this purpose, these authors analyze data from
the INEGI ECOVID-IE 2020 survey, which uses a sampling frame of 1,873,564 Mexican companies
compared by size, and conclude that public and private organizations must be aligned to regain the
confidence of the business community to support their continuity.

This public-private alignment and cooperation are complemented in Chapter 4. entitled ‘Impact of
COVID-19 on Food Consumption and Marketing: A Behavioral Model Perspective’, written by Dr. Suja
Ravindran Nair, Educe Micro Research, Bengaluru, India, where the author affirms that consumers have
re-worked shopping habits, modified food patterns, and developed healthy eating and online shopping
because Covid19 has dramatically disrupted their lives and affected buying behavior of individuals. Dr.
Nair assures that after multiple waves of COVID-19 engulfing countries, pandemic effects are here to stay,
suggesting food marketers explore the continuity of healthy food consumption with futuristic behavioral
intention. For this purpose, this chapter uses a behavioral model perspective; built upon the Theory of
Planned Behavior to show an integrated framework indicating linkages between the antecedents, consum-
ers’ behaviors, and behavior intentions/consequences from a sustainable behavioral model perspective.

Also, SMEs’ strategic policies have changed during the pandemic, as shown in Chapter 5 titled
‘Organizational Components that Explain the Strategic Direction of SMEs for a New World Economic
Order: The Case of Colombia’, and written by Dr. Rafael Ignacio Pérez-Uribe, Universidad Santo Tomas,
Colombia, Dr. Carlos Salcedo-Perez, Politecnico Grancolombiano, Colombia, and Dr. Maria del Pilar
Ramirez, EAN University, Colombia. This chapter aims to show some concepts related to the impor-
tance of planning and strategic direction as fundamental tools for SMEs ’ sustainability in a new world
economic order. The authors explain SMEs’ business policies for achieving effectiveness, efficiency,
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profitability, and sustainable development using an MMOM (modernization model for managing orga-
nizations) model combining organizational culture, knowledge, and innovation management.

Logistics play a crucial role in business as shown in Chapter 6, entitled “The New Concept of Disrup-
tive Logistics: Global Sustainable Logistics 4.0 in a Future Post-New World Economic Order’, written
by Dr. Manuel Antonio Fernandez-Villacafias Marin, from Technical University of Madrid/Consulting
M&M Planning and Project Management, Spain. Dr. Ferndndez-Villacaiias affirms that in an increasingly
disruptive global environment marked by the potential development of the post-New World Economic
Order, more innovative, effective, and efficient logistics solutions are demanded. The author defines
the new concept of Disruptive Logistics based on three fundamental pillars: globalization, digitization,
and sustainability, to address logistics more effectively and efficiently in a highly turbulent, disruptive,
and unpredictable business environment.

Another contribution to the business field is shown in Chapter 7 entitled ‘A Treatise on Isoattribute
Curve Analysis, Consumer Induction Factor, and Country Brand Value: A Modern Proposal,” written by
Mr. Debasish Roy, Sikkim University, India, where the author introduces the Isoattribute curve analysis,
rooted in the theory of Conjoint utility analysis, to attain the consumer’s equilibrium condition in a two—
commodity world (brand or non-brand products). Also, a new vision related to the Consumer Induction
Factor (CIF) is shown. The author redefines branding in a new dimension where the ‘brand values’ of
7 sample countries are estimated.

Manufacturing is also analyzed in the book. Chapter 8 entitled ‘Chinese OEM Manufacturing
Roadmap: SMEs: To Brand or Not to Brand,” written by Ms. Biqi Zhou, Columbia University School
of Professional Studies, United States, Prof. Rob Kim Marjerison, Wenzhou-Kean University, China,
and Dr. Fa-Hsiang Chang, Wenzhou-Kean University, China, study this issue. Using a multiple-case
study methodology with primary data collection through in-depth interviews, supported by secondary
data on firms, the authors explore the strategic alternatives for the many SMEs manufacturing firms in
China that play an OEM role in the global value chain. The authors focus on these firms, as they are the
emerging manufacturing industries in Southeast Asia that need the transformation of China’s traditional
manufacturing industry to create and manufacture domestic brands.

Marketing has a crucial role for firms in the post-COVID-19 era. In this regard, Chapter 9 entitled
‘Omnichannel and Experience Approach as a Post-Covid-19 Economic Reactivation Mechanism’, and
written by Dr. Danny Christian Barbery-Montoya, Universidad Espiritu Santo, Ecuador, Dennisse A.
Coronel-Arellano, Universitat de Valencia, Spain, and Ariana Soria-Loor, Universidad Santa Maria, Ec-
uador, aims to show how omnichannel tools must be applied through the process of creating experiences
for the consumers in Ecuador. With this context, this chapter presents how a unique experience may be
completed in the customer journey by following an omnichannel strategy using a macro environment
and accessibility.

The healthcare industry is crucial to fight the pandemic. In this regard, Chapter 10 entitled ‘Determi-
nants of RFID Adoption Intention in Healthcare Industry for Patient Monitoring: A Special Reference
to COVID-19’, and written by Ms. Bijoylaxmi Sarmah, North-Eastern Regional Institute of Science &
Technology, Nirjuli, Arunachal Pradesh, India, Dr. Shampy Kamboj, National Institute of Technology
Hamirpur, India, and Mr. Neeraj Kumar Phookan, North Eastern Regional Institute of Science & Tech-
nology, India, describes how RFID (Radio Frequency Identification) technology improves the patient
management system in hospitals by assisting in wireless data storage and automatic retrieval, making
systems efficient, improving patient safety, and decreasing costs. This study is the first to identify
and classify various factors of RFID adoption intention and provide a comprehensive model using an
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experimental method laying the foundation for academicians and industry practitioners for the future
scope of its research.

Continuing in Asia, Chapter 11 entitled ‘Social Enterprise Awareness, Perception and Purchase Influ-
ence in South East China: A Benchmark for Further Study,” written by Mr. Mingyi Chen, Management,
University of Edinburgh, UK, Ms. Jiawei Feng, Management, University of Warwick, UK, and Prof. Rob
Kim Marjerison, Wenzhou-Kean University, China, explores the interest of the Chinese government to
develop social enterprises in the country. To analyze the possibility of creating social entrepreneurship,
the authors use primary data from over 600 online surveys to measure Awareness, Purchase Intention,
and Purchase Motivation before and during the first year of the COVID-19 pandemic.

These ideas are complemented in Chapter 12, entitled “The Social and Solidarity Economics, Public
Policies, and Non-Monetary Economic Practices: The Case of Associative Firms in Loja, Ecuador’,
and written by Dr. Arturo Luque Gonzalez, Universidad Tecnica de Manabi, Ecuador, & Universidad
del Rosario, Colombia, Prof. Aitor Bengoetxea Alkorta, Universidad del Pais Vasco/Euskal Herriko
Unibertsitatea UPV/EHU, Spain, and Prof. Jaime Leonidas Ordéiez Salcedo, Instituto Hegoa - Gezki,
Universidad del Pais Vasco/Euskal Herriko Unibertsitatea UPV/EHU, Spain. From a Spanish-Ecuadorian
perspective, these authors describe how the Republic of Ecuador, in its constitution of 2008, recognizes
ancestral practices at an economic and social level to grant special protection to “mother earth” or
Pachamama based on the common element of solidarity between ecosystems and human beings. The
authors obtain data by conducting group interviews in Loja (Ecuador) communities to analyze the scope
and continuity of current ancestral practices and the effectiveness of processes established in the social
economy. They show the lack of continuity of these practices and their associated benefits for people
and communities with limited resources.

From an entrepreneurial vision, business evaluation and cost savings are crucial to surviving in hostile
business environments born in the post-COVID-19 era. In this respect, Chapter 13, entitled ‘Business
Model Creation for Cost Saving in the New World Economic Order,” and written by Dr. Beatriz Olalla-
Caballero, Pontifical University of Salamanca, Spain, and Montserrat Mata, Deusto University, Spain,
deals with these issues to assure the market share in the future and fight against competition.

The second section of this book (Chapters 14-18) deals with education-related issues and Covid19.
In this regard, Chapter 14, entitled ‘Trends for Business Education Post-COVID-19’, written by Prof.
Neeta Baporikar, Namibia University of Science and Technology, Namibia and University of Pune, In-
dia, affirms that Covid19 has brought about tremendous changes in business education in particular. In
the ordinary course, business education entailed students being on the campus, and physical attendance
enables interaction and discussion. With COVID-19 lockdown and restrictions, the usual way of doing
business is disrupted. Hence, by adopting systematic literature and a grounded approach, this chapter
aims to understand the disruptions, faculty, and student difficulties and sketch out the future trends in
business education post-COVID-19.

This educational vision continues in Chapter 15, entitled ‘Developments and Global Trends in the
Education and Business Sectors in the Post-COVID-19 Period: The Mexican Case’, written by Dr. En-
riqueta Marquez, from Universidad Anidhuac, Mexico. The author affirms that the pandemic has made
people worldwide prioritize their matters of importance and analyzes the challenges teachers, students,
and parents faced, who had to adapt to workplaces and focus their efforts to innovate and capture stu-
dents’ attention continuously. Regarding firms, the pandemic was a digital accelerator, as different types
of consumers emerged that will remain throughout the Post-COVID-19 period.

XXiii
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The last three chapters of this book are related to China. In this regard, Chapter 16, entitled ‘Initial
Exploration of Cross-Generational Attitudes Towards Piracy of Chinese Online Literature,” written by Prof.
Rob Kim Marjerison, Wenzhou-Kean University, China, and Ms. Sijia Jiang, Wenzhou-Kean University,
China, seeks to provide initial evidence and provide a baseline for further exploration of Chinese cross-
generational audiences’ attitude differences towards online literature and digital piracy. Globalization
has complicated the cultural, generational, and national perspectives on intellectual property protection
affecting global commerce and international relations. These authors indicate a trend towards increased
awareness and acceptance of IP value and protection and provide insight into cross-generational audi-
ences in the important market of China.

Education technology (EdTech) plays an emerging role in higher education institutions (HEIs). In
this respect, Chapter 17, entitled ‘How COVID-19 Has Stimulated Innovation in Chinese Education Sec-
tor’, written by Mr. Poshan Yu, Soochow University, China; Dr. Samuel Kwok, International Business
School Suzhou, Xi’an Jiaotong-Liverpool University, China, and Miss Zhongyue Jiang, Independent
Researcher, China, investigates how COVID-19 has impacted in China’s education sector. The authors
capture the dynamics and operational efficiency of the interlinked changing relationships between the
availability and use of EdTech and online learning demand among various stakeholders in the Chinese
educational market. Besides, they study how these changes drive stakeholders towards digital education
and remote learning by using EdTech strategies.

Finally, Chapter 18, entitled ‘Decision-Making Styles of the Next Generation of Chinese Business
Leaders’, and written by Prof. Rob Kim Marjerison, Wenzhou-Kean University, China, and Ms. Jing
Pan, University of Warwick, UK, seeks to explore the relationships between decision-making styles,
academic performance, and gender of educated Chinese millennials, as future leaders in public and com-
mercial organizations endowed with global impact. The authors gather data through online self-report
questionnaires and the General Decision Making Style test to assess respondents’ decision-making models
culminating in correlation analysis and t-test. Based on the findings, the authors find a difference in
the decision-making styles and academic performance based on gender. As the authors also state, these
findings may be of interest to a variety of those interested in decision-making styles, Chinese millen-
nials, and future leaders of China.

In short, this book includes a wide variety of approaches, problems, and discussions in some aspects
related to business and economics in the post-COVID-19 era from double North-South and South-South
perspectives. We expect the readers to find appealing ideas to implement into their organizations or to
continue advancing in searching, conceiving, and starting new business-related and sociopolitical strate-
gies to enhance richness and economic wealth in society.

José Manuel Saiz-Alvarez
Catholic University of Avila, Spain & Catholic University of Santiago de Guayaquil, Ecuador
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ABSTRACT

This chapter aims to make a critical analysis of the evolving process of neoliberal capitalism globaliza-
tion. It begins with the assumption that the neoliberal capitalism system is undergoing a mutation in the
globalization processes as a dynamic element in continuous economic and financial crisis representing
the development of the logic of capital based on the neoliberal ideology that promotes the free market.
The evolving process of globalization is the history of international free trade framed by the classical
liberal and neoliberal economic theory. The discussion focuses on a critical analysis of the paradigm
of deglobalization as an alternative to the global capitalist regime that proposes local and regional
economic protectionism solutions as an alternative to keep growing the national economies but still
neglecting social justice and inequality inclusiveness and socio-ecological development.

INTRODUCTION

Neoliberal capitalism is undergoing a mutation, a shift towards deglobalization processes that require the
resurgence of the nation-state. Capitalism is always in the process of creative destruction (Schumpeter,
1942), disruptive and in constant crisis, as in the use of digital and automation technologies that, while
destroying some ways of working, create others, but also develop new losers and new winners. Globaliza-
tion constitutes the most dynamic element in developing the neoliberal capitalist system characterized
by recurring crises and instability of the system. However, Hardt and Negri (2002) and Browning and

DOI: 10.4018/978-1-7998-7689-2.ch001

Copyright © 2022, IGI Global. Copying or distributing in print or electronic forms without written permission of IGI Global is prohibited.

EBSCChost - printed on 2/8/2023 10:55 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use


https://orcid.org/0000-0003-0938-4197

EBSCChost -

Critical Analysis of the Evolving Process of Neoliberal Global Capitalism

Kilmister (2006) propose in Empire that capitalism has not delineated the processes of globalization but
that socialism has also contributed to its characterization.

The economic integration processes have been implemented by an economic model that seeks the
financialization of capital through free trade and capital agreements. That has specified international
economic relations between countries. This form of economic globalization has been transcendent in
the integration and cooperation of economic relations even though it is highly controversial.

Globalization has been described as a process of world economic integration through movements of
goods and services, capital, technology, and labor, leading to economic decisions influenced by global
conditions (Jenkins, 2004). The Committee for Development Policy defines economic globalization as
the increasing interdependence between world economies at the growing integration scale of cross-border
flow trade of goods, commodities and services, capital, and technologies.

The concept of globalization as a post-Westphalian phenomenon or as a process extends from move-
ments, interconnectivity, and world economic exchanges to other fields such as social, political, cultural,
etc., which Palomares (2006: 27), and more recently, Coppelli Ortiz (2018) consider that weaken the
premise of the historical structure of the international Westphalian order and question the paradigms
of international law that sustains that national states are entities that have control of their territory and
their population, are self-sufficient and sovereign because they do not respond to superior austerities.

In this sense, these two conceptions are complementary, although diverse, to understand the dimen-
sions of the observable phenomenon of globalization, as well as the measurable processes of globalization
(Garcia de la Cruz 2008: 72-74). The dimensions of economic globalization group classic productive
factors, such as the international movement of goods and services, the free movement of capital, and
the transit of people and labor.

Neoliberal global capitalism has been tightening its grip over almost the entire world, weakening
regulatory mechanisms to the increasing mobility of capital and giving capitalism an unapologetic face,
leading to global socio-economic problems, unprecedented inequality, and environmental degradation
(Galent, & Soborski, 2020). As the third international division of labor processes, neoliberal global
capitalism includes the specialized segmentation across the world to just produce a single commodity
(Neilson,2020). The factors that characterize globalization are the freedoms of trade, movement of people,
and capital movements, which with the emergence of the health crisis have been seriously compromised.

Globalization represents the development of the logic of capital based on the neoliberal ideology
that promotes the free market to transform the world into a global market, taking advantage of the trends
of the free movement of people, goods, services and capital, the deregulation of international markets,
low customs fees, free movement. Globalization is the integration into the markets of goods, services,
capital, and people globally, which has come in waves.

The objective of this chapter is to make a critical analysis of the evolving process of neoliberal capi-
talism globalization. It begins with the assumption that the neoliberal capitalism system is undergoing a
mutation in the globalization processes as a dynamic element in ongoing economic and financial crisis
representing the development of the logic of capital based on the neoliberal ideology that promotes the
free market.

2
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EVOLVING GLOBALIZATION PROCESS

The pre-globalization process of European origin and with Asian manifestations until the 15th century
moved to America. The Catholic Church, then the reforms, played a relevant role in globalizing the
values of Greek, Roman, and Indo-European cultures. The first model of world economic integration
was made with the agreements between Portugal, Spain, Great Britain, Holland, and France 500 years
ago (Ferrer, 1998: 155).

In the 19th century, liberalism spread through international trade in the territorial markets of the great
colonizing powers with the support of new industrial, transportation, and communication technologies.
Globalization processes intensified at the end of the 19th century. The first stage or phase of globaliza-
tion lasted from the 19th century until the outbreak of the First World War in 1914. During the periods
1850-1914 and 1950-2007, globalization has been the norm for most people, and therefore even periods
of stagnant international economic and financial interaction are often seen as periods of deglobalization.

The manifestations of convergence processes between national states of the World Economy between
1870 and 1940, a product of the second industrial revolution, are considered as the first phase of glo-
balization (Comin, 2011: 410) motivated by economic development, movement of goods, services and
capital, labor, reduction of transport costs. This stage was interrupted by the First World War (ECLAC,
2002: 18; ECLAC, 2017).

The first wave occurred between 1870 and the Great Depression, with changes associated with the
Industrial Revolution. What is considered the first period of economic globalization took place between
1870 and 1914, characterized by an increasing economic growth based on the exchange of goods and
services, transfer of technology and factors of production, wages, and global prices converging among
the national economies involved (Lascurain, 2017; Lascurain, & Villafuerte, 2016).

From the Beautiful Epoch that includes 1880-1914 and the glorious 20s that correspond to the first
wave of globalization processes, interrupted with the bloody phase of the First World War, the Great
Depression, the emergence of fascism leads to the Second World War. The first wave of globalization
began at the end of the nineteenth century after pressure from prominent exporters of agricultural products
that demanded a tariff increase on exports and the closure of the borders of some countries to migration.

The period between 1914 and 1980 was characterized by State intervention in capitalist and protec-
tionist national economies with restrictions on international trade and capital exchanges (Bello, 2013).
Before the First World War, the processes of globalization began a backward phase that ended with the
Great Depression of 1930.

There is evidence that this great crisis was the product of pure individualism and sustained by
the ideologies of liberalism and capitalism. However, nationalism and socialism create and develop
governments with strong militarisms to expand their territories, leading to the First World War. Anti-
globalization was a manifest sentiment in the population and one of the factors that caused the First
World War, which, together with the economic problems caused by the Great Depression, motivated the
implementation of protectionist and nationalist policies (Bordo, 2017). In this period of deglobalization,
between 1929 and 1932, world trade contracted by one-third due to protectionist policies implemented
by nations (Madse, 2001). During this period of economic globalization, capitalism developed until it
fades later with World War II.

After the Second World War, between 1945 and 1973, after the Bretton Woods agreements of 1944,
a new global liberal economic order was established to regulate trade and access to capital (Palomares,
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2006: 217) through the creation of commercial and financial cooperation institutions, the International
Monetary Fund (IMF), the World Bank (WB) and the General Agreement for Trade and Tariffs (GATT).
This new global economic order delimits the solution of international problems and the multilateral
organization of the economy. With the Bretton Woods agreement, International Institutions emerge with
the purpose of advancing the governance of capital and global trade, while some nations deepen the model
of the Welfare State that seeks a balance between the development of capital and work. The Bretton Woods
International Monetary Agreement lays down the rules for international trade and financial relations.

The latest period of economic globalization evolves from the early 1970s to the present times involv-
ing the spreading of capitalism based on an increasing reliance on markets though the world, shifting the
national economies into a more open and export-oriented strategy based on cross-border production for
foreign markets. The emergence and rise of contemporary global capitalism in the 1970s supported by
neoliberal economic policies aimed at liberalizing and deregulating capital and financial markets have
led to the contemporary process of financial globalization and increasing uneven development. Starting
in 1991, the economic globalization promoted by the United States accelerated.

Economic globalization has increased the international movements of capital and investments, goods
and services, and labor, facilitated by innovations in information and communication technologies
(UNDP, 1999). Digital technologies are disruptive because using global digital platforms creates new
networks through which the emerging activities in global markets of a new platform and surveillance
capitalism are carried out as effects.

The rapid acceptance of this model of liberal globalization contributed to the capitalist economic re-
definition with the disintegration of the Soviet Union from countries that were under its influence, added
to the fall of the Berlin Wall and the economic growth of the countries of Southeast Asia (Fernindez,
2010: 47). The defeat of real socialism and the fall of the Berlin Wall announced the proclamation of
the end of history and the victory of the democratic system and the market economy. During the current
period of intensified globalization with the fall of the Soviet bloc and the Berlin Wall, the free market’s
invisible hand tracked down the most efficient locations around the globe to locate its productive activi-
ties, with minimal intervention from nation-states.

Since the Bretton Woods agreements, the economic policies that govern relations in the international
economic system are guided by the doctrine of free trade to eliminate protectionism and economic na-
tionalism. For four decades, free trade achieved an increase in the volume of world trade and economic
growth. The liberalism of Ruggie (1982) proposed the Bretton Woods type as the regime for global
economic governance where the economic policies of the nation-state are made compatible and gave
continuity to the regulatory system established by international institutions and agencies, such as the
World Trade Organization.

1995 is considered the start date of globalization with the establishment of the World Trade Orga-
nization (WTO), the multilateral body regulating global trade transactions and exchanges between 164
member countries because of international negotiations. This vocation of the WTO is confirmed when,
in 1996, in joint action with the World Bank and the International Monetary Fund, the other two Bretton
Woods institutions declared to cooperate in designing and implementing a global economic policy. The
institutional fragility of the WTO has not been able to advance the dispute settlement mechanism since
the Doha Round. The multilateral system crumbles into a new generation of trade agreements that tend
to undermine the global system’s authority.

The world economy is more integrated until 2008 (Jiménez, 2009: 57) based on technological de-
velopment that benefits the most advanced economies. During this period, emerging economies have
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positioned themselves in the global economy as relevant actors in determining international economic
policies, as is the case of the BRICS countries and the Pacific Alliance.

Globalization has speedup the exchanges, interactions, and movements of human beings, goods, ser-
vices, capital, knowledge, technologies, cultural practices, lifestyles, etc., all over the world and between
different regions and populations. In 2019, China was one of the country’s most open to international
trade and was the world’s largest exporter, which in 2018 represented 38.2% of GDP (World Bank).

The history of international free trade shows that globalization is transformed into its last phase dys-
functions with the contributions of the digital economy, the active participation of China, the erosion of
democracy and values as the most significant challenges to combat inequality. An international model
of unlimited production characterized global capitalism. Now, the current phase of global capitalism
is characterized by an international model of limited production. The neoliberal global capitalism and
technological change are the two factors shaping the current disorder by enabling the functioning and
expansion of capital accumulation leading to severe turbulences in the capital and labor markets and
introducing new patterns of social stratification (Galent, & Soborski, 2020)

The new phase of globalization shows characteristics that can be contextualized in an intensification
of trade agreements and treaties that promote the privatization and liberalization of local economies,
mainly in services. However, the pattern of relationship between political pro-capitalist violence and
neoliberal restructuring for capital accumulation has increased in developing countries like Mexico and
Colombia. According to Hristov (2020), neoliberal capitalism policies have enhanced the ability of capital
to secure access to exploitable resources and labor employed by different modalities of structural state
and non-state promotion of pro-capitalist violence.

THEORETICAL APPROACH

The global level of economic power is supported by capital. The economic globalization promoted by
liberal policies pretended to create a borderless world only for capital without spatial and social respon-
sibility attachments. In contrast, labor is subject to national boundaries and specific geographic spaces
where people live in contexts of historical and cultural features with protection systems and collective
solidarity.

The classical theory of economic integration and globalization supported by the principles of work
division and specialization of national comparative advantage of each country motivated the international
trade transactions giving access to the less developed countries to cheaper capital goods and technology.
The theoretical foundations of globalization are found in David Ricardo’s contributions to the compara-
tive advantage of the nations. Ricardian ideas based on the location of productive activities in the places
where it is produced more efficiently, a condition given by the factors of production such as costs and
availability of raw materials and human capital.

The economic integration processes have been implemented by an economic model that seeks the
financialization of capital through free trade, capital agreements, and specified international economic
relations between countries. This form of economic globalization has been transcendent in the integra-
tion and cooperation of economic relations even though it is highly controversial.

The economic dimension of globalization contains trade, finance, cooperation, migration, and ideas
(Goldin & Reinert, 2007: 38). On the other hand, Silva (2009) groups the components of globalization
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in international trade flows, foreign investment, financial capitals, movements of people, and knowledge
and technology.

International trade liberalization and the global flow of foreign direct investment and capital mobility
are current economic globalization elements that pose enormous challenges to the roles of international
institutions and organizations and local governments and economies.

At the center of economic globalization processes are the FDI and capital flows, which may positively
affect developing host countries that have advantages on location for the multinationals, despite the high
risk of short-term mobility of capital. Large multinational corporations adopted the term to refer to the
global markets for the consumption of goods and services and the exchange networks of financial services,
capital movements, and speculative investments. Foreign direct investment (FDI) is the capital flow from
a foreign company that acquires control over a local new or pre-existing business. This concept differs
from portfolio investments because investors have no interest in having control over business operations.

The economic globalization process is determined by flows of trade liberalization, capital movements,
and Foreign Direct Investment (FDI) through transnational and multinational enterprises (MNEs). Eco-
nomic globalization has manifested through global capital flows. Commercial and financial free flows
are promoted by large multinational and transnational companies, many of them with US capital. The
FDI and portfolio investments have significantly increased in the last decades by integrating international
finances based on liberalization of capital accounts and the ICT global advances.

The transfer of technology benefits the FDI and inputs of capital that promotes competition in local
markets (Klein, 2015) besides contributing to the development of human capital and increasing the tax
income (Sanna-Randaccio & Veugelers, 2003; Barrios et al., 2003; Feldstein, 2000; Gilpin, 2001). Eco-
nomic and financial global integration has been promoted by direct channels associated with increasing
savings, reducing risks and transaction costs of capital, and developing local financial sectors (Feldstein,
2000). Indirect channels are related to economic policies and foreign investment flows to local markets
(Prasad et al.., 2003).

Economic globalization is measured in the KOF index by exchanges of goods, services, and capital
movements, restrictions on trade and capital with indicators, among others, the volume of exports and
imports, foreign direct investment, and restrictions on investment in each country. According to the
Golden Arches’ theory, established in 1996 and later renamed as Dell’s theory of conflict prevention,
it affirms that prosperity makes people peaceful. So, it confirms that capitalist peace occurs among
nations when there is at least one McDonald’s in each country because nations integrated by logistics
chains do not face wars.

The main features of economic globalization are the increase in commercial capital flows, recurring
financial crises, the action of multinational companies, global competition, and the relocation of produc-
tion (Requeijo, 2012: 346), as well as international movements of people, knowledge, and technology
(Silva, 2009: 16). These situations have prompted more regulations in international financial markets
in a world economy regulated by an institutional design framed by globalized Keynesian economics.

RESEARCH METHODOLOGY

This analysis employs exploratory and analytical instruments based on the literature review and the
transference of findings to a specific implementation of cases. Postcolonial theory of capitalism is con-
nected to the uneven development occurring on the periphery lacking paradigms of developed political
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analysis, constrained by the pre-neoliberal analysis and neoliberal global capitalism, which limit the
discourse and practices (Neilson, 2020)

The objective of the exploratory analysis of information and qualitative data aimed to identify the
different perspectives and theoretical models framed by the classical liberal and neoliberal economic
theory, to delimit the critical analysis perspective of the neoliberal capitalism system considered the
most appropriate to represent. This analysis is based on the study of the economic and financial crisis
as the development of the logic of capitalism system based on the neoliberal ideology promoting the
free market. In the critical analysis conducted, there is a particular emphasis to determine the evolving
process of globalization as the history of international free trade, as well as the critical analysis of the
periods of intense globalization processes leading to dysfunctionalities of the economic, financial, and
sanitary crisis, and followed by periods of delocalization or deglobalization to transform the free market
into a protected market.

THE ECONOMIC AND FINANCIAL CRISIS

Financial services are the most globalized sector of capital. Financial globalization promotes the deregu-
lation of markets to increase speculation with financial derivatives, creating invisible accounting and tax
havens. Financial globalization tends to concentrate the wealth of the owners of capital. The financial
and economic stability and safety of developing countries are weak due to the enormous amount of float-
ing international capital resulting from the rapid innovation, privatization, and expansion of financial
instruments worldwide.

Countries maintained macroeconomic and financial stability by acquiring investments and technology,
accumulation of capital (Irwin, 2005; Bhagwati, 2004). This massive amount of floating international
capital leads to developing bubbles to cause economic and financial crises, weakening monetary sover-
eignty, and dysfunctional macroeconomic and monetary policies.

The free flow of speculative financial capital has created constant financial crises due to the instability
and currency devaluation of the countries affected, as in Mexico in 1994, Southeast Asia in 1997, and
Russia and Argentina in 2000. Crises from recent globalization emerged in Mexico, Russia, the Asian
Southeast, and Argentina due to dysfunctional local financial market institutions to manage the capital
flows in the international system. The experience shows the need to be cautious in opening the capital
and maintaining discipline on regulations and supervision to confront the financial crises. The former
financial turmoil of the 1990s in Mexico and East Asia, and the financial and economic crises of large
capital management corporations, were caused due to the limitations that the international organizations
have currently in managing the world economy.

After the 1980s and until the financial crisis of 2008-2009, economic integration reached a global
scale while developing economies moved towards economic liberalization, free market, and democracy
and dismantled trading barriers. While all these events were taking place, technology developments fu-
eled the changes and improvements in information and communication technologies facilitating global
supply chains and economic integration. Globalization processes were considered in the 80s and 90s of
the last century as an opportunity to solve the problems of economic growth and social development,
giving rise to countries and international organizations to discuss these issues. The release of tariff barri-
ers and the reduction of customs duties, central to the concept of globalization based on the free market,
reached its turning point in the crisis of 2008-2009.
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The economic and financial crisis of 2007-2009 weakened the foundations of world capitalism. It
exposed the inefficiency and inability of national and international financial systems, national states,
and international financial institutions to manage financial risks. The financial crisis of 2008-2009 has
pushed back capital investment flows. Since the economic and financial crisis of 2008-2009, world
trade began to slow down the rate of its growth in terms of world GDP as the resurgence of nationalist
market protectionism begins. An excellent example of this situation is the foreignization of banking
and industry continues its ascendant trajectory in Mexico, responding to the profitability of the parent
companies that results from a merger between the political elites and the financial oligarchy in a scheme
of ambiguous neo-protectionism.

The profound economic-financial crisis of global capitalism of 2008-2009 surprised everyone, but
the lack of a critical mass kept the existing system in check. Disenchantment over the lack of fulfillment
of the promises of the economic globalization processes has affected the legitimacy of neoliberalism.
It has generated high levels of discontent against political and economic elites for their inability to im-
prove living standards and reduce economic inequality. The theory of globalization fails to fulfill the
promises and promised benefits that have only benefited a few, the plutocracy that corresponds to 20%
of the population and the holders of capital bonds.

The new events of the economic and financial crisis of 2008-2009, the advancement of information
technologies and telecommunications, the digitization and robotization of the economy, the pressures
of migratory movements of the population are just some of the events that have motivated a social dis-
content that generates a reaction panic and that promote populisms for a change in the world economic
order. After this crisis, the advances of international trade flows are modified with an intensification of
protectionist economic policies and the gradual abandonment of free trade policies.

The expansion of the coronavirus is facilitated by the intensity of social exchanges in a system of
globalized capitalism of production, distribution, and consumption. The health crisis emerges in a global
neoliberal capitalist economic system that was already destabilized and generated an impulse towards a
post-capitalist system to continue the sacrifice of the southern countries. The health crisis emerges during
a neoliberal capitalist economic system weakened and destabilized by a profound crisis of legitimacy
and loss of control of the economic and political elites.

The adverse effects of the health crisis caused by the pandemic on trade, investment, capital, and
people flows can deepen economic crises in countries that already have or drag countries on the brink
into recessions. The economic and financial interdependence between the countries occurs more in the
circuits of capital. Still, the current crisis shows that due to the excessive specialization in the production
of goods and services, their costs have increased.

The current crisis of the economic model based on neoliberal capitalist globalization that has dete-
riorated economically and caused political conflicts between the great nations can give room for maneu-
ver. So, countries not directly involved can accelerate their economic growth with a more endogenous
orientation as a succession in previous crises of solidarity with the South. The immediate precedent
of the current crisis of capitalism is the Second World War, which had significant effects on people’s
movements, commercial and financial exchanges. Solvency problems of individuals in their debts with
the banking systems threaten to end, as has been the case on previous occasions, in public debt, which
generates banking crises with more significant difficulties in accessing the capital markets and that
require several years to achieve the recovery.

The health crisis of the pandemic, the financial crisis of 2008-2009, and cyberattacks are examples
of the spread of risks that show the hidden face of the globalization processes of the global economic
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system that, although it has offered excellent benefits, has also implied significant risks. The dimensions
of these risks are capitalized with substantial impacts for countries, organizations, and individuals, for
which they require substantial changes such as the creation of new alternative sources of local supply of
supplies regardless of the costs that replace the interruptions of global chains of supplies.

The first crisis of 2008-2009 and the second crisis of the financial capitalist globalization of the 21st
century occurred with a difference of 12 years and have given greater emphasis to the social subjects and
global protest movements that proclaim and fight for a transformation of the world. The health crisis has
immediate and overwhelming economic and social effects leading to a general crisis of world democratic
capitalism and creating opportunities for the emergence of a new world economic system based on new
forms of capitalism that can be more aggressive and involve greater risks the survival of humanity.

Neoliberal-led global capitalism is currently going through a crisis due to the decreasing world trade
and capital flows leading to growing protectionist tendencies and confronting nation-states in currency
and trade wars and sanctions regimes. According to Komolog (2020), the expansive capitalist develop-
ment subordinating the periphery to exploiting natural resources and cheap cost labor during the latest
decades has intensified the contradictions of economic development with growing inequality, unemploy-
ment, financialization, etc.

TRANSITION OF THE GLOBAL NEOLIBERAL CAPITALISM

There is talk that global capitalism needs a profound neo-mercantile transformation. A transformation
of neoliberal capitalist economic globalization processes depends on the reconfiguration of progressive
groups that take advantage of the situation that results from the objective crisis of the system and the
movement of subjective forces.

Globalization is an accelerated integration of markets and production from capital that seeks to in-
crease the rate of profit. The processes of economic globalization have multidimensional impacts that
involve the different economic actors and agents in a growing integration through the free exchange of
factors, goods and services, capital, people, and technology (Barber4 de la Torre, 2012) have expanded
interdependence between nation-states. Nation-states are dependent on production and trade from global
capitalism, so that local dysfunctions may lead to the systemic breakdown of the global economy and
finance (Neilson, 2020). For more than 30 years, the continuous deepening of the processes of economic
globalization based on the free flow of goods, capital, people, and technology brought, among other
benefits, the economic growth of national economies and a reduction in the prices of consumer goods.

It is argued that globalization processes are beneficial for the economic growth and social develop-
ment of nations and for all people who accept the status of global citizenship under the impersonal forces
of the free market. At the same time, transnational corporations obtain the maximum benefits from an
efficient combination of capital, land, labor, and technology resources.

The bourgeoning advance of global capitalism required governments to move towards structural
adjustment policies and austerity measures that damaged the social policy to promote globalization
further. The structural adjustment programs imposed by the International Monetary Fund in more than
70 developing countries during the eighties and nineties have been a failure because they have institu-
tionalized the stagnation of economic growth with an increase in the levels of inequality and poverty.
Numerous investigations have been carried out showing that the structural adjustment policies promoted
by the Washington Consensus have been the main factor in the concentration of global income.
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The economic globalization of neoliberal capitalism in the Washington Consensus proposal is in-
consistent because it does not allow the free flow of labor. The Washington consensus is an ideological
doctrine product of an intellectual consensus that underlies the promotion of economic globalization
processes (Bergsten, 2000) with a strong component in the free flow of speculative capital.

The G20 leadership represents the most industrialized and developing economies accounting for
around 80% of economic output and global trade, and is considered the political backbone of the global
financial architecture that secures open markets, orderly capital flows, and a safety net for countries in
difficulty. The G20 struggles to coordinate monetary and fiscal policies.

The processes of globalization delocalized production by enduring cheap labor, reduced sovereignty,
and the ability of national governments to act, increased economic and social inequality, promoted
capital migration and tax evasion. Less developed countries have not always received the infusions of
foreign capital and technology. Moreover, governments’ national sovereignty and their influence have
been eroded by functions of international institutions and organizations, giving space to an increase of
non-governmental organizations (Pyle 2001, 1999). These manifestations that defend and appeal to the
principle of national sovereignty accentuate the processes of neoliberal globalization through the allega-
tion that national interests are above global interests.

The processes of globalization have generated economic inequality in individuals and societies. Piketty
and Goldhammer (2014) confirm the failure of capitalism with growing income and wealth inequality
despite capitalism lifting billions out of extreme poverty.

However, outside of the technology companies that monopolize global markets, transnational com-
panies compete with similar companies, and of the same category in other countries, as in companies
that provide financial services with freedom of cross-border capital movements.

During the last period of neoliberal economic globalization, several countries have suffered a brutal
assault on their economic and financial structures, losing their sovereignty. A similarity can be estab-
lished between the First World War and the current health crisis as events that triggered changes and
transformations in development models based on the intense globalization of economic processes. New
alternatives emerge from the First World War. The responses to the current crisis of economic global-
ization processes must be alternatives that take advantage of the opportunities that arise from the exact
relationship between synergy and the dialectic of the crisis.

The crisis of global neoliberal capitalism coupled with the failure of liberal democracy as systems to
achieve people’s equality has reinforced the space to create extreme-right movements favoring economic
deglobalization processes that come to power because they are better positioned to take advantage of
the discontent. Their programs in their paradigm come from the left, such as protectionism and State
intervention in the economy, and the expansion of the Welfare State, which considers class social inclu-
sion. Still, it is racial, cultural, and religiously exclusive.

The big problem is that the right has won the space to the left and has kidnapped and perverted for
opportunistic gain for its authoritarian agenda. It is clearly demonstrated that a systemic crisis deepened
by the health crisis has unleashed a subjective storm of resentment that is being exploited by the extreme
right and left organized in populist movements. Social organizations and resistance to globalization
processes are also in a crisis of indefiniteness because some expressions on the left have accepted the
neoliberal ideology. Global neoliberalism supported by the most conservative national forces is protected
with internal security and surveillance systems that feed repressive systems and endemic corruption that
weaken the cross-border movements of counter-hegemonic globalization accused as an expression of
international terrorism.
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In a way, the far right is opportunistic and has hijacked popular discontent against the economic and
political elites that promoted globalization. At the same time, the Social Democracy and Democrats and
the left lack the legitimacy to take the responsibility of taking leadership outside of making a new com-
mitment to neoliberalism. The strategies proposed by the left focus more on deglobalization, degrowth,
food sovereignty, etc., without having a massive livelihood and involving them with the neoliberal system
with a human face. Despite everything, the trend of deglobalization processes grows with a substitution
of protectionist economies, giving rise to reversing policies focused on free trade.

The current phase of deglobalization is developing a new form of capital-centered global integration.
This integration may be more brutal than in previous stages of economic globalization. Deglobalization
proceeds along the route of regionalization based on regulations of mixed economies to strengthen national
states with authority over private capital. Oriented deglobalization processes to economic regionalization
are an alternative policy to opt for other scenarios defined by the postulates of the orthodox economy,
that is, to the globalization model driven by the neoliberal capitalist economic model.

Another alternative scenario is what Jalife calls the “humanist neo-renaissance or socialism of the
XXI century” that focuses exchanges on man and not on the market and where the transactional capital-
ist interests of the plutocracy become social interests with rights of equal conditions with the working
class. Altermundism is not a real option for globalization because they lack a viable model to implement
their projects to deglobalize the planet that they intend to be holistic, biospheric, and economical, but
not financial.

For the deglobalization alternatives to deepen their changes, they must acquire the character of anti-
capitalism. However, anti-globalization movements and religious fundamentalism in their most radical
expression of terrorism show that capitalism is not assured of its hegemony. The growing problems of
global insecurity and terrorism, of all kinds, negatively affect the control of the flows of goods, capital,
and investments, etc. Investors and owners of capital privilege security and profitability that, in the
presence of a scenario of deglobalization processes, currency evasion is made possible to refuge in the
countries that offer greater security and profitability.

DEGLOBALIZATION PROCESSES OF CAPITALISM

Deglobalization processes show only one facet of the multiple crises of neoliberal capitalism that accuses
the subordination of national economies and their limitations imposed by the globalizing interests of
international organizations, multinationals, financial corporations, and global banks. What is relevant
about these crises that affect the development of global capitalism is that if the lessons are learned to
identify, manage, regulate, and control the inherent risks. Deglobalization is an inevitable process defined
in a return of solid regulations to financial and capital movements that ensure that competition occurs
between comparable social systems.

Deglobalization processes understand the different phases, deconstruction understood as resistance
and confrontation to globalization expansion and the construction of alternatives to the capture of the
world by capital (Bello, 2005). Deglobalization processes slide the world economy towards a decline
in international flows of goods, services, capital, people, and technology. This setback represents chal-
lenges in return to the economic and financial control of the nation-states with protectionist policies and
greater border control that are accompanied by new conflicts and social tensions, etc.

11

printed on 2/8/2023 10:55 PMvia . Al use subject to https://ww.ebsco.conlterns-of-use



EBSCChost -

Critical Analysis of the Evolving Process of Neoliberal Global Capitalism

Several events have affected the deglobalization movement that drives the reversal of the world or-
der and opposes advancing the values of globalizing capitalism, democracy, and the free market. In the
wake of capital market crises that have occurred, the deglobalization processes are challenging rules
and legitimacy and questioning the coordination of the capital market. Deglobalization aims to stop the
trend of a system that tries to remove all political, social, and cultural obstacles that limit the expansive
reproduction of capital. Even in some periods of increasing globalization processes, some developed
countries against the crisis showed a tendency to “deglobalization,” that is, isolationism.

The increasing flows of international capital and trade and the people movements have turned down
into a deglobalization process with decreasing capital flows, trade, and people movements. Integration of
trade, money, business, and governments of nation-states in the globalization processes has been followed
by a hostile backlash driven by populist agendas and movements. The “Make America Great Again,”
the Brexit, the Continental European Populist, and the Brazilian Bolsonaro movements are examples of
the critical deglobalization processes and the anti-globalization sentiment.

Recently, there have been some moves toward trade protection and its interrelationships with regula-
tions of capital and investment flows, limitations of people’s movements. The US-China trade war has
raised the risk of protectionism and distorted global capital and trade flows, pushing the global economy
towards the deglobalization processes.

Companies tend to repatriate their capital and bring in processes of reshoring their displaced jobs
to plants in other distant economies. The relocation of companies to the places of production and local
consumption is supported by protectionist regulations, recovery of customs fees on imported goods and
services, control of capital transfers, levies on financial transactions. Relocation is an effect of global-
ization that benefits prominent business people but has a perverse impact on the population. Citizens
had been protesting these perverse effects of this relocation through free trade, movement of capital, the
trade war and the health crisis are achieving it, the relocation of companies.

Following the US, other countries leverage trade and capital protectionism by tightening their export
controls, expanding trade tariffs to relevant sectors, tightening technology transfers controls, and other
measures in a race to the bottom. For example, China has adopted policies to face the provocations of
the tech-trade war launched by the United States, to encourage the funding for Chinese tech firms and
loosening financing regulations in a potential financial decoupling raising concerns over the tendency
of globalization.

Countries reinforce their borders with protectionist measures of national economies that restrict
capital flows less than goods, services, people, ideas, etc. Therefore, deglobalization processes occur in
all sectors and constitute threats. One of the sectors that most deeply suffer its effects is higher educa-
tion and research, which has severe consequences in training professionals with mentalities trapped by
national borders without having international experiences.

The relocation of companies to the places of production and local consumption is supported by
protectionist regulations, recovery of customs fees on imported goods and services, control of capital
transfers, and levies on financial transactions.

Deglobalization processes affect a significant reduction in real GDP even in the most advanced coun-
tries. Still, those most affected by a breakdown in international trade are undoubtedly the economies of
developing countries that lack natural resources and intellectual capital. However, for a small country,
but well-governed and with close economic alliances with other countries, it creates advantages with
globalization.
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DISCUSSION

Neoliberalism and social democracy have exhausted their globalizing project. Progressivism offers several
synergetic alternatives to deglobalization processes such as degrowth, ecosocialism, food sovereignty,
neo-Marxist models and emancipatory feminisms, etc.

Modern capitalism has gone through a series of economic and financial crises, the most recent be-
ing the current deglobalization processes resulting from the economic and financial crisis of 2008 and
2009 that have deepened with the pandemic’s health crisis. The primary beneficiaries of the processes
of economic globalization have been the owners of capital and the plutocracy. In contrast, the most af-
fected have been workers who remain in poverty, marginalization, and social inequality, in addition to
the destruction of socio-ecosystems, biodiversity, and the environment. Social relations under capitalism
are highly questionable.

Deglobalization, the slowing down of globalization or “slowbalization,” has already been a precedent
for several years in the traditional anti-globalization movements that denounce the advances of global-
ization processes as the promoters of savage capitalism. These anti-globalization movements are added
the populist and nationalist claims that promote protectionist measures against the trend of free trade
(Madsen, 2001). It is questioned whether these processes of slowing down globalization are temporary
and reversible or represent the end of a cycle in the hostility of the world economy. The economic slow-
down negatively affects trade and financial flows, investment, and capital movements, with the closure
of the frontiers of the countries

Economic and financial globalization processes require rebalancing more the gains and benefits of
cross-border investments by building capital infrastructure, labor, and environmental issues to prevent
economic, social, and ecological crises. Therefore, deglobalization questions the process of world eco-
nomic integration dominated by the logic of instrumental rationality of capital that erodes human values,
human beings’ decision-making capacity, and the needs of communities. The project of deglobalization
processes is appropriated by the extreme right that previously promoted globalization with proposals
of neoliberal capitalism. It now takes advantage of the opportunity of permanent unemployment and
economic inequalities to claim the protection of workers’ livelihoods and recovery of the industry.

The global economy needs a reorientation towards a new model based on digital technological ad-
vances capable of reorienting capitalism towards new forms and organizational structures that maintain
the balance between all the factors of production. This new stage of post-capitalist globalization redirects
productive activities to focus on local markets rather than exports. Local and national production systems
must be oriented towards local or national consumption to meet their own needs. Exports cannot be
sustained by extracting natural resources and raw materials, at the scales and scopes of global capital-
ist production, at the interventionist and colonialist investments because local socio-ecosystems, local
production systems deteriorate, and in general, distort local economies.

A critical analysis of the paradigms of deglobalization as an alternative to the global capitalist regime
proposes domestic solutions such as small-scale agriculture as an alternative to the socio-ecological and
food crisis caused by capitalist corporate industrial agriculture and a key to avoid global warming. The
reconfiguration phase of economic globalization processes is in line with food sovereignty as a right of
peoples to have nutritious and culturally adequate food, so it cannot be subject to global standardization.
For their progress, they need to be complemented with other alternatives with a broader scope, broader
and deeper sovereign integration processes based on complementarity that break the logic of capital
and the market.
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For their advancement, they need to be complemented with other alternatives of broader scope,
broader and deeper sovereign integration processes based on complementarity that break the logic of
capital and the market. The alliances between the nation-states make it possible to advance in construct-
ing an alternative model of globalization. The partnerships between nation-states allow progress in the
construction of an alternative model of globalization.

The current deglobalization processes show an explicit subordination of emerging and less developed
countries to powerful international financial interests, international organizations, and multinational
companies. The construction of alternative integration processes requires national initiatives under a
scheme different from the capitalist financial and transnational capital, not only at the economic and
commercial level, which is supported by self-organization and self-management to satisfy social needs.
These alternative processes of deglobalization have multiple economic, social, environmental, political,
sociocultural, gender dimensions, etc. For the deglobalization alternatives to deepen their changes, they
must acquire the character of anti-capitalism.

It is difficult for economic globalization to be reversed entirely after necessary adjustments that have
slowed down progress to overcome the health crisis and the crisis of neoliberal financial capitalism. The
construction of alternative integration processes requires national initiatives under a scheme different
from the capitalist financial and transnational capital, not only at the economic and commercial level,
which is supported by self-organization and self-management to satisfy social needs. These alternative
processes of deglobalization have multiple economic, social, environmental, political, sociocultural,
gender dimensions, etc.

The new phase of the processes of economic globalization must affirm the exchanges of goods,
services, capital, people, and ideas in a free movement and transit that allows the development of the
economies of communities, localities, and nations under the principles of subsidiarity, cooperation,
respect for biodiversity and in entire exercise of democratic participation decisions. Deglobalization
must recover an organized alternative path of the economy of secular stagnation characterized by low
economic growth and high rates of prevailing unemployment that emerges from the crisis of capitalism.
The health crisis of the pandemic aggravates that.
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KEY TERMS AND DEFINITIONS

Capitalism: It is an economic and social system based on private ownership of the means of pro-
duction, the importance of capital as a generator of wealth, and the allocation of resources through the
market mechanism.

Deglobalization: Inverse phenomenon to that of globalization, one in which the economy (but also
society, politics, or culture), after a stage of global interaction and interdependence, once again becomes
more local or regional.

Economic Crisis: It is a period in an economic cycle in which an economy faces difficulties for a
long time.

Economic Globalization: It consists of integrating the different countries of the world from the
greater commercial exchange and investments.

Financial Crisis: It is a sudden disturbance that produces a considerable loss of value in institutions
or assets

Neoliberalism: This is a political-economic theory that takes up the doctrine of classical liberalism
and reconsiders it within the capitalist scheme. The priority is the price system, free entrepreneurship,
free enterprise, and a solid and impartial State.
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ABSTRACT

At the end of 2019, the pandemic caused by COVID-19 and its different mutations is forcing the world to
face a significant economic crisis that will change the business world. To cope with this socio-economic
problem, a digitation process has been accelerated in the labor market, and a more vital public-private
collaboration has been put into action to solve this situation. Despite these efforts, the world is facing a
broader North-South gap, and a new business world has been created for the new generations to come.
This chapter aims to analyze how the first lockdown caused by COVID-19 has influenced this changing
process. The authors conclude that this lockdown has accelerated both the digitation process and the
work-life balance. Also, more efforts are needed to fight the psychiatric problems associated with the
lockdown.
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INTRODUCTION

At the end of 2019, the virus that will trigger the different mutations of COVID19, the global pandemic
for years, began to spread from China to Europe, North America and Latin America, the rest of the
Asian countries, Australia, Oceania, Middle East, and Africa. As a result, the sanitarian situation be-
comes global. Strict measures were adopted in most countries between February and July 2020, but the
pandemic continues growing.

Among them was the unprecedented lockdown, in the form of quarantines, social and business restric-
tions, coercive governmental policies that affected personal life and professional life, and the economy of
all countries to stop the virus. One aspect that has suddenly changed is human mobility, as it influences
and modifies patterns of the virus (Chapin & Roy, 2021). Linked to human mobility, both tourism and
the leisure industry have been affected by confinement and, where appropriate, less human mobility. As a
result, new business models and market niches are emerging due to a substitution effect between foreign
and domestic tourism in many countries, which has helped alleviate the decline in the tourism industry.

Although the tourism industry is one of the most affected, the impact of the virus continues to be strong
in the rest of the economic sectors, both private and public. The arrival of Industry 4.0 is transforming
companies, especially after the adoption of robotics, and hard skills and soft skills to impact sustainable
development achieved after optimizing production and distribution networks and strengthening value
chains (Waliriska, & Dobroszek, 2021). The combination of remote working and the technological
advances born from Industry 4.0 can contribute to surmounting this pandemic only if knowledge and
techniques are internalized by human capital, and the public-private investment process contributes to
increasing the use of socioeconomic wealth robots. In fact, service robots can work collaboratively with
service employees (Van Doorn et al., 2017) to interact and co-create value with customers (Caié, Mahr,
& Oderkerken-Schroder, 2019). More importantly, the lower (or inexistent) interpersonal interaction can
lower perceived viral transmission (Wan, Chan, & Luo, 2021).

Education has been altered due to COVID19. The global outbreak of COVID19 since January 2020
has forced the closure of schools and universities in over 180 countries to control the pandemic, affect-
ing approximately 90% of students worldwide (Hsiao, 2021). As a result, the digitalization process has
been accelerated in many higher education institutions (HEIs), especially in the developed countries.

There have been various types of impacts regarding entrepreneurial activity, mainly social, economic,
and political. Ongoing nascent activities have been postponed or rejected for being adapted to the situ-
ation. Other companies have resisted with or without aid to others that have closed. Additionally, many
entrepreneurs have identified opportunities associated or not with the pandemic and have set out to
develop them.

In short, entrepreneurs have faced an unprecedented situation of different magnitude and character-
istics depending on what happened in each country. To begin measuring and analyzing the impact of
this new situation in the national entrepreneurial frameworks, the GEM observatory has carried out an
initial experts’ survey, the results of which are offered in this chapter. This chapter aims to present and
analyze the results of this consultation, which allow the first approximation to the rapid changes that
entrepreneurs face to adapt to the new scenario and help prevent the deterioration of the economy of
their countries or its reconstruction in the cases most affected.
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BACKGROUND

One of the keys that have fostered the searching for solutions in these pandemic times caused by CO-
VID19 is how organizations have accelerated their digitalization processes. In this sense, Ahmad et al.
(2021) show that senior management and technology infrastructure readiness positively impact digital
transformation and organizational performance. Due to transformational digitalization, It has been pos-
sible to increase labor productivity in organizations, especially those in which the connection between
the organization’s stakeholders is made through high-speed networks endowed with the most advanced
technology available. Therefore, a correct public-private collaboration must occur to succeed in this
transformative process, which benefits society.

The arrival and spread of COVID19 have accelerated a digitization process already underway in the
most developed countries on the planet. Confinement has favored remote work, which has had a positive
impact on labor productivity and work-life balance. The fact is that the job changes produced by the virus
will gradually become structural as time passes and professionals adapt to this new employment situa-
tion. As a result, technical skills have become more prominent, including STEM (Science, Technology,
Engineering, and Mathematics). The acceleration of these STEM studies started in the European Union
in 2000 to promote this kind of study throughout the continent, made Europe the first region globally
in technological advances.

A substantial socioeconomic effect caused by the spread of COVIDI19 is transportation reduction
or even collapse, with a lag not consistent over space or time. This fact is causing severe problems in
transport companies, including air, land (rail and passenger transport by road), and maritime, which has
led to numerous corporate bankruptcies all over the planet. This sudden decrease in mobility has caused
locations near each other to share similar patterns due to COVID19 (Chapin & Roy, 2021).

Besides digitalization and transportation decrease, food and nutrition security have been altered
significantly in the developing countries. In most low- and middle-income countries, micro, small, and
medium-sized enterprises (MSMESs) play an essential role in food supply chains and thus in ensuring food
and nutrition security. In this respect, Nordhagen et al. (2021) show that the youngest firms and those
with the fewest employees (controlling for turnover) were less likely to be severely impacted. Also, over
80% of firms had taken actions to mitigate the pandemic’s impact on their operations and/or staff, and
about 44% were considering exploring new business areas, with some seeing opportunities for growth.

Another critical impact arises from the job market. In this sense, Guberina and Wnag (2021) posit
that leadership and psychological well-being are most conducive to minimizing job insecurity, an integral
part of enterprise sustainability. Also, entrepreneurial leadership leads to decreased job insecurity and
improved psychological well-being. For these authors, fear of COVID19 leads to adverse psychological
well-being and moderates the relationship between entrepreneurial leadership and job insecurity.

Regarding stock markets, Yong, Ziaei, and Szulczyk (2021) show that, despite slightly reduced,
stock market returns are pretty persistent in the stock market, especially in European and Asian firms.
Despite this, Pisedtasalasai (2021) suggests that gold generally provides a hedge for the stock market
and industry indexes and works as a haven for stocks in some crises. However, bonds tend to offer a
more negligible hedging effect.

Complementary to economic-related issues, itis crucial to fight COVID19 to dispose of highly socially
admitted KAPs (knowledge, attitude, and practices) (Bhushan, & Rai, 2021), not only in the population
but also in the organizations (public and private). In fighting COVID19, a good communication process
is needed among all the agents affected, both from the economy and politics. If there is no such com-
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munication, or the economic resources are scarce, this impacts the population’s mortality. Data that, in
many countries, are fake for political or ideological reasons.

These KAPs are also observed in social networks through social media influencers and public partici-
pation. In this respect, Al Khasawneh, M. et al. (2021) argue that social media influencers can contribute
to fighting COVID19 by giving governments and companies a chance to understand better the importance
of social media influencers in contributing to the success of social media-based marketing campaigns,
especially in millennials and centennials. When this importance is internalized by organizations (public
and private), encouraging people’s engagement in fulfilling health-based strategies will be enabled, and
the COVID19’s impact will be diminished (and ideally eliminated).

Regarding the psychological issues related to COVID19, Brown, Young, & Sacco (2021) affirms
that humans have a suite of adaptations to satisfy belonging needs while avoiding diseased conspecifics.
Competition between motivational systems may explain adherence and resistance to social distancing
guidelines and how technologically mediated interactions further shape these decisions. Regions en-
dowed with high-speed Internet thanks to the implementation of 5G and fiber optics encourage working
remotely from home, with the consequent advantages in terms of comfort, more leisure time, transport
cost savings, and the more efficient use of time. However, as negative aspects of confinement at home,
the impact on the growing number of suicides in many countries, especially developed ones (Gratz,
Mann, & Tull, 2021; Dubé et al., 2021)), anxiety (Santabarbara et al., 2021), and the adverse effects on
adults with autism (Oomen, Nijhof, & Wiersema, 2021).

Given these considerations, we aim to analyze the impact of the first lockdown from March to May
2020, with different intensities and effects on the countries studied. We will describe it in the next section.

METHODOLOGY
Analyzing the Impact of the First Lockdown from GEM

As the pandemic coincided with the start of data collection for the GEM 2020 cycle, its technical and
scientific team reacted quickly and developed batteries of questions related to the situation in its infor-
mation tools. Specifically, in the expert survey that GEM conducts annually, it inserted two blocks of
questions. First, to capture the opinion of the experts about how the entrepreneurs’ sector reacted to the
confinement situation, and second, to press their opinion about the measures taken by national govern-
ments to help the industry.

The GEM observatory conducts the National Expert Survey (NES) annually in all participating
countries to measure (subjectively) the average state of the main conditions determining the framework
where entrepreneurs operate. These conditions are 1) financing for entrepreneurs, 2) government policies,
3) government programs for entrepreneurs, 4) entrepreneurial education and training, 5) R&D transfer,
6) commercial infrastructure, 7) internal market openness and dynamic, 8) physical infrastructure and
services, and 9) social and cultural norms. A minimum of 36 GEM-selected experts (4 by condition)
evaluate blocks of items on these nine conditions using 0-10 points Liker scales in each participating
country. Later, these blocks are summarized in 12 principal components and their average results in
the NECI composite index, representing the average state of the national entrepreneurial framework or
context for entrepreneurial activity.
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The NES survey is a flexible tool. Thus, at any moment, it can be extended by new blocks of items
or constructs to measure new latent variables. In the year 2020, due to the pandemic, GEM included two
constructs to measure and represent these variables related to the COVID19 lockdown:

Covid 1: Entrepreneurs’ response to the COVID19 consequences
Covid 2: Government response to the COVID19 consequences

Table 1. Latent variables

Covid 1: Entrepreneurs’ response to the COVID 19 consequences

A substantial number of new and growing firms are adopting new ways of doing business as a result of the COVID 19 pandemic

A substantial number of new and growing firms are promoting working from home as a result of the COVID 19 pandemic

A substantial number of new and growing firms are making adjustments to their current products and services to adapt to the COVID 19
pandemic

A substantial number of new and growing firms are identifying plenty of new opportunities because of the COVID 19 pandemic

Cooperation between and within new and growing firms and/or established firms has increased as a result of the COVID 19 pandemic

A substantial number of new and growing firms are collaborating on global social activities, challenges and proposals, as a result of the
COVID 19 pandemic

Source: The Authors.

The items for the two constructs behind these latent variables are shown in Table 1.

In 2020, due to the exceptional situation faced by most countries, 42 countries had completed their
experts’ surveys. The information collected has no precedent and constitutes a valuable contribution to
analyzing how entrepreneurs and governments reacted to the new scenario in different world regions.

RESULTS AND DISCUSSION

In 2020, 42 countries carried out the NES survey. Table 2 shows the list of countries, their world region,
and the last income level provided by the Global Competitiveness Report n 2019.

As commented previously, two blocks of items designed as constructs to be summarized as principal
components have been included this year in the NES questionnaire. The results of the principal compo-
nents analysis are summarized in Table 3 and Table 4.

On the one hand, the results for the first principal component, representing entrepreneurs’ response to
the lockdown and first months of the sanitarian emergency, explain almost 61% of the original variance.
The latent variable is reliable with a Cronbach’s Alpha of 0.868, which ensures the internal coherence
of the items’ construct. Communalities indicate that the most robust evaluation of items in terms of
agreement or coincidence among evaluators is when experts consider that a substantial number of new
and growing firms are adjusting their products and services to adapt firms to the COVID19 pandemic
(70.6% of its variance is used to build the principal component). This result is followed by considering
that a substantial number of new and growing firms are identifying many opportunities due to the pan-
demic (67.2%) and so on. The less powerful statement contributing to the latent variable is that many
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Table 2. GEM 2020

: Countries that participated in the NES survey

COUNTRY WORLD REGION INCOME LEVEL
Angola Sub-Saharan Africa Low
Burkina Faso Sub-Saharan Africa Low
Egypt Northern Africa and Western Asia Low
Morocco Northern Africa and Western Asia Low
Kuwait Northern Africa and Western Asia High
Saudi Arabia Northern Africa and Western Asia High
Oman Northern Africa and Western Asia High
United Arab Emirates Northern Africa and Western Asia High
Qatar Northern Africa and Western Asia High
India Central and Southern Asia Low
Iran Central and Southern Asia Middle
Kazakhstan Central and Southern Asia Middle
Indonesia Eastern and South-Eastern Asia Low
South Korea Eastern and South-Eastern Asia High
Taiwan Eastern and South-Eastern Asia High
Brazil Latin America and the Caribbean Middle
Chile Latin America and the Caribbean High
Colombia Latin America and the Caribbean High
Guatemala Latin America and the Caribbean Middle
Mexico Latin America and the Caribbean Middle
Uruguay Latin America and the Caribbean High
Panama Latin America and the Caribbean High
Puerto Rico Latin America and the Caribbean High
Austria Europe and Northern America High
Croatia Europe and Northern America High
Cyprus Europe and Northern America High
Germany Europe and Northern America High
Greece Europe and Northern America High
Italy Europe and Northern America High
Luxembourg Europe and Northern America High
Netherlands Europe and Northern America High
Norway Europe and Northern America High
Poland Europe and Northern America High
Russia Europe and Northern America Middle
Slovak Republic Europe and Northern America High
Slovenia Europe and Northern America High
Spain Europe and Northern America High
Sweden Europe and Northern America High
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Table 2. Continued

COUNTRY WORLD REGION INCOME LEVEL
Switzerland Europe and Northern America High
United Kingdom Europe and Northern America High
USA Europe and Northern America High

Source: The authors

new and growing firms are promoting working from home due to the COVID19 pandemic (54%). All
the original variables or items show high and positive linear correlations with the principal components.
This fact ratifies this set is representative of the construct. The principal component can be used as a
variable to properly represent the proactiveness of response of the entrepreneurial sector facing the first
lockdown and its consequences.

Table 3. Principal components analysis: Results about entrepreneurs’ response

Linear Correlation
Items Communalities Coefficients with
Principal component 1

% of variance
explained

A substantial number of new and growing firms
CV1 are adopting new ways of doing business as a 0.617 0.786 60.88%
result of the COVID19 pandemic

A substantial number of new and growing firms
CV2 are promoting working from home as a result of | 0.540 0.735 Cronbach Alpha
the COVID19 pandemic

A substantial number of new and growing
firms are making adjustments to their current
products and services to adapt to the COVID19
pandemic

CV3 0.706 0.840 0.868

A substantial number of new and growing firms
Cv4 are identifying plenty of new opportunities 0.672 0.820 N = 1450 valid cases
because of the COVID19 pandemic

Cooperation between and within new and
CVs5 growing firms and/or established firms has 0.547 0.739
increased as a result of the COVID19 pandemic

A substantial number of new and growing firms
are collaborating on global social activities,
challenges, and proposals, as a result of the
COVID19 pandemic

CV6 0.570 0.755

Source: The authors

Regarding the previous results, it is interesting and important to note how experts appreciate the
quick reaction of the entrepreneurial sector in terms of adaptation and adjustment of processes to detect
opportunities and develop new ways of doing business, which is typical of entrepreneurs. On the other
hand, the experts are more cautious in terms of their evaluations about the increase in cooperation be-
tween the large and consolidated companies with entrepreneurs, about the cooperation of entrepreneurs
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with global social activities, challenges and proposals resulting from the pandemic, and about a massive
adoption of telework by entrepreneurial firms.

This diagnosis summarizes, at least partially, some trends that are developing in the exit and over-
coming stage of the pandemic. Entrepreneurship intensifies its role as an engine of innovation and the
detection of opportunities derived from the situation, seeking and rapidly adopting new ways of doing
business where digital will be essential. Now, entrepreneurial companies require teamwork and a lot of
interaction, which limits telework application to a certain degree, so its use will be rationalized. Likewise,
early-stage companies, usually small, may participate in social projects and major global challenges but
adjusted to their possibilities and capabilities, with a different impact than large companies.

On the other hand, the results for the second principal component, representing national governments’
response to the lockdown and first months of the sanitarian emergency, explain almost 80% of the origi-
nal variance. The latent variable is reliable with a Cronbach Alpha of 0.914, which ensures the internal
coherence of the items’ construct. Communalities indicate that the most robust evaluation of items in
terms of experts’ degree of agreement is the statement that proposes that the government has adopted
effective measures to avoid massive loss of new and growing firms due to the COVID19 pandemic (88%).
At the same time, there is less agreement or robustness about the statement that proposes that due to
the COVID19 pandemic, the government has substantially increased the digital or online delivery of
regulations for new and growing firms (63.8%). All the original variables show high and positive linear
correlations with this second principal component ratifies that this set represents the construct. Also,
the principal component can be used as a variable to adequately describe the governmental sector’s
proactiveness of response for the entrepreneurial sector facing the first lockdown and its consequences.

Table 4. Principal components analysis: Results about governments’ response

Linear Correlation
Items Communalities Coefficients with
Principal component 1

% of variance
explained

The government has adopted effective
measures for new and growing firms to
adjust to the economic reality caused by the
COVID19 pandemic

Cv1 0.855 0.924 79.65%

The government has adopted effective
CV8 measures to avoid massive loss of new and 0.880 0.938 Cronbach Alpha
growing firms due to the COVID19 pandemic

The government has acted to protect workers
CV9 and customers of new and growing firms from | 0.813 0.902 0914
COVID19 during the pandemic

As a result of the COVID19 pandemic, the
government has substantially increased the

CvIo digital or online delivery of regulations for

0.638 0.799 N = 1748 valid cases

new and growing firms.

Source: The authors

Therefore, in general, the experts have evaluated the performance of their respective governments
in terms of the help provided to the entrepreneurial sector to avoid the loss of companies and jobs and
protect workers, suppliers, and customers, in terms of facilitating new regulations to face these initial
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Figure 1. Entrepreneurs’ response to the COVID19 lockdown and consequences
(scale 0 = nothing proactive, 10 = fully proactive)
Source: The authors
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stages electronically. As will be seen below, the results of the evaluation have been diverse depending
on the countries.

Once shown that, with exciting nuances, these two variables obtained from the information provided
by the experts adequately represent in statistical terms the concepts that it has been desired to measure,
Figures 1 and 2 show, respectively, how GEM 2020 countries rank about them. The first rank suggests
that nascent, new, and growing firms reacted proactively to the lockdown in general, with diverse inten-
sity depending on the country. On a 10 points scale, all countries except Burkina Faso (although with
almost 5 points) obtained experts’ average scores above 5 points. The most prominent evaluations are
given in Saudi Arabia, Panama, Guatemala, United Arab Emirates, United Kingdom, Brazil, Taiwan,
Puerto Rico, and Chile. With average scores above 7 points, all these countries are those in which the
experts perceive a greater degree of proactivity in the entrepreneurial sector.

The government response is perceived a non-satisfactory or insufficient by experts in 21 countries
(50% of the sample). Regarding the countries where experts approve the governments’ behavior, Saudi
Arabia stands out in the first place with a high rating from experts that exceeds 8 points. It is closely
followed by the United Arab Emirates and the Netherlands, where entrepreneurial activity enjoys excel-
lent support and consideration.

Because of the previous rankings, we ask if the entrepreneurial response has depended, to some degree,
on the governmental response. The linear correlation coefficient is positive but very low (0.31) between
the two variables. A linear regression analysis shows no significant dependence between the reactions
of both sectors to the lockdown when considering the whole sample of countries. Regarding this result,
it must be regarded as that the experts from half of the countries deemed insufficient the government’s
response with some variability. Still, half of the countries considered it sufficient or higher. Both entre-
preneurs and the government have reacted simultaneously and with different intensities depending on the
country. So. the result suggests at least two types of behaviors or models within the general regression
model, as shown in Figure 3.

1) A group of countries where the entrepreneurial sector reacted proactively almost independently
from the insufficient governments’ response (vertical ellipse)

2) A group of countries where governments and entrepreneurial sector reacted proactively at the same
time coordinating their efforts to some degree (horizontal ellipse)

If we separate the two regression models, we obtain one regression in which the response of both
sectors is weak but significantly related (Figure 4). And a second regression in which they are not re-
lated is that the entrepreneurial sector is perceived as proactive despite the government’s insufficient
response (Figure 5).

Figure 4. Countries = Egypt, Greece, Netherlands, Switzerland, Austria, UK, Poland, Germany,
Chile, Indonesia, South Korea, India, Luxembourg, Cyprus, Croatia, Uruguay, Taiwan, KSA, Oman,
UAE, and Qatar

Figure 5 Countries = USA, Russia, Spain, Italy, Sweden, Mexico, Brazil, Colombia, Iran, Morocco,
Burkina Faso, Angola, Slovenia, Slovak Republic, Guatemala, Panama, Kazakhstan, Kuwait, Israel,
and Puerto Rico

These results provide some lessons for policymakers. First, many governments are currently planning
socioeconomic reconstruction, but these quick reactions could have been much more effective to save
the economy if the sanitarian situation had been controlled. Although vaccines have indeed managed
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Figure 2. National Governments’ response to the COVIDI19 lockdown and its consequences for the

entrepreneurial sector
(scale 0 = nothing proactive, 10 = fully proactive)
Source: The authors
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Figure 3. Linear regression between the entrepreneurial sector response and the government response
to the first lockdown derived from the COVID19 pandemic

Source: The authors
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to slow down the spread of the virus, the truth is that their effectiveness is not 100% effective, and it is
decreasing over time. As a result, governments have to race to prevent the spread of the virus before ad-
dressing economic recovery. Only a few countries globally (e.g., New Zealand and Australia, to a lesser
extent) have successfully tackled the virus, so their economic growth is healthy.

Figure 4. Linear regression between the entrepreneurial sector response and the government response
to the first lockdown derived from the COVID 19 pandemic for the group of countries where both sectors
reacted proactively at the same time

Source: The authors
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Figure 5. Linear regression between the entrepreneurial sector response and the governments’ response
to the first lockdown derived from the COVID19 pandemic for the group of countries where the entre-
preneurial sector reacted proactively while the governments’ response is perceived as insufficient

Source: The authors
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Second, to successfully fight against the virus, as shown in Figure 5, there must be a robust public-
private collaboration, especially with the population and entrepreneurs, which must be willing to be
vaccinated while avoiding social disruption (Kuznar, 2021). As Varma et al. (2021) show, people with
a prior mental health diagnosis experienced more significant psychological distress expressed by poor
sleep, lower levels of resilience, and even suicide behaviors (Dubé et al., 2021; Efstathiou et al., 2021) and
psychosis (Alba et al., 2021). Besides, these authors show that younger age and loneliness significantly
mediated the links between stress and depression, and stress and anxiety. Hence, youngers were more
vulnerable to stress, depression (Deng et al., 2021), and anxiety symptoms, so they need more support.

Third, it is crucial to keep in mind that lockdowns will continue as the virus mutates and the effective-
ness of vaccines decreases. This problem requires continuous investment processes in health research
and policies for the economy’s structural transformation to digitize it.

From the entrepreneurial perspective, GEM experts perceived that, on average, the proactive and quick
reactions focused on adopting telework from home to continue their activities while making adjustments
to their current products and services to adapt them to the COVID19 pandemic. In third place, firms
began to adopt new ways of doing business. Depending on the country and somewhat less intensity,
several firms could identify new opportunities because of the pandemic. Additionally, experts perceived a
significant increment of cooperation between and within new and growing firms and/or established firms
in some countries. This result is especially relevant in Saudi Arabia, India, Brazil, Guatemala, UAE, and
Taiwan. Experts perceive a discrete but positive involvement of new and growing firms collaborating on
global social activities challenges and proposals due to the pandemic. Countries where these activities
are perceived as somewhat more intensive, are India, Uruguay, Brazil, UAE, Saudi Arabia, Taiwan, the
UK, and Israel. In Table 5, it is possible to see the average scores for each country about the different
actions evaluated by GEM experts for the entrepreneurial sector.
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Table 5. Average scores for single items evaluated by experts by country to analyze the first reaction to
lockdown within the entrepreneurial sector

WAYS HOME P&S OPP CcooP GLOBAL
Average 7.07 7.39 7.19 6.43 5.64 5.73
Angola 6.56 6.59 6.57 6.35 521 5.18
Austria 6.70 7.65 6.86 6.27 591 5.40
Brazil 7.62 7.93 7.96 6.89 6.71 6.84
Burkina Faso 5.64 4.87 531 5.13 3.67 3.84
Chile 7.89 8.14 3.08 6.76 575 6.60
Colombia 7.02 7.40 7.26 6.60 6.33 5.98
Croatia 7.03 7.24 6.84 547 5.03 481
Cyprus 7.46 7.86 6.76 6.28 5.74 5.75
Egypt 7.26 7.00 723 6.51 5.95 570
Germany 6.86 8.15 7.01 5.97 5.24 4.86
Greece 6.78 7.83 6.94 6.17 539 5.42
Guatemala 8.19 8.14 8.03 734 6.75 6.06
India 7.04 6.75 7.07 7.05 6.85 7.12
Indonesia 6.80 7.06 6.80 6.77 6.26 6.12
Iran 6.08 597 5.84 551 5.08 4.46
Israel 6.76 831 7.68 6.76 5.96 6.63
Ttaly 6.68 747 6.66 6.46 5.14 597
Kazakhstan 5.89 6.37 6.69 481 4.67 3.97
Kuwait 743 7.19 735 6.24 5.06 5.41
Luxembourg 6.80 7.37 6.79 6.03 5.54 6.03
Mexico 7.38 7.15 7.46 7.15 5.87 6.06
Morocco 6.56 6.28 6.18 577 433 432
Netherlands 7.14 8.22 723 6.15 5.26 5.94
Oman 6.21 6.79 7.03 6.06 5.63 555
Panama 8.06 8.25 8.44 7.92 6.17 6.31
Poland 7.03 7.84 7.11 6.39 4.10 5.10
Puerto Rico 797 7.83 7.89 7.03 6.43 6.24
Qatar 7.46 7.18 7.55 6.36 6.13 5.78
Russia 6.39 6.54 6.89 4.89 448 4.12
Saudi Arabia 8.16 8.02 8.24 745 7.24 6.83
Slovak R. 6.39 7.06 6.14 5.29 472 473
Slovenia 7.29 7.92 7.08 6.83 5.19 5.77
South Korea 7.04 6.77 7.13 6.49 5.20 5.54
Spain 6.39 6.72 6.50 6.06 5.49 5.75
Sweden 6.76 755 772 6.78 592 5.86
Switzerland 7.03 7.69 7.03 6.50 6.39 592

Continued on following page
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Table 5. Continued

WAYS HOME P&S OPP Ccoop GLOBAL
Average 7.07 7.39 7.19 6.43 5.64 5.73
Taiwan 7.14 7.20 7.75 7.98 6.57 6.82
UAE 8.11 8.19 7.94 7.65 6.67 6.94
UK 7.95 8.54 8.31 6.74 6.09 6.48
Uruguay 7.28 7.72 7.60 6.14 5.66 6.88
USA 7.65 8.29 7.89 6.43 5.28 5.70

Legend: WAYS (A substantial number of new and growing firms are adopting new ways of doing business as a result of the COVID19
pandemic), HOME (A significant number of new and growing firms are promoting working from home as a result of the COVID19
pandemic), P&S (A substantial number of new and growing firms are making adjustments to their current products and services to adapt
to the COVID19 pandemic), OPP (A sizeable number of new and growing firms are identifying plenty of new opportunities because of
the COVID19 pandemic), COOP (Cooperation between and within new and growing firms and/or established firms has increased as a
result of the COVID19 pandemic), GLOBAL (A substantial number of new and growing firms are collaborating on global social activities.
challenges and proposals. as a result of the COVID19 pandemic), UK (United Kingdom), UAE (United Arab Emirates), USA (United States
of America).

Source: The authors

By taking the sample of countries globally, the most appreciated by the government, on average,
has been its action to protect workers, consumers, and suppliers and facilitate new regulations to adapt
companies to the situation digitally. In turn, on average, it has been perceived as insufficient the behavior
about adopting effective measures for new and growing firms to adjust to the economic reality caused
by the COVID19 pandemic and to avoid massive loss of new and growing firms due to the COVID19
pandemic. However, in several countries, these measures have been considered adequate. Experts believe
their governments have adopted effective measures for new and growing firms to adjust to the economic
reality caused by the COVID19 pandemic in Saudi Arabia, Taiwan, the Netherlands, UAE, India, and
other countries to avoid massive loss of new and growing firms. Table 6 shows the average evaluation
of the four statements proposed to experts about the government response during the first lockdown.

As shown in Table 6, the highest average scores arise when governments have acted to protect work-
ers and customers of new and growing firms from COVID19 during the pandemic (5.30 on average),
having Saudi Arabia (8.26) the highest score. Strong results are also achieved when the government has
substantially increased the digital or online delivery of regulations for new and growing firms (5.29 on
average), also reaching Saudi Arabia (8.95) with the highest score. This situation has been shown in
developed countries as they are equipped with the economic and financial means to fight COVID19,
digitize to avoid displacement, and vaccinate the population.
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Table 6. Average scores for single items evaluated by experts by country to analyze the first reaction to
lockdown within the government sector

EBSCChost -

ngggﬁ;zﬁ:&z&as Tl:if;:e‘i';?;:;ti‘zas The government As a result of the COVID19
measures for new measures to avoid has acted to protect pandemic, tlfe gm.fernment
T massive loss of new workers and custo!ners has subst‘afltlally mc‘reased
adjust to the economic and growing firms of new and growing ‘the digital or or.ﬂme
reality caused by the due to the COVID19 1;:::;23?; [?::1?17?131}2 d;:le;ﬁgfg:zfvl;:fgng:fnf:r
COVID19 pandemic pandemic
Average 4.80 4.65 5.30 5.29

Angola 3.29 2.78 3.69 3.00

Austria 6.00 5.89 6.79 5.21

Brazil 3.56 3.24 4.00 445

Burkina Faso 4.72 4.79 4.44 3.85

Chile 4.95 4.54 5.24 5.73

Colombia 4.65 4.40 5.09 473

Croatia 5.47 5.50 6.13 5.80

Cyprus 5.78 5.97 6.59 6.23

Egypt 4.97 4.80 4.85 5.61

Germany 5.96 5.58 6.87 5.05

Greece 6.24 5.97 6.62 7.32

Guatemala 3.03 2.92 4.56 4.00

India 6.58 6.65 6.56 6.79

Indonesia 6.14 6.08 6.06 6.25

Iran 3.49 3.14 3.16 4.46

Israel 3.31 3.06 3.19 4.69

Italy 4.14 3.86 4.92 4.95

Kazakhstan 3.23 3.09 3.94 4.66

Kuwait 3.56 3.46 441 5.14

Luxembourg 6.06 6.00 7.06 6.12

Mexico 2.90 1.98 3.08 3.66

Morocco 4.47 4.51 5.04 4.89

Netherlands 6.71 7.18 7.64 6.88

Oman 5.59 5.41 6.00 6.09

Panama 4.31 3.72 4.69 6.28

Poland 4.81 5.38 5.38 4.65

Puerto Rico 2.44 2.17 3.34 3.58

Qatar 6.13 5.74 6.69 7.02

Russia 2.78 2.86 2.95 3.33

Saudi Arabia 8.07 8.05 8.26 8.95

The Slovak Rep. 2.89 2.94 5.00 3.69

Slovenia 4.53 4.34 5.94 4.52
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Table 6. Continued

The government. has The government‘ e The government As a result of the COVID19
adopted effective adopted effective .
. has acted to protect pandemic, the government
measures for new measures to avoid . .
q 3 . workers and customers | has substantially increased
and growing firms to massive loss of new . - q
. . .o of new and growing the digital or online
adjust to the economic and growing firms ) . q
. firms from COVID19 delivery of regulations for
DI CRELOL OO LI during the pandemic new and growing firms
COVID19 pandemic pandemic gthep g & :
Average 4.80 4.65 5.30 5.29
South Korea 5.11 4.97 5.20 5.81
Spain 2.83 2.75 3.14 5.56
Sweden 4.14 4.33 5.03 4.08
Switzerland 6.11 5.67 6.50 5.36
Taiwan 7.02 6.71 6.95 5.67
UK 5.05 4.64 5.82 5.45
UAE 6.66 6.67 6.91 8.13
Uruguay 6.28 6.22 7.00 6.11
USA 2.79 2.51 2.66 2.96

Legend: UK (United Kingdom), UAE (United Arab Emirates), USA (United States of America)
Source: The authors.

CONCLUSIONS AND RECOMMENDATIONS

It is essential to fight against COVID19 by implementing public-private collaboration policies focused
on health research and vaccination of the population until herd immunity is reached. There is a signifi-
cant difference in this immunization process between the vaccination speed of nations whose health
systems are the most advanced and equipped on the planet and those countries where health systems
are underdeveloped or non-existent. For this reason, the achievement of fruitful cooperation among aid
policies carried out by supranational and national organizations, close with the efforts of public and
private (religious and civil) NGOs, is essential to attain success in the fight against the virus.

One of the collateral damages of the virus, primarily due to the economic crisis generated by the
confinement, is the psychiatric problems associated with the virus, including suicide. According to the
World Health Organization, suicide is the second leading cause of death for young people between 15
and 29, only behind traffic accidents. As Dubé et al. (2021) show, strong protections from governments
(e.g., implementing best practices in suicide prevention) are urgently needed to reduce suicidal behaviors
and prevent psychosis during the COVID19 pandemic.

The digitization process that began at the beginning of the 21st century and accelerated with the
pandemic leads to structural changes that will be irreversible in many labor markets. Changes that will
affect both labor productivity and the work-life balance will be improved for many professionals. The
countries that take the most advantage of new technologies, vaccinate their population, and implement
policies based on digitization will be the ones that first overcome this double health and economic crisis.

It is foreseeable that lockdowns will continue as the virus mutates and the effectiveness of vaccines
decreases after these mutations. These mutations require continuous investment processes in health
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research and policies for the economy’s structural transformation to digitize it. But we think that the
research carried out to combat the virus will finally bear fruit and lead to new treatments that will be
more effective than the current ones, which will help heal better in less time.

The virus has had a substantial impact on the labor market worldwide. Many partial changes, ini-
tially thought of as a temporal remedy, only will become structural, in many cases, after the digitiza-
tion process and R&D investments carried out in the organization. As a result, for many professionals,
purchasing habits and transportation processes will change and vary to achieve a work-life balance that
benefits society. New labor-related professional relationships have emerged and will transform societies
and economies worldwide.

Unfortunately, the struggle against COVID19 will be long, and it is foreseeable a lost decade of eco-
nomic growth for a good part of the countries, predominantly located in developing countries. This fact
will tend to widen the North-South gap, but also the South-South breach. The collaboration of multilateral
development organizations (International Monetary Fund, the World Bank, and regional development
banks) is needed to reduce this gap. Multilateral organizations are forced to collaborate, directly or in-
directly, with the new development and growth instruments launched by China, among which the AIIB
(Asian Infrastructure Investment Bank) stands out. As a result, a bipolar world is emerging again with
the rise of China on the world economic scene, mainly concerning international trade. An accelerated
process based on the heping jueqi (peaceful rise) strategy favoring China during this pandemic.
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KEY TERMS AND DEFINITIONS

Cronbach’s Alpha: It is a statistical measure of internal consistency focused on measuring how
closely related a set of items are as a group.

Early-Stage Companies: They are firms located in their early stages of business operations.

GEM: Acronym of global entrepreneurship monitor, it is the most comprehensive organization de-
voted to studying entrepreneurship in the world.

NES Questionnaire: The acronym of National Expert Survey consists of three blocks of questions
in which experts provide open-ended responses.

North-South Gap: It is the difference in growth, wealth, and employment between the first and the
third worlds.

Principal Components Method: This technique is used to describe a data set in terms of new uncor-
related variables (‘components’) ordered by the amount of original variance they represent.

South-South Gap: It is the difference in growth, wealth, and employment between the third and
fourth world countries.
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ABSTRACT

The objective of this chapter is to provide a contextualized perspective about the effects of the COVID-19
health crisis for companies with economic activity and fixed installations in Mexico, mainly during the
second to third phases of the contingency. For this purpose, data from the INEGI ECOVID-IE 2020 survey
is analyzed, which used a sampling frame of 1,873,564 Mexican companies compared by size. Relevant
information is provided about the reality of the Mexican business community to report the main sanitary
measures implemented, the operational actions used, the sources and types of support received, the best
support policies identified, and the income expectations for the following months. Faced with a negative
scenario, targeted support strategies from governmental, chambers, and business organizations must be
aligned to regain the confidence of the business community to support their continuity.
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INTRODUCTION

The COVID-19 pandemic has underlined both the relevance and opportunity to approach several strategic
management topics, entrepreneurship, and supply chain management in a synchronized way to better
understand organizational success, particularly during such times of emergency (Ketchen & Craighead,
2020). As aresult, academic research has gradually been building valuable insights and practical lessons
from a qualitative and quantitative standpoint about how to steer through crises.

Faced with the limitations and unfavorable conditions derived from COVID-19, companies have
had to implement (and often improvise or comply) operational actions to face the pandemic (Caligiuri
et al., 2020; Palma-Ruiz, Castillo-Apraiz, et al., 2020). Thus, administrators have been pressured by
such adversity to conceive and apply strategic decisions in the short term about their ways of operating,
organizing, directing, and communicating with their staff, reducing expenses, prioritizing activities and
tasks, defining new ways of attention and service to its customers and suppliers, learn and implement new
technological tools, innovate in its operations and business model, among several others (Garcia-Muiioz
Aparicio et al., 2020; Katare et al., 2021). In this way, companies have been pressured to respond to the
urgent demands in the environment, prioritize, direct their resources and adapt their operations, aiming
for more outstanding performance in the short term (Luger et al., 2018; Marin-Idarraga et al., 2016).

The adverse environment caused by COVID-19 has brought companies to test their strategic capac-
ity to act quickly, having to respond to pressing needs and new changing conditions in the environment.
Such an adverse scenario represents a valuable opportunity to revisit the strategy and its orientation in
organizations in different contexts. Primarily, more than 98% of formal and informal business struc-
tures in different countries represent micro and small and medium-sized enterprises (SMEs) (Lemes &
Machado, 2007). Therefore, the deterioration of such a business structure will certainly negatively affect
economic development and recovery (Obi et al., 2018).

Although studies examining the effects of previous crises on SMEs have been documented (Egg-
ers, 2020), the relevance to address the topic during the present pandemic remains open (Saiz-Alvarez,
2022). Thus, an opportunity arises due to the current context disrupted by COVID-19 to document the
perceptions and expectations of the Mexican business community by addressing the following research
questions: What were the main health measures and operational actions implemented in the organizations
in response to COVID-19? What sources and sorts of support were received to deal with COVID-19?
What should be the best support policies for companies to face recovery? And what are the income
expectations for the following months? While answering these questions, this chapter contributes to
the limited studies with a qualitative organizational approach on COVID-19 in Mexico. Likewise, as a
response to the call for recent studies by considering other relevant aspects of strategic management,
such as transformation and organizational behavior, as well as a business strategy from a contingency
approach in different contexts, which can have an impact on business recovery from this health crisis
(Aslam et al., 2020; Gil Robles, 2020; Palma-Ruiz, Castillo-Apraiz, et al., 2020).

The experiences and learnings documented in the various settings across the globe provide valuable
insights into the overall situation of the region’s productive sector and regain confidence in the face of
potential recovery scenarios (OCDE, 2020b). In this way, for this chapter, we will concentrate on the
economic impact of COVID-19 in Mexico, analyzed from the private sector companies” perspective,
mainly during phases 2 and 3 of this health crisis in Mexico (Santana Juérez et al., 2020); concentrating
on the adjustment measures and operational actions implemented by businesses retrieved during April
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2020, and as noted before, outlining the support instruments available for companies in such difficult
time, and the income expectations for the upcoming months.

This chapter is organized into six sections, with this introduction included. Section two addresses
the background information to contextualize the relevance of this study. Section three revisits distinct
aspects of strategic management from a contingency approach to highlight the relevance of adapting and
responding appropriately to new adverse demands of the environment and facing adversities. Section four
describes the study’s methodology. The results and the discussion of the leading indicators are shown
in section five. Finally, section six addresses the conclusions and recommendations.

BACKGROUND

On March 11th, 2020, as the number of infected people and deaths increased exponentially; the World
Health Organization declared a pandemic crisis due to the COVID-19 virus (WHO, 2020). For this reason,
countries declared themselves in a state of emergency, suspending economic and social activities, also
imposing a whole series of health measures and regulations, such as confinement and social distanc-
ing. Companies in various sectors were forced to limit their economic activities, carrying out technical
shutdowns and temporary closures as measures to contain the spread of the virus (OCDE, 2020a). Fur-
thermore, the governments across regions responded rapidly by planning and executing several support
instruments and policies on the macroeconomic and labor fronts that greatly conditioned the economic
advances for the following months in each country (ECLAC & ILO, 2020).

Through the Health Ministry and the General Direction of Epidemiology, Mexico determined three
phases of contingency for the COVID-19 pandemic. The first case of COVID-19 in the country was
detected on February 27", 2020. As a result, the government decided to carry out preventive measures
against COVID-19 as of March 16", 2020, known as the first phase of contingency. The second phase
included containment measures starting on March 23 and beginning on March 30™. The government
declared the suspension of non-essential activities in various economic sectors, prolonging it until May
30™, 2020. By April 30", there were already 19,224 confirmed cases in the country and 1,859 deaths
(Suérez et al., 2020). During the third phase of contingency, starting in July 2020, Mexico was already
one of the most affected countries, with 299,759 confirmed cases and 35,006 deaths (Ibarra-Nava et al.,
2020). As of July 2021, Mexico has confirmed more than 2.5 million cases and 234,192 deaths, resulting
in one of the most affected countries worldwide (Dong et al., 2020).

The economic slowdown derived by the suspension of all those activities considered non-essential, as
well as the limited reopening of the same, has been carried out slowly and gradually during the second
and third phases of contingency for the pandemic to maintain social distancing and avoid an increase in
the rate of infections. As a result, this health crisis has contracted the economy (Santana Juérez et al.,
2020), causing a deep and generalized fall in the nation’s imports and exports, halting many aspects of
social life and economic development, endangering all types of business operations (Esquivel, 2020).

The Organization for Economic Cooperation and Development (OECD) made an urgent call in the
face of COVID-19 to take decisive and collective action on five main fronts, the first referring to support
the working class, and the second to support micro, and small and medium-sized enterprises (SMEs).
Micro and SMEs make up the bulk of the business structure worldwide with a relevant contribution to
generating wealth and employment. The relevance of micro and SMEs has recently been reinforced by
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the International Labor Organization (ILO) to maintain wages jobs during the stage of the COVID-19
pandemic (ECLAC & ILO, 2020; ILO, 2021).

The OECD estimated that for every month of confinement due to COVID-19, it could represent a
loss of up to 2.0 points in annual GDP (OCDE, 2020a). The Economic Commission for Latin America
and the Caribbean (ECLAC) forecasted a drop of 8.4% in GDP for Mexico during 2020, being one of the
countries with the most remarkable effects in Latin America (ECLAC, 2020). Official data confirmed
a historic drop of 8.5% in GDP for 2020 (INEGI, 2021). The economic activity collapsed during the
second trimester of 2020, even exceeding the worst expectations and confirming the severe effects of
the confinement (ECLAC, 2020). In fact, Mexico registered a massive -18.6% GDP fall during such a
trimester, facing an extremely complex and uncertain scenario for the upcoming months. Enterprises have
been forced to implement technical shutdowns or temporary closures following government regulations
(OCDE, 2020a). Indeed, this has caused a historical negative economic impact with effects in the short
and long term, even driving various economic sectors at risk (Fana et al., 2020).

In most countries in the Latin America and the Caribbean (LAC) region, almost all the companies
experienced at least one type of effect caused by COVID-19, such as a decrease in income, a decline in
demand for their products or a shortage of inputs and outputs. Moreover, the region’s most significant
percentage of absent workers was documented during April 2020 (ILO, 2021).

In Mexico, 59.6% of the companies reported that they had suspended operations or closed tempo-
rarily, negatively impacting employment and wages. As a result, 21.9% of employees were temporarily
absent from their jobs during April 2020 (compared to 1.7% in March 2020). More specifically, the
percentage of employees present at work for less than 15 hours per week increased from 6.2% in March
2020 to 13.9% in April 2020, while the rate of people working between 15 and 34 hours increased from
16.9% to 23.8% in the same period. Meanwhile, underemployment (measured by the number of working
hours) increased from 8.5% to 25.5% from the first to second quarter in 2020 (ECLAC & ILO, 2020).

STRATEGY AND ENTREPRENEURSHIP TOPICS DURING COVID-19

Organizational strategy is likely one of the topics that generate the most interest in business management
(Palma-Ruiz, Barros-Contreras, et al., 2020). Earlier literature discussed the relevance of administrative
tasks or management processes to shift a company’s strategic direction (Prahalad & Bettis, 1986). The
exemplification of these processes helps denote the mobilization and use of resources and knowledge,
such as “the choice of key individuals, processes of planning, budgeting, control, compensation, career
management, and organizational structure” (p. 490). Additionally, these administrative processes are
necessary but a challenging task to accomplish goals and make the right decisions in the business, par-
ticularly during difficult times such as crises.

The strategic management literature emphasizes the importance of strategy development, which in-
volves developing and maintaining a competitive advantage for wealth creation (Hittet al., 2001). Sharma
and Chrisman (1999, p. 17) defined strategy as to how organizations align their critical resources with
the environment they develop, including its core competencies, resources, and procedures. Nowadays,
due to the COVID-19 pandemic, business survival and endurance are the immediate top priorities for
organizations, while wealth and growth are deferred to the long term (Lesser & Reeves, 2020).

Strategic management relates to the ability of firms to respond to uncertain environments through
internal strategic and structural adaptation (Gavetti, 2005; McMullen & Shepherd, 2006). These pro-
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cesses emphasize action-based mechanisms for organizational adaptation and are often referred to as
routines or task-oriented actions (Dosi et al., 2000; Winter, 2003). Hence, organizations draw on exist-
ing practices developed in prior environments and initiate steps to execute specific tasks. Moreover,
managers import routines they know from previous professional experience (Helfat & Peteraf, 2003).
Authors have highlighted the significance of considering contextual factors and circumstances in the
immediate environment of the entrepreneur, which influences the behavior of critical economic agents
(Kalantaridis, 2006). However, a real challenge exists when facing the unknown such as the current
health crisis. Strategic management requires focusing on the internal and external environment (Kuratko
& Audretsch, 2009) to encompass factors of opportunity and innovation as a continuous search for new
resources and ways that support business decisions. In this way, scholars sustain that strategic manage-
ment provides an ideal context to develop entrepreneurial activities (Hitt et al., 2001), in addition to
being an indispensable requirement for growth and performance in dynamic environments characterized
by adversity (Weismeier-Sammer, 2011).

Environmental factors can be hostile and not only affect business growth or development but also
hinder and put its continuity at risk (Barros et al., 2017). In our days, indeed, all types of organizations
have faced the need to make a series of difficult decisions while facing the abrupt crisis caused by the
COVID-19 pandemic. Small and medium-sized enterprises have been particularly vulnerable to the
negative impact of this health crisis due to the change of consumer habits resulting from social distanc-
ing and fear of contagion, decrease in purchasing power, and more cautious spending due to the shift in
priorities, etc. The reality is that such effects to counter the virus spread have had destructive implications
for many organizations, particularly micro and SMEs.

Therefore, companies must develop a strategic position or orientation (Rauch et al., 2009). A strategic
direction then refers to the principles that direct and influence the company’s activities and generate the
behaviors designed to ensure its viability and performance (Hakala, 2011, p. 199). Likewise, it has also
been defined as the strategic actions implemented by the company to create the appropriate behaviors for
superior business performance in a sustained way (Arzubiaga et al., 2020; Deutscher et al., 2016). Other
authors recently refer to the development of strategic agility (Clauss et al., 2020; Shams et al., 2020) to
adapt and respond quickly to opportunities and threats in the environment (Mao et al., 2015, p. 316).

For example, supply chain agility denotes the effectiveness of firms, and their supply chains respond
to customers” needs when changes in supply and demand (Swafford et al., 2006). The significance of
supply chain agility has been pivotal during COVID-19 (Arora et al., 2020; Belhadi et al., 2021; Kuo et
al., 2021). The constant occurrence of inventory depletion and sluggish restocks amid COVID-19 has
revealed the opportunities for businesses to develop such agility dimension, setting the path for entre-
preneurial venues (Short et al., 2010).

Many businesses pre-COVID-19 base their operations on a single distribution channel; however,
those that have been able to shift channels during the pandemic had an advantage over others that could
not respond. However, the resource orchestration theory points out about implementing a multiple chan-
nel approach, adding complexity to the firm’s resources management, and creating new opportunities
to realize value from those resources (Sirmon et al., 2007). Additionally, derived from the preventive
measures during the pandemic, stay-at-home orders demanded micro, SMEs, and large companies to
truly address online distribution channels and assess the advantages of social media. As a result, many
businesses have reexamined their business models and explored further possibilities to team up with
third-party firms (Duprey, 2020). Moreover, organizations have shifted to a more entrepreneurial strate-
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gic orientation, which has been of great benefit versus those that have remained stagnant with previous
business models (Breier et al., 2021).

METHODOLOGY

The foremost governmental institution in Mexico that integrates statistic-economical and geographical
information regarding the national business network is the National Institute of Statistics and Geogra-
phy (INEGI for its acronym in Spanish); this material is relevant for different purposes, including the
academic part of scientific research.

In an effort to know on time the economic impact caused by COVID-19 in Mexican companies during
April 2020, the INEGI carried out a particular survey by telephone to the national level called ECOVID-
IE 2020. The general objective of this study was to generate qualitative indicators about the effects of the
contingency derived from COVID-19 with a representative stratified sample of the economic units of the
country (INEGI, 2020). Therefore, the units of analysis were micro-enterprises, small and medium-sized
enterprises (SMEs), and large companies with economic activity and fixed installations in Mexico in the
industrial, commercial, and service sectors. As part of the methodological and conceptual framework,
INEGI considers the economic units located in the Mexican territory considering the 32 federal entities,
with its corresponding towns and rural/urban zones.

The sampling frame was made up of 1,873,564 companies by their different strata considering em-
ployed personnel (micro, SMEs, and large enterprises). For a confidence level of 95% and a relative
error of 10%, a probabilistic and stratified sample size of 4,920 companies was obtained. The period
for retrieving responses was from May 7™ to June 12", 2020. Table 1 below describes the distribution
of the companies in the sample.

Table 1. Description of the sampling frame and sample size

Company size by employed Total Sl
personnel
Micro (1 to 10) 1,728,410 1,735
SMEs (11 to 100) 128,261 1,360
Large (101 or more) 16,893 1,825
Total 1,873,564 4,920

Source: INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies (ECOVID-IE) 2020.

Regarding the implemented questionnaire, it was divided into eight main topics of interest, including
sanitary measures implemented, operational actions implemented, days of technical shutdowns or tem-
porary closure, effects due to the contingency, sources of support received and causes for not receiving
them, types of support received, necessary policies to support companies, and income expectations in the
next six months. The following section provides a descriptive analysis of the main results of this survey.
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INFORMATION ANALYSIS AND DISCUSSION

First, the results on the sanitary measures implemented by the companies during April 2020 are presented.
Figure 1 shows the total number of companies that implemented sanitary measures.

Figure 1. Sanitary measures implemented
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.

® Companies that implemented sanitary measures ® No sanitary measures have been implemented
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Figure 2. Types of sanitary measures implemented
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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Only 11.4% of all companies did not implement sanitary measures during April 2020, representing
214,129 companies, most of which were micro-enterprises (203,455) and SMEs (10,520). While, of the
large companies, only 155 did not implement any measure.

On the other hand, Figure 2 describes the types of sanitary measures implemented and the percent-
age of companies according to size.

Interestingly, the highest sanitary measure implemented in all companies was to provide personal
protection items to their employees (24.3%), followed by cleaning and disinfection of facilities (23.5%).
The lower types of implementation identified were that of minimizing face-to-face meetings and pro-
moting communication through virtual means (7.3%), as well as other unidentified ones (0.8%) for all
companies. However, within large companies, this type of sanitary measure represents 16.3%, while in
micro-enterprises, it is only 6.8%, and among SMEs was 11.2%. The foregoing is understandable since,
in general, micro and small companies include among the owners their relatives and staff who work
receiving only tips, volunteers, among others. This data becomes more relevant during the pandemic
as it shows the extraordinary efforts made by micro-enterprises and SMEs to preserve their operations
and jobs, thus reinforcing the call of the OECD regarding the role of micro and SMEs as mentioned
before in section 2.

Regarding the operational actions implemented against COVID-19, Figure 3 describes the types of
actions by enterprise size.

Figure 3. Types of operational actions implemented by enterprise size
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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In order to complement the information concerning the health measures implemented, Figure 3 shows
that the primary type of action for SMEs and large companies was the home office with 28.9% and
52.9%, respectively. This data is of distinctive relevance for strategic organizational management due
to the challenges involved in implementing in the short term new forms and procedures for information
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and communications technology (ICT) management, such as work and communication tools, managing
and sharing information, work documents, and other resources through networks and systems (Garcia-
Muiioz Aparicio et al., 2020), and considering the issues of stress and productivity of working at home
(Madero Gémez et al., 2020).

Another essential issue shows that 29.2% of micro-enterprises and 17.4% of SMEs did not implement
any operational action. These indicators are important since it suggests a deeper study of organizations
that, when facing adversity and uncertainty in the environment, simply cannot respond and could end
up extinct due to their indifference or lack of capacity to respond to the current demands of the domain.
Similarly, other topics to further expansion suggest the management of information sources to docu-
ment decision-making, managerial capacities, and attitudes to respond agilely with a planned strategy,
or if faced with a real threat of health damage constitutes a determinant for termination of operations
(especially when it comes to family businesses, see Serrano-Bedia et al., 2019).

Although several scenarios or reasons could be inferred to discern these indicators, among them the
lack of resources to face COVID-19, a central issue refers to the lack of a strategic vision to act on the
opportunities and adversities in the environment. As previously mentioned, micro-enterprises and SMEs
generally lack a professional structure for their operations, and, in a majority of their cases, members
of the same family participate, directed by the decisions of the founder or owner of the company or
business. Faced with such a complex scenario, there are opportunities to address organizational leader-
ship in family-owned versus non-family-owned firms, the professionalization of business operations,
including issues of digital literacy, technology implementation, product or service innovation, to name
a few (Saiz—Alvarez et al., 2019).

On the other hand, a percentage of micro-enterprises and SMEs did engage in operational actions,
such as home order deliveries (19.6% and 14.7%, respectively), special promotions, such as discounts
and rebates, deferred payments, buy 1 get 2, among others (14.4% and 14.2%, respectively), and sale of
goods and services online or social media platforms (12.5% and 13.6%, respectively). These indicators
also demonstrate the importance of delving into issues of strategic orientation by acting on opportunities
in the environment and focusing their resources appropriately on certain types of operational actions
that could both be implemented and that would be profitable in the short term given the current demand
or needs, thus ensuring the viability and continuity of operations. However, it should also be noted that
the least operational action implemented was the offer of new goods or services to attend to the health
emergency with 3.4% of all companies. Although it is true that, due to the scope of this survey, busi-
ness experiences were addressed during April 2020, it would not ignore the possibility that innovation
attempts and results could be shown in the coming months.

The percentages of implementation of technical shutdowns or temporary closures derived from
COVID-19 are contained in Figure 4. It is noticeable that 40.4% of all enterprises did not implement
technical shutdowns or temporary closures during April 2020. It should also be noted that the distribu-
tion was relatively balanced between micro, SMEs, and large enterprises with 39.7%, 48.5%, and 55.9%,
respectively.

The number of calendar days that the enterprises did implement a technical shutdown or temporary
closure is shown in Figure 5. The majority implemented more than 21 calendar days (46.7%), being
68.1% among large enterprises, 54.0% for SMEs, and 46.1% for micro-enterprises. Considering these
indicators, it is interesting to distinguish the type of activities carried out by said companies and the type
of actions previously addressed in Figure 3.
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Figure 4. Implementation of technical shutdown or temporary closure due to COVID-19
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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Figure 5. Calendar days of the technical shutdown or temporary closure due to COVID-19
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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The main types of effects on companies derived from COVID-19 are described in Figure 6. As is
to be expected, the effects due to decreased income represent the major impact among all companies
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Figure 6. Types of effects on companies due to COVID-19
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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(30.5%), followed by a decrease in the demand and order cancellation (24.3%), lower availability of
cash flow (15.3%), and a shortage of supplies, raw materials, finished goods or materials acquired for
resale (11.3%). This same order of affectations is maintained among the micro-enterprises and SMEs.
In contrast, in large companies, the main affectation referred to the lower cash flow and the reduction of
the total amount of the salaries and/or personnel benefits with 24.1% and 17.25%, respectively.

An interesting topic to study refers to the reception of support and the sources of such support avail-
able during the pandemic, as well as the leading causes for not receiving them. This information is
summarized in Figures 7 and 8 below.

As shown in Figure 7 and Table 2, only 7.6% of the micro-enterprises, 10.3% of the SMEs, and
11.46% of the large enterprises received some support to face the health crisis, and the primary source
was coming from governmental instances. These indicators highlight the lack of an emerging support
plan and leadership of the Mexican government to counteract the effects of the pandemic, at least in
the short term, which has also been pointed out by other authors (Ibarra-Nava et al., 2020). This fact
raises additional research questions to expand on institutional conditions that can affect organizational
performance. In addition, to topics of strategic management from a contingency perspective within
governmental institutions. Table 2 below describes in greater detail the distribution of support received
by type of source.

Figure 8 indicates the main reasons why companies did not receive support against COVID-19. The
leading cause for all the firms corresponded to the lack of knowledge on support (37.4%), followed by
the complexity of requesting the support (18.2%), and the non-receipt of the support despite having asked
for it (17.5%). It is worth mentioning that for large companies, 26.1% indicated that it was not necessary
to request support, and 21.6% affirmed that the requirements asked were not met.

To complement the information above, Figure 9 describes the main types of support received, and
Figure 10 lists the most necessary policies to deal with COVID-19.
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Figure 7. Reception of support due to COVID-19
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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Figure 8. Causes for not receiving support due to COVID-19
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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While micro-enterprises and SMEs received support in cash transfers, large companies received tax
exemptions or reductions, tax deferrals, and payroll subsidies.
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Figure 9. Types of support received due to COVID-19
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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In line with the previous information, Figure 10 indicates that for micro-enterprises, the most neces-
sary policies correspond to the deferral of rent, mortgage, or charges for public services, closely followed
by cash transfers and access to new credit. On the other hand, SMEs and large companies indicate that
tax deferral and tax exemptions or reductions represent the most necessary policies. These findings are

Figure 10. Most necessary policies to face COVID-19
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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Table 2. Sources of support amid COVID-19

Compan Tc?)t;l 2‘;;2::;;f Government (Federal, Chambers Had not
“paiy Total onp State or Municipal / and business Other received any
size AR 2 0 Mayor’s Office) organizations type of support
support y 2 yp! pp

Micro 1,728,410 131,654 120,307 3,198 8,149 1,596,756
SMEs 128,261 13,191 8,849 1,791 2,999 115,070
Large 16,893 1,937 1,195 349 545 14,956
Total 1,873,564 146,782 130,352 5,338 11,693 1,726,782

Source: INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies (ECOVID-IE) 2020.

similar to studies in different contexts, such as Russia, where the most demanded measures to support
SMEs tax payment deferral regarding all taxes (Razumovskaia et al., 2020). Thus, the information on
these indicators is critical as it could lay the basis for developing support policies targeting companies’
various sectors and sizes. Therefore, the importance of deepening its analysis and triggering profiles of
companies that could benefit the most from the economic recovery plans for the following months and
probably years.

To finish with this analysis of qualitative indicators, Figure 11 recovers the income expectations of
the companies during the next six months.

Figure 11. Expectations of income for the next six months
Source: Own elaboration with data from INEGI (2020). Survey on the Economic Impact Generated by COVID-19 in Companies
(ECOVID-IE) 2020.
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Out of the total number of firms, 46.8% of micro-enterprises indicated that their income expectations
would decrease in the next six months, and 47.8% of SMEs and 56.15% of large enterprises. Although
these indicators refer to a specific period in time, a negative outlook looms with a long-term impact.

CONCLUSION

Derived from the need to identify the economic impact of COVID-19 in different productive sectors
in Latin America, this study provides relevant information about the reality of Mexican business. As a
result, the authors have identified the main health measures implemented, the operational strategies or
actions implemented, the sources and types of support received, the best support policies for companies,
and income expectations for the coming months. The approach to a descriptive study with qualitative
indicators allowed the authors to identify a series of issues related to strategic management in organiza-
tions facing adversity situations as a call for future studies to deepen their analysis and better understand
the effects of the pandemic in various axes.

On the other hand, the indicators presented in this study show the importance of deepening the analysis
of companies according to the characteristics of size by employed personnel to design a justified sup-
port strategy to reactivate those companies in a situation of emergency. Although the third and fourth
quarters of 2020 suppose negative expectations and records for Mexico, governments must propose
strategies aligned to the reality that entrepreneurs are experiencing in the face of the pandemic. Thus,
for micro-enterprises, the most necessary policy corresponds to deferral of rent, mortgage, or charges
for public services, closely followed by cash transfers and access to new credits. For SMEs and large
companies, tax deferrals and tax exemptions or reductions represent the most necessary policies that
the Mexican business community has indicated as decisive factors towards economic recovery. Policies
that will also condition the expected restrictions or limitations in the strategy of the economic reopening
plan towards the stage known as the “new normal,” such as those that have been clearly defined in other
areas (Torres-Toukoumidis et al., 2021).

The implementation of well-defined support policies could not only benefit companies in terms of
exemption from payments or extensions and access to new credits. Still, it could also provide the neces-
sary resource to implement more profitable strategic actions and even encourage product innovation
and services adapted to the latest market demands. In this study, it has been identified that only 7.8% of
Mexican companies received some support against COVID-19. Future studies should delve into whether,
in the face of this lack of support, the implementation of strategic actions in companies and innovation
could be conditioned and measure the organizational performance of those who did receive it.

The importance of regaining business confidence will be critical to face the following months and
possibly years. To a large extent, this trust will be supported by adequate and focused institutional support
programs and the right strategic decisions by the business community. All this requires being attentive
to the conditions in the environment, focusing resources more effectively, and implementing operational
actions to maintain viability and competitiveness in the market. The experience of the COVID-19 cri-
sis has once again demonstrated that valuable knowledge of organizational strategy could inform and
support the practice of strategic management. There are many reasons for this, as noted in this study.
However, the “big questions” cannot be answered unless knowledge is shared and multidisciplinary
research is deepened.
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KEY TERMS AND DEFINITIONS

Agility: It is a way to adapt and respond quickly to opportunities and threats in the environment.

Contingency Perspective: The contingency approach suggests that an organization’s most suitable
management style depends on the context or environment.

ECLAC: It refers to the Spanish acronym for CEPAL and stands for the Economic Commission for
Latin America and the Caribbean as one of the five regional commissions of the United Nations across
the globe with headquarters in Chile.

INEGI: Refers to the Spanish acronym for the National Institute of Statistics and Geography in Mexico.

Information and Communications Technology: (ICT): It refers to information technology (IT)
that integrates communications and computers, including software, and information manipulation, such
as storage, retrieval, and access.

State of Emergency: The government under extreme circumstances executes a series of policies to
regulate all types of activities for the safety and protection of its society.

Strategy: How organizations align their critical resources with the environment they develop, includ-
ing the organization’s core competencies, use of resources, and techniques.

Technical Shutdown: Itis defined as a total stoppage of a plant”s production for a determined period.
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ABSTRACT

COVID-19 has greatly disrupted lives and affected buying behavior of individuals. Countries were
forced to impose lockdowns, alongside the practices of wearing masks, social distancing and hygiene
have become the ‘new normal’. This situation forced consumers to re-work shopping habits, modify
food patterns, develop healthy eating and online shopping behavior. With multiple waves of COVID-19
engulfing countries, pandemic effects are here to stay, suggesting food marketers explore the continu-
ity of healthy food consumption with futuristic behavioral intention. For this purpose, this study uses a
behavioral model perspective built upon the theory of planned behavior. A general review of the litera-
ture on food choice behavior is used. The literature review shows an integrated framework indicating
linkages between the antecedents, consumers’ behaviors, and behavior intentions/consequences from a
sustainable behavioral model perspective.

INTRODUCTION

Consumption of food is a basic human need, and as a part of the social system is greatly influenced
by many factors including sociocultural, economic, marketing, amongst others. Steenkamp (1993) had
stated that given the complexity and diversity of the factors influencing individual food choice and
consumption is a call for researchers to draw insights on food behavior from the wide range of science
and social science disciplines that include food science, nutrition, medicine, psychology, physiology,
psychophysics, sociology, economics, marketing, and anthropology. In line to this, researchers have
found there are various factors influencing food consumption. For instance, Mak et al. (2012) identified
cultural/religious influences, socio-demographics, food-related personality traits, exposure effect/past

DOI: 10.4018/978-1-7998-7689-2.ch004

Copyright © 2022, IGI Global. Copying or distributing in print or electronic forms without written permission of IGI Global is prohibited.

printed on 2/8/2023 10:55 PMvia . Al use subject to https://ww.ebsco.conlterns-of-use


https://orcid.org/0000-0002-9803-0552

EBSCChost -

Impact of COVID-19 on Food Consumption and Marketing

experience, and motivational factors that affect tourist food consumption. Deshpande et al. (2009) found
that perception of current dietary, quality, perceived importance of eating a healthy diet, self-efficacy or
individual perception of being able to perform the advocated behavior and other environmental variables
are likely to influence healthy food consumption. Meanwhile, during times of crisis (like-economic
recession) factors such as product features and natural contents, economic issues, identity and sensory
appeal, mood, weight control and health, and convenience influence consumers’ food purchasing be-
havior, noted Theodoridou et al. (2017). Recent researchers (Liu ef al., 2020) found feelings of disgust,
knowledge, phobia, and social demographic factors such as age, household size, household income and
region are the main factors that influence specific food (e.g., insect) purchases and consumption. Thus,
as the above studies indicate there are various factors (sociocultural, personal, psychological, and so on)
which influence the purchase and consumption of food.

Meanwhile, during specific situational crisis like the unprecedented Covid-19 pandemic, people were
compelled to fundamentally change not only their way of living but also their consumption behavior of
goods and services. In fact, studies suggest that many people across the globe have started looking at
products and product-brands through a new lens. Indeed, Covid-19 has greatly affected the consumption
behavior of people, more so post the lockdowns that were imposed and, alongside the need to practice
the guidelines suggested by the World Health Organization (WHO) of social distancing, wearing masks
and maintaining hygiene, which have become the ‘new normal’ (Sheth, 2020), disrupting many of the
existing customers’ purchase and shopping behavior. For example, when the lockdowns were imposed
across nations consumers were forced to rework their shopping habits, they became more cost conscious,
developed a preference towards local products, started to engage in healthy eating habits, and, so on.
More interestingly was visible the dramatic shift towards e-commerce and online shopping (Asti et al.,
2021; Badenhop & Frasquet, 2021; UNCAD, 2020). Furthermore, with the Covid-19 pandemic spread;
the way consumers shop for their groceries has also changed. In that, to limit contact, people have
modified their buying pattern (and behavior), preferring to opt for online purchase of groceries through
orders placed via the internet, smart phones, delivery apps, etc. Consequently, this also required them
to make less number of shopping trips to a grocery store. Thus, unlike pre Covid-19 times, now people
have started living differently, purchasing differently, and in many ways, even thinking differently. Of
course, partly this can also be attributed to their line of thinking and reasoning which drastically changed
when lockdowns were imposed across nations. Needless to mention that the changed circumstances have
compelled people to realize the importance of consuming healthy and nutritious food, and alongside,
the need to purchase sustainable brands which offer them ‘valued choices’. In fact, a visible change in
consumer behavior was that instead of engaging in ‘impulsive’ and/or ‘on the go shopping and eating’,
people started doing ‘more’ cooking at home, and carefully plan their weekly shopping trips with the
focus being on ‘the core values’ rather than on the ‘weekly special offers’ (FoodMatters, 2020).

Incidentally, to gain an understanding on the Covid-19 pandemic effect which brought about widespread
changes in the way consumers buy food, their concern regarding food safety, and what they eat, during
April 2020 the International Food Information Council (IFIC) conducted a Covid-19 IFIC consumer
research survey through holding interviews with 1000 individuals. The key takeaways from this study
were identified as: (1) people are doing less in-person shopping and cooking more, with the spotlight
being on online grocery shopping, (2) there is scope for improvement with regards recommended health
habits and grocery shopping, (3) at grocery stores, employees need to take more actions regarding the
food safety, (4) food shoppers were most concerned about the health of the other shoppers and grocery
store employees, along with the fear of running out of staple foods, (5) although consumers purchased
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more packaged foods, they were concerned about the ‘healthfulness’ of these products, (6) there have
been changes in consumers’ eating habits, and lastly, (7) most people were confident regarding the safety
of the food supply and in the ability of the food producers to meet their needs (Food Insight, 2020).

The visible changes in consumers’ behavior due to the Covid-19 pandemic crisis were also observed
by other research scholars. For instance, the impact of Covid-19 on consumer food habits was found to
inversely vary based on personal attitudes, individual and household experiences, and characteristics
(Borsellino et al., 2020), changes are visible in the food consumption patterns of individuals before and
during the Covid-19 pandemic, noted Eftimov ef al. (2020). Interestingly, Danley (2020) reiterates this
by referring to the International Food Information Council’s (IFIC) 2020 Food and Health Survey, which
indicated that 85% of Americans have made changes in the food they eat or in the way they prepare food
because of the coronavirus (Covid-19) pandemic. Additionally, this study found the biggest change was
seen among 60% of consumers who stated that they were cooking at home more, one-in-three who said
they were snacking more, and a quarter who had said that they were thinking about food more than usual,
and about 20% who had reported that they were eating healthier than usual, more than usual, and more
pre-made meals from their own pantry or freezer too (Danley, 2020).

Thus far, studies have indicated the impact of post Covid-19 pandemic, and its effect on changing
the food consumption behavioral process of people across the world. While, this pandemic made con-
sumers learn to improvise and develop new consumption behavioral habits, scholars argue that even if
consumers go back to their earlier habits, it is likely to be in line to the current ‘new normal’ ways when
shopping and purchasing products and services (Mehta et al., 2020; Sheth, 2020). Also, the changing
demographics, government policies that discourage or encourage consumption (compulsory to wearing
masks, etc.) and technology advances (e.g., digital technology like mobile, cloud computing, etc.) are
likely to be major contextual forces in the development of new habits and consumption behavior in the
future, opined Sheth (2020). Furthermore, Mehta et al. (2020) suggest that the next normal could be
explored through adopting a spiritual approach in understanding consumer behavior; along with keeping
in mind the drivers of economies of consumption, saving and health.

Research scholars argue that consumer behavior varies significantly from place to place depending
on the cultures, geographies, location, etc. Usage of Al-augmented chatbots can help in creating valued
customer experiences (Sidaoui et al., 2020), and now with the pandemic spread, consumption behavior
has become more complex especially with consumer migration to virtual world and exposure to newer
influences. Hence, it is likely that consumers will adopt new habits and patterns of behavior for a longer
time, in response to the multiple waves of the pandemic (Puttaiah et al., 2020). Meanwhile, a recent
study (Radojevi’c et al., 2021) observed that health consciousness and healthy lifestyle can influence
food consumption behavior. Furthermore, given that a significant proportion of consumers are moving
towards buying healthier and more sustainable food, Borsellino et al. (2020) suggested this be treated as
an opportunity by manufacturers and retailers to explore re-engineering of the agro-food market towards
transition and adoption of more sustainable supply and production patterns.

While Covid-19 has initiated a conscious, healthier food consumption behavior among people, given
the unprecedented situation of multiple waves of the pandemic that seem to be affecting people across
countries is a call upon marketers to analyze the changed food consumption pattern of their market and
work out suitable food marketing strategies to cater to the modified consumer behavior, opined Sheth
(2020). Meanwhile, changes in the market dynamics due to the Covid-19 pandemic that led to a forced/
modified consumption behavior needs to be explored from a post Covid-19 scenario, which may throw
up possibilities of new consumer segments exhibiting new behaviors in the future, argued Mehta et al.
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(2020). This is suggestive of a research gap that needs to examine the modified consumption behavior in
the light of the ‘new normal’, and its likelihood to continue in the future. Extending this to food behav-
ior would raise the research question on identifying which variables (antecedents) led to changed food
behaviors and how to channelize the behavior intentions to create impact from a long term perspective?
Information in this context would be useful to work out marketing strategies that create awareness, for
bettering communications, and for the promotion of food products, which would help in building up
effectiveness in the long run.

Prior research scholars have used different theories like the theory of reasoned action (e.g. Petrovici
et al. (2004), and Randall and Sanjur’s (1981) food preference model (as cited in Mak et al., 2012) to
determine variables/factors influencing consumers’ food choice behavior. Going by these studies, we
propose to examine antecedents that influenced food consumption during the Covid-19 pandemic and
consumers’ intention to continue to engage in such behavior, and also determine whether these could
be extended to create a positive impact in the long-term consumption pattern. Accordingly, this study
has attempted to build upon the Theory of Planned Behavior (TPB)(Ajzen, 1991; 2020) and proposes
a framework suggesting marketers to evaluate peoples’ food consumption behavior by looking into
antecedents that lead to the purchase and consumption of healthier food products, and also to examine
whether intention to engage in such behaviors could be explored from a sustainable, customer centric
perspective. This line of contention is duly supported by prior studies which used the theory of Reasoned
Action/TPB to analyze different aspects of marketing (Shin et al., 2020; Yakasai & Jusoh, 2015). So,
also are researchers who noted consumer’s emotions (Jin et al., 2020), as well as attitudes are intention-
driven and affect their purchase intention (Woo & Kim, 2019), and emotional values affect consumer
trust, and motivates purchase intention (Watanabe et al., 2020), and others who claim that action and
motivational factors (categorized into symbolic, obligatory, contrast, extension, and pleasure) affect food
consumption (Mak et al., 2012).

Thus, the main aims of this study are: (1) To provide a general review of the literature on food choice
behavior that adds to the existing knowledge of how food consumption behavior is currently determined;
as well as to address knowledge gap from a post Covid-19 effectiveness perspective, and (2) To apply the
TPB by synthesizing the literature review themes into proposing an integrated framework; indicating the
linkages between the antecedents, consumers’ behaviors and the consequences or behavior intentions.

The chapter is structured as follows: in the following section, under literature review a brief on food
consumption behavior and its antecedents are discussed. In the section which follows this, effectiveness
on food consumption behavior through application of the TPB is first examined, and then the conceptual
framework suggesting extending the TPB to influence the behavioral intention in the context of healthier
food consumption behavior is proposed. Thereafter in the last section, the study’s conclusion is drawn,
the implications for both theory and practice are presented, and finally limitations that lead to avenues
for future research are discussed.

LITERATURE REVIEW
Food Consumption Behavior

Food as a basic human need is a vital source of nutrition and energy. Food consumption plays an important
role in the development of a healthy lifestyle as well as in the creation of hedonic experiences. Analyzing
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of food consumption behavior, involves a lot of complexity and diversity as it tends to vary depending
upon the social and cultural influences that exist in regions across the world. Given the involvement of
these influences in food choice and consumption decisions, Steenkamp (1993) had suggested the need to
draw insights from a wide range of science and social science disciplines, such as food science, nutrition,
medicine, psychology, physiology, psychophysics, sociology, economics, marketing, and anthropology.
In fact, prior studies on food consumption behavior have also supported this. For instance, cultural,
socio-economic, demographic, consumer attitudes, consumption habits, amongst others influence wine
consumption and consumers’ preferences (Gunay & Baker, 2011), socio-cultural and psychological
factors (e.g., cultural/religious influences, socio-demographic factors, food-related personality traits,
exposure effect/past experience, and motivational factors) can impact tourist food consumption (Mak
et al., 2012), the interplay of diverse fields on the consumer behavior can affect consumers’ choice of
food (Nair & Maram, 2014), food consumption behavior get influenced by a variety of factors includ-
ing individual (cooking skills, taste of food, knowledge, etc.), societal (social norms and peer pressure),
university related (campus culture and frequency of examination), and environmental factors (cooking
resources, food prices, etc.) (Kabir et al., 2018), social value plays a key role in influencing consumer
attitudes and intention to purchase green food products (Woo & Kim, 2019), in-store attributes and
consumer demographics influence food and grocery shopping behavior (Nair, 2018b; Nair & Shams,
2020). Apart from the above factors, researchers noted certain key external influences related to the
food itself (food-attributes and food values) could affect consumers’ food decisions (Martinez-Ruiz &
Goémez-Cantd, 2016).

Consuming food is important for all human beings, and, given that there are various factors which
affect consumers’ food purchase behavior/decisions, an understanding of the consumption pattern of
one’s target market would help organizations to work out suitable food marketing strategies. Moreover,
in the aftermath of the Covid-19 pandemic spread, the imposition of lockdowns and the social distancing
practices that are in vogue currently, has resulted in disruption of existing food purchase habits and the
related shopping behavior (Borsellino et al., 2020; FoodMatters, 2020; Sheth, 2020; UNCAD, 2020).
Indeed, the Covid-19 pandemic has driven consumers to opt for healthier and more sustainable food
patterns (Murphy et al., 2021; Borsellino et al., 2020). Another visible impact of the Covid-19 pandemic
spread is that e-grocery shopping has increased (Asti et al., 2021), with customers shopping for food
products at e-grocers operating multichannel supermarkets (Badenhop & Frasquet, 2021). Interestingly,
while the Covid-19 pandemic forced customers to opt for online shopping, research by GlobalData
revealed that around 68% of shoppers in the U.S. stated they would be using curbside pickup at stores
more in the future, and about 60% stated they would collect more of their online purchases from inside
stores (Repko & Thomas, 2020). This implies that in the future, customers are likely to look for phygital
shopping experiences. Hence, the post COVID-19 scenario will need retailers to blend these two channels
and provide new customer centric experiences. Additionally, Sheth (2020) noted that while prevailing
marketing strategies focused on research areas such as social media, emerging markets, and societal
marketing, the new promising frontiers of research is definitely going to be on ‘customer centricity’.
So, if one were to delve on this perspective in the post Covid-19 pandemic situation, it implies the need
of research to examine the influence of ‘customer centric’ factors that impacted people, modified their
food consumption behavior and their likely or proposed behavior in the future.
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Antecedents to Food Consumption Behavior

Given the importance of food consumption and its outcomes, literature review indicated prior research
scholars who focused on understanding consumers’ behavior and attitudes and/or perceptions towards
consuming food products (Deshpande et al.,2009; Mak et al., 2012; Nair & Maram, 2014; Nair and Shams
2020, etc.) In fact, some scholars attempted to understand the antecedents that influence food behavior,
and how these have impacted consumers’ responses towards food consumption behavior. For instance,
consumer attitudes towards the food (Khalek, 2014; Nystranda & Olsen, 2020; Torri et al., 2020) as well
as their personality traits and knowledge can affect their food-choice decisions and behavior (Ardebili
& Rickertsen, 2020). Meanwhile, the Covid-19 pandemic spread has brought about changes in peoples’
attitudes with a growing awareness on the need to consume healthy food and alongside consumers are
displaying willingness to change their food habits too (Borsellino et al., 2020; Danley, 2020; Demar-
est, 2020). Additionally, researchers like White ez al. (2020) found cognitive processes (e.g., attention,
language, memory, learning, and metacognition) could affect human perceptions and their responses to
food. Hence, the following research proposition:

RP1: Psychological factors affect consumers’ responsiveness in food consumption behavior

Since a long time, research scholars have referred to the role of attitudes and beliefs in human behavior
(Fishbein & Ajzen 1975), and that attitudinal factors and external conditions acting in combination can
influence human behavior (Guagnano et al., 1995). According to Fishbein and Ajzen (1975), attitudes
are determined by individual’s salient beliefs, and his behavioral intention depends upon prior formation
of the attitude and the subjective probability (or norms) of the particular beliefs. For instance, interac-
tion of experiential attitude and norms have a positive association with green travel intention, whereas,
interaction of instrumental attitude and norms have a negative association with green travel intention (Ru
et al., 2018). Similarly, prior studies related to food consumption behavior found beliefs and attitudes
affected behavioral intentions. For instance, Aikman et al. (2006) suggested the need to understand
how attitudes can influence food choice decisions and behavior, Minbashrazgah et al. (2017) found
consumer’s level of trust, food beliefs and perceived environmental responsibility had a positive impact
on green purchase intention. This implies that - more positively a person regards a certain behavior or
action and, this behavior is perceived as being important for human beings or the society (e.g. environ-
ment friendly), the more likely he/she is to form intentions to engage in such behaviors. Furthermore, a
recent study also found that attitude, subjective norms, and perceived behavioral control can be helpful
in the prediction of purchase intention (Lim & An, 2021). Hence, the following research proposition:

RP2: Consumer’s beliefs and attitudes can influence intentions affecting consumption behavior.

Typically, the culture and the society in which people live, the kind of contact these individuals have
with one another and the social groups they interact with, etc., influence their food choices. Indeed,
since long, researchers have been referring to the influence of socio-cultural factors such as culture,
family, peers, amongst others on the food behavior. Musaiger (1993) had found that socio-cultural factors
including beliefs, religion, food preferences, education, gender discrimination, and women employment
impacted food consumption patterns in Arab countries. Verstraeten et al. (2014) noted inter-related factors
such as the individual’s personal, culture-specific key factors (perceived food safety, lack of self-control,
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financial autonomy, habit’s strength) and changes in socio-cultural environment (socio-economic status
and setting) can influence food eating behaviors. Woo and Kim (2019) observed social value was a key
variable that influenced consumers’ attitudes and intention to purchase green food products. And, Povey
et al. (2000) found perceived social support moderated the relationship between perceived behavioral
control and intention, as well as the relationship between attitude and intention for healthy food con-
sumption. Hence, the following research proposition:

RP3: Socio-cultural variables can affect decisions concerning healthy food behavior intention.

The TPB can be used to examine the motivation of people’s intention and behavior, as well as to
explain the determinants and antecedents of purchase intentions (Ajzen & Manstead, 2007; Fishbein &
Ajzen, 1975). In fact, going by the assumption that intentions and behavioral processes of change are
a part of the larger goal construct, Bandura (2004) had asserted that goals include the motivation (e.g.,
intention) to enact the goal and the strategies used to engage in the behavior. In today’s globalized world,
there is a need to gain a broader understanding on consumers’ motivation and the characteristics of their
decision-making process so that it facilitates effective customer engagement, observed Suki (2017).
Consumer emotions’ (Jin et al., 2020), as well as emotional values affect consumer trust, and motivates
purchase intention (Watanabe et al., 2020). Consumer motivations encompassing both environmental
and hedonic dimensions can trigger green purchase intentions noted, Choi and Johnson (2019). Hence,
the following research proposition:

RP4: Emotions, Motivations affect peoples’ intentions as well as the subsequent behaviors.

Prior research studies have also referred to the influence of demographics on behavioral intentions and
food consumption behaviors. Demographics such as education have a positive influence on consumer’s
attitude towards buying of organic food (Paul & Rana, 2012). While, age (Nair & Shams, 2020) as well
as gender, education and annual household income affect the purchase of food and groceries (Nair,
2018b). Determinants and intentions to engage in collaborative consumption can vary based on certain
demographics like education, income, etc., observed Lindblom and Lindblom (2018). Gender wise dif-
ferences were found even though consumers’ attitude, subjective norm, and perceived behavioral control
significantly influenced their product purchase intention (Beldad & Hegner, 2018). Subjective norms
significantly moderated the relationship between attitudes and buying intention and between perceived
behavior control and buying intention (Al-Swidi et al., 2014). Hence, the following research proposition:

RPS: Demographics can affect the impact of subjective norm on purchase intentions.

THEORY OF PLANNED BEHAVIOR AND FOOD CONSUMPTION

The TPB is one of the most widely employed social-cognitive theories to understand the relationship
between intentions and behavior. According to this theory, "attitude,” is defined as “the degree to which
a person has a favorable or an unfavorable evaluation of the behavior in question” (Ajzen, 1991, p. 188)
and can encompass an individual’s behavioral intentions (which may be either positive or negative), after
assessing these to be affective (for example, pleasant or unpleasant) and instrumental (for example, easy
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or difficult) (Baker & White, 2010).This theory also refers to one’s behavioral intention e.g. a person’s
willingness or the amount of effort he/she is willing to exert to attain a goal (Ajzen, 1991), and is said
to be a very prominent predictor of one’s behavior too. Using of the TPB in food consumption is illus-
trated in Figure 1. In this context, other researchers have also supported this theory. For example, Kim
and Han (2010) asserted that intention is related to one’s relative strength of purpose in order to perform
certain behavior, while, Verma and Chandra (2018) claim attitude positively affect young consumers’
intention to visit green hotels.

Figure 1. Using the Theory of Planned Behavior in food consumption
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(Source: Adapted from: Ajzen, . 2020, The theory of planned behavior: Frequently asked
questions Human Behavior and Emerging Technologies)

Given that studies have reported about consumers having acquired new habits and shopping behavior
due to the Covid-19 pandemic (Sheth, 2020) which has also affected their food consumption behavior
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(Food Insight, 2020; FoodMatters, 2020), the current study intends to build upon the TPB in the context
of food behavior and examine it with a futuristic behavioral intention perspective. Also, variables such
as personality traits, demographic characteristics, life values etc., could be considered as background
factors that indirectly influence intentions and behavior, stated Ajzen (2020).Giving due consideration to
this, and building up on the TPB we have proposed a framework suggesting that food behavior acquired
during the Covid-19 pandemic, triggered by the Anfecedents (attitudes or beliefs and evaluation of the
attributes and outcomes, along with the value in consuming the chosen food), Subjective Norms (beliefs
about whether others are in agreement or disagreement to continue with the food consumption, along
with the degree of motivation involved in complying with the broad views), and Perceived Behavioral
Control (continue with the food choices later on in the future due to knowledge, awareness, health
consciousness, etc.) is likely to have an impact on the purchase intentions and food choice behavior of
people in the future too. Also, going by previous studies that found attributes and demographics influ-
ence food consumption behavior (Mak et al., 2012; Nair & Shams, 2020), we have incorporated these
factors into our proposed framework, suggesting these variables could also influence consumers’ food
purchase intentions. A further consequence suggests using effective communications and promotional
programs that help to convert food purchase intentions to actual purchases, and that satisfaction of these
could lead to customer loyalty in the long run.

Accordingly, is illustrated the proposed framework (Figure 2), which extends on TPB and recognizes
certain antecedents, subjective norms and perceived behavioral control factors that affect food consump-
tion behavior. We argue that the healthy food choice behavior displayed during the Covid-19 pandemic
are shaped on the basis of certain antecedents, subjective norms, perceived behavior controls, food/store-
attributes and socio-demographics that create certain consequences, visible in their behavioral intentions
in food consumption, and eventually purchase satisfaction could lead to customer loyalty in the future.

Previous studies have indeed referred to a link between peoples’ attitudes and their subsequent food
behaviors. For instance, Aikman et al. (2006) argued the need to develop a better understanding of
consumer attitudes (e.g., likes and dislikes), which influence people’s behavior and their food choice
decisions. Khalek (2014) found young consumers’ positive attitude towards halal food influenced its
consumption. Woo and Kim (2019) noted that while, conditional values (discounts, promotional incen-
tives, etc.) create positive consumers’ attitude, social values influence the purchase intentions of green
foods. And, Nystrand and Olsen (2020) found that utilitarian eating values are strongly and positively
associated to individuals’ attitude towards the consumption of functional foods, whereas, hedonic eat-
ing values are less strongly and negatively related to consumer attitude. Thus, it can be inferred that
consumers’ attitudes, beliefs and values act as antecedents to influence their food consumption behavior.

Many researchers have referred to the influence of social acceptance, and the related motivating fac-
tors that affect food consumption intentions and behavior. Higgs and Thomas (2016) argued on social
norms that influence eating behavior. Mak et al. (2012) in fact, identified five major socio-cultural and
psychological factors, namely, cultural/religious influences, socio-demographic factors, food-related
personality traits, exposure effect/past experience, and motivational factors (categorized into: symbolic,
obligatory, contrast, extension, and pleasure) which influence tourist food consumption. Gonzalez et al.
(2019) noted culture, motivational factors and food-related personality traits significantly predict travel-
ers’ propensity to consume local foods. Interestingly, Shin et al. (2018) observed attitude, subjective
norms, etc. can positively impact consumers’ intention to visit restaurants offering organic menu, and
also that this affected their intentions to purchase state-branded food products (Shin et al., 2020). Thus,
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Figure 2. Proposed framework: Extending Theory of Planned Behavior to futuristic food behavioral
intentions
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going by prior studies; social and motivational factors can be considered as antecedents that affect food
consumption behaviors.

Meanwhile, recent studies found consumers’ perceived behavioral control affect their food behavior
intentions. Pacho (2020) observed knowledge about organic food and health consciousness can indirectly
affect the relationship between attitude, subjective norms, and intention to buy it. While, Aliaga-Ortega
etal. (2019) claim nutritional warning (NW) labels on processed foods influence consumer attitudes and
affect their perceived behavioral control visible in their behavior e.g., either to choose or to eliminate
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processed food consumption. Thus, it can be stated that consumers’ behavioral control affects their food
choice behavior.

Additionally, in food consumption research, socio-demographics are recognized as factors that ex-
plain the variations in food consumption behavior (Gonzalez et al., 2019; Mak et al., 2012; Nair, 2018b;
Nair & Shams, 2020). For instance, gender wise differences are observed in the impact of subjective
norms on purchase intentions (Beldad & Hegner, 2018), socio-economic characteristics of consumers’
influences organic food purchase decisions (Radojevi’c, et al., 2021). Changing demographics (age and
family/ household size) are contextual forces (due to Covid-19) that may result in the development of
new habits and/or giving up old consumption habits claims Sheth (2020).

So, the discussion thus far, and as indicated in the proposed framework (Figure 2) consumer attitude,
belief and values, social and motivational factors, perceived behavioral control, and socio-demographic
characteristics are seen as antecedents that impact food consumption behavioral intentions. Consumer
satisfaction is regarded as a fundamental determinant of the long-term success of any business, and re-
searchers have investigated the impact of consumer satisfaction based on post consumption evaluations
such as behavioral and attitudinal loyalty (e.g., Cooil, et al., 2007). Hence, in the proposed framework
we argue that marketers must strive to convert the behavior intentions into actual food purchases, and
then work towards consumer satisfaction that earns customer loyalty in the long run.

CONCLUSION, IMPLICATIONS, LIMITATIONS AND FUTURE RESEARCH

While food is a basic human need; food consumption behavior is greatly influenced by the interplay of
a wide range of science and social science disciplines including food science, psychology, physiology,
sociology, marketing, amongst many others. So, gaining an understanding on the factors affecting food
behavior will enable food marketers to learn about their market’s consumption pattern which helps to
work out suitable marketing strategies. Additionally, the current Covid-19 pandemic has brought about
changes in the food consumption behavior, and initiated a conscious, healthier food consumption behavior
among the people at large. Meanwhile, recent scholars argue that the modified consumption behavior
due to Covid-19 throw up possibilities of new consumer segments exhibiting such behaviors in the future
(Mehta, et al., 2020; Puttaiah et al., 2020), and that this behavior is accepted as the ‘new normal’ which
is likely to continue; albeit modified by new regulations and procedures in the way consumers shop and
buy products and services (Sheth, 2020).

In the light of this situational requirement, to gain an understanding on the antecedents that triggered
the modified food consumption, and on how to cater to this changed food pattern in a sustainable manner,
the current study suggested a behavioral model perspective that is built upon the TPB. This is in line to
prior studies which indicated there were certain antecedents that led to the purchase and consumption
of healthier food products during the Covid-19 pandemic spread (e.g., Radojevi’c, et al., 2021; Sheth,
2020). Moreover, with the multiple waves of the pandemic continuing to affect countries across the
world, its impact on food consumption behavior, in turn, is very likely to be felt for a longer period;
probably even in post Covid-19 scenario. For instance, a Deloitte consumer tracker survey revealed
that while 40% of consumers want to buy groceries online, only 29% would like to buy them in-store
(Ramanathan, 2020). This implies, food marketers will need to invest on creating hybrid physical and
digital (or phygital) store experiences, with the focus being on providing more personalized or customer
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centric buying experience. A further indication is that food marketers and retailers would need to work
out marketing strategies keeping these in minds, as well as from a sustainable, long term perspective.

Applicability of the extension of TPB in food consumption behavior is visible in studies that found
food quality attributes elicit customer satisfaction and enhances return visits (Namkung & Jang, 2007),
as well as on purchase importance influence on customer satisfaction formation process and their loyalty
intentions (Tam, 2011). Furthermore, given that prior studies on food purchase behavior have brought
out the link between satisfaction and patronage intentions (Nair, 2018a), the impact of Covid-19 pan-
demic with consumers’ shifting towards purchase of healthier and more sustainable food in the new
world of phygital reality needs to be strategically explored. Moreover, amidst phygital reality and the
contemporary competitive scenario, food marketers would need to focus on customer centricity, e.g.,
by keeping customers in the forefront, the entire marketing team should work at creating fundamental
beliefs about customer service, customer relationship management, and customer lifetime value. Such
moves would foster positive valued customer experiences that can lead to satisfaction and loyalty in the
long run. Alongside, food marketers will be required to work for transiting towards more sustainable
supply and production patterns, as opined by Borsellino et al. (2020), is suggested.

The study provides implications for both theory and practice, which are discussed in detail below:

Implications of the Study

An implication of the study is building upon the TPB to examine the impact of the antecedents on food
consumption behavior during the Covid-19 pandemic spread, as well as proposing its scope from a
long-term perspective. In fact, going by prior studies that extended the application of the TPB in food
consumption (Lim & An, 2021), and other researchers who investigated the role of social norms, personal
norms (Higgs & Thomas, 2016; Pacho, 2020), and perceived behavioral control on food consumption
(Aliaga-Ortega et al., 2019), we feel that consumers food behavior in the post Covid-19 situation are
shaped based on these antecedents, thus, creating respectively certain consequences (e.g., behavioral
intentions) that needs to be explored. In that, the Covid-19 pandemic’s impact on food-purchasing be-
havior has indicated a consumer shift towards buying more healthier and sustainable food (Murphy, et
al., 2021), which should be strategically exploited by food marketers not only to satisfy this demand but
also in transiting towards a more sustainable supply and production pattern (Borsellino et al., 2020). Trip
Tripathy (Kaufman Rossin’s CEO, Board & Shareholder Business Advisory Services) stated “recent
data shows more consumers are shopping and buying online while brick and mortar continues to be an
important part of the customer journey for many brands. Thus, omnichannel is here to stay” (DeAngelis,
2021). In this context, a related challenge for marketers will be in figuring out the suitable customer
delivery model for catering to such changing behavioral patterns times.

While, Covid-19 has led to dramatic societal shifts affecting changes in consumers’ food practices
(Eftimov et al., 2020), this has also initiated healthier food consumption behavior (Danley, 2020; Food-
Matters, 2020; Food Insights, 2020; Murphy, et al., 2021), but with the occurrences of multiple waves of
the pandemic this ‘new normal’ is here to stay for a longer time too (Puttaiah et al., 2020; Sheth, 2020).
Also, now, with consumer acceptance of shopping online as well as at physical stores, they are expect-
ing phygital personalized/customer centric experiences, which need to be explored by the marketers.
Furthermore, these situational requirements imply that to gain profitably, food marketers would need to
examine how to adopt phygital practices that lead to food consumption satisfaction at all the outlets, and,
also can be sustained for a longer time in the future. Thus, future researchers could focus on exploring

71

printed on 2/8/2023 10:55 PMvia . Al use subject to https://ww.ebsco.conlterns-of-use



EBSCChost -

Impact of COVID-19 on Food Consumption and Marketing

how food marketers can develop customer centric models (Sheth, 2020), and through engaging with
customers in proactive, predictive, and personalized ways provide valued customer centricity experiences
which will further help them to create long-term, profitable customer relationships and improve future
viability (Komulainen & Saraniemi, 2019).

Another practical implication of the study is that given the influence of consumer demographics and
lifestyles of food purchase behavior (e.g., Nair, 2018a; 2018b) food marketers and retailers would need
to identify the specific socio-demographics, physiological, psychological, etc. factors (e.g., antecedents)
affecting their market’s food consumption pattern and work out suitable communications and promo-
tional programs. Furthermore, they should involve and encourage repetitive purchases by consumers
through adopting positive habit formation techniques (White et al., 2019), as well as by using trusted,
reputable sources of information (or media) to dispel fears/perceived stress on limited access to food as
the pandemic spreads (Je zewska-Zychowicz et al., 2020). Thus, in short, the management should aim
at involving and sharing value filled information on their food product and service offerings; prompting
consumers who have shifted towards healthy food patterns during the Covid-19 pandemic to continue
with the same for a longer period of time.

Another implication for the management is that consumers who have now learnt to order food online
may also opt for combining this with offline shopping once things get back to normal. So as to help
them in this new behavioral journey, the management must make strategic investments in technological
inputs usage to create lasting post-purchase customer experiences, prompting customers to remain con-
nected to their food brands in the future too. This may call for marketers to provide phygital experience,
e.g., they would need to adopt a multichannel approach and use marketing automation strategies and
digital technologies such as artificial intelligence, chatbot and augmented reality (Sidaoui et al., 2020),
for this purpose.

Limitations and Recommendations for Future Research

While secondary data (review of previous literature) has helped in providing insights on the different
aspects of food consumption behavior during the covid-19, it is not exhaustive. Empirical studies pro-
viding deeper insights regarding the influence of the antecedents (prevalent during pre Covid-19 times)
and its effect on the conscious, healthy food consumption behavior in the post Covid-19 times, needs
to be explored. Such studies throwing up insights on the specific aspects and/or factors that encourage
consumers to continue or discontinue their food consuming patterns in the future, could be examined
by future researchers.

When things get back to normal in the future and people start traveling to other places, a challenge
for the hospitality industry will be to develop innovative ways through adoption of newer technologies
which would facilitate work, travel and food consumption in a more convenient manner. Given that work
from home has gained popularity during the Covid-19 pandemic spread; how newer technologies can
aid in providing convenience at combining work, travel and food consumption is an area which needs
be explored.
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KEY TERMS AND DEFINITIONS

Antecedents to Food Behavior: The antecedents to food behavior refer to preceding or preexisting
phenomenon, events, variables, factors etc. that affect the food consumption behavior of people.

Behavioral Intentions: Behavioral intentions refer to the perceived likelihood or subjective prob-
ability of an individual to engage in a given behavior.

Customer Centricity: This refers to keeping ‘the customer’ as the focal point for all decisions con-
cerning the delivery of the products, services, and experiences so as to create valued customer experi-
ences, satisfaction, patronage intentions and loyalty in the long run.

Customer Satisfaction: Customer satisfaction is a quality of measurement that determines how
happy customers are with a company’s products, services, and capabilities.

Extension of Theory of Planned Behavior (TPB): Building upon the TPB which suggests that an
individual’s intention to perform a given behavior is a function of his or her attitude toward performing
the behavior, their beliefs regarding what others think they should do, and their perception of the dif-
ficulty or ease in performing that behavior.

Food Consumption Behavior: Food consumption behavior is with reference to peoples’ food shopping
and consumption patterns which provide key insightful information to food retailers and manufacturers,
who can then adapt their food products to suit the changing environment.

Healthy Food Consumption: A balanced intake of food choices that helps one to experience feelings
of calmness, high energy levels and alertness.

Impact of COVID-19 on Food Habits and Behavior: This refers to how the COVID-19 pandemic
has affected the day-to-day lives and especially the food intake behavior of people across the globe.

Phygital Experience: A marketing strategy that combines both online (digital) and offline (physi-
cal) store environments, makes use of technology to create a digital experience that is user-friendly and
seamless for the customer.

Societal Shifts and Changes: These are social norms or social movements due to external factors
such as environmental shifts or technological innovations, etc. that bring about disruptive shift in the
social status quo and behavior.

Sustainable Consumption: Consumer behavior displaying sustained food products choices and
patterns of consumption for a longer period of time.
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ABSTRACT

This chapter aims to show some concepts related to the importance of planning and strategic direction
as a fundamental tool for the sustainability of Colombian SMEs for a new world economic order and
present the proportionality relationship between this concept of strategic management and the organi-
zational components. Keys that explain it and facilitate its development, considering the modernization
model for managing organizations (MMOM), were developed by a group of researchers from the EAN
University in Bogotd-Colombia. It was found that market management, organizational culture, organiza-
tional structure, and knowledge and innovation management are the components that a high percentage
explain the strategic direction of this type of company on which priority improvement and innovation
activities should be developed in such a way ways that allow strategies to develop more smoothly to

achieve business objectives of effectiveness, efficiency, profitability, and sustainable development.
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INTRODUCTION

The Colombian economy relies on MSMEs (Micro, small and medium enterprises), as they represent
at least 90% of all firms, generate 73% of employment, and represent 53% of the gross production on
manufacturing, trade, and services (Ramirez-Garz6n, Pérez-Uribe, & Espinoza-Mosqueda, 2020). Their
importance has made them the main objective for several industries, and there is an interest to strengthen
them due to their role as job creators and their contribution to non-traditional exports (Rodriguez, 2005).

Regardless of their importance, there is still a lot to know about them, especially of microenterprises.
There is no consensus yet about the number of microenterprises in Colombia. For this chapter, the
authors use the definition of Law 905 issued in 2004, which considers as a micro, small, and medium
enterprise any economic activity performed by a person or organization belonging to the entrepreneurial,
agricultural, manufacturing, trade, or services sector, either rural or urban (Congress of the Republic
of Colombia, 2004).

Since the 70s, strategic planning has been a guide to fulfill organizational goals. At the same time,
top managers accepted strategic planning, but mid-managers and employees had lower acceptance lev-
els, considering it another way of filling forms (Castro, 2010; Perez-Uribe, 2018; Ansoff & McDonell,
1990). Since the 80s, strategic management arises as a continuous process to achieve long-term goals
stated by enterprises, in which managers and employees participate based on executing strategic plans
(Perez-Uribe, 2018).

This research aims to clarify some aspects and definitions of strategic management for a new world
economic order, oriented towards the construction, implementation, and feedback of strategic direction
in firms. Then, we propose the main topics related to its importance for SMEs (Small and Medium
enterprises). Finally, we establish the proportional relationships that may exist in firms by connecting
their strategic direction and long-term sustainability for a new world economic order. We will analyze
this relationship with the use of the organizational components of the MMOM (Model of Moderniza-
tion for Organizational Management) (Lopez, Ocampo-Guzman, & Pérez—Uribe, 2013) applied in 316
Colombian SMEs.

THEORETICAL FRAMEWORK

Hill and Jones (1996), Vidal (2004), Fuentelsaz, Polo and Maicas (2003), Dixit and Nalebuff (1991),
Manso (1991), Fernandez (2001), Perez-Uribe, Ocampo-Guzman, Salcedo-Perez, Pifieiro-Cortes, and
Ramirez-Salazar (2020), and others, state the importance of implementing strategy as an essential tool of
direction in a changing environment. As a result, strategic planning, as a primary methodology of stra-
tegic management, is done in the short, mid, and long terms, usually in five stages (Pérez-Uribe, 2018):

1. Description of the current strategy. It identifies what the organization has done during the last taxing
term regarding vision, mission, purpose, principles, values, objectives, process, and organizational
structure to identify and document them in the organization.

2. Strategic assessment, with the implementation of internal (strengths and weaknesses) and external
(opportunities and threats) analyses.

3. Strategic conclusions. They come from the two previous stages by proposing strategic options
linked to the objectives set in the organization. These two concepts are prioritized using adequate
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tools to define mid-term (2-3 years) goals and corporate or organizational strategies, depending
on the focus used.

4.  Strategic direction. Based on the previous stage, it is proposed by stating the vision, principles, and
values (long-term) to align them to goals and strategies (mid-term) of each process to structure the
fifth stage.

5. Less than one-year action plans. They are composed of activities, responsibilities, budget, due
dates, and management indicators to measure periodical advances.

Authors such as Arnaud, Mills, Legrand, and Maton (2016), Certo (2001), Rodriguez (2005), Mint-
zberg, Quinn, and Ghoshal (2006), CETDIR (2007), and Pérez- Uribe (2018) have highlighted the
importance of strategic planning from its position as an administrative function and as an activity that
affects all other functions and the organization as a whole.

Valencia-Maldonado and Erazo (2016) state that strategic planning aims to enable a consistent de-
velopment of organizations and coordinate actions of different areas by using unified criteria to solve
conflicts of interest, providing clarity to all organizational departments about the objectives and methods
to achieve them. This fact is crucial since it unifies the goals of all areas with those of top management.

The direction that is managed strategically is the focus allowing top management to establish a clear
path and to promote those activities necessary. Hence, all the organization moves in the same direction
(Camacho, 2002). This methodology provides managers different elements to prepare them to face
changes in the environment and all complex situations that managers must deal with (Dabic, Gonzalez-
Loureiro & Furrer, 2014).

Strategic direction or management’s primary objective for a new world economic order is to support
the manager in the continuous search for methods by developing a set of tools and conceptual maps that
allow finding systemic relations that exist between the manager’s decisions and organizational perfor-
mance (Saloner, Shepard, & Podolny, 2005).

The activity of strategic direction is related to setting objectives and goals for the organization and
keeping its relations with the environment to achieve its objectives, its coherence with the organizational
capabilities, and its awareness of the environment’s demands (Ansoff, 1997).

After defining different authors, it is necessary to consider that SMEs must use the strategic direc-
tion to remain in business for a new world economic order (Perez-Uribe, Trivifio, & Ramirez, 2015).
Therefore, the most accurate definition comes from Thompson and Strickland (2004), who define it as
the administrative process of creating a strategic vision, set objectives, formulate, introduce, and execute
a strategy, and then through time, adjust vision, objectives, procedure, or its execution if necessary.

Strategic direction is essential for the entrepreneurial development of Colombian SMEs for a new
world economic order, being a key factor for their sustainability and growth (Pérez-Uribe, Ocampo-
Guzmén, Ospina-Bermeo, Cifuentes-Valenzuela, & Cubillos-Leal, 2016). The instrument for SMEs’
strategic managementis different from that of big enterprises because of technological resources required,
language used, and the structure and culture under which it operates (Botero, 2011). All enterprises must
buy, transform, sell, and supply products. Therefore, regardless of the differences in size that influence
amounts invested, organizational cultures, and other operating differences, there is the possibility to set
a general tool for strategic direction (Pérez-Uribe et al., 2016) where corporate social responsibility is
of core importance (Saiz-Alvarez, 2018a).

To achieve its potential development, a firm must have a strategy to guide its path and values that
identify the company and the mission and vision as part of an adequate and planned direction. This fact
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will take to the integration of different areas or the organization around a planning system that breaks
cultural paradigms, allowing to visualize the way clearly and orderly in which organizational objectives
are being achieved, forecasting itself in the future. Thus, according to Perez-Uribe (2018), both mission
and vision are directional parameters that clarify the entrepreneurial goals for anew world economic order.

As mentioned in the abstract, this research is based on applying the MMOM in a group of Colombian
SME:s. This Model was created by the G3Pymes Research Group of the EAN University. It proposes
an improvement path to have better planning and strategies for SMEs to be sustainable by evaluating
comprehensively and systematically the state of the firm. This goal is achieved by prioritizing projects
or modernization of management and proposing descriptors, activities, and elements needed for estab-
lishing the paths to optimize the critical features of the firm (Lopez et al., 2012).

Between 2004-2019 the Model was applied to 316 Colombian SMEs from different industries. The
instrument evaluates 16 organizational components to identify managerial modernization and innovation,
valued and classified in four different levels, from 1 (basic) to 4 (most advanced) levels. An enterprise
reaches level 4 when implementing the best practices, therefore being considered a world-class SME
(Arias, Hernandez & Pérez-Uribe, 2018) (Figure 1).

Figure 1. Brief of the Model for Organizational Modernization
Source: Adapted from Ramirez-Garzon, et al. (2020, p. 28).
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The Model contains graphs for each component and a summary that shows the results of all 16
components. The information obtained with this assessment proposes a path for organizational improve-
ment and innovation to describe the current enterprise’s situation, find problems, potentials, and make

83

EBSCChost - printed on 2/8/2023 10:55 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use



EBSCChost -

Organizational Components That Explain the Strategic Direction of SMEs for a New World Economic Order

recommendations to execute plans, evaluate and innovate managerial practices that make sustainable
firms (Arias et al., 2018).

RESEARCH PROBLEM AND HYPOTHESIS

Based on the implementation of the Model as of December 2019, imports, we find two scores defined
by levels 1 and 2. Level 1 (survival level, the component with the lowest score) is determined when
SME:s do not have foreign suppliers. All other components are at level 2 (Figure 2), indicating that the
organizational components of management of the SMEs analyzed are at an internal development level.

Figure 2. Stages or levels in the MMOM
Source: Adapted from Ramirez-Garzon, et al. (2020, p. 28).
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The strategic direction plays a crucial role in developing this type of firm where challenges are to
find differences regarding management, criteria, and components to explain entrepreneurial behavior.
This result indicates the best strategies according to their characteristics, considering the impact of ob-
stacles when interacting with other firms that employ the best managerial practices. This fact is central
to developing Colombian SMEs for a new world economic order (Galvez, Cuéllar, Restrepo, Bernal, &
Cortés, 2014). Therefore, the research hypothesis is:

H1. The strategic direction is essential for the development and sustainability of Colombian SMEs
for a new world economic order, which depends on causal organizational components.

METHODOLOGY

Based on the concepts and the application of the MMOM (Applicative 1, version 9E) until 2019, the
authors used a statistical analysis model based on multivariate linear regression. In this model, qualitative
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and quantitative discrete variables were used to describe the influence of organizational components on
strategic planning, and therefore, on SMEs’ success in the long term.

Thus, 15 variables were chosen. According to the study concept shown in this document, strategic
direction, strategic planning, management, and strategic direction are considered proxies. As planning
is part of management and the strategic direction is a result of strategic planning (dependent variable),
the remaining 14 are independent variables. These independent variables are human resources manage-
ment, operation management, marketing management, organizational culture, organizational structure,
knowledge and innovation management, associativity, logistic management, social and environmental
responsibility, international business (imports and exports), technology, communication and information,
environmental economic surveillance and analysis, and financial management.

Ten hypothesis tests were conducted, assigning specific weights to each variable to determine which
of them have a more decisive influence on strategic direction as deciding factor for SMEs’ long-term
development. This article shows the results of the tenth test, which results in an equation with the vari-
ables that allow a smoother development of strategic direction (Table 1).

Table 1 Analysis of Hypothesis Testing

ANALYSIS DESCRIPTION

Since the P-value in the ANOVA table is less than 0.05, there is a statistically significant
relationship between the variables with a confidence level of 95.0%. The R-Square statistic
indicates that the adjusted model explains 76.5122% of the variability in STRATEGIC
DIRECTION. The adjusted R-Squared statistic, which is more appropriate for comparing
models with a different number of independent variables, is 76.2111%. The standard error
of the estimate shows that the standard deviation of the residuals is 9,77749. The mean
absolute error (MAE) of 7.39187 is the average value of the waste. The Durbin-Watson
(DW) statistic examines the residuals to determine any significant correlation based on the
order in which they are presented in the data file. Since the P-value is less than 0.05, there
is an indication of a possible serial correlation with a confidence level of 95.0%. Graph
the residuals versus the row number to see if any patterns can be detected. To determine

if the model can be simplified, note that the highest P-value of the independent variables
is 0.0088, which corresponds to KNOWLEDGE AND INNOVATION MANAGEMENT.
Since the P-value is less than 0.05, that term is statistically significant with a confidence
level of 95.0%. As a result, it probably would not want to eliminate any variable from the
model.

Dependent variable: Strategic direction.
Independent variables: marketing
management; organizational culture;
organizational structure; knowledge and
innovation management.

Source: The authors using Statgraphics Centurién XVI

FINDINGS

Statgraphics recommended removing ten components from the model given the weights, confidence
intervals, and statistical parameters. The components extracted were associativity technology, com-
munication, and information; human resources management; exports; financial management; imports;
environmental economic surveillance and analysis; social and environmental responsibility; logistic
management and operation management. The resulting equation is as follows:

Strategic Direction = -4,00917 + 0,213812*Market Management + 0,14467*Organizational Culture +
0,537331*0rganizational Structure + 0,105254*Knowledge and Innovation Management
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Tables 2 and 3 and Figure 2 show results of the multiple regression model that describes the relation-
ship between strategic direction and four independent variables, for which:

R-Squared = 76.5122%

R-Squared (adjusted for degrees of freedom) = 76.2111%
Standard Error of the Estimated = 9.77749

Median Absolute Error = 7.39187

Durbin-Watson = 1.79161 (P=0.0317)

Autocorrelation of residuals with delay 1 = 0.103455

These results show that 76% of strategic direction in the 316 SMEs analyzed is explained by market-
ing management, organizational structure, organizational culture, and innovation and knowledge man-
agement. Therefore, the hypothesis is confirmed. This finding is essential for academic, scientific, and
business environments since it proves the necessity of conducting activities in those four components
to have more agile strategies.

Table 2. Multiple Regression Analysis (Dependent variable: Strategic planning)

Parameter Estimation Standard Error Statistical t P Value
CONSTANT -4,00917 1,63568 -2,45107 0,0148
Market.Man 0,213812 0,0430803 4,9631 0,0000
Organ. Cult. 0,14467 0,0430714 3,35885 0,0009
Organ.struc. 0,537331 0,0396799 13,5416 0,0000
Kimanagement 0,105254 0,0399512 2,63457 0,0088

Source: The authors using Statgraphics Centurién XVI

Table 3. Variance Analysis

Source Sum of Squares Gl Median Square F Value P Value
Model 97162,3 4 24290,6 254,09 0,0000
Residual 29827,0 312 95,5994
Total (Corr.) 126989, 316

Source: The authors using Statgraphics Centurion XVI

Numbers for each variable correspond to its weight in the equation. Weights refer to the relevance
of each variable in the strategic management of SMEs. Therefore, the most relevant variable is organi-
zational structure (0,537331), followed by marketing management (0,213812), organizational culture
(0,14467), innovation and knowledge management (0,105254).
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CONCLUSIONS

Conclusions are presented for each of the variables of the equation. SMEs managers must concentrate
on them to have an effective strategic direction for a new world economic order:

Organizational Structure

It is the first variable to consider as it is of the highest importance. In organizational design, the structure
formally specifies the behavior of individuals in the organization. It aims to perform actions to reach
objectives, implicitly leading to establishing tasks and interactions necessary among all parties accurately
and successfully (Arévalo, Perez-Uribe, & Ocampo-Guzman, 2015). Besides, it creates ways and spheres
of communication among members and formal methods to behave and control (Denison & Mishra, 1995;
Pertuz, 2013). It can be considered a tool to put together coordination, division of labor, and technical
and social systems of an organization (Olabuénaga, 71995; Marin-Idarraga, 2012). If a person working
in an organization decides to leave, the organization must be capable of finding a person to replace him/
her. This fact enables the organization to face risks and strengthen itself as a unique and essential party
to have good management and function throughout the organization (Cruz, 2016).

Marketing Management

It is the second component in order of importance to strategic direction for a new world economic order.
According to Kotler (1999), it is based on two foundational perspectives:

1. Marketing Management. Learning, projecting, doing, and confirming the elaboration, recognition,
promotion, and distribution of a particular idea, good or service, obtain a mutual benefit between the
organization that supplies and the individual who obtains benefits. Marketing is a human activity aimed
at satisfying needs and wants by exchange processes. Considering a more open perspective in which the
firm is continuously exchanging, Marketing has a new focus in which organizations reach their goals
whenever they direct their efforts towards satisfying customer needs. Such focus links to customers and
the market economy, which assumes that what is produced, the way to create and the way to distribute
are linked to the customers’ preferences that influence individual decisions in a free market (Leonidou
& Leonidou, 2011), and

2. Strategic Management. It is based on a continuous study and analysis of customers’ needs as an
initial step to direct the enterprise’s management towards obtaining benefits. A strategic focus means,
first, studying the enterprise’s current situation and the evolution of its markets; and second, identifying
products, needs, and segments that could be attractive, to evaluate the degree of attractiveness of the
product, market, and segment (Ambrose, Anaza, & Rutherord, 2017).

Organizational Culture

It is the third component that explains the strategic direction for a new world economic order. Allaire
and Firsirotu (1984) found multiple theories regarding organizational culture. These authors classified
them as functionalist, structural-functionalist, ecological, historical, structuralism, mutualistic, symbolic,
and cognitive. This broad theoretical categorization can be synthesized into two general types of studies
on organizational culture. The first group deals with identifying variables that define corporate culture
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and their relationship with organizational results. The second group comprises cross-cultural studies
to associate characteristics of cultures from different countries or regions with organizational cultures.

In the first case, different models about characteristics shaping organizational culture have been
developed. One of the first was produced by Harrison (1972). He created a typology oriented to power,
role, task, and people, describing the foundational traits of an organization’s culture. Among the main
aspects of organizational culture are involvement, consistency, adaptability, and mission (Denison
& Mishra, 1995; Denison & Neale, 1996; Smerek & Denison, 2007, mentioned by Reyes-Martinez,
Barboza-Carrasco, & Vicuiia-Tapia, 2017).

Besides, like Denison and colleagues, Cameron and Quinn (1999) and Perez-Uribe (2012) developed
a theoretical framework for assessing and changing organizational culture and work environment. Such
authors proposed five types of organizational culture: hierarchy, clan, adhocracy, commitment, and market.

Among cross-cultural studies, the work developed by Hofstede (1980), cited by Oyserman, Coon, and
Kemmelmeier (2002), is recognized as fundamental. This work was the first to identify traits that allow
comparing organizational cultures between different countries. Its essential variables have been used in
several cross-cultural studies about organizational behavior. Such variables, initially, were individualism,
power distance, masculinity, and uncertainty avoidance; later, orientation to the future was included.
According to Oyserman et al. (2002), the Hofstede Model organized cultural differences into general pat-
terns, allowing comparative research, being the base for subsequent studies about cross-cultural research.

Innovation and Knowledge Management

It is the fourth component that explains strategic direction. It covers the whole organization, and from
a focus proposed by Dess and Lumpkin (2003), Johnson and Scholes (1997), and Perez-Uribe and col-
leagues (2020), there are three core factors related to the process of strategic planning: strategic analysis
(analysis), strategic formulation (election, decision), and strategic implementation (action). These plan-
ning processes are composed of different types of knowledge: physical, chemical, logic, social, which
have been incorporated into products and processes of the firm by qualified, experienced people who
work for the organization of third parties (universities, labs, consulting firms, etc.)

Knowledge, innovation, and technology are the most critical strengths when competing for a market
segment, given the social impact generated (Saiz-Alvarez, 2018b). The manager must recognize the
environment in which the enterprise competes, plans strategies, and develops plans and projects. This
fact implies the formal knowledge of clients to know their current and future needs, their behavior as
consumers, and the capabilities and weaknesses of competitors, suppliers, and associates who could
provide support if needed (Lopez et al., 2012). In this relation, technology is a crucial factor for devel-
opment. Current developments were almost unimaginable a decade ago, and their usefulness increases
exponentially. This fact is related to ICTs, which allow enterprises to accumulate large amounts of
information (Ramirez-Salazar, 2016). Sometimes, this situation is perceived as an increase of data for
decision-making that may cause an excess load. That is why technology becomes adequate support for
modern organizations in which strategic direction is used to reach objectives (Calderon-Hernandez,
2017). Thus, it is necessary to consider the strategic value and usefulness for the promotion that ICTs
can play for organizational sustainability (Perez-Uribe, 2018). The previous authors mention that the
main direct contribution of ICT for organizations is the increase of connectivity and information flows
with other business players linked to the firm. These relations facilitate reaching effectiveness, efficiency,
profitability, and improving quality of life and environmental management.
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CONTRIBUTIONS TO MANAGERIAL THEORY
Organizational Structure

This variable is the first to be considered with the highest importance. Every organizational structure
has dimensions that put together its essential characteristics: complexity, formalism, and centralization,
as follows,

1. Complexity explains how organizational activities separate from each other, which can be of three
types horizontal, vertical, and transversal. Horizontal: whenever there is a large number of diverse
activities, more specialized labor is required, which makes relations difficult since communication
becomes too technical and complex, with diversified terminologies, which leads to having multiple
commands. Vertical refers to the hierarchy of the organization. The higher the number of levels,
the higher the complexity. In addition, spatial or transversal differences increase the geographic
dispersion among people in the organization (Denison & Neale, 1996; Calixto, Plazas & Balaguera,
2013).

2. Formalism refers to the degree of standardization in the organization defined by the degree of
freedom that an individual must make decisions that directly or indirectly affect the organization.
Depending on the individual’s position, the organization will bestow on him/her a higher/lower
level of formalization. Thus, the lower the level of formalism, the higher the specialization and
training the worker must have (Al-Qatawneh, 2014), and

3. Centralization refers to the concentration of power to make decisions in an organization. There is
high centralization when top management makes decisions alone. Other levels only obey. When
centralization is low, people who can make decisions must be highly prepared (Madueny, Oluremi,
Fadeyi, & Akintunde, 2015).

Activities related to organizational structure that could facilitate the development of strategies for a
new world economic order, are, according to Lopez et al. (2013) and Pérez—Uribe (2007):

1)  Structure adjusted to strategy:
a.  The structure must adjust to guarantee the success of strategies implemented and clear for all
involved.
b.  The organization and functions manual must be periodically used, evaluated, and communi-
cated to improve processes.
2) Decisions must be made based on strategic planning:
a. Decisions are made after consulting and with the participation of those directly involved.
b.  Decisions are adjusted to strategic direction; indicators and results are evidence of this.
3) Standardization vs. Strategic planning:
a.  There is a certification for standardization and normalization. Both characteristics are part of
a worker’s daily habits.
b.  Handbooks or other standardization tools provide added value to strategic planning, evidenced
by indicators.
4)  Adaptation of the organizational structure:
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5)

6)

7)

a.  Theorganization chart, handbooks, and other tools for organizational structure are permanently
updated.

b.  Strategic direction sets the path for updating the structure, handbooks, or other systems.

Working in teams and by projects:

a.  Workers work and form teams naturally. Indicators and results evidence this fact.

b. The way of doing things enables permanently working by projects.

Records:

a.  They are complete and updated to learn and make decisions in real-time.

b.  Changes in the structure are based on strategic direction.

Information systems related to the organizational structure:

a. Information systems provide relevant data to trace and evaluate changes in the organizational
structure. Such data is used for decision-making.

b. Information is helpful for indicators to measure the relation between structure and strategic
direction.

c.  The information system is systemic, integrated, and facilitates change-oriented decisions.

Marketing Management

As the second component in order of importance to strategic direction for a new world economic order,
the marketing management activities that could be performed to facilitate the development of strategies
are (Lopez et al., 2013; Botero, 2011; Pérez-Uribe et al., 2009):

1)

2)

3)
4)

5)

6)

90

Orientation of the organization towards the market:

a.  The organization considers first the needs and wants of social actors, clients, users, or con-
sumers. The most important is to exceed their expectations and needs.

b.  The enterprise’s positioning and brands result from a researched and planned management
controlled by the owner and its team.

Marketing planning and control:

a. It has written marketing plans, forecast for at least four years.

b.  Marketing plans are traced, taking the corresponding corrective actions.

Market research: Market researchers applied to the needs of the enterprise are performed.

The behavior of the social actor, client, user, consumer, and clients’ segmentation.

a.  The buying behavior of customers and other social actors is known in detail.

b.  The enterprise knows the buying and consumption behavior of consumers and works based
on them.

c.  The firm knows the lifecycle of social actors and consumers and plans marketing action to
retain them. Results are traced.

Product strategy:

a.  Marketing research is performed, their results are used to develop new processes and products.

b.  Levels of products are known. There is a strategy to keep and attract satisfied customers.
Differentiated products are offered to the market.

c.  The lifecycle is known in detail. The product is differentiated, forecasting its future in the
market, and satisfying the social actors and clients.

Price strategy:
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a.  There is a cost system that is constantly updated, calculated by an expert.
The price strategy responds to the needs of the enterprise and the market.
c.  The organization is ready to respond to price changes from competitors or similar organiza-
tions quickly.
7) Distribution strategy and structure:
a.  The distribution strategy is well defined according to opportunities in the market. Constant
controls are performed to guarantee results.
b.  Distribution is performed, having complete information, control, and evaluation of market
penetration, product turnover, availability, and sales volume of each distribution channel.
8) Sales strategies:
a.  The sales force is constantly planned, managed, motivated, controlled, and promoted to get
the best results for it, the enterprise, and the market.
b.  The sales budget is calculated based on a planned sales and marketing research process, work-
ing with the sales force, forecasting scenarios, and control mechanisms.
c.  Sales strategies and tactics are based on the type of products and the market’s needs, clients,
buyers, and users. New technologies support tactics.
9) Communication strategy:
a.  There is a funded advertisement plan, which is controlled and whose results are known.
b.  There is a promotion plan based on market research, which is controlled and evaluated.
c.  The enterprise plans its participation in events such as fairs, trade missions, showrooms, etc.
The enterprise is aware of the effectiveness and favorable results of such participation.
d.  The enterprise performs promotion activities to channels and consumers and evaluates their
results.
e.  Public relations are adequately planned, and workers are trained to participate. Results are
evaluated considering benefits for the enterprise.
f.  There is a funded plan for direct marketing activities plan. Results are evaluated considering
benefits for the enterprise.
g.  There is permanent planning of promotional and personal merchandising, whose effects are
known and controlled.
10) Service to social actors, clients, users, and consumers:
a.  The enterprise has a clear customer service philosophys; it plans and controls customer loyalty
and trains and empowers its workers to offer the best customer service.
b.  Clients consider that the customer services offered by the firm are excellent.

Organizational Culture

It is the third component that explains the strategic direction for a new world economic order. According
to Pérez-Uribe (2011 & 2012), Lozano, Pérez-Uribe, and Ocampo-Guzman (2015), actions regarding
organizational culture that could facilitate the development of strategies are:

1)  To promote leadership:

a. Managementresponsibilities (board of directors or board of family members) in the enterprise
are clearly defined, documented, and known by those interested and are perfectly fulfilled.
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The role and participation of management as a leader to create, promote and keep a culture
of harmony at work is evident throughout the enterprise. There are indicators to demonstrate
this.

The activities to promote leadership skills at all levels are explicit throughout the enterprise.
The assessment and improvements of organizational culture work smoothly. There are indica-
tors to demonstrate this fact.

2)  To encourage participation and commitment:

a.

The activities to improve the authority and autonomy skills of workers work excellently. There
are indicators to demonstrate this.

The strategies to form teams to facilitate reaching organizational objectives work skillfully.
Formal and explicit commitments to provide a quick and satisfactory response to workers’
initiative work excellently.

3) To promote development and recognition:

a.
b.
c.

d.

The application of worker’s development expertly plans works.

Programs prepare workers for their retirement work in an excellent manner.

The organization references and compares its practices of development and recognition to
others applied at national and international levels. This fact works expertly, and the informa-
tion obtained is used for decision-making.

Recognition to individuals and teams that contribute to reaching organizational objectives is
explicit and visible throughout the firm.

4)  To create a dynamic environment for all workers:

a.

b.

Methods to analyze and provide a concrete response to alienation, anguish and stress gener-
ated by the climate work excellently.
Actions developed to promote human dignity and respect work skillfully.

Innovation and Knowledge management

Itis the fourth component that explains strategic direction. According to Ramirez-Salazar (2016), Ramirez-
Salazar, Perez-Uribe, and Salcedo-Perez (2018) and Pérez-Uribe and Ramirez-Salazar (2018), actions
regarding innovation and knowledge that could facilitate the development of strategies are:

1)  For innovation players,

a.
b.
c.
d.

The organization acquires external talent and combines it with internal talent.

The firm has the knowledge required to develop sustainable innovation activities.

The enterprise disposes of skilled and experienced workers to develop innovation activities.
The organization makes possible that worker’s ideas become projects and products.

2)  To develop a culture of sustainable innovation,

a.

o a0 g
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The firm integrates internal and external processes to innovate operations in economic, social,
and environmental dimensions.

The organization integrates its workers into open innovation networks.

The company recognizes innovations. Besides, it provides stimulus for it.

The enterprise is recognized as a leader in sustainable innovation in its industry.

The organization supports its innovation activities in the interaction and contribution of all
stakeholders with equity and justice.
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f.

The company makes it possible for all its workers to contribute to sustainable innovation
processes.

3) To develop infrastructure for innovation,

a.

The firm has established a management system of innovation activities, with indicators for
processes and results in economic, social, and environmental aspects.

The organization has implemented an innovative program based on values, looking for a bal-
ance of economic, social, and environmental aspects.

The corporation allocates funds to be used specifically and exclusively in innovation activities.
The enterprise has mechanisms, instruments, and regulations to protect the results obtained
with innovation activities and has established policies and strategies to protect its innovations.

4)  For the use of different types of innovation,

a.

The firm has an innovative program that includes product development focused on compre-
hensive sustainability.

The corporation has a program of systemic innovation of its productive processes aimed at
improving productivity, competitiveness, and sustainability.

The organization keeps looking for new markets and ways to commercialize its products,
using fair practices.

The enterprise develops capacities to adapt its organizational structures and management
systems to social, economic, and environmental circumstances.

The company keeps looking for new ways of comprehensive sustainable development for its
stakeholders.

5) To manage innovation capabilities,

a.

d.

The firm can create innovation in its products, production processes, ways to reach markets,
management systems, and business models.

The organization anticipates opportunities and threats in the environment.

The enterprise develops systematic solutions to take advantage of opportunities and threats
previously anticipated.

The company has developed capabilities to replicate innovation processes systematically.

6) Regarding technological matters,

a.

The firm must fully use technology to have friendly relations with the environment and the
community.

The organization needs to establish a technological action plan according to the strategy that
guarantees its sustainability.

The corporation must foresee technological changes and take anticipated actions to become
sustainable.

The company must use knowledge to adapt the technology to its social, environmental, and
economic needs.

7) Regarding knowledge management,

a.

b.
c.
d

The company acquires knowledge from collaborators from the industry and the environment.
The firm acquires, in an easy way, the necessary knowledge to solve problems.

The corporation shares knowledge with its stakeholders.

The organization uses its knowledge to solve problems.
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From the MMOM perspective, if its application continues, the same analysis could be carried out
with a larger sample of companies to observe if this affects the results obtained in the present study.
Likewise, other variables could be taken as dependent on testing their correlation with the rest of the
variables as independent and carry out their respective analyzes.
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KEY TERMS AND DEFINITIONS

ANOVA: Acronym of analysis of variance is a collection of statistical models and their associated
procedures. The variance is partitioned into specific components due to different explanatory variables.
It is used intensively in the analysis and design of experiments to evaluate the effect of treatments on
the variability of the response variable.
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CETDIR: From Spanish, Centro de Estudios de Técnicas de Direccion. It is an official Cuban or-
ganism dedicated to the business development and training of executives of the Cuban business system
and its governing bodies. It relies on research and consulting to promote more effective management
dynamics in organizations.

MMOM: The model of modernization for organizational management comprises 16 organizational
components that allow diagnosing the level of management of SMEs considering four levels of develop-
ment on a 0-100% scale defined by survival (level 1), internal development (level 2), interaction with
environments and markets (level 3), and world-class with best business practices (level 4).

MSMEs: Acronym of micro, small, and medium-sized companies. Depending on each country, they
are classified by the number of workers, sales, and total assets. In Colombia, they are classified according
to the manufacturing, commercial, and service sectors by the level of sales according to the taxing unit
defined annually by the National Tax and Customs Department (In Spanish: DIAN, Departamento de
Impuestos y Aduana Nacional). Sometimes, it is also used by the number of workers: Micro company
(up to 9 workers), small company (between 10 and 50 workers), medium company (between 51 and 200
workers), and large company (greater than 200 workers).

Organizational Components: They are the factors or elements that make up any business organiza-
tion in the light of the MMOM to achieve its objectives of effectiveness, efficiency, profitability, and
sustainability.

P-Value: In null hypothesis significance testing, the p-value is the probability of obtaining test results
at least as extreme as the results observed, assuming that the null hypothesis_is correct. A very small p-
value means that such an extreme observed outcome would be very unlikely under the null hypothesis.
Reporting p-values of statistical tests is common practice in academic publications of many quantitative
fields. Since the precise meaning of p-value is hard to grasp, misuse is widespread and has been an es-
sential topic in metascience.

Statgraphics Centurion X VI: It is designed for anyone who wishes to do serious data analysis with-
out investing weeks learning how to use a statistical package. It contains over 180 statistical procedures,
covering everything from summary statistics to graphical representation of data. Yet users do not need
to be a statistician to use the program. Everything is completely menu-driven, and there are tools such
as StatWizard and StatAdvisor to help the user use the program most effectively.

Strategic Direction: It is the “flight log” or the route that must be developed in the short, medium,
and long term of an organization that generally contains a vision (long term), a mission (short term),
objectives, and strategies in the medium term, an action plan (short term, less than a year) and a battery
of indicators.
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ABSTRACT

In an increasingly disruptive global environment, marked by the potential development of the Post-New
World Economic Order, more innovative, effective, and efficient logistics solutions are demanded. It
is necessary to offer radical improvements in logistics services through new models. It is considered
necessary to define the new concept of disruptive logistics based on three fundamental pillars: globaliza-
tion, digitization, and sustainability. This chapter aims to address the new concept, more effective and
efficient, in a highly turbulent environment that has become disruptive, with unpredictable, substantial,
and impactful changes. The most significant geoeconomics aspects that would condition a hypotheti-
cal Post-New World Economic Order are analyzed, the main factors of the global sustainable logistics
are studied, and the development of the concepts of Logistics 4.0 and Supply Chain Management 4.0 is
reviewed. Finally, as a result, the main aspects of the proposed new concept are analyzed.

INTRODUCTION

The COVID-19 pandemic has generated a global crisis that has completely disrupted the social, eco-
nomic, and political spheres, showing the high vulnerability of most countries to this type of threat, as
evidenced by their inability to respond effectively to these new crises generated by growing environmental
uncertainty (Haarhaus & Liening, 2020). This crisis has altered traditional socio-economic systems, and
the hypothesis that it will lead to restructuring towards a new world order, post-coronavirus, is begin-
ning to gain strength. Furthermore, this increased risk associated with infectious diseases, resulting from
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a global change that is rapidly altering human relationships and the environment, could trigger other
crises related to the imbalance of the environment, whose scope could be very harmful (McMichael et
al., 2020). Phenomena such as the use and abuse of resource consumption generating significant imbal-
ances in ecosystems, extensive migratory processes involving large population movements, population
aging, the tendency to concentrate the population of many countries in large urban centers, or climate
change and consequent increase in temperatures, seem to be driving forces for the contagion and spread
of these diseases.

However, in the face of the potential spread of these diseases, governments’ response and crisis man-
agement capacities in many Western countries have proven improvised, late, ineffective, and insufficient.
And these threatening triggers are also present in other equally devastating environmental phenomena,
such as the water crisis, failures in action in favor of the climate, natural disasters, combating extreme
weather, man-made environmental disasters, loss of biodiversity, or other increasingly present social
phenomena, such as cyber-attacks, political corruption, failures in global governance, economic war,
social instability, etc. It seems that humanity will be doomed over the next few years to have to live with
a succession of severe crises that will give rise to an almost permanent emergency (World Economic
Forum, 2020). It seems clear that this extraordinary situation is a new opportunity to promote an in-depth
process review of the global socio-economic system and its structural transformation to explore a new
economic order entirely focused on the principles of sustainability and sustainable economic development.

Indeed, we are witnessing an unprecedented modification since the New World Economic Order
that emerged after World War II. The global pandemic of COVID 19 has been the primary catalyst. The
United States and the Soviet Union then rose as the triumphant nations, with an ideological struggle to
impose and expand the benefits of their respective economic-political systems, which lasted until the
disintegration of the Soviet Union in 1991. The Bretton Woods Accords gave rise to the Monetary and
Financial Conference of 1944, in which the first world economic institutions emerged (among them, the
World Bank and the International Monetary Fund), and the creation years later, in 1948, of the General
Agreement on Tariffs Customs and Trade (GATT). Starting in the eighties of the previous century, a new
economic model emerged under the political auspices of Reagan and Thatcher, which has been called
neoliberalism, as a response to the economic crises generated in nations by excessive public intervention-
ism. The integration of national economies was also sought to promote international commercial and
financial integration in incipient and unstoppable globalization. To consolidate this process, the World
Trade Organization (WTO) was created in 1995, establishing a multilateral trading system. However,
starting with the terrorist attacks against the Twin Towers in New York in 2001, which showed a tremen-
dous real weakness of the society that until then had been a world leader, the hegemony of the United
States began to be questioned, and very particularly at the end of that decade with the irruption of the
international financial crisis. These significant changes have made many of these institutions obsolete,
increasingly pressured by the surge of emerging countries with a great capacity for growth and influence.
These institutions are forced to undertake a profound transformation not to disappear. China’s new and
increasingly prominent leadership with the United States, and a more and more weakened EU, have been
facilitated by the global evolution of the COVID-19 pandemic. A context defined like a Third World
War, but without violent conflicts or weapons of destruction, where economic intelligence and strategic
management are the keys to victory. In addition, a new ideological struggle has been generated to impose
and expand the benefits of their respective economic-political systems between the United States and
China in their struggle for world leadership (Arbelaez-Campillo & Villasmil, 2020).

100

printed on 2/8/2023 10:55 PMvia . Al use subject to https://ww.ebsco.conlterns-of-use



EBSCChost -

The New Concept of Disruptive Logistics

The impetus that the GATT and the WTO gave to world trade and the phenomenon of globalization
since the end of the 20th century is well known. This momentum led to the transformation of logistics
into an essential function. Logistics has become a critical element of business strategy in an increasingly
complex, dynamic, and uncertain global environment. It is the primary source of competitive advantage,
in whose evolution the polysemic and polyhedral concept of what is known as New Logistics (Ferndndez-
Villacafias, 2020). It is worth highlighting two factors that add to globalization: logistics sustainability
and its digital transformation.

Beyond the implementation of practices defined by environmental respect and the expanded concept
of sustainability to include social and economic dimensions, such as responsibility, ethics of social
behavior, sustainable economy, or new needs demanded by consumers, all of which is promoting very
significant changes in the distribution of value-added and global economic surplus. Although there
have been clearly positive effects on the environment because of the current pandemic, it is necessary
to emphasize that environmental problems have not disappeared. The climate crisis is part of our life
and represents an emergency that is still present. Thus, the importance of the circular economy, as an
overcoming of the traditional linear economy models of use and disposal, should be promoted and de-
veloped through operational models that allow transforming waste as a resource capable of generating a
new economic benefit. Without a doubt, the Post-New World Economic Order that might be established
should be entirely focused on sustainability.

On the other hand, the digital transformation effort of the public and private sector is being translated
into a new innovative scenario of value generation, the result of the connection and optimization of all
production, management, logistics, and commercial processes (Borda, 2016). This new scenario is tech-
nologically defined by the physical and digital world’s hybridization, where all the value chain elements
are interconnected (factories, machines, tools, warehouses, administration systems, vehicles, products,
among others). They work automatically, making logistics smart and creating global value networks
focused on the customer (Navarro & Sabalza, 2016). Thus, logistics models need to have innovative,
more effective, and efficient solutions capable of generating radical changes for the improvement and
rapid adaptation of the logistics services offered to this new disruptive environment. In addition to the
use of digital technologies, this requires integrating traditional lean & agile approaches into solutions and
the use of logistics intelligence, strategic anticipation, and prospective planning strategies, which allow
avoiding surprises and improvised logistics responses, deviant and insufficient. In this way, a global,
competitive, changing, and interdependent business logistics environment becomes hybrid and hyper-
connected. All this will allow us to achieve immediate responses in decision-making through intelligent
systems and processes, without variability, without errors, based on information captured in real-time.

In a highly disruptive environment, endowed with unforeseen, substantial, and impactful changes,
restructuring the Post-New World Economic Order will also affect leadership. It will be necessary to
promote a new concept of disruptive logistics supported on three fundamental pillars: globalization,
digitization, and sustainability. Therefore, it is needed to design this new concept that incorporates the
development of its permanent digital transformation processes within the paradigm of Global Sustain-
able Logistics.

This chapter aims to study the most significant aspects of this new concept of disruptive logistics,
identifying the key elements to advance towards its implementation in strategic terms within the frame-
work of the Post-New World Economic Order established after the pandemic. After the introductory
section, the chapter is divided into four more sections. In the first place, the most significant strategic
and geoeconomics aspects that will condition the Post-New World Economic Order are analyzed. Sub-
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sequently, the main determinants of the Global Sustainable Logistics paradigm are studied. Third, the
most significant conceptual aspects of Logistics 4.0 and Supply Chain 4.0 are examined, such as the
evolution of the new logistics, the conceptual basis of disruptive logistics. Finally, as a result, the main
aspects of the new concept are developed.

RESEARCH METHODOLOGY

The research has been developed using a qualitative documentary research methodology, applying a
descriptive and explanatory method on the research problem, generating new orientations, approaches,
and trends to properly guide the new proposed conceptual definition and the solution it represents.

The literature review has been used to include concepts and prior approaches essential to the inves-
tigated problem. The study has been carried out with sufficient detail, seeking its original aspects to
guarantee objectivity and avoiding incurring interpretive biases. An attempt has been made to perceive
the reality of the problem and integrate it coherently, guided by the author’s research and professional
experience in logistics.

TOWARDS A POST-NEW WORLD ECONOMIC ORDER

The world order can be defined as a systemic space determined by the union of political, strategic,
economic, diplomatic, and military interests, among others, where nations converge with marginal or
very marked influential patterns, and where regional conflicts, alliances, power blocs (e.g., European
Union), and multilateral organizations (e.g., United Nations) are solved. Its theoretical purpose is to man-
age differences and support common objectives that allow the well-being of the people to be achieved
(Arbeléez-Campillo et al., 2019). However, it seems that the strongest states have always imposed a
general law to force their will on the rest to ensure survival and achievement of their national goals.

Despite the asymmetric power relations developed in the bipolar world of the Cold War dominated
by the United States and the USSR, that would end with the Soviet collapse in the last decade of the 20th
century and the proclamation of liberal democracy, the market economy, and respect for human rights. In
the face of major conflicts or international catastrophes, it has always been possible to reach agreements
with good cooperation and exchange between the least aligned countries. Indeed, the prevailing world
order for many decades has been the consequence of the world reorganization after the Second World
War, when the victorious big economic powers, the United States, and the USSR, determined their areas
of geopolitical influence and the contours of the New World Economic Order.

All of this has also been a consequence of the consolidation of the project to update economic systems.
It should be noted that during the second half of the 20th century, the global community has experienced
an intense process of economic growth, doubling the standard of a living average of humanity since the
end of the Second World War (Kasper, 2015). This new global economic order is ideologically based
on two antagonistic approaches: capitalism and socialism. These approaches, despite conflicting, coin-
cided in their perspective of promoting economic development from the modernization of the economy
and society through better production systems and industrialization processes shaped by scientific and
technological advances.
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However, during the first two decades of the 21st century, the ideological contradictions of the current
international order and the shared drive for economic development have worsened, as a consequence of
the fact that their political-economic models are totally incapable of providing solutions to the significant
problems that arise against the humanity: climate change, natural disasters, loss of biodiversity, terror-
ism, drug trafficking, organized crime, food crises, infectious disease epidemics, cyberattacks, politi-
cal corruption, human rights violations, the extreme polarization of wealth, public and private waste,
unemployment, gender violence, etc. And all of this is especially shocking in the poorest countries. The
advantages of modernity have been selectively oriented for the exclusive benefit of privileged groups,
leaving large populations relegated to extreme poverty (Morales et al., 2019).

This situation has progressively degraded the institutions and political discourses that have served as
cement to the globalizing order, socially deteriorating the legitimacy of the representatives. However,
until the COVID-19 pandemic spread in 2020, there were few public statements about the decline of
the prevailing world order. From then on, the most impactful social media began to disseminate opin-
ions about the meaning of the ravages of the pandemic as a turning point in the world economic order,
given its profound and dramatic consequences driving a global economic recession, growing political
tensions, and even a major armed conflict, exceeding the capacities of many of nation-states (Lissardy,
2020; Barria, 2020).

The clearest example of these revision proposals is the World Economic Forum (WEF)’s “COVID-19:
The Great Reset” initiative to transform the global economic model after the pandemic. This initiative
offers to rebuild the world economy and international relations sustainably after the damage caused by
COVID-19. The plan was presented at the WEF headquarters in Davos (Switzerland) in May 2020, and
new meetings are planned to deepen its initiative and align it with the UN 2030 Agenda. “The Great
Reset” proposes restarting capitalism to put nature at the heart of the new economic system and establish
a new social contract that extols the dignity of every human being. The WEF proposes promoting fiscal
stimuli to relaunch the economy and use new parameters to measure the economic capacity of countries
since GDP, used as the primary indicator, does not consider the division of wealth or the quality of life
of people. In addition, companies are asked to modernize their ethical and environmental standards,
reducing carbon emissions, and investing in renewable energy and innovation. Beyond these measures,
the plan presents some ambiguity in the specific economic policy proposals. The supporters of “The
Great Reset” consider that if the appropriate measures are not taken, the world will become less and
less sustainable and egalitarian, which is why they request the participation of all global actors from
the public and private spheres (Schwab & Malleret, 2020). However, this plan does not seem to have
generated much interest in international public opinion, at less in this time.

In any case, from ending 2020 and the first months of 2021, a discourse of support for the current
model has been imposed in the face of these proposals for major reforms, proposing only the changes
and reforms necessary to alleviate the crisis and gradually return to the lost normality. The current world
economic order will probably continue its course. However, the contradictions of the prominent dominant
paradigms will surely deepen until, in another future conjuncture of great crisis, the conditions are suf-
ficient and necessary to achieve the proposal of a Post-New World Economic Order. In this sense, this
new order must address essential aspects to guarantee global sustainability. On the one hand, it would
be necessary to deconcentrate the accumulation of world wealth in a polarized and extreme way like the
one that exists today, making excessive use of non-renewable natural resources in an excessive desire for
profit. On the other hand, production systems must subordinate the search for economic growth to the
planet’s sustainability, using clean technologies and exceeding the energy use of fossil fuels (Parra, 2020).
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Today’s world is divided into three significant areas of influence formed around three great super-
powers: the United States, China, and the European Union, which try to shape the world according to
their economic interests. Using their significant influence, these areas and the nations involved compete
against each other.

Figure 1. Strategic triangle: Great power rivalry in the 21* century
Source: Koziej (2020)(GIS)

However, during the last decade, there has been a progressive international weakness of the European
Union, among other factors, for not having a strict foreign, defense, and security policy, a lukewarm
immigration policy, the Brexit crisis, and, above all, the failure of its management in the face of the
problem of the COVID-19 pandemic. As a result, the increasingly prominent role played by Russia in
the international arena has finally prevailed, in a relationship of political confrontation with the United
States based on its great military capacity and global influence, and a covert rivalry but of selective co-
operation with China. Figure 1 shows the strategic triangle of the current great rivalry for power, mainly
in military terms, between the United States, China, and Russia (Koziej, 2020).

Inany case, many analysts already consider that the current world can no longer be considered unipolar
or multipolar, but nonpolar. This fact means that the world is dominated by multiple actors who possess
and exercise various types of power. Many are not nation-states that have diluted their power in favor of
a large global structure made up of various regional and international institutions, global corporations,
civil society organizations, militias, and non-governmental organizations (Haass, 2008). Therefore, the
current geopolitical scheme is sustained by a community of actors that is very diverse and plural than
the one that existed at the end of the 20th century, which makes this scheme more complex and unstable,
and hinders the real possibility of achieving efficient governance at the global level.

Everything indicates that the hegemonic position of the United States will continue to weaken, and
other powers that are currently emerging, especially in Asia, will consolidate as poles of power with the
force to challenge the hitherto hegemonic power. A new consolidated order can take various forms of
governance. Still, it is evident that the forces shaping it are based on the rise of new powers in Asia, the
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consequent power and wealth shifts from the West to the East, and the central nation in the geopolitical
transformation underway is China (Peel, 2009).

An excellent example of this is the trade war that the USA and China have been waging in recent
years, where the WTO exercises an increasingly irrelevant position (Colombatto, 2020) and has not been
able to impose its regulatory capacity and act as a conciliator of the conflict. But the process by which
China has surpassed the USA as a world trading partner has been evolutionary and progressive. During
2000-2018, trade has increased by almost 150% in terms of its weight over world GDP, representing
59% in 2018. During these nearly two decades, international trade has progressively transformed in the
composition and volume of the merchandise traded and the nations in which the rest of the world relies
on its commercial relations.

Through this period, international trade has significantly transformed, not only in volume and com-
position but also in the countries in which the rest of the world relies upon its most important trade
relations, surpassing China to the USA in the global leadership as a business partner.

Based on the Direction of Trade Statistics Database of the International Monetary Fund, the Lowy
Institute based in Australia analyzed the evolution of the bilateral trade flows of different countries globally
to determine the most important trading partner between the USA or China, evaluating year by year, from
1980 to 2018 (Ghosh, 2020). Figure 2 shows the initial and final situation, from the US dominance to the
Chinese dominance. Before 2000, the USA was at the forefront of world trade, achieving the American
power 80% more commercial activity than China. In 2018, this figure had been reduced to only 30%,
with the Chinese giant becoming the leader in 128 of the 190 countries analyzed and achieving a totally
dominant position in Africa and Asia and a very significant one in Latin America.

China’s entry into the World Trade Organization in 2001 is seen as a turning point in its interna-
tional trade relations. A rapid change in its commercial economic policy began to occur from that year,
especially between 2005 and 2010. Over time, China’s dominance has grown dramatically, assuming
leadership and unseating, as we said, the United States.

But the matter must consider other dimensions. The USA and China compete in many ways to impose
their global hegemony, including in the commercial sphere, but it is also true that both nations need to
promote lines of cooperation, even in commercial matters, which obviously must be of mutual benefit.
It was necessary to reach a stable trade agreement that would guarantee that both superpowers would
benefit, a deal that we do not know if it has already been definitively attained.

Since the beginning of 2018, both parties have faced each other through an increasingly tense relation-
ship, raising mutual tariffs on bilateral imports of many industrial and consumer goods (see Figure 3), until
reaching a stabilized relationship in February 2020, with tariffs of approximately 20% by both parties.

While there appeared to have been a truce in the trade war in early 2020, having had a strong negative
impact on global growth, the COVID-19 pandemic seems to have tipped the balance in China’s favor,
allowing its sphere of influence has increased rapidly.

It is a struggle that is not exclusively commercial but is based on the rivalry for world leadership and
global hegemony. However, as a synthesis of this section, there is a multiplicity and diversity of actors on
the worldwide scene. Significant changes are taking place in terms of their ability to influence. Whatever
new world order may be generated, not only will it not be free from conflict and tension, but it can be
a very conducive means of creating them. We believe that, as J. Sachs has argued, the Post-New World
Economic Order of the 21st century will undoubtedly be based on the promise of shared prosperity that
does not currently exist but will very possibly carry the risk of global conflict (Sachs, 2008).
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Figure 2. The USA vs. China: A trade war to achieve global hegemony
Source: Ghosh (2020)(Lowy Institute)
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Figure 3. The USA vs. China: Trade-Weighted average tariffs (%)
Source: Ghosh (2020)(Lowy Institute), from Peterson Institute for International Economics, FT
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GLOBAL SUSTAINABLE LOGISTICS

Logistics has become a fundamental area to compete successfully in the global business environment
within the framework of an increasingly turbulent digital environment. The development of logistics
models has been spectacular in recent decades, exponentially increasing the effectiveness and efficiency
of logistics services. With it, the value provided to customers is increasingly concerned with corporate
social responsibility and global sustainability.

In conceptual terms, the global sustainability of the supply chain and, in general, of logistics manage-
ment implies a strategy of combining the organization’s environmental, economic, and social objectives.
This strategy must be transparent within the framework of the coordination system of business processes
within the company, which tries to optimize the economic results of each company and long-term sup-
ply chains (Carter & Rogers, 2008). This approach to sustainable global logistics is detailed in Figure 4,
which shows its main aspects of strategy, risk management, corporate culture, and transparency.

Figure 4. Concept and Implications of Global Sustainable Logistics
Source: Ferndndez-Villacarias (2019)(adapted from Carter & Rogers, 2008)
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In 2015, the UN 2030 Agenda established the Sustainable Development Goals, calling countries
of the international community and all significant social actors to a more intense effort in the social,
economic, and ecological spheres, above all, to fight poverty, reduce human inequalities, and combat
environmental damage. Although the achievements have been modest since the promulgation of the
2030 Agenda, sustainability has become a crucial aspect of business management (Rosati & Diniz,
2019) but insufficient to achieve global sustainability in such a degraded world (Caiado et al., 2018).
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It is still indispensable to continue promoting more sustainable business and logistics management in
all international community countries, implicitly integrating a critical assessment of all its activities
concerning social, economic, and environmental aspects (Yun et al., 2019).

The growing economic importance derived from the Post-New World Economic Order trends, which
we have analyzed, has derived the geoeconomics weight towards Asia-Pacific and African countries.
Also, it is necessary to extend and emphasize the search for less polluting energy transport solutions
and more sustainable solutions. Multinational logistics companies that offer their transportation services
globally are the most interested in sustainability, as they value it as an essential source of competitive
advantage (Bask et al., 2018). Likewise, sustainability has become a crucial factor in the competitive-
ness of industrial manufacturing companies, which is generating changes in the distribution of global
added value (Le et al., 2013).

As proof of the growing importance assigned to logistics sustainability for global competitiveness is
found on the sensitivity of the stock prices’ value to the awarding of awards for logistics sustainability
more than to other types of business awards, indirectly valuing investors the importance of sustainability
concerning business performance (Eroglu et al., 2016). On the other hand, a synergistic relationship
has been found between innovation in logistics sustainability and the implementation of logistics chains
(Cherrafi et al., 2018). Likewise, it has been found that the success of implementing sustainable practices
in logistics chains depends, among other factors, on the proper use of technological resources for transfor-
mation, information processing, and management and transportation operations (Watanabe et al., 2018).

After analyzing the concept of Global Sustainable Logistics, we can highlight the following aspects
as fundamental bases for its development (Fernandez-Villacafias, 2019):

Cultural change to reconcile economic growth with responsible consumption.
A long-term vision of the politicians responsible for its implementation, with the determination
of a competitive and efficient national and regional framework that facilitates an adequate alloca-
tion and use of resources, favoring the effective development of macro-logistics infrastructures on
which it relies, the competitiveness and productivity of companies.

e  The progressive social diffusion of environmental respect for a natural basis of sustainable
progress.

e  The development of a social policy considers citizens both “means” and “ends” to achieve non-
demagogic socio-economic progress.

e  The need to promote a permanent structured collaboration between public and private sectors.

Finally, it is necessary to briefly analyze the concept of sustainable investment, an approach that is
part of the philosophy of ethical investment. Today it is vital that companies comply with a series of
sustainable parameters when investing. Since the late 1990s, progress in applying the concept of sustain-
able investing has been continuous, with the decision to launch the Dow Jones Sustainability Index, the
first global index to introduce sustainability criteria.

For an investment to be considered socially responsible and within the framework of sustainability,
it must meet environmental, social, and governance (ESG) criteria. It is critical for companies always to
act based on them since they achieve greater profitability and commitment to society. The ESG criteria
cover the following aspects (Halbritter & Dorfleitner, 2015):

109

printed on 2/8/2023 10:55 PMvia . Al use subject to https://ww.ebsco.conlterns-of-use



EBSCChost -

The New Concept of Disruptive Logistics

e  Environmental criterion (E) allows making decisions based on how the activities of the companies
affect the environment.

e  Social criterion (S), according to which the impact that the activities carried out by companies
have on the community must be considered, in terms of diversity, human rights, or health care,
among others.

e  Governance criterion (G) emphasizes the impact that shareholders and management have, analyz-
ing the repercussions of government decisions on stakeholders in matters such as the boards of
directors’ structure, shareholders’ rights, and transparency.

NEW LOGISTICS, LOGISTICS 4.0, AND SUPPLY CHAIN 4.0
New Logistics and Digital Transformation

As we discussed earlier, the phenomenon of globalization within the framework of the New World Eco-
nomic Order has driven for several decades a profound transformation of global business structures and
promoted a new strategic mindset in business management based on the performance of international
markets. As a result, the logistics function has undergone in parallel a continuous process of develop-
ment and exponential transformation, becoming the fundamental support to satisfy the increasingly
demanding needs of customers at a global level and one of the primary sources of competitive advantage
for transnational companies. As a functional area with a minimal scope, logistics has developed and
evolved in all industrial sectors, giving rise to the so-called new logistics capable of responding to the
needs born from an increasingly complex, hostile, dynamic environment and global and uncertain. This
evolved concept of new logistics was based on the conceptual transition from a “push” strategic supply
perspective to a “push” demand perspective, developing new logistics models that are more sustainable,
efficient, agile, intelligent, adaptable, resilient, and scalable.

The response to the new determinants of the global environment has also caused changes in compa-
nies’ relationships with their suppliers and customers. Both groups are increasingly heterogeneous and
are moving from one focused on reducing supply, storage, distribution, and waste costs to one focused on
consumers. As a result, firms are more flexible and adaptive, systematically improving and integrating
service levels and managing supply chains from the beginning to the end of the string. Beyond the linear
supply chain in which the consumer is at the end, a complex network of socio-economic actors focused
on the consumer is identified. The consumer in this network plays the role of the evaluator of all these
actors involved, opting in their consumption by those they consider that best adapt to their changing
needs (Fernandez-Villacaiias, 2018). Figure 5 summarizes the main aspects of traditional logistics and
its evolution towards the new logistics.

On the other hand, we define digital transformation as the set of systemic processes, understood
integrally and necessary for applying digital technologies, which implies the strategic, organizational,
and cultural reinvention of the entity applied. It uses data, information, and intelligence to improve its
performance and the necessary capacity to adapt quickly to the disruptive changes that are generated in
the environment (Fernandez-Villacanas, 2018). The result is a new technological scenario that is induc-
ing a shortening of management cycles. Environmental changes are continuous and increase rapidly, at
a rate that will undoubtedly continue to accelerate exponentially. This technological revolution is caus-
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ing profound changes in the industry and society, economic prospects, work planning models, and how
man-machine interactions should be oriented (Barreto, 2017).

Figure 5. The Traditional Logistics vs. the New Logistics
Source: Ferndndez-Villacaiias (2018)
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The engine that drives change and causes this continuous acceleration is the digital revolution, mo-
tivated by the global expansion of the internet and the solid exponential evolution of information and
communication technologies. Thus, today we are totally immersed in the deployment process of digital
technologies that are profoundly modifying society in general and the business world (Evtodieva et al.,
2017). Although at the time, the development of information technologies represented a very significant
advance in the mechanization and automation of processes and an immense qualitative leap with the
subsequent connection of equipment between them, the development of digital technologies has expo-
nentially multiplied the connectivity of all public and private actors, including people.

The analysis of the evolution of disruptive technologies concerning their adoption and habitual ap-
plication by citizens, the productive-distributive sector, public administration, and educational systems
are shown in Figure 6. The practically reactive attitude that characterizes most countries’ public and
educational sectors generates an increasingly wide gap about the exponential evolution of technologies.
This attitude becomes more proactive in people and the productive-distributive sector, whose adoption
is more significant but insufficient. The growing gap in the adoption of digital technologies between
the public administration and the productive-distributive sector is worrying since it generates a potential
future conflict between the public and private sectors, with a delay and desynchronization that will tend
to grow due to exponential technology evolution.
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Figure 6. Disruptive technologies evolution and social changes
Source: Author
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Source: Frazzon et al. (2019)
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In any case, beyond these relative problems of adoption and technological evolution, the result of
the technical application to the productive-distributive field will allow immediate responses in decision-
making based on information captured in real-time, through systems and smart processes, without vari-
ability or errors, with total traceability in the process chains and total sustainability. Following Frazzon
et al. (2019), to summarize the impact of industrial-technological evolution on inventory and physical
distribution area, Figure 7 draws a parallel between the phases of Industry evolution (Thoben et al.,
2017), Logistics (Wang, 2016), and Supply Chain Management (SCM). In this comparative digital age
evolution, it is possible to highlight some relevant aspects (Frazzon et al., 2019):

Logistics 2.0 begins almost a century after Industry 2.0.
Phase 3.0 has started almost simultaneously for all areas: Industry 3.0 in 1969, Logistics 3.0 in
1980, and SCM 3.0 in 1985.
e  There is an absence of the SCM 1.0 and SCM 2.0 phases due to the characteristics and techniques
of SCM 3.0, which is the first phase of SCM and is more related to industry 3.0 and logistics 3.0.
e  SCM 4.0is still a theoretical phase, not fully applied, whose practical application has not yet been
consolidated to achieve full integration of supply networks.

Logistics 4.0

Industry 4.0 represents an essential evolution of the traditional approach to product optimization. During
the last decades, the design and location of the plants responded to the search for economies of scale based
on the volume of manufacturing and the economies derived from offshoring based on the lower costs
of the productive factors of the location areas. However, Industry 4.0 proposes an intelligent relocation
process derived from other elements of specialization and synergies. As a result, it creates different and
immense interconnected networks of production and storage units, with an intelligent operation, which
will achieve those raw materials, intermediate components, semi-finished products, and final product,
will have the necessary mobility. They will be perfectly synchronized in their guaranteed flows, partici-
pating in global supply networks and an intra-industry trade system. The result of all this is a new form
of the digital economy, known as hyper-connected and intelligent manufacturing (Evtodievaetal., 2019).

As an induced development of Industry 4.0 from which it comes, the concept of Logistics 4.0 arises
which, based on the advanced approach of the new logistics, has gained significant importance in the
business sector, both in entities that operate in local markets and, above all, those who distribute their
products in global markets (Tang & Veelenturf, 2019). Clearly, the development of Industry 4.0 could
not have been driven without addressing such a fundamental element of the industrial sector as logistics
(Winkelhaus & Grosse, 2019).

Following Szymarska et al. (2017), we define Logistics 4.0 from a double approach, as a set of firm
and mutually related processes among independent members using large amounts of data, and as a group
of autonomous systems and self-organized within other systems to create logistics systems integrating
separate subsystems made up of digital tools and technologies to support logistics’ processes.

The main objective of Logistics 4.0 is to solve the logistical and management difficulties derived
from reducing the life cycles of the products in global markets and, in general, the shortening of the
management cycles. The implications on the continuous variation of demand that makes its calculation
very complex make it necessary for more excellent connectivity and integration of global supply chains,
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fully linking their final and initial links. Likewise, it is required to have a great capacity to aggregate large
masses of data to estimate demand in real-time, rigorously and automatically, and to be equipped with the
capabilities of artificial intelligence and expert systems. These expert systems support specific decision-
making processes in uncertain and increasingly complex environments (Fernindez-Villacafias, 2018).

On the other hand, Logistics 4.0 implies the intelligent connection and optimization of all the pro-
cesses and elements of the distribution and supply networks to improving logistics functionalities such
as, among others, individual manufacturing fully adapted to each client with personalized offers, global
customer geolocation, and optimization of global routes, a greater capacity to manage orders and physi-
cal shipments of products; flexibility, and automation of payments; complete international traceability
of shipments; simultaneous multimodal omnichannel, international routes’ optimization, and reduction
of intermediate stocks and storage space (Strandhagen et al., 2019).

The main objective of Logistics 4.0 is to link the physical and the virtual in a symbiotic way to make
the industry, logistics, and markets intelligent, to implement an innovative and collaborative model, in
which the productive means are connected, the supply chains integrated, and the customer service chan-
nels are digital. This new hyper-connected and intelligent logistics will also facilitate the location with
greater precision to customers, both current and potential, and the knowledge in detail of their purchasing
behavior. Doing this will develop an effective treatment and interpretation of the data collected con-
cerning all processes. They are key concepts that support the development of Logistics 4.0 integration,
holistic vision, coherence, collaboration, innovation, and flexibility. The implementation of Logistics
4.0 will require the design and establishment of a new logistics strategy and the structure of a brand new
organization. Change management towards a new digital culture is necessary to design and implement
new methodologies and processes within the scalable framework of the progressive incorporation of
new digital technologies (Fernandez-Villacaias, 2020).

The future development of Logistics 4.0 has founded the Physical Internet logistics model (Montreuil
et al., 2010), which has been valued as an essential conceptual reference in the US and the EU to guide
the goal of the 2050 global logistics system. Physical internet would be a global logistics system that
integrates physical and digital media and total operational interconnectivity. This integration would be
achieved through the encapsulation, interfaces, and the design of the necessary systemic protocols sup-
ported by digital technologies. The system would be responsible for moving and storing physical objects
around the planet effectively, efficiently, and sustainably in economic, social, and environmental terms.
The main objective pursued by this logistics approach is the elimination of the voluminous inefficiencies
currently present in the logistics and waste management networks of international transport, emulating,
as a matrix idea, what the internet has developed concerning information flows on a global level.

It will be necessary to create an open market for transporting goods to implement this initiative
globally and to offer a unique business consortium throughout the planet, equipped with shared, open,
and adjustable distribution chains. As a result, products are transported in intelligent, modular, and stan-
dardized containers, which would allow comprehensive monitoring and control of each unit. For this, it
will be necessary to achieve a maximum level of global collaboration, redefining the competitive space,
eliminating the logistical processes of competition between companies, and concentrating the activity
of the competition only in the points of sale, physical or digital, in which the consumers will determine
the market shares (Montreuil, 2011).
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Supply Chain Management 4.0

Following Frazzon et al. (2019), we define SCM 4.0 as the approach to integrating and synchronizing
the entire value chain extended through the participating companies, using digital technologies to build
an interconnected, intelligent, and transparent system with multidirectional communication in real-time.
As a result, it allows managing the flows and the automation itself, creating an autonomous network
focused on the client, adaptable, intelligent, agile, and dynamic. End-to-end integration is undoubtedly
the core of SCM 4.0 through digital technologies, such as the Internet of Things, Internet of Service,
and other technical elements, allowing a network to be integrated, synchronized, remarkably dynamic,
and flexible in its applications. It is an innovation from the factory to the consumer (Figure 8).

Figure 8. Supply Chain 4.0 delivers innovation from factory to customer
Source: Alicke et al. (2017)(McKinsey & Company)
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The SCM function has focused on the analytical planning processes of supply, operations, and de-
mand and sales, based on its complete integration of suppliers to customers (Castro, 2019). The strong
trend towards individualization and personalization of products progressively increases the number of
references, with a permanent increase in customer expectations regarding service, order, and delivery
management and intense competition between the different supply chains. The resultis needed to redesign
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the chain for which digitization will be the fundamental tool to improve effectiveness and efficiency. We
obtain the SCM 4.0 that offers the following functional advantages (Alicke et al., 2017):

e  Faster, significantly reducing delivery time and advancing shipments through predictive demand
analysis, even before the customer places their order.

e  Greater flexibility, dynamic replanning through a continuous process in real-time, and the reor-
ganization of the chain, supply changes generated by changes in demand or supply, in changing
requirements or restrictions.

e  More individualization in demand management, micro-segmentation techniques, mass customiza-
tion, more sophisticated scheduling, and deliveries in the “last mile.”

e  Higher precision through logistical and economic performance-related key indicators automati-
cally inform the establishment of goals at more realistic levels. Also, automatic identification by
the expert system of risks and exceptions without human participation allows modifying aspects
of the SCM to eliminate or reduce risks.

e  Costreduction, through the automation and robotization of physical handling tasks in the logistics
processes of reception, storage, collection, packaging, and shipping, as well as with the use of
autonomous trucks. The use of Artificial Intelligence and Machine Learning supports optimizing
the use of storage and transport media.

RESULT: THE NEW CONCEPT OF DISRUPTIVE LOGISTICS

The previous sections have analyzed the substantial evolution of logistics in recent decades to become an
essential element of business strategy in an increasingly global, dynamic, complex, technological, and
uncertain environment. Likewise, the circumstances that could generate the emergence of the Post-New
World Economic Order, fuelled by the global crisis of the COVID-19 pandemic, are a degraded global-
izing system, with a social tendency towards political delegitimization, and great existing difficulties for
the sustainability of the planet. In any case, it seems undeniable that the changes and reforms necessary
to alleviate the crisis will be implemented in the short term, and little by little, they will return to the
lost normality. The significant changes of a new order will not occur now. However, the evidence shows
that the turbulent environment has become disruptive.

It seems necessary that from the development of Logistics 4.0 and Supply Chain Management 4.0,
with the help of digital technologies, logistics will continue to evolve rapidly to face disruptive environ-
ments. Changes are unforeseen, substantial, and impactful. Companies and global consumer markets
demand innovative, more effective, and efficient logistics solutions, generating radical improvements
in the logistics services developed.

Disruptive Logistics arises to advance and create the necessary business models that will make the
previous ones obsolete, integrating and emphasizing the latest disruptive technological solutions, the
traditional lean & agile logistics models. On the one hand, Lean Logistics corresponds to the long-term
efficiency of the organization, and to obtain the correct results, in the right place, at the right time, in
the right amount, minimizing costs, being flexible and open to change (Hinterhuber, 1994). On the other
hand, Agile Logistics corresponds to the effectiveness of specific operations in short-term approaches. The
rapid reaction to change and frequent deviations from plans make agility essential (Christopher, 2000).
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Given that the “lean” and “agile” approaches are opposite and complementary, logistics strategies
must combine Lean Logistics and Agile Logistics to respond to the different needs derived from the
disruptive environment, low costs (lean), and speed of delivery and response (agile), both of great value
to achieve effective and efficient logistics performance in disruptive environments (Aronsson et al.,
2011; Vazquez-Bustelo & Avella, 2006).

The new concept of Disruptive Logistics must be fully integrated into the analyzed paradigm of Sus-
tainable Global Logistics 4.0. The sustainability of the supply chain and logistics management, in general,
implies the establishment of a strategy that integrates the sustainability objectives within the business
process coordination system and in a transparent way. Figure 9 combines Logistics 4.0, SCM 4.0, and
Lean & Agile Logistics to cope with disruptive environments. Also, the development and implementation
of a global logistics solution, similar to the Physical Internet, comply with the ecological, social, and
economic restrictions that limit optimal logistics solutions and will condition operations and activities.

Figure 9. Disruptive Logistics concept
Source: Author
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As Figure 9 shows, a series of socio-economic, economic-ecological, and socio-ecological guidelines
will guide the planning, definition, and implementation of the systems transformation processes. The
new Disruptive Logistics has an excellent capacity for innovation and added social influence to modify
people’s behavior, eliminate harmful products, and generate changes in consumption habits typical of
the traditional linear market economy to promote a renewed circular digital economy.
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SOLUTIONS AND RECOMMENDATIONS

Global logistics management develops in a highly disruptive environment, in which changes are increas-
ingly substantial, unforeseen, and impactful. Today, innovative, more effective, and efficient logistics
solutions are demanded within a global sustainability framework, capable of generating radical improve-
ments through the integration of traditional lean & agile logistics models and disruptive technologies.

Regardless of when a restructuring of the Post-New World Economic Order would be imposed, it
is necessary to promote a new concept of Disruptive Logistics that has been defined and that is based
on three fundamental pillars: globalization, digitization, and sustainability. This new idea incorporates
the potential of the digital transformation processes of logistics systems within the paradigm of Global
Sustainable Logistics.

FUTURE RESEARCH DIRECTIONS

The study carried out on the concept of Disruptive Logistics within Global Sustainable Logistics 4.0
shows interesting lines derived from the research concerning a possible implementation of the Post-
New World Economic Order. Within these multidisciplinary lines of research, it would be necessary
to develop a new logistics concept related to the application of different disruptive technologies with
environmental, social, and economic restrictions. Also, socio-economic, economic-ecological, and socio-
ecological guidelines should guide planning, defining, and implementing this transformation process.
On the other hand, it is necessary to broaden the analysis of applied Disruptive Logistics, studying its
impact on logistics activities in real cases. These studies could be related to the reforms, changes, and
policies that nations will foreseeably propose, both in the public and private spheres, to alleviate the
economic and social crisis induced by the COVID-19 pandemic.

CONCLUSION

A conceptual review has been carried out of the aspects that condition the definition of a new concept
of Disruptive Logistics that can respond to the logistics management needs deriving from a hypothetical
restructuring of the current New World Economic Order and a real and moving disruptive environment.
As the most significant conclusions obtained from the research, we can highlight the following:

First, the New World Economic Order that the United States and the USSR imposed as victorious
powers after World War II has progressively degraded over the past two decades. Both institutions and
political discourses were the basis of the globalizing order that has deteriorated close with the legitimacy
of the representatives and the political system itself. Devastating environment, such as water crisis,
inaction in favor of the climate, natural disasters, the fight against extreme weather events, man-made
environmental disasters, loss of biodiversity, pandemics, added to other social phenomena, such as cy-
berattacks, corruption, failures in global governance, economic war, and social instability have revealed
the significant weaknesses of the current world order. It seems that this extraordinary situation, catalyzed
by the consequences of the COVID-19 pandemic, represents a window of opportunity to promote an
in-depth review process of the global socio-economic system.
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Second, although the decline of the prevailing order is evident, the current world economic order will
probably continue its course. However, the contradictions of the great dominant paradigms will surely
deepen until, in another future conjuncture of great crisis, the conditions are sufficient and necessary to
achieve the proposed Post-New World Economic Order.

Third, system degradation has transformed a turbulent environment into a disruptive and destructive
event, soitis essential to urgently integrate logistics systems into the sustainable global logistics paradigm
we have been analyzing. After this, humankind will fully assume the three-fold environmental, social,
and economic sustainability-related commitments.

Fourth, the Logistics 4.0 and SCM 4.0 development has evolved logistics to face disruptive environ-
ments, where changes are unforeseen, substantial, and impactful. Firms and global consumer markets
demand innovative, more effective, and efficient logistics solutions, generating radical improvements
in the logistics services developed. The exponential technological development creates a growing gap
concerning its application by people, companies, public administration, and educational systems.

Finally, because of all these ideas, the enriched concept of Disruptive Logistics has been proposed,
which arises for the advancement and creation of new business models, together with new digital technol-
ogy solutions and traditional Lean & Agile approaches. It will be necessary to develop and implement
a global logistics solution, similar to the Physical Internet, to fulfill ecological, social, and economic
restrictions limiting optimal logistics solutions and its capacity for innovation and social influence. As
aresult, it modifies people’s behavior, eliminates harmful products, and generates changes in consumer
habits to promote a renewed circular digital economy.
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KEY TERMS AND DEFINITIONS

Digital Economy: An economic system that primarily employs digital technology, especially elec-
tronic transactions made using the internet.

Disruptive Environment: It is considered one in which the changes are unforeseen, substantial, and
impactful, or in which the appearance of a new technology or work method directly influences the entities.

Disruptive Technology: It is an innovation that significantly alters how consumers, industries, or
businesses operate. A disruptive technology sweeps away the systems or habits it replaces because it
has attributes that are recognizably very superior.

ESG Criteria: Environmental, social, and governance (ESG) criteria are standards for a company’s
operations. Environmental criteria consider how a company performs as a steward of nature. Social
criteria examine how it manages relationships with employees, suppliers, customers, and the communi-
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ties where it operates. Governance deals with a company’s leadership, executive pay, audits, internal
controls, and shareholder rights.

Global Logistics: It is technically the process of managing goods through an international supply
chain, from its production to other parts of the world through intermodal transport system, transport via
ocean, air, rail, and truck. The effectiveness of global logistics is measured using international logistics
performance indexes.

Logistics 4.0: It is a strategic technological direction that integrates different types of technologies to
increase both the efficiency and effectiveness of the supply chain, shifting the focus of the organizations
to value chains, maximizing the value delivered to the consumers as well as the customers, by raising
the levels of competitiveness, transparency, and decentralization among the different parties through
digitalization.

New Logistics: This evolved concept of logistics is based on the conceptual transition from a push
strategic supply perspective to a push demand perspective, developing logistics models that are more
sustainable, efficient, agile, intelligent, adaptable, resilient, and scalable. The response to the new deter-
minants of the global environment has also caused logistics changes in companies’ relationships with their
suppliers and customers. Both groups are increasingly heterogeneous. They initially focused on reducing
supply costs, storage, distribution, and waste. Now, they concentrate on consumers to be more flexible
and adaptive, improve service levels systematically, and manage supply chains in an integrated manner.

New World Economic Order: This is the name given to the world economic order that prevailed for
many decades because of the world reorganization produced after the Second World War, with particular
geopolitical and geoeconomics areas of influence two victorious great powers, the USA and the USSR.
Despite the bipolar world of the cold war dominated by these superpowers, it was always possible to
reach agreements with good cooperation and exchange between the least aligned countries.

Post-New World Economic Order: A set of proposals for the reform of the New World Economic
Order that supports political-economic models that are considered obsolete, given that they are totally
incapable of providing solutions to the significant problems that arose against humanity: climate change,
natural disasters, loss of biodiversity, terrorism, drug trafficking, organized crime, food crises, infectious
disease epidemics, cyber-attacks, political corruption, human rights violations, the extreme polarization
of wealth, and private waste, unemployment, gender violence, etc.

Supply Chain Management 4.0: Logistics approach that integrates and synchronizes the entire
value chain extended through the participating companies, using digital technologies to build an inter-
connected, intelligent, and transparent system, with multidirectional communication in real-time that
allows managing the flows and the automation itself, creating an autonomous network focused on the
client, adaptable, intelligent, agile, and dynamic.

Sustainable Logistics: It is a logistics strategy that combining the environmental, economic, and
social objectives of the organization transparently, within the framework of the coordination system of
business processes within the company, which tries to optimize the economic results of each company
and long-term supply chains. The result wanted is to produce and distribute goods in a sustainable way,
taking into account environmental, economic, and social factors.
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ABSTRACT

This research has endeavored to focus on three major issues that are yet to be explored as per the ex-
isting literature on marketing. The first issue focuses on the Isoattribute curve analysis, rooted in the
theory of conjoint utility analysis. In other words, the first segment concentrates on the derivation of the
Isoattribute curve model which helps to attain the consumer equilibrium condition in a two-commodity
world (brand or non-brand products). The second segment of the chapter has transitioned from the
microeconomic model to the macroeconomic perspective based on a ‘single-country’ approach, i.e.,
USA, based on a derivation of consumer induction factor (CIF). Finally, the third and final segment of
the chapter extends its horizon at a larger scale by conducting a cross-country time-series study of 10
years (2009 — 2018) which redefines branding in an absolutely new dimension where the ‘brand values’
of seven sample countries are estimated by inculcating the socio-economic, political, and working en-
vironment factors as the major dimensions.

INTRODUCTION

This research work is my sole contribution to the existing literature of applied marketing, which is totally
original and seminal in nature in the sense that it has contributed to introducing three new concepts of
Isoattribute curve and Isopartworth line, Consumer Induction Factor (CIF), and Country Brand Value
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(CBYV) that would definitely help to advance the evolving domain of marketing analytics holistically as
they have originated from the foundations of Conjoint utility analysis, Consumer behavior, and Brand
analytics respectively.

The first segment of this article begins with the concept of Conjoint utility analysis. Conjoint utilities
measure customer preference levels depending on the attribute levels of the commodities (brands) con-
sumed and the partworths (relative weights) of the goods (brands) consumed. To quote Toubia (2018):
“The premise of Conjoint Analysis is to decompose a product or service into attributes (e.g., number
of minutes included, number of GB of data, charge for additional minutes, base price, etc.) that each
has different levels (e.g., 500 minutes, 1,000 minutes, unlimited). The output of a Conjoint Analysis
study is an estimation of how much each consumer in a sample values each level of each attribute. Such
preferences are called partworths because they capture how much each part of the product is worth to
the consumer”.

Conceptualization of the Isoattribute Curve and Isopartworth Line

By using the premise of the conjoint utility analysis, the foundations of the Isoattribute curve and the
Isopartworth line could be structured from a microeconomic perspective. An isoattribute curve may be
defined as a locus of points, each representing a combination of quantities consumed for two commodi-
ties under the non — brand category or two products under the same brand category which will yield a
fixed level of aggregate attribute at a given time. By maintaining parity with the property of indifference
curve, it may be stated that a higher isoattribute curve represents a higher attribute level for a consumer,
ceteris paribus.

An isopartworth line may be defined as the locus of points, each representing a combination of dif-
ferent partworths of two commodities under non — brand category or two products under the same brand
category within a fixed budget of a consumer for a given time.

The traditional tangency solution may attain the consumer’s equilibrium condition, i.e., by the point
of tangency between the isoattribute curve and the isopartworth line where the Marginal Rate of Change
(MRC) in the partworth (W) of each good must be equal to its Marginal Rate of Change (MRC) in the
attribute level.

The convexity condition of the isoattribute curve refers to the diminishing rate of Marginal Rate of
Technical Change (MRTC) between the attribute levels and partworths of two goods consumed. These
concepts are discussed in detail under the “Methodology” section and the “Theoretical framework of
Isoattribute curve analysis” subsection.

Derivation of Consumer Induction Factor (CIF): A Single Country Approach

In order to derive the Consumer Induction Factor (CIF) for the US economy, three major variables are
taken into account, and they are as follows:

e  Household final consumption expenditure per capita (in constant 2010 US$) growth rate or simply
Consumption Per Capita Growth Rate (CPCGR)(World Bank);

° The Global Innovation Index (GI)® (A joint collaboration of Cornell University, INSEAD
Business School, and World Intellectual Property Organization (WIPO)); and

° The American Customer Satisfaction Index (ACSI)®.
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These three factors (variables) are chosen very carefully, with specific objectives pertinent to the
formulation of CIF. The first variable, i.e., CPCGR, is to be considered the determining factor to interpret
the changes in the purchasing power of the consumers (population) of a given economy. An increase
in CPCGR is treated as a positive economic indicator of an economy regarding the growth perspective.
The second variable, GII, emphasizes the importance of innovation which positively influences the con-
sumption pattern of the population in general. The estimation of missing observations for GII of USA
for the years 2008 - 2010 are as follows (Table 1).

Table 1. Estimation of missing observations for the Global Innovation Index (GII) for USA

Year GII X GII*x x*x
2011 56.67 -4 -226.28 16
2012 57.70 -3 -173.10 9
2013 60.31 -2 -120.62 4
2014 60.09 -1 -60.09 1
2015 60.10 0 0 0
2016 61.40 1 61.40 1
2017 61.40 2 122.80 4
2018 60.13 3 180.39 9
2019 61.73 4 246.92 16
539.43 0 31.42 60

X = (Year — 2015) GII = 59.94 + 0.524x
GII for the year 2008 = 56.272 | GII for the year 2009 = 53.795 | GII for the year 2010 = 57.320

To quote Lam (2006, p.124): “Innovation can be understood as a process of learning and knowledge
creation through which new problems are defined, and new knowledge is developed to solve them.”
There are four major characteristics of factors that affect both the first and repeat purchases of a new
product/service by customers: adopter characteristics, innovation characteristics, firm characteristics,
and environmental characteristics. The adopter characteristics directly affect the purchase of a new
product and include adopter class, risk disposition, geodemographics, economic value need, and word
of mouth behavior. The innovation characteristics include relative advantage, relative cost price, per-
ceived usefulness, ease of use, and network externality. The firm characteristics comprise firm size, firm
marketing efforts, and firm reputation. The environment characteristics that drive new product trials and
repeat purchases include infrastructure, availability, demand for related products, and market conditions
(Shankar, 2009). The sixth and present generation of innovation model (Marinova and Phillimore, 2003;
pp- 45-51), termed as Innovation Milieux, states that “innovation stems from a creative combination of
generic know-how and specific competencies” and “territorial organization is an essential component
of the process of techno-economic creation” (Bramanti and Ratti, 1997; p. 5). Hence, technological in-
novation plays a significant role in diversifying the range of products/services in the market and boosting
the consumption demand and GDP of an economy.
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Finally, customer satisfaction is considered to be one of the most significant indicators of market
perceptions. Its principal use is twofold, as mentioned below:

a) The collection, analysis, and dissemination of data send a message to send a statement about the
importance of tending to customers and ensuring that they have a positive experience with the
company’s goods and services;

b)  Although sales or market share can indicate how well a firm is performing currently, satisfaction is
perhaps the best indicator of how likely the customers would opt for repeat purchase in the future
(Bendle et al., 2016; p. 49).

Thus, ACSI would be the automatic choice to gauge the country’s overall customer satisfaction across
all industry segments in the US economy.

The CIF is enumerated as the geometric mean of the Consumption per capita Relative (CPCR), Global
Innovation Index Relative (GIIR), and The American Customer Satisfaction Index Relative (ACSIR)
respectively for the period 2009 — 2018 (CIF = 100 for Base Year = 2008) [Discussed in detail under
“Methodology” section and “Theoretical framework of Consumer Induction Factor (CIF)” subsection].

Derivation of Country Brand Value (CBV): A Cross-Country Empirical Study

Although there is no universally accepted definition of “Brand,” the American Marketing Association’s
(AMA) 1960’s definition of a brand is well-accepted by the academics (especially from North America)
as ‘a name, term, design, symbol or any other feature that identifies one seller’s good or service as dis-
tinct from those of other sellers’(www.ama.org/resources/Pages/Dictionary.aspx ?dLetter=B, accessed
Sept 24, 2020).

The AMA'’s Dictionary of Marketing Terms has amended the definition of ‘Brand and Branding’ as
below:

A brand is a customer experience represented by a collection of images and ideas; often, it refers to a
symbol such as a name, logo, slogan, and design scheme. Brand recognition and other reactions are
created by the accumulation of experiences with the specific product or service, both directly relating
to its use, and through the influence of advertising, design, and media commentary (www.ama.org/
resources/Pages/Dictionary.aspx?dLetter=B, accessed Sept 24, 2020).

De Chernatony and McDonald (2003) produced a more comprehensive definition of successful
branding as: “an identifiable product, service, person or place, augmented in such a way that a buyer or
user perceives relevant and unique added values which match their needs more closely. Furthermore,
its success results from being able to sustain these added values in the face of competition”. Clearly,
the concept of successful branding of an entity should be multidimensional in nature. Although the
branding of the countries around the world had been attempted by the introduction of an index named
Anholt Ipsos Nation Brands Index® (NBI) (A joint collaboration between Simon Anholt and Ipsos) and
it had gained substantial popularity among its target audience over time, however, it failed to focus on
the multidimensional aspects related to the core objective of branding — especially, when it comes to
the point of branding countries across the globe that are uniquely diversified in terms of multiethnic,
socio-economic, political-legal, cultural and linguistic backgrounds.
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The NBI was formulated using six dimensions: Exports, Governance, Culture and Heritage, People,
Tourism, and Investment and Immigration (https://www.ipsos.com/sites/default/files/20-03-60_anholt-
ipsos_place-branding.pdf, accessed Sept 24, 2020). This Index, though it seems to be quite comprehen-
sive in nature, fails to address the major glaring issues that the countries are facing in the current global
scenario, such as economic recession, inequality in income distribution, level of human development,
quality of life, and social well-being, levels of unemployment and vulnerable employment, social cohe-
sion, and democratic environment. In order to address those issues, the concept of Country Brand Value
(CBV) has been introduced by applying the technique of Present Value (PV) criterion. There are eight
variables required to estimate the CBV of a country, and they are as follows:

a)  Gross Domestic Product (Annual) Growth Rate (GDPGR): It is required as an indicator of a coun-

try’s economic performance;

b) Unemployment Rate (Annual) (UNEMR): It is required to evaluate the impact of economic growth
on the labor market of an economy;

¢)  Vulnerable Employment Rate (Annual) (VEMR): It plays an essential role in determining the por-
tion of the labor force of an economy that is vulnerable to demand and supply shocks of the system;

d) red Employment Rate (Annual) (SEMPR): The annual SEMPR is calculated as the difference
between 100 and the sum of UNEMR and VEMR;

e) Human Development Index (HDI): The annual HDI estimates are required to analyze a country’s
progression/retrogression in terms of the scale of human development;

f)  Job Quality Index (JQI): The JQI (annual) is itself a broad-based index computed as the geometric
mean of 6 important variables termed as Earning Quality Relative (EQR), Job Market Security
Rate Relative JMSRR), Quality of Working Environment Rate Relative (QWERR), Mean Personal
Income Relative (MPIR), Life Satisfaction Index Relative (LSIR), and Dependent Employees Ratio
Relative (DERR) respectively (Base Year: 2007) which provides us a comprehensive overview of
the ‘job quality’ for the employees of a country;

g)  Gini Coefficient (GC): The annual estimates of Gini Coefficient (GC) have been included in the
formulation of CBV because it helps to give us a clear idea about the extent of unequal distribution
of income and wealth among the targeted recipient population of an economy;

h)  Fragile States Index (ESI): The FSI is itself a highly comprehensive weighted average based on
four broad dimensions of cohesion, economic, political, and social indicators. The higher score on
the scale for a country contemplates greater vulnerability in terms of failing to handle the socio-
political issues; and

i)  Fragile States Index Rate (FSIR): The FSIR is a simple ratio of the FSI score of a country divided
by the maximum possible score of 120 [Discussed in detail under “Methodology” section and
“Theoretical framework of Country Brand Value (CBV)” subsection].

Data Descriptions

The Metadata for the chosen variables to estimate Consumer Induction Factor (CIF) and Country Brand
Value (CBV) respectively are given below:
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Consumer Induction Factor (CIF)

Household final consumption expenditure per capita, or simply “(private consumption per capita), is
calculated using private consumption in constant 2010 prices and World Bank population estimates.
Household final consumption expenditure is the market value of all goods and services, including durable
products (such as cars, washing machines, and home computers) purchased by households. It excludes
purchases of dwellings but includes imputed rent for owner-occupied dwellings. It also includes pay-
ments and fees to governments to obtain permits and licenses. Here, household consumption expenditure
includes the expenditures of nonprofit institutions serving households, even when reported separately
by the country. Data are in constant 2010 US dollars” (World Bank).

The Global Innovation Index (GID® is a collaborative effort among Cornell University (USA), IN-
SEAD Business School (France), and World Intellectual Property Organization (WIPO). “The Global
Innovation Index (GII) is an evolving project that builds on its previous editions while incorporating
newly available data and that is inspired by the latest research on the measurement of innovation. The GII
relies on two sub-indices—the Innovation Input Sub-Index and the Innovation Output Sub-Index—each
built around pillars. Three measures are calculated:

1.  Innovation Input Sub-Index: Five input pillars capture elements of the national economy that en-
able innovative activities.

2. Innovation Output Sub-Index: Innovation outputs are the result of innovative activities within
the economy. Although the Output Sub-Index includes only two pillars, it has the same weight in
calculating the overall GII scores as the Input Sub-Index.

The overall GII score is the average of the Input and Output Sub-Indices (Score: 0-100) (https://
www.globalinnovationindex.org/about-gii#framework)

The American Customer Satisfaction Index (ACSD)® is the only national cross-industry measure of
customer satisfaction in the United States. This strategic economic indicator is based on customer evalu-
ations of the quality of goods and services purchased in the United States and produced by domestic and
foreign firms with substantial US market shares. The ACSI measures the quality of economic output as
a complement to traditional economic output measures. The ACSI was started in the United States in
1994 by researchers at the University of Michigan, in conjunction with the American Society for Quality
in Milwaukee, Wisconsin, and CFI Group in Ann Arbor, Michigan. The national ACSI score continues
to be updated quarterly on a rolling basis, factoring in data from 10 economic sectors and 46 industries”
(Score: 0-100) (https://www.theacsi.org/about-acsi/history)

Country Brand Value (CBV)
GDP Growth Rate (Annual) (GDPGR):

“Annual percentage growth rate of GDP at market prices based on constant local currency. Aggregates
are based on constant 2010 US dollars. GDP is the sum of gross value added by all resident producers
in the economy plus any product taxes and minus any subsidies not included in the value of the prod-
ucts. It is calculated without making deductions for depreciation of fabricated assets or depletion and
degradation of natural resources” (World Bank).
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° Unemployment Rate (Annual) (UNEMR): It “refers to the share of the labor force that is without
work but available for and seeking employment” (World Bank).

. Vulnerable Employment Rate (Annual) (VEMR): It “is contributing family workers and own-
account workers as a percentage of total employment” (World Bank).

) Secured Employment Rate (Annual) (SEMPR): It is calculated as the difference between 100 and
the sum of the Unemployment rate and Vulnerable employment rate. The labor force pertaining
to secured employment could be treated as resilient to demand and/or supply shocks of the labor
market.

e  Human Development Index (HDI): It “is a summary measure of average achievement in key di-
mensions of human development: a long and healthy life, being knowledgeable and have a decent
standard of living. The HDI is the geometric mean of normalized indices for each of the three
dimensions.

The health dimension is assessed by life expectancy at birth. The education dimension is measured
through schooling years for adults aged 25 years and more and expected years of schooling for school-
age children entering age. The standard of living dimension is measured by gross national income per
capita. The HDI uses the logarithm of income to reflect the diminishing importance of income with
increasing GNI. The scores for the three HDI dimension indices are then aggregated into a composite
index using geometric mean” [United Nations Development Programme (UNDP)]

e Job Quality Index (JQI): It “is estimated as a Geometric Mean of six Quantity Relatives of
Earnings Quality (EQ), Job Market Security Rate (JMSR) which is calculated as the differ-
ence between 1 and Job Market Insecurity Rate (JMIR) (expressed as a percentage), Quality of
Working Environment Rate (QWER) which is estimated as the difference between 1 and Job
Strain (JSTR) (expressed as a percentage), Mean Personal Income (MPI), Life Satisfaction Index
(LSI), and Dependent Employees Ratio (DER) (expressed as a percentage) [Base Year = 2007].
The Quantity Relatives are termed as Earnings Quality Relative (EQR), Job Market Security Rate
Relative (JMSRR), Quality of Working Environment Rate Relative (QWERR), Mean Personal
Income Relative (MPIR), Life Satisfaction Index Relative (LSIR), and Dependent Employees
Ratio Relative (DERR), respectively.

Formally,
JOI = (EQR X JMSRR x QWERR x MPIR X LSIR x DERR)"® (Roy, 2019)

The datasets of all the indicators (variables) are available at Better Life Index — Edition 2017 (Orga-
nization for Economic Co-operation and Development, OECD) http://stats.oecd.org/OecdStat_Metadata/
ShowMetadata.ashx ?Dataset=BLI&Coords=&Lang=en.

The Gini Coefficient (GC) “measures the extent to which the distribution of income (or, in some
cases, consumption expenditure) among individuals or households within an economy deviates from a
perfectly equal distribution. A Lorenz curve plots the cumulative percentages of total income received
against the cumulative number of recipients, starting with the poorest individual or household. The Gini
index measures the area between the Lorenz curve and a hypothetical line of absolute equality, expressed
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as a percentage of the maximum area under the line. Thus, a Gini index of O represents perfect equality,
while an index of 100 implies perfect inequality” (World Bank);

The Fragile States Index (FSI)® “produced by The Fund for Peace (FFP), is a critical tool in highlight-
ing not only the normal pressures that all states experience but also in identifying when those pressures
are outweighing the states’ capacity to manage those pressures. By highlighting pertinent vulnerabilities
which contribute to the risk of state fragility, the Index — and the social science framework and the data
analysis tools upon which it is built — makes political risk assessment and early warning of conflict
accessible to policy-makers and the public at large”. The FSI consists of 12 dimensions divided into
four major indicators having three dimensions per group, namely; Cohesion indicator with dimensions
Security Apparatus, Fractionalized Elites, and Group Grievance; Economic indicator with dimensions
Economic Decline, Uneven Economic Development, and Human Flight and Brain Drain; Political in-
dicator with dimensions State Legitimacy, Public Services, and Human Rights and Rule of Law; and
Social and Cross-cutting indicators with dimensions Demographic Pressures, Refugees and Internally
Displaced Persons (IDP), and External Interventions respectively. Each dimension’s score ranges from
0 to 10 (‘O’ being the ‘Best,” and ‘10’ the “Worst’), totaling a maximum possible score of 120 (https://
fragilestatesindex.org/).

The Fragile States Index Rate (FSIR) is the ratio of a country’s FSI score to 120.

LITERATURE REVIEW

By maintaining the structure of this article, this section has also been divided into three sections empha-
sizing conjoint utility analysis, consumer behavior, and branding, which are closely related to the three
core topics of Isoattribute curve analysis, CIF, and CBV analysis, respectively.

Conjoint Utility Analysis

Conjoint utility analysis is one of the oldest and commonly used tools in the field of marketing analytics.
Its origin dates back to the early 1970s’ (Green and Rao, 1971) and has its foundation in Mathematical
Psychology (Luce and Tukey, 1964). The conjoint utility analysis is a study of quantifying customer
preferences. One of the essential properties of conjoint utility analysis is that the number of attribute
levels may estimate the number of partworths in a sample. The number of partworths is estimated as
the number of levels (L) minus 1. However, each attribute at each profile has to be at the same level. It
is possible to describe the level of each profile of an attribute by using L—1 variables, given the number
of levels as L. (Toubia, 2018). The conjoint utility function may be expressed as below (Toubia, 2018):

u; =a,+ Y Bux, +e, (1)

where u, = Utility of i-th consumer for j-th profile,
o, = Intercept of the regression line for consumer i,
B, = Coefficient that determines the partworths of consumer i for attribute k. If there are L levels
in attribute k, this coefficient vector has a single row and L—1 columns,
X, = Vector that captures the level of profile j on attribute k. If there are L levels in attribute k, this
coefficient vector has a single row and L—1 columns,
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g, = Error terms.

The additive nature of the utility function above implies that it is ‘compensatory’ in nature. In other
words, there always remains a chance to compensate the lower value of an attribute by increasing the
value of another attribute. However, there always remains the scope of non-compensatory research in
the conjoint utility analysis. The non-compensatory rules are of five types (Toubia, 2018):

a)  Conjunctive: This rule allows consumers to ‘pass’ a profile if it meets a list of criteria, e.g., a car
with a certain body type and below a price level;

b) Disjunctive: This rule allows consumers to ‘pass’ a profile if it meets any one of the lists of criteria,
e.g., a car with a certain body type or below a price level,

c)  Disjunction of conjunctions: This rule allows consumers to ‘pass’ a profile if it meets at least one
conjunctive rule from the set conjunctive rules (Hauser et al., 2010);

d) Lexicographic: This rule is applied when profiles are ranked based on criteria that are sequentially
listed, e.g., cars are ranked based on price followed by their designs; and

e) Elimination by aspect: This rule is applied when profiles are eliminated from the choice set by
considering various criteria in a sequential manner (Tversky, 1972).

There are several formats of conjoint utility analysis. The most traditional format is “Ratings-based
Conjoint Analysis.” It requires the respondents to rate several profiles (usually between 12 to 20). These
profiles are assumed to be rated independently from each other by the consumer. This method has its
major limitation in the sense that it does not reflect the real-world situations where consumers have
their alternative choices. A popular format of conjoint utility analysis that is more technically sound is
“Choice-Based Conjoint Analysis (CBC).” This format has the option to choose among alternatives ac-
companied by the option of “no choice” also. This format is much closer to real-world scenario since a
consumer always opts for ‘better’ alternatives than the existing products/services available in the market,
and in case no such alternative is found, he/she may opt for “no choice” (Louviere et al., 2000).

The major disadvantage of this format is that it is both time-consuming and expensive. Apart from
predicting market shares and optimizing product lines, conjoint analysis is also used to infer the “Will-
ingness to pay (WTP)” for any product/service. For example, if the partworth for a price level p, is Bpl
and at the price level P, of another partworth is BPO, then if Py<P)> the condition [)’po > ﬁpl holds for the
consumer as she prefers the lower price. Hence it may be stated that for a reduction in the price of $1,
the consumer’s change in utility level will be (8, =, )/ (p, — p,) - Assuming that the utility level is
linear in nature, in case of change in partworths from f, to 8 with attribute levels 1, and I respectively,
the WTP for the consumer may be estimated as (8, — 8, )(p, — p,)/ (B, — B, ) - which may be used
as a standard equation to estimate the WTP of a consumer for partworths of two different attribute lev-
els.

Finally, it must be essential to treat conjoint utility analysis as a market research tool that can only
approximate real-world scenarios. Innovation and the introduction of new technologies would definitely
help advance its methodical applications in the future to quantify consumer preferences better.
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Consumer Behavior

The foundations of consumer behavior models are stated below (Lilien, Kotler, and Sridhar Moorthy,
1992; pp. 19-135):

a) Behavioral learning: This theory states that a consumer’s experience determines her future behavior
of purchasing;

b)  Personality research: The attribution theory of reconciliation of a consumer’s purchasing behavior
with the behaviors of others and existing social normative beliefs dictate her future consumption
behavior;

c¢) Information processing: It studies both the idiosyncratic structure of an individual consumer’s
decision-making processes along with her behavioral changes about pre-conceived norms and
standards; and

d) Attitude models: This paradigm deals with studying a consumer’s intention and her resulting at-
titude towards existing social norms and beliefs.

There are five stages that a consumer supposedly goes through before purchasing a product/service:
need arousal, information search, evaluation, purchase, and post-purchase feelings (Lilien, Kotler, and
Sridhar Moorthy, 1992; pp. 19 - 135). These stages are briefly described below:

I)  Need Approach: The epoch of purchasing process is need arousal. A need can be activated through
internal or external stimuli. The internal stimuli are often physical needs, and external stimuli
consist of audio-visual triggers such as advertisements, announcements, sales promotions, etc.

II) Information Search: Depending on the intensity of stored need, the consumer is faced with two
states. The first state is known as heightened attention, where the individual becomes extremely
alert regarding the information about need and its instant gratification. The second state is called
active information search, where the consumer, under the conditions of more intense need, searches
for relevant information pertinent to his / her complete satisfaction and gratification.

III) Evaluation: The evaluation stage has two components. The first component is called perception,
which refers to the consumer’s perceptive belief(s), guiding him/her to influence the buying deci-
sion. The second component is termed preferences driven by the buyer’s perceptions.

IV) Purchase: The purchasing stage involves the consumer’s perception of the brand, expected utility
from the brand, and uncertainty that affects purchase probability.

V) Post-purchase feelings: The post-purchase feelings of a customer are twofold: first, if he/she is
satisfied with the quality of the product/service, then he/she will purchase it again, and second, the
consumer is likely to communicate his / her feelings about the product to other potential customers
who are seeking information.

Modern theories of consumer behavior are based upon a behavioral perspective. The behavioral
perspective model treats behavior at the molar level compared to individual responses (Foxall, 2010).
The central perspective of the behavioral perspective model is the consumer situation which directly
influences the shaping and maintenance of consumer behavior (Foxall, 2007). The dependent variable
in the consumer behavior analysis is response rate (Fagerstrgm and Sigurdsson, 2016). When a response
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is strengthened or weakened by the presence/absence of stimuli that follow a consumer’s response is
called operant behavior (Catania, 2013).

The key independent variables incorporated in the behavioral perspective model related to the con-
sequences of consumer behavior are reinforcement (utilitarian or informational) and punishment (utili-
tarian or informational), where reinforcement is the tangible functional and economic benefits derived
from the purchase of products/services, ownership, and consumption (utilitarian), social appreciation
or appreciation (informational); and punishment, as a process, encompasses those factors which have
yielded negative reinforcements to the consumers like the cost of consuming, relinquishment of funds, etc.
(utilitarian), and aversive consequences of consumer behavior guided by social network (informational).
The different types of stimuli are a) physical (e.g., point-of-purchase promotion, store brand, etc.), b)
social (e.g., salesperson, other consumers in the store, etc.), c) temporal (related to specific occasions),
and d) regulatory (rules and regulations related to contingencies) (Foxall, 2005).

The Behavioral Perspective Model (BPM) is essentially an extension of “three-term contingency”
based on operant behaviorism. Formally, it may be expressed as below:

SP—>R-—>S"
where SP: An element in the environment; R: Response; and S: Another element (external) in the back-

ground facilitates reinforcement (Foxall, 2016) (Figure 1).

Figure 1. Summative behavioral perspective model (BPM)
Source: Foxall, 2016
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Finally, when principles and techniques developed in fundamental behavior analysis get transferred
from the animal laboratories (as a part of the behavioral study) to analyzing consumer choice patterns
in real open settings (Sigurdsson and Foxall, 2016), the concept of matching analysis emerges. The
matching law was discovered by Herrnstein (1961, 1970), and now it has been researched worldwide
(Baum, 2002; Logue, 2002). The matching law is a molar law which states that relative response rate
(behavior) matches its relative reinforcement on concurrent interval schedules of equilibrium (Davison
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and McCarthy, 1988; Herrnstein, 1997). For two response possibilities, the strict matching law may be
expressed as:

B,/(B,+B,)=R,/(R,+R,) 2)

where B stands for specific choice for actions ‘a’ and ‘b’ respectively, and R stands for a response for
actions ‘a’ and ‘b’ respectively.

The concept of melioration succeeds the matching law. Melioration predicts that the customer will
always prefer a higher reinforcement value each time commensurate with his/her behavior (Sigurdsson
and Foxall, 2016). It is applicable for short-run consumer behavior analysis and not the long run (as per
rational choice analysis). The process of melioration may be expressed by an equation below:

dic, /(G +G)]
dt

=V, -V) 3)

where C_and C, are money spent on actions a and b in time t, and V_ and V, are values of reinforcement
(action a) and punishment (action b) in time t.

The function f, is differentiable and monotonically increasing with f (0)=0 (Vaughan, 1985) and
C +C,=1. At equilibrium, V =V, and the payoff for the consumer in the situation i may be defined as:

Vizg[(Ri_})i)/ti] “4)

where V. = Payoff for the consumer in situation i.
R, = Reinforcement for the consumer in situation i.
P, = Reinforcement for the consumer in situation i.
t,= Time taken in situation i.

The matching law and melioration are the future trendsetters in consumer behavior analysis which
are still in development in light of the experimental interventions in real market environments such as
retailing (Curry et al., 2010).

Brand and Branding

The term ‘brand’ is usually referred to a branded product (e.g., Pepsi, Coca-Cola, etc.), service (e.g.,
T-mobile, UPS, etc.), company (e.g., Wal-Mart, Amazon, Microsoft, etc.), person (politician, celebrity,
painter, scientist, etc.), team (soccer, basketball, rugby, etc.), organization (e.g., UNICEEF, etc.) or place
(e.g., a city brand) (Park et al., 2008).

The brand-customer relationships vary on the degree of strength dimension — ranging from weaker
forms like simple liking and purchasing to more robust states of “involving customers’ desire to stay in
brand relationships” like repeat purchase, resisting negative brand information, etc. (Figure 2).

The successful branding of a product or service requires branding attachment. The branding attach-
ment is purely a combination of psychological and behavioral actions. To quote Park ef al. (2008): “In
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Figure 2. Consumers’ behavioral hierarchy
Source: Park et al., 2008

Liking

}

Preference

Purchase

}

Repeat purchase

! ' } ! '
Recommendation Postponement of Paymg a Bemg a brand Brand display
purchase price premium comnmunity member

this context, we define attachment as the strength of the cognitive and affective link between a consumer
and a brand. 1t denotes a psychological state of mind in which a strong cognitive and affective bond
connects a brand to an individual in such a way that the brand is an extension of the self”. The hierarchy
of brand attachment may be summarized below (Figure 3):

Figure 3. A schematic representation of the determinants and effects of brand attachment
Source: Park et al., 2008

Positioning strategy Brand equity-
based on a strategic » Brand attachment > ana equity

= relevant behaviors

brand exemplar
Exemplar types: Strength of the From weaker to
* Graﬁfyi.ug the self cogni;i\;e and SUOHg_ﬁ' forms of
* Enabling the self affe.:tjye link behavior
* Enriching the self between a brand
and self

Exemplar execution:

» Typicality

* Vividness

+ Affect

* Memory associations

Fournier (1998) identified 15 types of consumer-brand relationships: love, commitment, passion, the
feeling of attachment, etc., at the ‘core of all strong brand relationships.” After brand attachment, Brand
identity is an important concept that serves as the basis for brand strategy or corporate strategy. Esch
(2008) has pointed out three fundamental criteria for a brand identity from identity research as follows:

1. Self-image: Self-image refers to the subjective perception of brand identity, and it reflects the
vision of the corporate managers and employees who promote this brand.

2. Identity—reflecting attributes: These attributes comprise continuous and visible features through
which the brand identity becomes visible to others.
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Brand image: Brand image is a derived output defined by a picture that target groups perceive by

contacting the brand. Continual cognitive processes form the external image.

Brand identity should be considered the cornerstone of brand strategy and vital to brand management
(Kapferer, 2004). Brand positioning is the basis of brand identity (Esch, 2007). Proper positioning of
a brand helps to emphasize the distinctive characteristics of brand identity that differentiates the brand
from other brands and makes it attractive to the stakeholders (Esch, 2008).

The relationship between brand identity, brand positioning, and brand image may be illustrated as
below (Figure 4):

Figure 4. Relationship between brand identity, brand positioning, and brand image
Source: Esch et al., 2005
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In the case of conceptualizing brand identity, the following aspects should be taken into account
(Esch, 2007):

a)

b)

d)

e)
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Brand identity is more than the summation of separate criteria. In the case of a brand identity, ‘the
sum of parts does not equal the whole.” In other words, while judging a brand, one should not judge
it by its one or a few attributes; however, the brand should be judged holistically with correlations
between single attributes.

For the development of strong brand associations, emotions and modality-based impressions play
an important role.

Collection of all brand identity attributes must ensure that all-important and continuous attributes
of the brand have been considered.

The brand identity tools should reflect brand identity so that all its contents are easily applicable.
The product range of a brand determines its brand identity. The degree of heterogeneity is directly
proportional to the level of complexities for brand identity.

Itis crucial to analyze the relationship between brand identity and brand strategy. The brand strategy
must be different between “a house of brands” and “a branded house” (Aaker and Joachimsthaler,
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2000). For ‘a house of brands’, each brand must have distinguishing attributes that should not
overlap.

In brand equity research, three qualities, namely, favorability, top—of—mind salience, and uniqueness,
are considered significant factors influencing brand strength in the marketplace (Keller, 1993). However,
Fournier et al. (2008) termed a more innovative approach as brand meaning resonance has been able to
create a landmark in the study of brand equity. To quote Fournier et al. (2008): “Resonance refers to the
reverberation of a brand’s meanings within the contexts of the organization, the broader culture, and the
person’s life.” They have defined three levels of resonances: The personal resonance level reflects the
degree of correlation between the brand’s architecture of claimed meanings and the meanings a consumer
seeks to find from his/her life; cultural resonance level refers to the degree by which claimed brand mean-
ings reflect, reinforce, and shape meanings from the collective social space connect to the consumers in
terms of interpretation and exchange of brand’s experience; and organizational resonance level refers
to the degree of correlation between the brand’s claimed implications, operational business structure,
values and goals, and behaviors of its employees and delivering the ‘goods’ by the brand (Figure 5).

Figure 5. A meaning-based model of brand equity

Source: Fournier et al., 2008
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Apart from the scholarly works mentioned above, there had been a significant amount of research
work in the field of brand equity and its allied subjects. Smith et al. (2007), in their research spanning
six years (1999-2004) with a sample size of 198 observations (brands), have shown that advertising
expenditure has the “least significant relationship with the brand equity based on current and previous
year data.” However, advertising and gross profit showed increased statistical significance based on the
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previous year’s data following a lagged linear model. The regression analysis revealed that the three
variables taken together would help increase the level of statistical significance.

Leone et al. (2006) have emphasized that “The power of the brand lies in the minds of consumers”
(p- 126). On the other hand, Customer Lifetime Value (CLV) is a financial measure that has immedi-
ate application as a metric for assessing customer prospecting, as an objective to be managed, and as a
method for valuing the firm (Blattberg, Kim, and Neslin 2008; Gupta, Lehmann, and Stuart 2004; Gupta
and Lehmann, 2005).

Leone et al. (2006), Peppers and Rogers (2004, p. 31), and Rust et al. (2000, p. 55) have chosen
Brand Equity as the logical precursor of CLV. By winning the consumers’ hearts and minds, it is easier
for the marketing managers to retain and sustain the customer base. Keller and Lehmann (2006) have
identified the link between Brand Equity and CLV as a key area for future research. Ailawadi, Lehm-
ann, and Neslin (2003) and Srinivasan, Park, and Chang (2005) have shown how marketing actions are
associated with Brand Equity. Aaker and Jacobson (1994, 2001) found a positive relationship between
brand quality, attitude, and stock prices. The relationship between brand quality and the stock price has
also been established by Kerin and Sethuraman (1998), Mizik and Jacobson (2008), and Madden, Fehle,
and Fourier (2006). There are two primary methods for calculating CLV (Dwyer 1989; Berger and Nasr
1998; Blattberg et al. 2008, 2009):

(I The simple retention model assumes that a customer is acquired, retained with a certain probability
every year, and ceases to be a customer after a specific time. This model does not consider the
‘return factor’ of a customer and treats the customer as a ‘perishable’ commodity.

(II) On the other hand, the Markov migration model considers the factor of the temporary defection of a
customer and accepts the customer’s return after temporary defection as the process of reacquisition.

The simple retention model is mainly driven by profit (contribution margin) and retention rates,
whereas the Markov migration model is guided by profit, retention rate, and reacquisition rates. Stahl
et al. (2012), in their empirical study based on a unique database of 39 automobile brands in the US for
ten years (1999 — 2008) about the relationship between Brand Equity and the components of CLV like
customer acquisition, retention and profitability envisaged the following important results:

e  Brand Equity has a predictable and meaningful impact on all the significant components of CLV
like customer acquisition, retention, and profitability;

e  The relationship is effective even after controlling all other major marketing activities;

e In particular, brand differentiation increases customer profitability but decreases customer reten-
tion and acquisition.

To sum up, conjoint utility, consumer behavior analysis, and brand management are intertwined,

which may be studied either separately or collectively to conduct research works in the dynamic and
ever-changing world of marketing analytics.

140

printed on 2/8/2023 10:55 PMvia . Al use subject to https://ww.ebsco.conlterns-of-use



A Treatise on Isoattribute Curve Analysis, Consumer Induction Factor, and Country Brand Value

METHODOLOGY
The Theoretical Framework of Isoattribute Curve Analysis

Let the number of consumers in a finite space be i i1 = 1, 2, 3, ..., n), and the possible attribute levels
of available consumer goods be A, and the partworths associated with the attribute levels be 4 Gg=1,
2,3, ..., m). Hence the aggregate conjoint utility function (U é) may be expressed as:

n m

Ue =224, )

i=l j=1
Now let the demand function for j-th commodity be:

q,=q,(4,,W,) with 8q, /04, dq, /W, >0 (©6)

Thus, the aggregate demand function may be expressed as:

0 =33 4,(4,.7)) ™

i=1 j=1

Hence, the aggregate budget equation for the consumers would be:

n m

mFZZPjX%(Aij) ®)

i=1 j=1
where mji = Expenditure on commodity j by consumer i; and p;= Price of commodity j.

Now, society’s problem is maximizing its aggregate conjoint utility subject to the aggregate budget
constraint (Henderson and Quandt, 1980). Hence, the required Lagrangian equation would be:

L= Zn:iAjo+l[mj—iipjxqj(Aj,Wf)](/IZO) )

i=1 j=1 i=1 j=1

The required first-order conditions are:

ok / 0A; = 22 W, =Ap, Y. .0q,104,=0 (10)

i=1 j=1 i=l j=1
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oL/ OW, = Zn:iAj—/lijn:iaqj/aWj:o (11)
i=1 j=1 i=1 j=I
oL / o\ = mj—zn:ipjxqj(Aj,Wj):o (12)

i=l j=1

From equations (10) and (11), we have:

i=l j=1 i=l j=1 i=l j=1 i=l j=1

n n m

- iaVVJ /04, Ziin /ZZA/' (14)

i=1 j=1 i=l j=1 i=l j=1

n 71

SSSow W, =3 od,/ 4, (15)

i=1 j=1 i=1 j=1

S

Marginal rate of change in the aggregate partworth for commodity j for the society = Marginal rate
of change in the total attribute level of commodity j for the society. Equation (15) represents the society’s
consumers’ equilibrium condition.

Equation of the Isoattribute Curve

In a two—commodity (branded or non — branded products) world, the equation of the Isoattribute curve
may be expressed as:

A= [ (W, W,g,) = A° (fixed) (16)

where A = Attribute level
W, = Partworth of good 1
q, = Quantity of good 1
W, = Partworth of good 2
q, = Quantity of good 2

Equation of the Isopartworth Line

M 2W,pq, +W,p,q, (17)

where M = Income of the consumer
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p, = Price per unit of good 1
p, = Price per unit of good 2

At the point of tangency (T) between the isoattribute curve I, and the isopartwoth line MM, the
Marginal Rate of Change (MRC) in the partworth (W) of each good must be equal to its Marginal Rate
of Change (MRC) in the attribute level (Figure 6).

Figure 6. Consumer’s equilibrium for brand/non-brand consumption
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Formally,

MRC}, = MRC', and MRC,, = MRC?, (18)

where MRCVIV = Marginal Rate of Change in the partworth of Good 1
MRC', = Marginal Rate of Change in the attribute level of Good 1,
MRC, VZV = Marginal Rate of Change in the partworth of Good 2, and
MRC”, = Marginal Rate of Change in the attribute level of Good 2.

The second-order condition for consumer’s utility maximization requires the bordered Hessian de-
terminant (P) to be positive (Henderson and Quandt, 1980).
In other words,
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Gia 9w W
b=\q,, gy, —4|>0 (19)
-W -4 0
where
ﬁzq 82(] 8261 82(]
:_, :—’ :—’and = 20
Daa =02 9w = aow D~ waa ™ v T o 20)

It should be noted that the attribute levels of commodities should be measurable quantitatively. For
example, by using Brand Finance’s Brand Strength Index (BSI)® (Scale: 0 — 100) as a proxy variable
for the attribute levels of branded products, the equilibrium levels of attributes and partworths could be
estimated for branded commodities.

The Theoretical Framework of Consumer Induction Factor (CIF)

By keeping in mind, the premise of Consumer Induction Factor (CIF), it may be estimated as the Geo-
metric Mean (GM) of the Consumption per capita Relative (CPCR), Global Innovation Index Relative
(GIIR), and The American Customer Satisfaction Index Relative (ACSIR) respectively for the period
2009 — 2018 (CIF = 100 for Base Year = 2008). The missing observations for the variable GII had been
estimated using the Least Squares method.

Formally,

CIP = (CPCR X GIIR x ASCIR)"" (21)

The estimated results for the CIF are econometrically tested by the Ordinary Least Squares (OLS)
method at a 5 percent level of significance or better to provide a holistic picture about the respective
distribution of weights of the relevant dimensions included for the study (Table 2).

The Theoretical Framework of Country Brand Value (CBV)

The Country Brand Values (CBV) for 7 sample European countries were estimated using the Customer
Lifetime Value (CLV) criterion. The CLV equation may be expressed as below (Bendle et al., 2016):

CLV=(CXRR)/(1+ DR-RR) (22)

where C = Contribution, RR = Retention Rate, and DR = Discount Rate.

Identical to the concept of CLV, CBYV is also a discounted estimate by taking into account all six
variables, namely, Gross Domestic Product (Annual) Growth Rate (GDPGR), Secured Employment
Rate (Annual) (SEMPR), Human Development Index (HDI), Job Quality Index (JQI), Gini Coefficient
(GC), and Fragile States Index Rate (FSIR) respectively. The missing observations of GC for Germany
(Table 3) and the UK (Table 4) are estimated by the Least Squares method (Das, 2000).
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Table 2. Estimation of the Consumption Induction Factor (CIF) for USA (2009-2018)

Year CPC GII ACSI CPCGR GIIR ACSIR CIF
2008 333379 56.27 75.7
2009 32632.4 53.79 75.9 97.883 95.599 100.264 97.897
2010 32929.1 57.32 753 98.773 101.862 99.471 100.027
2011 33310.3 56.57 75.8 99.917 100.530 100.132 100.193
2012 33566.0 57.70 76.3 100.684 102.538 100.793 101.335
2013 33821.0 60.31 77.9 101.449 107.176 102.906 103.816
2014 34569.7 60.09 76.8 103.695 106.785 101.453 103.955
2015 35583.1 60.10 74.8 106.735 106.803 98.811 104.047
2016 36295.8 61.40 78.3 108.873 109.113 103.435 107.108
2017 37008.3 61.40 78.1 111.010 109.113 103.170 107.712
2018 37921.7 60.13 7.4 113.750 106.856 102.246 107.514
Base year: 2008 = 100
Table 3. Missing observations for the Gini coefficient (Germany)

Year GC X GC*x X*x

1991 292 -14 -408.8 196

1994 29.2 -11 3212 121

1995 289 -10 -289.0 100

1998 283 7 -198.1 49

2000 28.8 -5 -144.0 25

2001 303 -4 -121.2 16

2002 29.9 -3 -89.7 9

2003 30.0 2 -60.0 4

2004 30.4 -1 -30.4 1

2005 32.1 0 0 0

2006 31.3 1 31.3 1

2007 31.3 2 62.6 4

2008 31.1 3 933 9

2009 30.5 4 122.0 16

2010 302 5 151.0 25

2011 30.5 6 183.0 36

2013 31.1 8 248.8 64

2015 317 10 317.0 100

2016 319 11 350.9 121

576.7 -7 -102.5 897

x = (Year = 2005) GC = 30.4 + 0.124x

GC for the year 2012 = 31.3 | GC for the year 2014 = 31.5 | GC for the year 2017 = 32
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Year GC X GC*x x*x
1969 33.7 -36 -1213.2 1296
1974 30.0 -31 -930.0 961
1979 284 -26 -738.4 676
1986 31.9 -19 -606.1 361
1991 35.9 -14 -502.6 196
1994 36.1 -11 -397.1 121
1995 36.3 -10 -363.0 100
1999 37.0 -6 -222.0 36
2004 36.0 -1 -36.0 1
2005 343 0 0 0
2006 34.6 1 34.6 1
2007 35.7 2 71.4 4
2008 34.1 3 102.3 9
2009 34.3 4 137.2 16
2010 344 5 172.0 25
2011 332 6 199.2 36
2012 323 7 226.1 49
2013 33.2 8 265.6 64
2014 34.0 9 306.0 81
2015 33.2 10 332.0 100
2016 34.8 11 382.8 121
713.4 -88 -2779.2 4254

x = (Year = 2005) GC = 34.2 + 0.054x
GC for the year 2017 = 35

Formally, for the first year, the CBV of a nation may be expressed as:

CBV, =(GDPGR, x SEMPR, x HDI, x JOI,) /[(1+ GC,)x (1 + FSIR,)]

The CBV for the second year could be estimated as:

CBV, =(GDPGR, x SEMPR, x HDI, x JOL,) / [(1+ GC,)* x (1+ FSIR,)*]

Proceeding likewise, the CBV for year n is expressed as:

CBV, =(GDPGR, x SEMPR, x HDI, x JOI ) /[(1+GC,)" x(1+ FSIR )"]

where CBV |, CBV,, ..., CBV = CBVs’ foryear 1, 2, ..., n;
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GDPGR,,GDPGR,,....,GDPGR = GDPGRs’ for year 1, 2, ..., n;<
SEMPR,,SEMPR,,.....,SEMPR = SEMPRs’ for year 1, 2, ....., n;
HDI\,HDI,,....,HDI = HDIs’ for year 1,2, ..., n;
GC,,GC,,....,GC = GCs’ for year 1, 2, ..., n; and
FSIR,,FSIR,,....,FSIR = FSIRs’ for year 1,2, ..., n.

There is one primary reason for choosing GC and FSIR as the discount factors — an increase in values
for both of them would invariably diminish the value of CBV of a nation. Hence both GC and FSIR are
basically negative contributing factors for a country, whereas the remaining four variables act as posi-
tive contributing factors.

The CBVs’ for 7 sample countries are estimated by using equation (25), and the derived results are
econometrically tested by the Ordinary Least Squares (OLS) method at a 5 percent level of significance
or better.

RESULTS AND FINDINGS
Mathematical lllustration of Isoattribute Curve Analysis
In order to illustrate the concept in a real-world scenario, an example of a multi-product brand is con-
sidered. Let there be two products, Sneaker and T-shirts, under the brand name of Nike®. According
to Brand Finance’s® annual report (2017) on the world’s most valuable brands, Nike’s Brand Strength
Index (BSI) was 92.1 (out of a scale of 100).

Hence, in order to derive the equilibrium demand functions for Sneaker and T-shirts for the consumer,

it has to be assumed that the Brand Strength Index (BSI) might be used as the proxy variable for a total
attribute (A).

Now let the consumer’s attribute function be: 4 = (W,q, xW,q,)"* = A°=92.1

The required Lagrangian for the optimization problem may be expressed as:

Z=W,p,q, +W,p,q, + u[92.1-(W,q, xW,q,)"* (> 0) (26)

(p, and p, are priced per unit corresponding to quantities of q, and q, respectively)
The necessary first-order conditions are:
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0 Z /0 ql — Vlel _‘LL(VVLVI/Z)]/Zqzl/qu—l/Z — 0 (27)
0 Z /0 qz — VVzpz _H(VKVVz)l/qul/Zqul/Z — 0 (28)
0Z/op=92.1-(Wq,xW,q,)"* =0 (29)

From equations (27) and (28), the following result may be derived as:
4,/ q,=W,p,/W,p, > q,=W,p, W,p,)xq, (30)
By substituting the value of g, in equation (29) and simplifying, we have:

W(p, /pz)m% =92.1 (3D

— ¢, = Equilibrium demand function for sneaker = 92.1(p, / p,)"* / W,

Now let W, = 0.6, W, = (1-0.6) = 0.4, p, = Price of Sneaker = $60 per pair, p, = Price of T — Shirt
= $15 per unit. By plugging the values in the demand functions for Sneaker and T — Shirt, the following
results may be derived as:

— g,” = = Equilibrium demand for sneaker = 92.1(p, / p,)""* / W, pairs, and
g, Equilibrium demand for T — shirt = (W, p, / W, p,)xq, = (36/6)x 77 = 462 units.

The above hypothetical example would help justify the concept of isoattribute curve in the context
of the two—commodity (branded) world scenario and how equilibrium quantities/partworths of two
commodities (brand or non — brand) could be derived if values of one of the variables are known. Cal-
culated for the years 2008-2017, the estimation of the Country Brand Values (CBV) for Belgium (Table
5), Finland (Table 6), Germany (Table 7), Norway (Table 8), Greece (Table 9), Czech Republic (Table
10), and the UK (Table 11) are shown.

Table 5. Estimation of the Country Brand Value (CBV) for Belgium

Year GDPGR UNEMR VEMR SEMPR HDI JQI GC FSI FSIR CBV
2008 0.44692 6.976 10.022 83.002 0.899 100.852 28.4 29.0 0.24167 0.2103
2009 -2.0207 7.908 10.325 81.767 0.899 101.020 28.6 335 0.27917 -0.554
2010 2.86429 8.292 9.891 81.817 0.903 99.5543 28.4 32.0 0.26667 0.4896
2011 1.6945 7.14 10.169 82.691 0.904 100.865 28.1 34.1 0.28417 0.1744
2012 0.73923 7.542 10.251 82.207 0.905 101.261 27.5 335 0.27917 0.0482
2013 0.45923 8.425 10.78 80.795 0.908 101.347 27.7 30.9 0.25750 0.0199
2014 1.57852 8.523 10.504 80.973 0.910 101.927 28.1 32.0 0.26667 0.0400
2015 2.03279 8.482 10.882 80.636 0.913 102.609 27.7 30.5 0.25417 0.0354
2016 1.4783 7.83 10.683 81.487 0.915 102.133 27.6 29.0 0.24167 0.0179
2017 1.90386 7.086 10.203 82.711 0.917 100.838 274 30.8 0.25667 0.0131
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Table 6. Estimation of the Country Brand Value (CBV) for Finland

Year | GDPGR UNEMR | VEMR | SEMPR HDI JQI GC | FSI | FSIR CBV

2008 0.78402 6.369 9.019 84.612 0904 | 100390 | 278 | 184 0.2 0.54330
2009 -8.0746 8.249 9.547 82.204 0.899 | 100941 | 275 | 192 0.2 -4.9858
2010 3.18591 8.394 9.227 82.379 0903 | 101555 | 277 | 193 0.2 1.80791
2011 2.54753 7.781 9.276 82.943 0907 | 101736 | 27.6 | 197 0.2 1.35095
2012 -1.3974 7.689 9.554 82.757 0908 | 102101 | 27.1 | 200 0.2 -0.6986
2013 -0.902 8.193 9.442 82.385 0916 | 102530 | 272 | 180 0.2 -0.3811
2014 -0.3649 8.663 9.769 81.568 0918 | 102158 | 268 | 187 0.2 -0.4160
2015 0.54356 9.376 9.986 80.638 0919 | 102056 | 27.1 | 177 0.1 0.18147
2016 271052 8.818 9.985 81.197 0922 | 102428 | 27.1 | 1838 0.2 0.88982
2017 3.10038 8.640 9.246 82.114 0924 | 104220 | 274 | 187 0.2 0.92622

Table 7. Estimation of the Country Brand Value (CBV) for Germany
Year | GDPGR UNEMR | VEMR | SEMPR | HDI JQI GC | FSI FSIR CBV
2008 0.96227 7.524 6.889 85.587 0916 | 101.168 | 31.1 | 37.3 | 031083 | 0.7631
2009 -5.6972 7.742 6.758 85.500 0916 | 102.687 | 305 | 362 | 030167 | -4.558
2010 4.17897 6.966 6.713 86.321 0920 | 103914 | 302 | 354 | 02950 3.3933
2011 3.92413 5.824 6.893 87.283 0925 | 103.941 | 305 | 339 | 02825 3.0717
2012 0.41955 5.379 6.817 87.804 0927 | 105721 | 313 | 317 | 02641 0.2987
2013 0.42824 5.231 6.475 88.294 0927 | 114576 | 31.1 | 297 | 02475 0.2981
2014 2.22569 4.981 6.320 88.699 0930 | 117386 | 315 | 30.6 | 02550 1.5542
2015 1.73975 4.624 6.130 89.246 0933 | 116632 | 31.7 | 281 | 023417 | 1.0048
2016 2.23000 4.122 5.990 89.888 0.936 | 116946 | 319 | 286 | 023833 | 12433
2017 2.46503 3.746 5.839 90.415 0.938 | 116.183 | 32.0 | 28.1 | 023417 | 12399
Table 8. Estimation of the Country Brand Value (CBV) for Norway

Year GDPGR UNEMR VEMR SEMPR HDI JQI GC | FSI FSIR CBV

2008 0.47638 2.550 5714 91.736 0.938 101.038 270 | 1638 0.140 0.37178
2009 -1.7270 3.103 5.862 91.035 0.938 102.024 262 | 183 | 0.1525 -1.2548
2010 0.70183 3.521 5.554 90.925 0942 102.919 257 | 187 | 0.1558 0.4810

2011 0.98147 3215 5.180 91.605 0.943 104.237 253 | 204 0.170 0.67184
2012 2.70307 3123 5.164 91713 0.942 105.575 257 | 239 | 01991 1.94816
2013 1.03407 3423 5.139 91.438 0.946 106.520 264 | 245 | 01791 0.62801
2014 1.96954 3484 5.303 91213 0.945 108.396 268 | 230 | 01916 119157
2015 196713 4296 5309 90.395 0948 106.570 275 | 209 | 01741 0.92934
2016 1.07156 4679 5.148 90.173 0951 108.741 285 | 212 | 01766 0.45229
2017 2.32326 4.162 4739 91.099 0.953 109.562 270 | 205 | 0.1708 0.98012
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Table 9. Estimation of the Country Brand Value (CBV) for Greece

Year GDPGR UNEMR VEMR SEMPR HDI JQI GC FSI FSIR CBV

2008 -0.3352 7.760 26.672 65.568 0.857 104.167 33.6 45.4 0.3783 -0.2024
2009 -4.3007 9.616 26.999 63.385 0.859 108.866 33.6 46.1 0.3841 -2.7364
2010 -5.479 12.713 27.752 59.535 0.857 110.480 34.1 45.9 0.3825 -3.3842
2011 -9.1325 17.865 28.546 53.589 0.853 110.132 34.8 47.4 0.3950 -5.2731
2012 -7.3005 24.439 29.587 45.974 0.856 110.239 36.3 50.4 0.4200 -3.8872
2013 -3.2414 27.466 30.335 42.199 0.858 110.479 36.1 50.6 0.4216 -1.6844
2014 0.73978 26.491 29.640 43.869 0.866 111.134 35.8 52.1 0.4341 0.45764
2015 -0.4378 24.897 28.077 47.026 0.868 113.239 36.0 52.6 0.4383 -0.3168
2016 -0.191 23.539 26.693 49.768 0.866 114.848 35.0 55.9 0.4658 -0.1983
2017 1.5051 21.488 26.758 51.754 0.871 119.588 34.4 57.5 0.4791 2.11541

Table 10. Estimation of the Country Brand Value (CBV) for the Czech Republic

Year GDPGR UNEMR VEMR SEMPR HDI JQI GC FSI FSIR CBV
2008 2.68228 4.392 12.550 83.058 0.854 99.4287 26.3 42.1 0.35083 2.0232
2009 -4.8026 6.662 13.046 80.292 0.857 98.6582 26.2 42.6 0.35500 -3.758
2010 2.27342 7.279 14.080 78.641 0.862 98.7937 26.6 415 0.34583 1.8291
2011 1.77783 6.711 14.438 78.851 0.865 98.6589 26.4 424 0.35333 1.5721
2012 -0.7998 6.978 15.028 77.994 0.865 98.1868 26.1 39.5 0.32917 -0.689
2013 -0.4837 6.953 14.500 78.547 0.874 96.5230 26.5 39.9 0.33250 -0.437
2014 2.71512 6.108 14.536 79.356 0.879 97.3405 25.9 39.4 0.32833 2.6830
2015 5.30924 5.046 13.815 81.139 0.882 97.2601 259 37.4 0.31167 5.1291
2016 2.45054 6.951 14.020 82.029 0.885 95.6426 25.4 40.8 0.34000 3.0909
2017 4.3526 2.890 13.984 83.126 0.888 96.1091 249 40.1 0.33417 5.9722

Table 11. Estimation of the Country Brand Value (CBV) for the UK

Year GDPGR UNEMR VEMR SEMPR HDI JQI GC FSI FSIR CBV

2008 -0.2812 5.615 10.529 83.856 0.896 99.3741 34.1 329 0.27417 -0.122
2009 -4.2478 7.537 10.816 81.647 0.899 100.044 343 33.6 0.28000 -2.833
2010 1.94952 7.787 11.344 80.869 0.905 99.340 34.4 339 0.28250 1.2315
2011 1.54015 8.037 11.663 80.300 0.899 99.2319 332 34.1 0.28417 0.9531
2012 1.47892 7.885 12.099 80.016 0.897 99.3428 323 353 0.29417 0.9445
2013 2.13949 7.525 12.123 80.352 0914 99.1507 332 352 0.27667 1.2077
2014 2.60748 6.110 12.694 81.196 0.918 99.7551 34.0 34.3 0.28583 1.4524
2015 2.35552 5.301 12.542 82.157 0916 100.347 332 334 0.27833 1.2801
2016 1.91816 4.813 13.008 82.179 0.918 99.1376 34.8 324 0.27000 0.8389
2017 1.89208 4.335 12.978 82.687 0.919 99.8823 35.0 332 0.27667 0.8215
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Consumer Induction Factor (CIF)

The regression result for CIF of the US economy (2009-2018) may be expressed as follows:
CIF = 0.33CPCGR + 0.33GIIR + 0.34ACSIR (32)

Equation (18) gives us a fair idea that for the US economy, the CIF shares equal weightage for Con-
sumption Per Capita Growth Relative (CPCGR), Global Innovation Index Relative (GIIR), and American
Customer Satisfaction Index Relative (ACSIR), respectively.

In other words, per capita consumption expenditure, level of innovation, and the degree (level) of
customer satisfaction are equally important in determining the degree of consumer induction or consumer
attraction towards the market. The regression results of CIF on CPCGR, GIIR, and ACSIR, respectively,
were derived using the Ordinary Least Squares (OLS) method. The results were found to be statistically
significant at a 5 percent level of significance or better. They successfully passed Granger and Newbold’s
(1974) Thumb rule test of Econometric Regression using the software GRETL v.1.9.4 (Table 12, Annex).

Country Brand Value (CBV)
The regression results of CBV on GDP Growth Rate (GDPGR), Secured Employment Rate (SEMPR),

Human Development Index (HDI), Job Quality Index (JQI), Gini Coefficient (GC), and Fragile States
Index Rate (FSIR), respectively for 7 sample countries are summarized as follows:

Box 1.

Country Regression equation Reference
Belgium CBV =44 + 0.21GDPGR - 34HDI - 0.21GC - 5FSIR Table 13, Annex
Finland CBV =121 + 0.67GDPGR + 0.18SEMPR — 104HDI + 0.2JQI — 1.91GC - 56FSIR | Table 14, Annex
Germany CBV =48.55 4+ 0.83GDPGR Table 15, Annex
Norway CBV = 0.65GDPGR Table 16, Annex
Greece CBV =0.74GDPGR Table 17, Annex
Czech Republic CBV =0.8GDPGR - 091GC + 12FISR Table 18, Annex
UK CBV =13.5+ 0.67GDPGR - 18HDI Table 19, Annex

Regression results of Country Brand Value (CBV) on GDP Growth Rate (GDPGR), Secured Employ-
ment Rate (SEMPR), Human Development Index (HDI), Job Quality Index (JQI), Gini Coefficient (GC),
and Fragile States Index Rate (FSIR) respectively for 7 sample countries (2009 — 2018) are as follows,

e  GDP Growth Rate (GDPGR) plays the most significant role in influencing the Country Brand
Value (CBV) of the sample countries. It is the common variable that is statistically significant at 1
percent level or better for all the 7 sample countries;

e  Apart from GDPGR, the three variables Human Development Index (HDI), Gini Coefficient (GC),
and Fragile States Index Rate (FSIR) play essential roles in determining the Country Brand Value
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(CBV). They are common variables that are statistically significant at 5 percent level or better for
3 out of 7 sample countries;

e  Barring one country, i.e., Finland; the variables Secured Employment Rate (SEMPR) and Job
Quality Index (JQI) do not play any significant (statistically) role in inferring CBV;

e In the case of 3 out of 7 sample countries (Germany, Norway, and Greece), GDPGR is the only
statistically significant variable to regress CBV;

e  Finland is the only nation for which all the six dependent variables are statistically significant at
5 percent level or better;

e  Quite interestingly, contrary to the fundamental hypothesis related to the positive effect of the
Human Development Index (HDI) on CBYV, three countries (Belgium, Finland, and the UK) dis-
played a robust negative correlation between CBV and HDI. This phenomenon somehow proves
that the positive effect of HDI on CBV could be achieved for the developing countries with low
values of HDIs’. However, for the developed countries with already existing high levels of HDI,
the effect is reversed; and

e As per the hypothesis related to the Gini Coefficient (GC) negative effect on CBV, the regression
results corroborated the fundamental logic behind the hypothesis as 3 sample countries (Belgium,
Finland, and the Czech Republic) displayed a negative correlation between CBV and HDI. In the
other negative contributing factor Fragile States Index Rate (FSIR), surprisingly, Czech Republic
was the only country that showed a positive relationship between CBV and FSIR. The valid ex-
planation behind this aberration probably may be attributed to the higher arithmetic mean of FSIR
for the Czech Republic compared to two other countries, i.e., Belgium and Finland, respectively.

The econometrical results were derived using the Ordinary Least Squares (OLS) method, and the
results were statistically significant at a 5 percent level of significance or better. They successfully
passed Granger and Newbold’s (1974) Thumb rule test of Econometric Regression using the software
GRETL v.1.9.4.

Limitations

a) The primary issue surrounding this research work is related to the fact that the CBV analysis is
restricted among a ‘privileged’ few developed countries, and it does not take into account the de-
veloping nations or the major Asian economies that are driving the global growth trend;

b) Apart from the USA, the study regarding Consumer Induction Factor (CIF) analysis could be
extended to other nations as well provided those countries formulate comprehensive Customer
Satisfaction Indices of their own, and

c) Inthe case of Isoattribute curve analysis, it would be interesting to find out how the model works
in terms of choosing an appropriate index for non-branded commodities like food and beverage
items, Fast Moving Consumer Goods (FMCGQG), etc. as the proxy variable for aggregate attribute
level (A) in a two — commodity world.
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CONCLUSION

This book chapter has comprehensively analyzed three perspectives of marketing analytics ranging from
microeconomic to macroeconomic aspects. The research yielded interesting results and findings, especially
in formulating the Consumer Induction Factor (CIF) for USA and Country Brand Values (CBV) for seven
sample countries. The USA, per capita consumption growth rate, Global Innovation Index (GII), and
American Customer Satisfaction Index (ACSI) played an equal role in determining consumer behavior.

However, the GDP growth rate proved to be the commonest and most significant factor in determin-
ing the CBYV for the sample countries. The Gini coefficient proved to be a determining factor for some
sample countries.

In the rapidly changing global scenario characterized by an economic recession, rising trends of neo-
liberalism, unequal distribution of income and wealth among the populations, and pandemic scourge due
to COVID-19 virus. These fresh concepts definitely have the potential to change the face of marketing
analytics constructively and open new vistas of research from a much larger perspective across the world.
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CIF: Consumer Induction Factor

CBYV: Country Brand Value

MRC: Marginal Rate of Change (Attributes/Partworths)

MRTC: Marginal Rate of Technical Change (Between attributes and partworths)
CPCGR: Consumption Per Capita Growth Rate

CPCR: Consumption per capita Relative

GII: Global Innovation Index

GIIR: Global Innovation Index Relative

ACSI: American Customer Satisfaction Index

ACSIR: American Customer Satisfaction Index Relative
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GDPGR: Gross Domestic Product (Annual) Growth Rate
VEMR: Vulnerable Employment Rate (Annual)

SEMPR: Secured Employment Rate (Annual)

HDI: Human Development Index

JQI: Job Quality Index

GC: Gini Coefficient

FSI: Fragile States Index

FSIR: Fragile States Index Rate
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KEY TERMS AND DEFINITIONS

American Customer Satisfaction Index (ACSI)®: It is the only national cross-industry measure
of customer satisfaction in the United States, scaling between 0 and 100.

Consumer Induction Factor (CIF): It may be defined as an index that influences the consumers’
behavioral purchasing pattern based on three factors (variables).

Country Brand Value (CBV): It refers to the discounted method of estimating a country’s ‘brand’
value using the present value (PV) analysis technique by using six factors (variables).

Fragile States Index (FSI)®: It is a critical tool to highlight the normal socio-economic and politi-
cal pressures experienced by the states and identify the impacts of those pressures on states’ capacities
based on 12 dimensions.

Global Innovation Index (GII)®: It is a composite index that emphasizes the importance of innova-
tion in positively influencing the consumption pattern of the population in general.

Isoattribute Curve: It may be defined as a locus of the combination of quantities consumed for two
commodities (brand/non-brand) which will yield the same level of attribute for the consumer.

Isopartworth Line: It may be defined as a locus of points, each representing a combination of differ-
ent partworths of two commodities (brand/non—brand) consumed within a fixed budget of the consumer.

Job Quality Index (JQI): It is itself a broad-based index computed as the geometric mean of 6 im-
portant variables, which provides us a comprehensive overview of the ‘job quality’ for the employees
of a country.
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APPENDIX

Table 12. Regression results for Consumer Induction Factor (CIF) (2009 — 2018)

Coefficient Std. Error t-ratio p-value
const —0.0189550 0.334944 —0.05659 0.9567
CPCGR 0.326602 0.00151563 215.5 <0.0001 HEE
GIIR 0.334710 0.00160526 208.5 <0.0001 Hkk
ACSIR 0.338694 0.00359576 94.19 <0.0001 HEE
Mean dependent var 103.3603 SD dependent var 3.437588
Sum squared resid 0.001737 SE of regression 0.017014
R-squared 0.999984 Adjusted R-squared 0.999976
F(@3, 6) 266410.0 P-value(F) 9.25¢-16
Log-likelihood 29.10220 Akaike criterion —50.20440
Schwarz criterion —48.99406 Hannan-Quinn —51.53214
rho —0.205816 Durbin-Watson 2.200449
(USA)
Model 1: OLS, using observations 2009-2018 (T = 10)
Dependent variable: CIF
HAC standard errors, bandwidth 1 (Bartlett kernel)
Table 13. Regression results of Country Brand Value (CBV) (2008 — 2017)
Coefficient Std. Error t-ratio p-value
const 43.6442 3.87592 11.26 0.0015 ok
GDPGR 0.207359 0.00921865 22.49 0.0002 HEE
SEMPR —0.0167082 0.0180312 —0.9266 0.4225
HDI —34.2488 2.67671 -12.80 0.0010 HEE
JQI —0.0409877 0.0202338 —2.026 0.1359
GC —0.214431 0.0306863 —6.988 0.0060 HEE
FSIR —4.73376 0.533374 —8.875 0.0030 ok
Mean dependent var 0.049478 SD dependent var 0.258971
Sum squared resid 0.011412 SE of regression 0.061676
R-squared 0.981094 Adjusted R-squared 0.943281
F(6, 3) 639.3315 P-value(F) 0.000095
Log-likelihood 19.68908 Akaike criterion —25.37816
Schwarz criterion —23.26007 Hannan-Quinn —-27.70171
rho —0.301931 Durbin-Watson 2.571933
(Belgium)

Model 1: OLS, using observations 2008-2017 (T = 10)

Dependent variable: CBV

HAC standard errors, bandwidth 1 (Bartlett kernel)
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Table 14. Regression results of Country Brand Value (CBV) (2008 —2017)

Coefficient Std. Error t-ratio p-value
const 120.738 11.3758 10.61 0.0018 ok
GDPGR 0.670672 0.00835708 80.25 <0.0001 HEE
SEMPR 0.183019 0.0231776 7.896 0.0042 ok
HDI —104.301 11.9102 -8.757 0.0031 HEE
JQI 0.196502 0.0510721 3.848 0.0310 ok
GC —1.90889 0.128509 —14.85 0.0007 HEE
FSIR —55.6630 8.49539 —6.552 0.0072 ok
Mean dependent var —0.051188 SD dependent var 1.901997
Sum squared resid 0.050712 SE of regression 0.130015
R-squared 0.998442 Adjusted R-squared 0.995327
F(6, 3) 23148.39 P-value(F) 4.39¢-07
Log-likelihood 12.23153 Akaike criterion —10.46306
Schwarz criterion —8.344962 Hannan-Quinn —12.78660
rho —0.378296 Durbin-Watson 2.644704

(Finland)

Model 1: OLS, using observations 2008-2017 (T = 10)
Dependent variable: CBV

HAC standard errors, bandwidth 1 (Bartlett kernel)

Table 15. Regression results of Country Brand Value (CBV) (2008 — 2017)

Coefficient Std. Error t-ratio p-value
const 48.5545 10.9270 4.444 0.0212 ok
GDPGR 0.826067 0.00687499 120.2 <0.0001 HEE
SEMPR —-0.246301 0.262946 —0.9367 0.4180
HDI —22.4493 34.9124 —0.6430 0.5660
JQI —0.00510489 0.0151754 —-0.3364 0.7587
GC —-0.0636013 0.0643125 —0.9889 0.3956
FSIR —-14.2167 6.77961 —2.097 0.1269
Mean dependent var 0.830897 SD dependent var 2.162685
Sum squared resid 0.052549 S.E. of regression 0.132350
R-squared 0.998752 Adjusted R-squared 0.996255
F(6, 3) 19233.17 P-value(F) 5.80e-07
Log-likelihood 12.05355 Akaike criterion —10.10710
Schwarz criterion —7.989006 Hannan-Quinn —12.43065
rho —0.102588 Durbin-Watson 2.086898

(Germany)

Model 1: OLS, using observations 2008-2017 (T = 10)
Dependent variable: CBV

HAC standard errors, bandwidth 1 (Bartlett kernel)
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Table 16. Regression results of Country Brand Value (CBV) (2008 — 2017)

Coefficient Std. Error t-ratio p-value
const —4.18920 15.8002 —-0.2651 0.8081
GDPGR 0.651834 0.0565496 11.53 0.0014 HEE
SEMPR 0.110859 0.0936691 1.184 0.3218
HDI 0.660014 12.8093 0.05153 0.9621
JQI —0.0898530 0.0364351 —2.466 0.0904 *
GC 0.0380011 0.0575488 0.6603 0.5562
FSIR 10.6818 4.02675 2.653 0.0768 *
Mean dependent var 0.639930 SD dependent var 0.812322
Sum squared resid 0.070768 SE of regression 0.153589
R-squared 0.988084 Adjusted R-squared 0.964251
F(6, 3) 1327.552 P-value(F) 0.000032
Log-likelihood 10.56525 Akaike criterion —7.130499
Schwarz criterion —5.012403 Hannan-Quinn —9.454045
rho —0.668237 Durbin-Watson 3.122685

(Norway)

Model 1: OLS, using observations 2008-2017 (T = 10)
Dependent variable: CBV

HAC standard errors, bandwidth 1 (Bartlett kernel)

Table 17. Regression results of Country Brand Value (CBV) (2008 — 2017)

Coefficient Std. Error t-ratio p-value
const 82.2684 28.2062 2917 0.0617 *
GDPGR 0.741095 0.0994135 7.455 0.0050 HEE
SEMPR 0.0500021 0.0398454 1.255 0.2984
HDI —137.728 55.0419 —2.502 0.0875 *
JQI 0.184526 0.140273 1.315 0.2799
GC 0.375262 0.338871 1.107 0.3489
FSIR 1.49774 14.5980 0.1026 0.9248
Mean dependent var —1.510961 SD dependent var 2.278599
Sum squared resid 0.699434 S.E. of regression 0.482851
R-squared 0.985032 Adjusted R-squared 0.955096
F(6, 3) 3617.594 P-value(F) 7.11e-06
Log-likelihood —0.889040 Akaike criterion 15.77808
Schwarz criterion 17.89618 Hannan-Quinn 13.45453
rho —0.392595 Durbin-Watson 2.327682

(Greece)

Model 1: OLS, using observations 2008-2017 (T = 10)
Dependent variable: CBV

HAC standard errors, bandwidth 1 (Bartlett kernel)
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Table 18. Regression results of Country Brand Value (CBV) (2008 — 2017)

Coefficient Std. Error t-ratio p-value

const —59.9042 42.3278 —1.415 0.2519
GDPGR 0.796289 0.0323178 24.64 0.0001 HEE
SEMPR 0.0419669 0.0329593 1.273 0.2926
HDI 57.9372 25.1541 2.303 0.1047
JQI 0.267745 0.212600 1.259 0.2970
GC —0.914239 0.252398 -3.622 0.0362 **
FSIR 12.4667 3.54324 3.518 0.0390 ok
Mean dependent var 1.741412 SD dependent var 2.850108
Sum squared resid 0.408616 SE of regression 0.369060
R-squared 0.994411 Adjusted R-squared 0.983232
F(6, 3) 2686.483 P-value(F) 0.000011
Log-likelihood 1.798439 Akaike criterion 10.40312
Schwarz criterion 12.52122 Hannan-Quinn 8.079576
rho —0.659688 Durbin-Watson 2.627056

(Czech Republic)

Model 1: OLS, using observations 2008-2017 (T = 10)

Dependent variable: CBV

HAC standard errors, bandwidth 1 (Bartlett kernel)

Table 19. Regression results of Country Brand Value (CBV) (2008 — 2017)
Coefficient Std. Error t-ratio p-value

const 13.4962 3.16050 4.270 0.0236 *k
GDPGR 0.668796 0.0133087 50.25 <0.0001 kK
SEMPR —0.0116769 0.0263001 —0.4440 0.6871
HDI —18.4841 4.82959 —3.827 0.0314 *k
JQI 0.0482045 0.0608670 0.7920 0.4862
GC —0.00463105 0.0325805 —0.1421 0.8960
FSIR —2.08094 5.25628 —-0.3959 0.7187
Mean dependent var 0.577364 SD dependent var 1.274253
Sum squared resid 0.030346 SE of regression 0.100575
R-squared 0.997923 Adjusted R-squared 0.993770
F(6, 3) 45015.03 P-value(F) 1.62e-07
Log-likelihood 14.79895 Akaike criterion —15.59790
Schwarz criterion —13.47981 Hannan-Quinn —17.92145
rho 0.196663 Durbin-Watson 1.446963

(UK)

Model 1: OLS, using observations 2008-2017 (T = 10)
Dependent variable: CBV
HAC standard errors, bandwidth 1 (Bartlett kernel)
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ABSTRACT

This study seeks to explore the strategic alternatives for the many small and medium-sized manufactur-
ing firms in China that play an OEM role in the global value chain. Declining margins due to rising
production costs and intense competition from emerging manufacturing industries in Southeast Asia
necessitates the transformation of China’s traditional manufacturing industry. The result is opportunities
for the creation and manufacturing of domestic brands. A multiple-case study methodology is used with
primary data collection through in-depth interviews, supported by secondary data on the subject firms.
The findings reveal an awareness of the opportunities afforded by the trend towards the development of
domestic brands as well as the vision, strategy, tactics, and forecasting related to a transition to brand
creation. This chapter could be of interest to those with an interest in manufacturing transition, brand
development, and providing direction to OEM SMEs in China that seek to develop a strategic roadmap
during the imminent industrial evolution and transformation.
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INTRODUCTION

Small and medium-sized enterprises (SME) in the manufacturing sector in China mainly play an original
equipment manufacturing (OEM) and original design manufacturing (ODM) role in the global value
chain. Over time, as other nations have increased their manufacturing capability, Chinese SMEs have
been faced with rising production costs and the competitive intensification from emerging manufacturing
industries, especially in Southeast Asian countries. The profit margin of Chinese OEM manufacturers
has been reduced, making it necessary to transform and upgrade OEM manufacturers in China.

When considering the OEM manufacturers’ strategies, two strategies are mainly suggested and
practiced by OEM manufacturers. The first one is strengthening ODM/OEM by improving production
efficiency and management efficiency. The process and machine drive improvement in production effi-
ciency. OEM manufacturers apply a Lean System to enhance productivity. Industry 4.0 provides another
opportunity for the manufacturing industry. OEM manufacturers also tend to develop smart factories
by introducing automatic equipment. The improvement in management, most accessible but limited, is
driven by organization structure and employee retention. However, the cost of adopting mechanization
and electrification is burdensome for small and middle-sized manufactures.

The second is to cultivate a self-owned brand created from independent research and development.
Increasingly OEM firms transform themselves from a full-package manufacturer into an original brand-
name manufacturer and retailer (Tokatli, 2013a). OEM manufacturers establish the self-owned brand to
gain the latest market information, interact with customers, and cultivate their retailer capability. Chinese
manufacturers have started to establish original domestic brands that target 1.4 billion Chinese customers.
Unlike international prestige brands, the brand image of the original domestic brand negatively impacts
the customer’s purchase intention. Chinese customers’ acceptance of this original brand is critical to
brand success. However, the stronger consumption power, the superior quality of China-made goods, the
recognition of China’s brands, the strengthening of patriotism, and more factors are jointly changing the
attitude of Chinese consumers towards original Chinese brands. Therefore, understanding the Chinese
customer could guide the manufacturer on what to do and how to do it.

This chapter aims to investigate the strategy development of upgrading and transformation of Chinese
consumer apparel manufacturers through the multi-case study method. Five companies from consumer
apparel manufactures have been selected to gain insights from their innovation performance and their
own brand development efforts. These five companies are at two different stages of their upgrading
process. Similarly, the brands of companies are also at different stages of their progression. The diverse
backgrounds of these brands are helpful to investigate their development paths and understand the fac-
tors that help OEM companies create their own brands.

LITERATURE REVIEW - BACKGROUND

The inexorable growth of China’s economy after a series of economic reforms post-1978 has been the
primary driver of the booming manufacturing sector (Tokatli, 2013a). The rising cost squeezed the mar-
gin of OEM manufacturers, in particular, small and medium-sized manufacturers. OEM manufacturers
in China are looking for upgrading opportunities available to manufacturers. The challenges and cost of
transformation and upgrades add to the pressure for OEM factories to adapt to survive. The transformation
and upgrade are taxing in the update process; either OEM upgraded to ODM or OBM. Manufacturers

164

printed on 2/8/2023 10:55 PMvia . Al use subject to https://ww.ebsco.conlterns-of-use



EBSCChost -

Chinese OEM Manufacturing Roadmap

that operate in global networks upgrade in production. Still, they face discouragement and obstacles
when upgrading into higher value-added activities, such as design, brand-name manufacturing, market-
ing, and retailing (Tokatli & Kizilgiin, 2004a).

Original Equipment Manufacturer (OEM)

OEM maintains its comparative competitiveness on the low cost of production through economies of
scale. OEM manufacturers usually do not participate in marketing. OEM manufacturers’ advantages come
from lower manufacturing costs and flexibility in mass customization (Feng & Chern, 2008). As for
the international brand companies, it is an economical way to outsource production, as OEM allows the
purchasing company to obtain needed components or products without owning and operating a factory.
In other words, the purchasing companies are price sensitive and money orientated. Only OEM factories
that have the advantage in price and cost could survive. The key to the success of Chinese companies
in the new round of international market competition is to change from a passive position to a favorable
position (Zhongqun, 2011). No single best strategy is suitable for all OEM firms (B.-W. Lin, 2004).

Given that SMEs can rarely achieve such a transition, we have elaborated on this dynamic process
through case studies. These SMEs have created their own path, not to follow the forerunners. These
paths are neither new nor original but are spliced together from different strategies according to their
own situation (Lee et al., 2015). Particularly in the clothing industry, global buyers have come to play
an increasingly important role in the global value chain (Tokatli & Kizilgiin, 2004a).

Growing Global Competitors in Emerging Economics

Data shows that China’s labor costs are no longer the lowest, and emerging low-cost producers such as
Vietnam, Cambodia, and Laos are squeezing their market share (L. Li, 2018). At the same time, China
is not the most powerful player in the high-tech sector. Developed countries (U.S., Germany, and Japan)
effectively use technologies such as digital technology to lead the creation of new industrial environments,
produce new products, and improve their mature brands (L. Li, 2018). Six Asian countries, Indonesia,
Malaysia, Philippines, Singapore, Thailand, and Vietnam, have become investment destinations due to
their abundant natural and human resources and a rich market for goods and services (Jayadi & Aziz,
2017). As a fast-growing and fast-developing ASEAN economy, Vietnam has tremendous market po-
tential for EU companies and plays a vital role in political relations with the EU. After more than 20
years of export, the footwear industry has become one of Vietnam’s major export sectors. In addition
to providing many employment opportunities, the Vietnamese footwear industry has brought more
foreign currency to the national economy, met the needs of the nationals, and established the relation-
ship between national with international footwear manufacturing (Hoang & Pham, 2016). The EU was
one of Vietnam’s largest overseas markets, buying nearly 19% of the country’s global exports in 2015.
In 2015, Vietnam’s exports to the EU exceeded 27 billion euros. The EU is still the third-largest trade
partner for Vietnam after China and the United States. In 2015, the EU ranked first among Vietnam’s
major foreign direct investment countries. Vietnam has the opportunity to increase its competitiveness
and reduce its dependence on imports from China. It can also help Vietnam create a more liberal busi-
ness and investment environment (Hoang & Pham, 2016).
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Lean Production System (LPS)

Manufacturers seek to use the available resources most efficiently to create value and eliminate waste
and deficits to improve productivity. Companies are looking for an opportunity to eliminate waste and
improve their competitiveness (C. Li, 2011). The concept of LPS in the book named “The Machine
That Changed the World” has attracted a growing number of companies. The Automotive industry has
implemented LPS over many years, as Toyota initially created it. LPS is one of the tools that, along with
information systems, is used to improve productivity. The goal of LPS is to eliminate waste from the
production cycle and add customer value. OEM Manufacturers have also begun to accept lean thinking.
Presently, their motivation is to develop a faster, higher quality, and lower cost lean model (C. Li, 2011).
Lean assurance will bring huge benefits in reducing waste and increasing communication and integration
between organizations and supply chains (Scherrer-Rathje et al., 2009).

Original Brand Manufacturer (OBM)

The manufactory sector in China has a strong capability in production; most of them manufacture prod-
ucts as full-package producers for international brands. “Doing things better” and “making better things”
represent upgrading within production and revolve around the dimensions of quality, flexibility, and
productivity. Still, they do not bring design-related benefits to the manufacturer because the value added
to garments by designers and the related skills resides with the buyer firms (Tokatli & Kizilgiin, 2004a).
The limiting margins in manufacturing, low price bargaining power, low cost skilled and semi-skilled
labor, information asymmetry, to name a few, all drive firms to transform and upgrade. Then, many
firms transform themselves from a full-package manufacturer into original brand-name manufacturer
and retailer (Tokatli & Kizilgiin, 2004a). Their products are sold in direct owned and operated flagship
stores (Tokatli & Kizilgiin, 2004a). The transition from OEM to ODM and OBM reflects the expansion
of the range of activities of manufacturers in the vertical value chain and the inevitable result of business
upgrades and enhanced international competitiveness (Zhongqun, 2011). The original brand created by
the manufacturer faces tremendous challenges from the market. In most places, according to Humphrey
and Schmitz (2002), it is difficult for manufacturers to break out of the “lock-in” and emerge as brand-
name manufacturers, global marketers, or retailers (Tokatli & Kizilgiin, 2004a). At the same time, it is
difficult for manufacturers to move to higher value-add stages and achieve this functional upgrading,
such as design, branding, and retailing, because such a transformation requires the use of intangible and
intermediates assets and requires differently skilled labor (Gereffi & Frederick, 2010).

Manufacturing Transformation and Upgrade

Both Kaplinsky (2000) and Porter (1990) believe that upgrading is the best response to the competitive
pressure to remain competitive under intense pressure. Activities that make better products make them
more efficient or enter more skills are called upgrading (B. Chen et al., 2018). Similarly, “Upgrading is
an unending and complicated process that requires a consideration of the variety of ways in which firms
can balance or replace manufacturing with higher value-added activities” (Tokatli, 2013b). Although
upgrading is a universal phenomenon in every industry, it plays a significant role in the consumer ap-
parel and footwear industry. They can choose to become a dedicated OEM service provider or choose
to sell their own branded products (B.-W. Lin, 2004)
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As global competition intensifies, contract manufacturers’ disadvantages, such as poor pricing power,
are unable to achieve higher profit margins and are growing. The external environment becomes one of
significant concern. The wave of controversy about corporate transformation to upgrade technology or
build private label manufacturing (OBM), which involves producing and selling products under its own
brand, has become a key topic (Yan, 2012). The process of manufacturing upgrades can be described as
progression along a value creation chain from OEM, ODM, OBM. Functional upgrades in manufacturing
can be further divided into CMT (Cut, Manufacturing, Trim), OEM (Original Equipment Manufacturer),
ODM (Original Design Manufacturer), and OBM (Original Brand Manufacturer) (S. Lin et al., 2019).
It has been observed that upgrading mostly follows a common trajectory (Kaplinsky, 2000). It has been
found that as economies develop, there is a trend for companies to gradually move from OEA to OEM
to ODM to OBM (Y. Chen et al., 2020). Achieving a strategic transformation from OEM to upstream
ODM and downstream OBM can result in a country move from large-scale manufacturing to strong
manufacturing (Zhongqun, 2011).

The foremost necessity for upgrading is for the firm to have a strategic intent to move up the value
chain. Financial investments are another utmost important capability of upgrading the firm (Peng &
Chen, 2011). Besides eight economic conditions, eight different marketing capabilities influence manu-
facturing upgrade performance. In particular, product development, marketing communication, and
channel management capabilities are crucial for manufacturing upgrades (Eng & Spickett-Jones, 2009a).
Therefore, design and branding are capabilities that, once acquired, can push companies up the chain.

Table 1. Different stages of functional upgrading

Firm Role Other Names Functions/Characteristics
Assembler
Cut-Make-Trim (CMT) Producer Export-Platform Manufacturer

Sub-contractor Jobber Component Supplier

Second or Lower Tier Supplier

Commercial
(Sub) Contractor
OEM Full Package Supplier Process and Production Specialization

Contractor
Turn-key Supplier

Independent supplier with complete control over the
ODM Supplier- Subcontractor development, design, and fabrication of its product design.
Process and production specialization

OBM designs, markets, and even sometimes retail own
OBM Independent Exporter brands. Actual production often becomes less important—
product and Marketing Specialization.

Source: Authors.

Attention must be paid to the firm’s strategy and national policies to address workers’ rising wages,
material, and energy costs, and pressure from competition from other low-cost producers in Asia (Zhu
& Pickles, 2014). Large and mature firms are blessed with both tangible and intangible assets compared
to smaller firms, making them more likely to be the most competitive players and a contender in trans-
formation and upgrading (Y. Chen et al., 2020). Large and mature companies tend to prioritize upgrades
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and establish a trend in their industry (Zhu & He, 2018). The political, institutional, and economic
environment has played a key role in the escalation process, suggesting that it is not enough to focus
solely on the dynamics of corporate upgrading. Previous studies have found that the government also
emerged as a catalyst for upgrading efforts (Zhu & He, 2018). The supporting role of the government
could facilitate the upgrading process.

Additionally, Zhu & He (2018a) also found that smaller firms are more reliant on government sup-
port than large and mature firms. Previous studies have identified that production upgrading is a demand
necessitated by the global nature of buyers (Ghadge et al., 2017). Global buyers have been found to
have a considerable influence on their suppliers’ sales and the type of upgrading strategies open to them
(Ghadge et al., 2017; Tokatli & Kizilgiin, 2004b).

RESEARCH QUESTION AND HYPOTHESES

Previous studies have identified a typical trajectory of manufacturing firm upgrading, and companies
are gradually moving up from OEM to ODM to OBM (Eng & Spickett-Jones, 2009b).

Research Question (RQ): What strategies could OEM manufacturers of consumer apparel and foot-
wear in China develop?

There are only two major strategies that OEM firms would develop. Based on the existing body of
knowledge reported above, the following hypotheses are derived.

H1: OEM firms in the consumer appeal and footwear industry should maintain OEM/ODM business
but improve efficiency.
la — Promote a Lean Production System to reduce waste and cost.
1b — Introduce automated processes in crucial stages and adapt to Intelligent Manufacturing.

H2: OEM firms in the consumer appeal and footwear industries should invest in creating and promoting
their own brands and transform them into OBM.
2a — Cultivate a Chinese brand that targets Chinese customers.
2b — Cultivate an international brand that targets global customers.

This chapter followed the qualitative research method to study five cases of Chinese apparel and
footwear industry companies to investigate the factors affecting their strategy development and resource
investment in a time of national upgrading. Each company accepted an on-site visit and in-depth inter-

view. The interviews were recorded and took live notes. The qualitative data were collected, and the
results were presented in tabular form.

METHODOLOGY
Multiple-Case Study (Qualitative Method)

A descriptive, multiple-case research design will be used to understand a phenomenon, and data will be
collected through multiple sources (Yin, 2017). A multiple-case study methodology was conducted to
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satisfy the goal of qualitative research design, which was to investigate OEM manufactories’ upgrading
strategies and recent innovative performance on the automation level, promotion, and brand cultivation.
Five companies from the apparel and footwear industry are investigated, consisting of two footwear
manufacturers, two clothing manufacturers, and one dye manufacturing company. These five firms
represent a range of company types based on the nature of the organization. Five manufacturers were
interviewed by the same questions. The practitioners were interviewed face-to-face within their natural
working environment (Rempel et al., 2013a). In-depth interviews with senior management (c-suite or
project leader) were conducted during a series of field visits. Additionally, a semi-structured interview-
ing technique was employed to ensure that the investigations were guided by our research questions
while keeping the flexibility to react to unforeseen informants’ responses and to explore unexpected
phenomena (Rempel et al., 2013a).

The interview questions were derived from methodology previously used by Rempel et al. (2013b) and
consisted of three parts:

e  General information about the firm’s industry setting, its competitive position, and the most sig-
nificant challenge they are facing.

e  The firm’s strategies and innovative performance on functional and operational upgrading in the
lean production system and automation level.

e  Detailed information about the application of automation equipment, its incentives, and the expec-
tations of the equipment performance was collected.

e  OBM cultivation progression, what motivates and enables them to become OBM suppliers, and
how to enter into a market with their brand.

Description of Case Companies
Case Company A

Company A was founded in 1979. After 40 years of development, it has gradually established a brand-
based clothing industry, is involved in real estate development, financial investment, diversified and
professional development, and has more than 50,000 employees. Company A is a large multinational
group company. Company A has 772 self-operated stores nationwide, with 2,632 commercial outlets.
The suit product has maintained first place in the market for 12 consecutive years.

Case Company B

Company B is a knitwear company specializing in producing men’s and women’s sportswear, casual
wear, pajamas, and children’s clothing. Company B is located adjacent to an international city and port
with the convenience and advantages of ocean transport and direct access to foreign markets. Since its
establishment in 1995, it has been the gateway to foreign markets. In 2002, Company B invested in the
establishment of a knit dyeing and weaving company.
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Case Company C

Company C was established in 1993. It is a footwear enterprise specialized in research and develop-
ment, production, sales, and services. It is a footwear enterprise that has the largest volume and value
for export within a local province. The products are sold in more than twenty countries and regions in
Europe and America. For five consecutive years, its footwear exports ranked first in the entire province

of Zhejiang in SE China.

Table 2. Description of case companies

Company A Company B Company C Company D Company E
Industry Apparel Apparel Footwear Footwear Dying
Year of incorporation 1997 1995 1993 1997 2007
e s Large and Large and
Position in the industry Mature: Tier 1 SME Mature: Tier 1 SME SME
Extensively Set stores in
Export Destination/Domestic Domestic Trade/ | - Export to USA, export to one Rusm.a, srr.lall Domestic Trade
Export Globally EU . retailers in
German client .
Russia
1 HQ, 4 SB in . .
. L . 1 HQ,3 SBin 1 HQ, 1 SBin
Subordinary Chgl:r,nla Iil: in 1 HQ China North Korea 1 HQ
Sales (billion USD 2018) 2100 40 171 - 13
Employees (2019) 202 (HQ) 800 6000 300 250
# of own brands 5+ --- 1 (since 2017) - 1 (since 2017)
OEM OEM OEM
Business Strategy ODM OEM ODM OEM ODM
OBM OBM OBM
Apparel. Leather A modern Leather shoe
P pro du’ction Knitting garment footwear processing, Manufacture,
AP arcl Desi, N manufacturing, company manufacturing, processing,
Catesor %:chnolo g Self-employed integrating operation of dyeing, and
gory A are]gy’ and agents of R&D, the export finishing of
SaleEpRetail import and production, business of the needle textiles
Who]esale, export business sales, and company’s own and garments
service products
Attitude to Invest Positive Partly positive Positive Partly positive Not positive
Close to its
Maior Suppliers Integrated Close to its supplier. Partly Close to its Close to its
J PP Supply in China supplier integrated supplier supplier
supplier
0.48% of sales.
R&D 1.84% of --- 6000 new types 100 new types 6% of sales
employees
# of outputs (units) 960,000 4,000,000 25,000,000 2,600,000 6,300 t

Legend: HQ (Headquarter), SB (Subordinary)

Source: Authors
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Case Company D

Company D was founded in 1997. It develops, produces, and sells men’s and women’s domestic and
foreign shoes. The company has over 1,000 employees, including ten senior managers, more than 100
college graduates, and many international first-class production lines, with an annual output of 2 mil-
lion pairs of leather shoes. An average of 2-3 new varieties is developed every day to meet the needs of
domestic and foreign merchants. Company D commits to establish a modern management system and
fully introduce the CIS system.

Case Company E

Company E was established in 2007 with developed equipment. Company E commits to the “quality-
oriented, commitment is gold, development and innovation, mutual benefit and win-win” business value.
Itis specialized in all types of knitted fabric dyeing and finishing, new fabrics, functional fabric research
and development, production, and sales. Products can be produced for branded clothing enterprises.
Products have been praised as “the fashion pioneer of new and functional fabrics.”

ANALYSIS / RESULTS

The responses to the in-depth interviews with the five companies were presented in tabular form. The
interview focused on the company’s transformation and upgrading and deepening the company’s op-
erational strategy in the development of lean manufacturing systems and automated smart factories. On
the other hand, the interviews investigated the development of OBM strategy, factors stimulating the
company’s adoption of OBM, and the expectation towards the brand development. Detailed data and
actual case information were collected during the interview.

1. What is/are a competitive advantage(s) of your company?

Table 3. Competitiveness of companies

Company A

The first smart men suit production line in China. Affluent cash flow: Invest in the introduction of new production lines and products. Achieve lean
production, high production efficiency. Penetrate the market with multi-brands. Integrated the upper and lower supply chain to ensure a stable supply and
innovation ability.

Company B
Production base industry chain, supporting industrial chain is complete. The customer order is large and stable—a good relationship with customers. Good
quality management, high unit price.

Company C
Production base industry chain, supporting industrial chain is complete. The customer order is large and stable— a good relationship with customers. Good
quality management, high unit price.

Company D
Start to streamline staff cutting as costs rise. Directly connect with clients by the sales team in China and overseas. Purchasing link personally control. Partly
integrated supply chain to reduce costs. Customers in multiple regions, no off-season in one year, ten months of production throughout the year.

Company E
Emphasis on R&D since 2001. Differentiation strategy, target clients’ order that demand relatively high-tech, does not compare with price advantage.
Introduce a large number of professional specialists from universities and vocational colleges. The upstream dyeing and finishing business has bottlenecks

and began integrating the downstream value-added fabric industry, avoiding pure price competition.

Source: Authors.
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All five companies have mature supply chains to support them. The small businesses are located close
to local suppliers. The large enterprises are more advanced in their transition to lean production and have
higher efficiency, but they are also constantly improving production and management efficiency. Large
companies are more capable of developing, investing, and acquiring influence upstream and downstream
of their supply chains and setting up production bases in many places. The R&D capability of large
enterprises is generally more robust than in small firms, but small corporations also regard innovation
and technology development as their core competitiveness. The output of large enterprises is larger than
that of small firms, resulting in an economy of scale effect. Large companies are more willing to invest
capital in new equipment and technology, and the degree of automation is significantly higher than that
of small businesses.

All five companies mentioned the current shift, emphasizing that they are beginning to pay more
attention to product quality than quantity. Large companies are more willing to invest capital in new
equipment and technology, and the level of automation is significantly higher than that of small Busi-
nesses. The speed and support of a large enterprise layout brand rollout are greater than that of a small
business. In addition to individual small businesses that want long-term development, small businesses
often stabilize production, so there is a lesser need for brand development.

2. What is the most significant challenge you are presently facing?

Table 4. Significant challenges of companies

Company A

Labor costs are rising, but the manufacturing industry relies on skilled workers. Simplify and reduce reliance on skilled workers. For
example, automatically draw simple designs, such as typesetting (the 3D scan to the body dimension, the database has a model that
can automatically design the layout). The design’s information automation can replace the experienced and data-oriented master, thus
reducing labor requirements and training time. Set up factories in other Chinese regions with lower labor costs.

Company B
The rise in labor costs. A large number of orders flow to Southeast Asia. The price advantage no longer exists.

Company C

The government does not support the footwear industry and the upstream and downstream industries that manufacture footwear, such

as the hardware and printing and dyeing industries. Many closed small firms are suppliers of the company, and the firm has lost the
advantage of a developed and convenient supply chain. The profit is reduced, the labor cost of the order is rising, and the skilled workers
are returning to the inland cities. European customers have expressed the hope that firms can move to Southeast Asia.

Company D
Labor cost and the cost of raw materials.

Company E

The long-term development of enterprises has become the most significant challenge. External national policies are the biggest challenge,
as 60% of the core business is dyeing and finishing, and it is the first to be defined as a highly polluting industry. Therefore, policy
suppression has become an obstacle that enterprises cannot change and greatly hinder. The biggest internal challenge is a drop in profits.
Order prices are not high, but costs are rising. Since 2016, the price of gas has incremented by 20%, and the price of fuel has increased by
10%. In the fabric sector, the biggest challenge is the lack of talent for development. The biggest challenge for brands is capital, training
brand teams, and marketing.

Source: Authors.

According to the five interviews, labor, export tax, and government policy are the most significant
challenges.
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Labor issue: Regardless of size, large and mature companies, or SMEs, all suffer from the rising
labor cost. The clothing, footwear, and dying industries are labor-intense industries, so all five companies
heavily rely on cheap labor and skilled labor. First, many middle-aged and skilled front-line workers
have returned to their homes in central China cities which severely hampers the sustainable development
of the manufacturing firms(Tombe & Zhu, 2019). Second, young people are reluctant to be blue-collar
workers. Due to the shortage of young skilled and semi-skilled workforce, companies need to invest
heavily in training new and young laborers who have not received professional vocational training in
schools (Tombe & Zhu, 2019; Yi et al., 2018).

Export Tax: European and American buyers must pay a 15%-19% tax on Chinese footwear (and other
manufactured products) but only a 13% tax on footwear made in Vietnam (Cali, 2018; Itakura, 2020).
The difference in export tax cannot be mitigated through increasing efficiency by Chinese manufacturing
companies. Therefore, there is a trend for many Chinese companies to buy or contract with companies
overseas in Viet Nam and other lower-cost countries and then export them to Europe and the United
States to reduce tariff pressure (Bown, 2019; Itakura, 2020).

Government Policy: Another inevitable challenge is the changing of policies that impact the industry
in China. As the government enacts policies to reduce environmental impact, some industries such as the
footwear, clothing, and dying industries which are relatively high in pollution, are highly affected. Thus,
the policies would not positively promote the development of these industries, and improved efficiency
is necessary to offset the costs associated with pollution reduction in manufacturing.

3.  How to reduce cost and improve efficiency?

Table 5. Strategies for reducing cost and improve efficiency

Company A

The company has completed the lean production transformation, so the number of people in each process is reasonable.

From the perspective of intelligent manufacturing workshops, reducing costs is to reduce labor in the transportation sector. Improve
quality and product stability to reduce the cost of waste and deficits. After using the smart hanging system, the ten pieces of flow were
changed into a single piece flow, reducing the costs of error and rework.

Company B

Cutting is a key process in making garments. Cutting is the most challenging part of manual control and the most work-related injury.
In the cutting process, two automatic cutting machines worth 1 million were introduced, each of which can replace eight workers and
significantly improve quality and production safety.

Company C
We are using lean production. The IE department records the time of each process and calculates the wages of workers. The accuracy of
the color is improved. The downtime is reduced, and the raw material guarantee is shipped to the factory before production.

Company D

Reducing personnel: a production line has been reduced from 85 people seven years ago to 60 or 45 now. Cut people down by half. In
the key cutting process, introducing a computer laser machine can make the slicing faster and more accurate. Use a hot press to reduce
the use of raw materials. In addition, improving production efficiency is also a cost-saving one. It can save workers time by using a faster
sewing machine to achieve automatic line change.

Company E

Since the main business is now printing and dyeing, energy consumption is the primary source of cost. Adjust the finishing process to
reduce energy consumption. Improve 2% successful pass rate and reduce the defective rate, saving 6% of the cost. Process improvement,
streamlining off labor cost.

Source: Authors.
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All companies mentioned reducing the rate of defective products, rework, and the cost of deficits. The
primary cost of most companies is labor cost. The first solution for the labor issue is to adjust the process
and reduce the number of employees. The second solution is to replace the labor in key processes with
automation, machines, and robotics. The third solution is to consider logistics for maximum efficiency
and economic value, and companies may transfer part of production lines to cities where the cost of labor
is lower. Additionally, companies mentioned that improvement of management efficiency, motivation
of employees, and saving of energy cost also contribute to cost reduction and efficiency improvement.

4.  How is the extent of intelligent manufacturing operated in the company, and what automated equip-
ment is applied to the production line?

Table 6. Intelligent manufacturing application level

Company A

a) Save time and replace the workforce in transportation, packaging, and inventory management.

b) The ability to increase flexible production enables high-volume production and single-piece mixing production.

¢) Sales data and production time data appear in the dashboard visualization, so sales and production could have a more timely and
accurate response, reducing unnecessary inventory and responding faster to the market.

d) Large-scale production of production planning and raw material inventory is more accurate when selling small quantities. It is
clearer how long it can be completed.

e) Energy consumption is -10%, production is 10%, and the number of people on the overall production line is not much reduced
because lean production has been determined to work.

f) The machine processes data in the cut stage, designing a fixed graphic, cuttin